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The information in this prospectus is not complete and may be changed. We may not sell these securities until the registration statement filed with
the Securities and Exchange Commission is effective. This prospectus is not an offer to sell these securities and is not soliciting an offer to buy
these securities in any state where the offer or sale is not permitted.
SUBJECT TO COMPLETION, DATED OCTOBER 28, 2003
PROSPECTUS

Offer to Exchange up to
$160,000,000 11¾% Senior Subordinated Notes due 2010
that have been registered under the Securities Act of 1933
for
$160,000,000 11¾% Senior Subordinated Notes due 2010
Terms of the Exchange Offer
•

•

We are offering to exchange up to $160,000,000 of our 11¾% Senior
Subordinated Notes due 2010 that have been registered under the Securities Act of
1933 and are freely tradable, which we refer to herein as the “new notes,” for our
outstanding 11¾% Senior Subordinated Notes due 2010, which we refer to herein
as the “old notes.” The new notes and the old notes have substantially identical
terms.
We will exchange an equal principal amount of new notes for all outstanding old
notes that you validly tender and do not validly withdraw before the exchange
offer expires.

•

The exchange offer expires at 5:00 p.m., New York City time, on
,
2003, unless extended. We do not currently intend to extend the exchange offer.

•

Tenders of outstanding old notes may be withdrawn at any time prior to the
expiration of the exchange offer.

•

The exchange of new notes for old notes will not be a taxable event for U.S.
federal income tax purposes.

•

We will not receive any proceeds from the exchange offer.

Terms of the New 11¾% Senior Subordinated Notes Offered in the Exchange Offer
Maturity

Change of Control

•

•

The new notes will mature on September 1, 2010.

Interest

Upon a change of control, you may require us to repurchase all or a portion of
your notes at a purchase price of 101% of their principal amount, plus accrued and
unpaid interest.

•

Interest on the new notes is payable on March 1 and September 1 of each year,
beginning March 1, 2004.

Ranking

•

Interest will accrue from August 25, 2003.

•

The new notes will be our unsecured senior subordinated obligations ranking
equally with all of our other existing and future unsecured senior subordinated
debt.

Redemption
•

Prior to September 1, 2007, we may redeem some or all of the new notes by
paying a specified “make-whole” premium.

•

•

On or after September 1, 2007, we may redeem some or all of the new notes
pursuant to the redemption prices specified under the caption “Description of New
Notes—Optional Redemption.”

The new notes will rank junior to all of our existing and future senior
indebtedness. The new notes will be guaranteed on a senior subordinated basis by
our future restricted domestic subsidiaries.

•

Our future subsidiaries will guarantee the new notes.

•

In addition, on or prior to September 1, 2006, we may redeem up to 25% of the
aggregate principal amount of the old notes and the new notes using the net
proceeds of certain equity offerings.
See “ Risk Factors” beginning on page 13 for a discussion of the risks of an investment in the new notes.

These securities have not been approved or disapproved by the Securities and Exchange Commission or any state securities commission nor has the Securities
and Exchange Commission passed upon the accuracy or adequacy of this prospectus. Any representation to the contrary is a criminal offense.
The date of this prospectus is

, 2003
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FORWARD-LOOKING STATEMENTS
All statements other than statements of historical facts included in this prospectus, including without limitation, statements under the captions “Summary,” “Risk
Factors,” “Management’s Discussion and Analysis of Financial Condition and Results of Operations” and “Business,” and located elsewhere in this prospectus regarding the
prospects of our industry and our prospects, plans, financial position and business strategy, may constitute forward-looking statements. In addition, forward-looking statements
generally can be identified by the use of forward-looking terminology such as “may,” “will,” “expect,” “intend,” “estimate,” “anticipate,” “plan,” “foresee,” “believe” or
“continue” or the negatives of these terms or variations of them or similar terminology. Although we believe that the expectations reflected in these forward-looking statements
are reasonable, we can give no assurance that these expectations will prove to have been correct. Important factors that could cause actual results to differ materially from our
expectations are disclosed in this prospectus, including in conjunction with the forward-looking statements included in this prospectus and under “Risk Factors.” These forwardlooking statements speak only as of the date of this prospectus. Factors, risks and uncertainties that could cause actual outcomes and results to be materially different from those
projected include, among others, the following:
•

our high degree of leverage;

•

our anticipated growth strategies;

•

anticipated trends and conditions in our business, including trends in the market;

•

our ability to acquire and integrate additional accounts;

•

our expected rate of subscriber attrition;

•

our ability to continue to control costs and maintain quality;

•

our ability to compete;

•

the impact of “false alarm” ordinances on our results of operations;

•

the expectation that we will realize the benefit of our deferred tax assets; and

•

our ability to obtain additional funds to grow our business.

We have based these forward-looking statements largely on our current expectations and projections about future events and financial trends that we believe may affect
our financial condition, results of operations, business strategy and financial needs. They can be affected by inaccurate assumptions we might make or by known or unknown
risks, uncertainties and assumptions, including the risks, uncertainties and assumptions described in “Risk Factors.” In light of these risks, uncertainties and assumptions, the
forward-looking statements in this prospectus may not occur and actual results could differ materially from those anticipated or implied in the forward-looking statements.
When you consider these forward-looking statements, you should keep in mind these risk factors and other cautionary statements in this prospectus.
Our forward-looking statements speak only as of the date made. We undertake no obligation to update or revise any forward-looking statements, whether as a result of
new information, future events or otherwise, unless the securities laws require us to do so.
ii
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PROSPECTUS SUMMARY
The following summary highlights information about us and the offering of the new notes contained elsewhere in this prospectus. It is not complete and may not contain
all of the information that may be important to you. For a more complete understanding of us and the offering of the new notes, we urge you to read this entire prospectus
carefully, including the “Risk Factors” section, our financial statements and the notes to those financial statements. Throughout this prospectus, when we refer to “us,” “we,”
“our,” or the “company,” we are describing Monitronics International, Inc.
The Company
We are a leading national provider of security alarm monitoring services, with the ability to monitor signals from nearly all types of security systems. We monitor signals
arising from burglaries, fires and other events for over 389,000 subscribers under contracts that are typically three years in duration and have automatic annual renewal
provisions. Through these contracts, our high quality subscriber base provides us with high margin, monthly recurring revenues that result in predictable and stable cash flow.
Our business model differentiates us from other security alarm companies. We utilize our exclusive nationwide dealer network to sell and install the security systems we
monitor. We purchase monitoring contracts from these dealers and provide our subscribers with a full spectrum of security alarm services including monitoring services,
customer service and technical support. We dispatch our dealers to provide on-site technical service to subscribers, which they require, on average, only once every six years
due to our ability to resolve a significant percentage of our subscribers’ technical inquiries over the telephone. For the fiscal year ended June 30, 2003, we generated revenues of
$126.4 million, operating income of $31.8 million and EBITDA of $88.8 million, representing an EBITDA margin of 70.3%. See footnote 7 of “Selected Historical Financial
Data” for a discussion of EBITDA.
We purchase monitoring contracts from our dealer network only after a comprehensive examination of the dealers, the subscribers and the contracts. We conduct
thorough due diligence on our dealers to ensure we are partnering with reliable dealers that can consistently provide us with high quality accounts. We perform extensive due
diligence on our subscribers to maintain our high quality subscriber base. Our subscribers are geographically diversified in 46 states and are primarily homeowners, whom we
believe are more likely than renters to maintain long-term accounts with us. We believe our rigorous account acquisition due diligence process results in a subscriber base that
is less likely to terminate monitoring contracts with us, thereby improving contract life and lowering attrition. We also believe that we maximize retention of our subscribers
through our dedication to providing our high quality subscriber base with high quality customer service.
Our contracts with our dealers and subscribers result in a stable, recurring revenue base. We have exclusive agreements with over 400 dealers in more than 40 states.
Through these agreements, we typically have rights of first refusal to purchase all monitoring contracts sold by the dealers for three years. Our subscriber contracts are typically
three years in duration, have automatic annual renewal provisions and allow for periodic rate increases. To protect us against the loss of the investment associated with acquiring
subscriber accounts, we require our dealers to guarantee the accounts against cancellations, typically for a period of 12 months following the date of purchase. If an account is
canceled during the guarantee period, the dealer must compensate us for the lost monthly recurring revenue and either replace the account or refund the purchase price
associated with the account. To help ensure the dealers’ obligations under the guarantee, we typically withhold a portion of the purchase price of each contract we purchase.
According to Security Distribution & Marketing, or SDM, a leading industry journal, the electronic security market, which consists of the sale, installation, servicing and
monitoring of security systems, generated total revenues of approximately $22.4 billion in 2002, an increase of 9.7% from 2001. Total industry revenues have
1
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increased in each of the last 11 years and have grown at an annual rate of 7.4% in that period. Monitoring services accounted for approximately $3.8 billion, or 17.0%, of total
industry revenue in 2002. We believe that a number of factors have contributed to this increase, including heightened concern about crime, discounts given by insurance
companies to homeowners with security systems, the installation of security systems as part of new home construction, the aging of the population in general and an increase in
the number of two-income families resulting in more children being left at home alone. In addition, we believe industry revenues will continue to grow in weak economic times
because of the increased crime levels that are generally experienced in those periods and the minimal net cost of owning a security system after accounting for the lower
premiums charged by insurance companies. Despite the steady growth of the security industry and increased demand for security services, the percentage of homes with dealerinstalled security systems was only 18% in 2001 according to the 2001 Home Security Forecast by Parks Associates, an independent market research and consulting firm. Parks
Associates estimates that the penetration rate of dealer-installed security systems will increase to 31% by 2009. However, because of the growth in new homes built over that
period, the number of homes without monitored security systems is projected to drop by only approximately 1% on a compounded annual basis. As a result, despite a substantial
increase in the penetration rate, the size of our potential market will remain significant.
Our Strengths
We believe our focused business model differentiates us from other security alarm companies. We focus on providing monitoring services to our subscribers, which we
believe is a higher margin business than selling and installing security alarm systems. Consequently, we are able to grow our subscriber base without employing a national sales
and installation force. We also outsource on-site technical support to our dealer network, further reducing our cost structure and infrastructure requirements. Our differentiated
business model results in recurring high margin revenue streams.
Predictable Recurring Revenue. For the fiscal year ended June 30, 2003, approximately 97% of our revenues consisted of recurring monthly payments under security
alarm monitoring contracts. Our contracts are typically three years in duration, have annual automatic renewal provisions and allow for periodic rate increases. Our dealer
contracts provide that if a subscriber cancels prior to the initial twelve-month period of the contract, the dealer must replace the lost monthly revenue attributable to the canceled
contract and either replace the lost account or refund our purchase price for the account.
Strong Cash Flow Generated By Subscribers. Once we acquire a subscriber contract, our recurring revenue streams generate strong cash flow as a result of our high
EBITDA margins and the minimal capital expenditures they require. In the fiscal year ended June 30, 2003, our EBITDA margin was 70.3% and our capital expenditures were
$1.2 million, not including our purchases of subscriber accounts. The contribution margin of a subscriber account, which represents revenue less direct costs, excluding sales,
marketing and other corporate overhead costs, was in excess of 83% for the fiscal year ended June 30, 2003. We believe this strong cash flow is due to several factors:
•

Our operations are focused on providing high margin monitoring services to subscribers. We utilize our dealer network to sell and install security alarm systems,
which we believe is a lower margin business. As a result, we do not employ a large national sales and installation force.

•

We have a proprietary centralized information system that has enabled us to satisfy 85% of our subscribers’ technical inquiries over the telephone. If a field service
call is required, we outsource the service to a member of our national network of independent service dealers. Consequently, we avoid the costs associated with
employing service technicians and maintaining the infrastructure required to provide these services ourselves.
2
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•

We provide all services, including monitoring, 24-hour telephone support, data entry, remote services and billing, from a single location. We believe this centralized
operation allows us to maximize our economies of scale.

Highly Disciplined Account Acquisition Program. Since inception, we have implemented a disciplined account acquisition program focused on balanced growth,
profitability and return on investment. The core of our account acquisition process is an extensive examination of every subscriber prior to acquisition, including a credit score
report, proof of first month’s payment and, in substantially all cases, a telephonic survey of the subscriber’s satisfaction with its security system. We also conduct diligence on
our dealers through a comprehensive six-step process to qualify them for participation in our program, including legal and background checks, as well as references from
industry participants. We believe that this approach reduces the likelihood that a subscriber will terminate its contract with us, thereby maximizing retention of our subscribers
and our return on investment.
Industry Leading Customer Service. We believe we provide our high quality subscriber base with the highest quality service in our industry through our rapid response to
alarm signals, fast handling of support calls and quick solutions to subscriber issues. We have developed a proprietary information system that quickly and accurately makes
available to our operators a substantial amount of technical information regarding our subscribers and their security systems. This system enables us to resolve 85% of our
subscribers’ technical requests over the telephone, resulting in quick customer service, fewer false alarms and higher subscriber satisfaction. To ensure we maintain our high
quality customer service, our system tracks key factors that contribute to service quality such as response time and call duration. We also monitor the quality of our services with
regular operator evaluations, customer satisfaction forms and follow-up quality assurance calls.
Proven Management Team. Many of our executive officers have been with us since our inception in 1994 and have significant prior experience in related industries.
Many of our executive officers possess technical backgrounds, which we believe contribute to the highly analytical approach we have developed for analyzing accounts and
dealers. The average experience of our executive officers in management positions is 24 years and average tenure with us is seven years.
Strong Equity Sponsorship. Private equity firms have invested over $105 million of equity in our company since 1994. These firms have an aggregate of over $5 billion
under management. We believe that the financial support of these investors enabled us to focus on the growth of our company and the implementation of our business strategy.
3
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Business Strategy
The key components of our operating strategy are listed below.
Maximize Subscriber Retention. We seek to maximize subscriber retention by continuing to acquire high quality accounts and to increase the average life of an account
through the following initiatives:
•

Maintain the high quality of our subscriber base by continuing to implement our highly disciplined account acquisition program;

•

Continue to incentivize our dealers to sell us only high-quality accounts by requiring a twelve-month guarantee and purchase price holdback requirements;

•

Continue to provide the highest level of customer service on the telephone and in the field; and

•

Actively identify subscribers who are relocating, the number one reason for account cancellations, and target retention of such subscribers.

Maximize Economics of Business Model. As we continue to grow our subscriber base, we believe the attractiveness of our business model will increase. Due to the
scalability of our operations and the fixed costs inherent in our cost structure, we believe our EBITDA margins will increase as these costs are spread over larger recurring
revenue streams. We believe our EBITDA will also benefit from our continued efforts to increase subscriber retention rates and reduce response times, call duration and false
alarms. In addition, we have begun requiring dealers to charge subscribers an alarm activation fee. This fee offsets the account purchase price we pay to the dealers thereby
reducing our net account acquisition costs.
Expand Our Network of Dealers. To enter a new market or increase penetration in an existing market without incurring the costs of establishing a physical presence
there, we plan to expand our dealer network by targeting dealers that can benefit from our dealer program services and who can generate high quality subscribers for us. We
believe we are an attractive partner for dealers for the following reasons:
•

We provide our dealers with a full range of services designed to assist them in all aspects of their business, including sales training, comprehensive on-line account
access, detailed weekly account summaries, sales support materials and discounts on security system hardware purchased through our strategic alliances with security
system manufacturers;

•

We allow individual dealers to retain local name recognition and responsibility for day-to-day sales and installation efforts, thereby supporting the entrepreneurial
culture at the dealer level and allowing us to capitalize on the considerable local market knowledge, goodwill and name recognition of our dealers; and

•

Because we do not install or sell security systems, we do not compete against the dealers from whom we purchase contracts.

We were incorporated in 1994 as a Texas corporation. Our executive offices are located at 12801 Stemmons Freeway, Suite 821, Dallas, Texas 75234 and our telephone
number is (972) 243-7443.
4
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The Exchange Offer
On August 25, 2003, we completed a private offering of the old notes. We entered into a registration rights agreement with the initial purchasers in the private offering
in which we agreed to effect this exchange offer.
Exchange Offer

We are offering to exchange new notes for old notes.

Expiration Date

The exchange offer will expire at 5:00 p.m. New York City time, on
extend it. We do not currently intend to extend the exchange offer.

Condition to the Exchange Offer

The registration rights agreement does not require us to accept old notes for exchange if the exchange offer or the
making of any exchange by a holder of the old notes would violate any applicable law or interpretation of the staff
of the Securities and Exchange Commission. A tender of a minimum aggregate principal amount of old notes is
not a condition to the exchange offer.

Procedures for Tendering Old Notes

To participate in the exchange offer, you must complete, sign and date the letter of transmittal, or a facsimile of
the letter of transmittal, and transmit it together with all other documents required by the letter of transmittal,
including the old notes that you wish to exchange, to The Bank of New York Trust Company of Florida, N.A., as
exchange agent, at the address indicated on the cover page of the letter of transmittal. In the alternative, you can
tender your old notes by following the procedures for book-entry transfer described in this prospectus.

, 2003, unless we decide to

If your old notes are held through The Depository Trust Company and you wish to participate in the exchange
offer, you may do so through the automated tender offer program of The Depository Trust Company. If you
tender under this program, you will agree to be bound by the letter of transmittal that we are providing with the
prospectus as though you had signed the letter of transmittal.
If a broker, dealer, commercial bank, trust company or other nominee is the registered holder of your old notes, we
urge you to contact that person promptly to tender your old notes in the exchange offer.
For more information on tendering your old notes, please refer to the sections in the prospectus entitled “Exchange
Offer—Terms of the Exchange Offer,” “—Procedures for Tendering” and “—Book Entry Transfer.”
Guaranteed Delivery Procedures

If you wish to tender your old notes and you cannot submit your required documents to the exchange agent on
time, you may tender your old notes according to the guaranteed delivery procedures described in “Exchange
Offer—Guaranteed Delivery Procedures.”

Withdrawal of Tenders

You may withdraw your tender of old notes at any time prior to the expiration date. To withdraw, you must have
delivered a written or
5
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facsimile transmission notice of withdrawal, in compliance with the requirements of Rule 14d-7 of the
Securities Exchange Act of 1934, to the exchange agent at its address indicated on the cover page of the letter
of transmittal before 5:00 p.m. New York City time on the expiration date of the exchange offer.
Acceptance of Old Notes and Delivery of New Notes

If you fulfill all conditions required for proper acceptance of old notes, we will accept any and all old notes that
you properly tender in the exchange offer on or before 5:00 p.m. New York City time on the expiration date. We
will return any old notes that we do not accept for exchange to you without expense promptly after the expiration
date. We will also deliver the new notes promptly after the expiration date. Please refer to the section in this
prospectus entitled “Exchange Offer—Terms of the Exchange Offer.”

Accrued Interest on New Notes and Old Notes

The new notes will bear interest from August 25, 2003. Holders of old notes whose old notes are accepted for
exchange will be deemed to have waived the right to receive any payment in respect of interest on such old notes
accrued from August 25, 2003 to the date of the issuance of the new notes. Consequently, holders who exchange
their old notes for new notes will receive the same interest payment on March 1, 2004 (the first interest payment
date with respect to the old notes and the new notes) that they would have received had they not accepted the
exchange offer.

Resale

We believe that the new notes issued pursuant to the exchange offer may be offered for resale, resold and
otherwise transferred by you (unless you are an “affiliate” of ours within the meaning of Rule 405 under the
Securities Act) without compliance with the registration and prospectus delivery provisions of the Securities Act,
so long as you are acquiring the new notes in the ordinary course of your business and you have not engaged in,
do not intend to engage in, and have no arrangement or understanding with any person to participate in, a
distribution of the new notes.
Each participating broker-dealer that receives new notes for its own account under the exchange offer in exchange
for old notes that were acquired by the broker-dealer as a result of market-making or other trading activity must
acknowledge that it will deliver a prospectus in connection with any resale of the new notes. Please refer to the
section in this prospectus entitled “Plan of Distribution.”
Any holder of old notes who:
•

is our affiliate,

•

does not acquire new notes in the ordinary course of its business, or

•

exchanges old notes in the exchange offer with the intention to participate, or for the purpose of
participating, in a distribution of new notes
6
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must, in the absence of an exemption, comply with the registration and prospectus delivery requirements of the
Securities Act in connection with the resale of the new notes.
Fees and Expenses

We will bear all expenses related to the exchange offer. Please refer to the section in this prospectus entitled
“Exchange Offer—Fees and Expenses.”

Use of Proceeds

The issuance of the new notes will not provide us with any new proceeds. We are making this exchange offer
solely to satisfy our obligations under our registration rights agreement. Please refer to the section entitled “Use of
Proceeds” for a discussion of our use of the proceeds from the issuance of the old notes.

Consequences of Failure to Exchange Old Notes

If you do not exchange your old notes in this exchange offer, you will no longer be able to require us to register
the old notes under the Securities Act except in the limited circumstances provided under our registration rights
agreement. In addition, you will not be able to resell, offer to resell or otherwise transfer the old notes unless we
have registered the old notes under the Securities Act, or unless you resell, offer to resell or otherwise transfer
them under an exemption from the registration requirements of, or in a transaction not subject to, the Securities
Act.

United States Federal Income Tax Considerations

The exchange of new notes for old notes in the exchange offer will not be a taxable event for U.S. federal income
tax purposes. Please read “Certain United States Federal Income Tax Considerations.”

Exchange Agent

We have appointed The Bank of New York Trust Company of Florida, N.A. as exchange agent for the exchange
offer. You should direct questions and requests for assistance, requests for additional copies of this prospectus or
the letter of transmittal and requests for the notice of guaranteed delivery to the exchange agent by telephone at
(800) 548-5075.
7
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TERMS OF NEW NOTES
The new notes will be identical to the old notes except that the new notes are registered under the Securities Act and will not have restrictions on transfer, registration
rights or provisions for additional interest. The new notes will evidence the same debt as the old notes, and the same indenture will govern the new notes and the old notes.
The following summary contains basic information about the new notes and is not intended to be complete. It does not contain all the information that is important to
you. For a more complete understanding of the new notes, please refer to the section of this prospectus entitled “Description of New Notes.”
Issuer

Monitronics International, Inc.

Securities Offered

$160 million aggregate principal amount of senior subordinated notes due 2010.

Maturity

September 1, 2010.

Interest

Annual rate: 11 3/ 4%. Payment frequency: every six months on March 1 and September 1. First payment: March 1,
2004.

Ranking

The new notes will be our unsecured senior subordinated obligations. Accordingly, they will rank:
•

behind all of our existing and future senior debt, including our new senior secured credit facility;

•

equally with any of our future senior subordinated debt; and

•

senior to any of our debt that expressly provides that it is subordinated to the new notes.

After giving effect to the Refinancing Transactions (see “Use of Proceeds”), as of June 30, 2003, we would
have had $370.5 million of indebtedness, of which $191.0 million would have been senior secured debt and
$20.4 million would have been subordinated to the new notes. See “Capitalization.”
Guarantees

The new notes will be guaranteed by our future domestic restricted subsidiaries on an unsecured senior
subordinated basis. Accordingly, the guarantees will rank behind all future senior debt of the guarantors. We
currently have no subsidiaries.

Optional Redemption

At any time on or after September 1, 2007, we may redeem the new notes, in whole or in part, at the redemption
prices described in the section “Description of New Notes—Optional Redemption.” At any time before September
1, 2007, we may redeem the new notes, in whole or in part, at a redemption price equal to their principal amount
plus a “make-whole” premium as described in the section “Description of New Notes—Optional Redemption,” in
each case together with accrued and unpaid interest to the date of redemption.
8
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In addition, on or before September 1, 2006, we may redeem up to 25% of the aggregate principal amount of the
old notes and the new notes (including any additional notes issued under the indenture) with the net cash proceeds
from certain equity offerings at a redemption price of 111.750% of their principal amount plus accrued and unpaid
interest. However, we may only make such redemptions if at least 75% of the original aggregate principal amount
of old notes and the new notes (including any additional notes issued under the indenture) remains outstanding
after such redemption.
Change of Control

If we experience a change of control, we must offer to purchase the new notes at 101% of their principal amount,
plus accrued and unpaid interest, if any, to the date of purchase.

Certain Covenants

The indenture governing the new notes will contain covenants that limit our ability and the ability of our future
restricted subsidiaries to, among other things:
•

borrow money;

•

pay dividends on or redeem or repurchase stock;

•

make investments;

•

create liens;

•

sell stock in our restricted subsidiaries;

•

restrict dividends or other payments from subsidiaries;

•

enter into transactions with affiliates; and

•

sell assets or merge with other companies.

These covenants contain important exceptions. For more details, see the section “Description of New Notes.”
Transfer Restrictions; Absence of a Public Market for the
New Notes

The new notes generally will be freely transferable, but will also be new securities for which there will not be a
market. There can be no assurance as to the development or liquidity of any market for trading. We do not intend
to apply for a listing of the new notes on any securities exchange or any automated dealer quotation system.

You should refer to the section “Risk Factors” beginning on page 13 for an explanation of some risks of investing in the new notes.
9
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SUMMARY HISTORICAL FINANCIAL DATA
The following summary historical financial data for each of the five fiscal years in the period ended June 30, 2003 have been derived from our financial statements,
which have been audited by Ernst & Young LLP, independent auditors. The following financial information should be read in conjunction with our financial statements, and
the related notes to those statements, and “Management’s Discussion and Analysis of Financial Condition and Results of Operations” included elsewhere in this prospectus.
Fiscal Year Ended June 30,
1999(1)

2000

2001

2002

2003

Restated(2)

Restated(2)

Restated(2)

Restated(2)

(dollars in thousands)

Results of Operations Data:
Revenues
Cost of services

$

49,837
6,371

$ 82,046
10,472

$ 100,198
11,819

$ 111,339
13,522

$ 126,406
14,592

Gross profit
Selling, general and administrative
Depreciation
Amortization(3)

43,466
11,045
668
15,544

71,574
15,660
1,297
29,112

88,379
17,979
1,634
38,423

97,817
20,570
1,923
45,968

111,814
23,014
2,067
54,885

Operating income
Interest expense
Other expense

16,209
11,757
—

25,505
22,064
—

30,343
27,951
—

29,356
20,941
504

31,848
23,268
—

4,452
1,661

3,441
1,275

2,392
893

7,911
3,024

8,580
3,383

Income before income taxes
Provision for income taxes
Net income

$

2,791

Other Operating and Financial Data:
Subscriber accounts owned at period end(4)
Subscriber accounts purchased(5)
Purchases of subscriber accounts(4)(5)
Cash flow from operating activities
Cash flow from financing activities
Cash flow from investing activities
EBITDA(6)
Capital expenditures
Ratio of earnings to fixed charges(7)

213,397
68,990
$ 72,459
16,839
128,211
(144,724)
32,421
2,265
1.39x

$

2,166

265,816
82,197
$ 93,290
27,694
66,826
(94,938)
55,914
1,648
1.16x

$

1,499

304,360
78,248
$ 92,859
37,103
58,531
(95,683)
70,400
2,824
1.09x

$

4,887

335,390
71,755
$ 79,276
48,263
33,404
(81,654)
76,743
2,378
1.38x

$

5,197

389,905
97,486
$ 106,521
60,029
47,988
(107,700)
88,800
1,179
1.38x

As of June 30, 2003
Actual

As Adjusted

(dollars in thousands)

Balance Sheet Data:
Cash and cash equivalents
Working capital (deficit)
Total assets
Total debt
Redeemable preferred stock, including accrued dividends
Total shareholders’ net capital deficiency
(1)

$

334
(11,840)
471,991
337,973
154,935
(40,152)

$

14,671
5,632
495,838
370,501
154,935
(45,755)(8)

Our results of operations for fiscal 1999 include the acquisition of approximately 60,000 subscriber accounts from Dealer’s Monitoring Acceptance Corporation
(“DMAC”) on March 9, 1999.
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(2)

We restated our financial statements for the fiscal years ended June 30, 1999, 2000, 2001 and 2002 to properly record deferred revenue related to billings to our
subscribers. The restatements reduced previously reported revenues and net income for fiscal 1999, 2000, 2001 and 2002 as follows:
1999
Previously
Reported

2000
Adjusted
Balance

Adjustment

Previously
Reported

(dollars in thousands)

Revenue
Net Income

$
$

50,491
3,196

$
$

(654)
(405)

(dollars in thousands)

$
$

49,837
2,791

$
$

82,831
2,653

$
$

2001
Previously
Reported

(3)

(4)
(5)
(6)

$
$

100,799
1,872

Adjusted
Balance

Adjustment

$
$

(601)
(373)

(785)
(487)

$
$

82,046
2,166

2002
Previously
Reported

(dollars in thousands)

Revenue
Net Income

Adjusted
Balance

Adjustment

Adjusted
Balance

Adjustment
(dollars in thousands)

$
$

100,198
1,499

$
$

111,881
5,223

$
$

(542)
(336)

$
$

111,339
4,887

Primarily represents the amortization of subscriber accounts and goodwill. We capitalize all direct external costs associated with the purchase of subscriber accounts and
amortize them over ten years on a straight line basis. In addition, as part of previous acquisitions including DMAC, we began amortizing goodwill. Effective July 1, 2001,
with the adoption of Statement of Financial Accounting Standards No. 142, we no longer amortize goodwill. For fiscal years 1999, 2000 and 2001, $46,905, $228,225 and
$773,000, respectively, of our amortization expense related to the amortization of goodwill.
Does not include non-owned accounts for which we provide third-party contract monitoring services to independent dealers.
Purchases of subscriber accounts in fiscal 1999 excludes our acquisition of approximately 60,000 subscriber accounts from DMAC.
EBITDA represents earnings before interest, taxes, depreciation and amortization (including the amortization of subscriber accounts). EBITDA is a key performance
measure used in the security alarm monitoring industry and is one of the financial measures, subject to adjustments, by which our covenants are calculated under the
agreements governing our debt obligations. EBITDA does not represent cash flow from operations as defined by generally accepted accounting principles, should not be
construed as an alternative to net income and is indicative neither of our operating performance nor of cash flows available to fund all of our cash needs. Set forth below is
the calculation of EBITDA and the reconciliation of EBITDA to net income and cash flow from operating activities:
Fiscal Year Ended June 30,
1999

2000

2001

2002

2003

Restated(2)

Restated(2)

Restated(2)

Restated(2)

Net income
Interest expense
Provision for income taxes
Depreciation
Amortization

$

$

EBITDA
Interest expense less amortization
Change in current assets and liabilities
Current income taxes and other

$ 32,421
(11,457)
(633)
(3,492)

$ 55,914
(21,641)
(1,758)
(4,821)

$ 70,400
(27,428)
(549)
(5,320)

$ 76,743
(19,736)
516
(9,260)

$ 88,800
(21,491)
2,149
(9,429)

Cash flow from operating activities

$ 16,839

$ 27,694

$ 37,103

$ 48,263

$ 60,029

(dollars in thousands)
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2,791
11,757
1,661
668
15,544

2,166
22,064
1,275
1,297
29,112

$

1,499
27,951
893
1,634
38,423

$

4,887
20,941
3,024
1,923
45,968

$

5,197
23,268
3,383
2,067
54,885
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(7)
(8)

For purposes of computing the ratio of earnings to fixed charges, earnings consist of income before income taxes for such period plus fixed charges deducted in calculating
income before income taxes for such period. Fixed charges consist of interest incurred, amortization of deferred financing costs, and an amount representing the interest
factor included in rental expense. On a pro forma basis, for the year ended June 30, 2003, earnings would have been insufficient to cover fixed charges by $4.0 million.
Reflects the write-off of deferred financing costs related to our existing credit facility in the amount of $3.8 million, net of tax. Also reflects fees of $1.8 million, net of tax,
related to prepayment penalties associated with the retirement of a portion of our existing subordinated notes. It does not, however, reflect the payment that may be made
subsequent to June 30, 2003 to repurchase 400,000 shares of our Class A common stock held by our chief executive officer if he exercises his right to sell the shares to us
at a purchase price of $1 million in cash pursuant to an agreement he entered into with us (see “Certain Relationships and Related Transactions”).
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RISK FACTORS
An investment in the new notes is subject to a number of risks. You should carefully consider the following factors, as well as the more detailed descriptions referred to
in this prospectus and the other matters described in this prospectus before making an investment in the new notes.
Risks Relating to the New Notes
Our substantial indebtedness could adversely affect our financial health and prevent us from fulfilling our obligations under the new notes.
We have now and will continue to have a significant amount of indebtedness. After giving effect to the Refinancing Transactions (see “Use of Proceeds”), as of June 30,
2003, our total indebtedness would have been $370.5 million, of which $191.0 million would have been senior secured debt.
Our substantial indebtedness could have important consequences to you. For example, it could:
•

make it more difficult for us to satisfy our obligations with respect to the new notes;

•

increase our vulnerability to general adverse economic and industry conditions;

•

limit our ability to fund future subscriber account purchases, working capital, capital expenditures and other general corporate requirements;

•

require a substantial portion of our cash flow from operations for debt payments;

•

limit our flexibility to plan for, or react to, changes in our business and the industry in which we operate;

•

place us at a competitive disadvantage compared to our competitors that have less debt; and

•

limit our ability to borrow additional funds.

Any of the above listed factors could materially adversely affect us. See “Description of New Notes—Repurchase at the Option of Holders Upon a Change of Control”
and “Description of Indebtedness.”
Despite our current levels of indebtedness, we still may be able to incur substantially more debt. This could further increase the risks described above.
We may be able to incur substantial additional indebtedness in the future. The terms of the indenture relating to the new notes permit us to incur additional indebtedness.
After giving effect to the Refinancing Transactions (see “Use of Proceeds”), as of June 30, 2003, our credit facility would have included a $145 million revolving credit facility,
of which $129 million would have been undrawn at June 30, 2003 and available for future borrowing subject to the satisfaction of applicable covenants. If new debt is added to
our current debt levels, the related risks that we now face could intensify. See “Capitalization,” “Selected Historical Financial Data,” “Description of Indebtedness” and
“Description of New Notes.”
We have significant intangible assets, which may not be adequate to satisfy our obligations in the event of a liquidation.
If we default on our debt or are liquidated, we cannot assure you that the value of our assets will be sufficient to satisfy our obligations, including our obligations with
respect to the new notes. We have a significant amount of intangible assets. At June 30, 2003, 97% of our assets were intangible assets, comprising primarily subscriber
accounts, as well as goodwill and deferred tax assets. The value of our subscriber accounts will depend significantly on the success of our business. At June 30, 2003, we had a
net tangible book value deficit of $501 million.
13
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To service our indebtedness, we will require a significant amount of cash. Our ability to generate cash depends on many factors beyond our control.
Our ability to make payments on and to refinance our indebtedness, including the new notes, and to fund planned capital expenditures and acquisitions of new subscriber
accounts will depend on our ability to generate cash in the future. This, to a certain extent, is subject to general economic, financial, competitive, legislative, regulatory and other
factors that are beyond our control. We cannot assure you that our business will generate sufficient cash flow from operations, that we will realize operating improvements on
schedule or that future borrowings will be available to us under our credit facility in an amount sufficient to enable us to pay our indebtedness, including the new notes, or to
fund our other liquidity needs. Our indebtedness under our credit facility and our subordinated notes will each mature prior to the new notes. We may need to refinance all or a
portion of our indebtedness, including the new notes, on or before maturity. We might not be able to refinance any of our indebtedness, including indebtedness under our credit
facility and the new notes, on commercially reasonable terms or at all.
Your right to receive payments on the new notes is junior to our existing senior indebtedness and possibly most of our future borrowings.
The new notes will rank behind all of our existing indebtedness other than $20.5 million of subordinated debt and all of our future borrowings, except any future
indebtedness that expressly provides that it ranks equal with, or is subordinated in right of payment to, the new notes. As a result, upon any distribution to our creditors in a
bankruptcy or similar proceeding, the holders of our senior debt will be entitled to be paid in full in cash before any payment may be made with respect to the new notes.
In addition, all payments on the new notes will be blocked in the event of a payment default on Designated Senior Debt (as defined in “Description of New Notes”) and
may be prohibited for up to 179 days each year in the event of certain non-payment defaults on Designated Senior Debt.
In the event of a bankruptcy, liquidation or reorganization or similar proceeding, holders of the new notes will participate with all other holders of our subordinated
indebtedness in the assets remaining after we have paid all of our senior debt. In any of these cases, we may not have sufficient funds to pay all of our creditors; therefore,
holders of the new notes may receive ratably less than trade creditors. As of June 30, 2003, after giving effect to the Refinancing Transactions (see “Use of Proceeds”), our
senior secured debt was $191.0 million and we would have had $129 million of availability under the revolving credit facility portion of our credit facility subject to the
satisfaction of applicable covenants. See “Description of New Notes—Subordination” and “Description of Indebtedness—Credit Facility.” If we create or acquire any
subsidiaries, we may be required to have such subsidiaries guarantee the new notes; however, any such guarantees will be subordinated to senior debt of the guarantors to the
same extent that the new notes are subordinated to senior debt.
Our credit facility, the indenture and our existing indebtedness impose many restrictions on us.
The agreements governing our indebtedness restrict our ability to, among other things:
•

incur additional indebtedness;

•

pay dividends and make distributions;

•

issue common and preferred stock of any future subsidiaries;

•

make certain investments;

•

repurchase stock;

•

create liens;

•

enter into transactions with affiliates;
14
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•

enter into sale and leaseback transactions;

•

merge or consolidate; and

•

transfer and sell assets.

In addition, we must comply with certain financial covenants under our credit facility and our existing indebtedness, including those that relate to capital expenditure
limits, maximum total debt to EBITDA, maximum total senior liabilities to EBITDA, senior debt interest coverage and fixed charge coverage. If we cannot comply with such
financial covenants, we may not be able to borrow under the credit facility. In addition, failure to comply with the restrictions contained in the credit facility or our existing
indebtedness could lead to an event of default, which could result in an acceleration of indebtedness. Such an acceleration would also constitute an event of default under the
indenture governing the new notes. See “Description of Indebtedness.”
The interests of our significant shareholders may not be aligned with the interests of the holders of the new notes.
Currently, affiliates of Austin Ventures beneficially own approximately 40.1% of our fully-diluted equity, and they have the right to designate four out of eight members
of our board of directors. As a result, Austin Ventures currently has the ability to significantly influence the outcome of matters submitted for approval of our shareholders and
directors, including the election of directors, the approval of any merger, consolidation or sale of all or substantially all of our assets and the incurrence of additional
indebtedness. See “Security Ownership of Principal Shareholders and Management.” Certain decisions concerning our operations or financial structure may present conflicts of
interest between the holders of our equity and the holders of the new notes. For example, equity investors may have an interest in pursuing acquisitions, divestitures, financings
or other transactions that in their judgment could enhance their equity interest, even though such transactions might involve risk to the holders of the new notes.
We may not have the ability to raise the funds necessary to finance the change of control offer required by the indenture governing the new notes.
Upon the occurrence of certain change of control events, we will be required to offer to repurchase all outstanding new notes. However, it is possible that we will not
have sufficient funds at the time of the change of control to make the required repurchase of new notes or that restrictions in our credit facility will not allow these repurchases.
Federal and state statutes allow courts, under specific circumstances, to void guarantees, subordinate claims in respect of the new notes and require holders of the new
notes to return payments received from guarantors.
We currently have no subsidiaries. However, any future domestic restricted subsidiaries that we form or acquire will be required to guarantee the new notes on a senior
subordinated basis. Under the federal bankruptcy laws and comparable provisions of state fraudulent transfer laws, a guarantee could be voided, or claims in respect of a
guarantee could be subordinated to all other debts of that guarantor, if, among other things, the guarantor, at the time it incurred the indebtedness evidenced by its guarantee:
•

received less than reasonably equivalent value or fair consideration for the incurrence of the guarantee;

•

was insolvent or rendered insolvent by reason of the incurrence;

•

was engaged in a business or transaction for which the guarantor’s remaining assets constituted unreasonably small capital; or

•

intended to incur, or believed that it would incur, debts beyond its ability to pay the debts as they mature.

In addition, any payment by that guarantor pursuant to its guarantee could be voided and required to be returned to the guarantor or to a fund for the benefit of the
creditors of the guarantor.
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•

The measures of insolvency for purposes of these fraudulent transfer laws will vary depending upon the law applied in any proceeding to determine whether a
fraudulent transfer has occurred. Generally, however, a guarantor would be considered insolvent if:
•

the sum of its debts, including contingent liabilities, was greater than the fair saleable value of all of its assets;

•

the present fair saleable value of its assets was less than the amount that would be required to pay its probable liability on its existing debts, including
contingent liabilities, as they become absolute and mature; or

•

it could not pay its debts as they become due.

If you do not properly tender your old notes, you will continue to hold unregistered old notes and your ability to transfer old notes will be adversely affected.
We will only issue new notes in exchange for old notes that you timely and properly tender. Therefore, you should allow sufficient time to ensure timely tender of the old
notes and carefully follow the instructions on how to tender your old notes. Neither we nor the exchange agent are required to tell you of any defects or irregularities with
respect to your tender of the old notes.
If you do not exchange your old notes for the new notes pursuant to the exchange offer, the old notes you hold will continue to be subject to the existing transfer
restrictions. In general, you may not offer or sell the old notes except under an exemption from, or in a transaction not subject to, the Securities Act and applicable state
securities laws. We do not plan to register old notes under the Securities Act unless our registration rights agreement with the initial purchasers of the old notes requires us to do
so. Further, if you continue to hold any old notes after the exchange offer is consummated, you may not be able to sell the old notes because there will be fewer old notes
outstanding.
If an active trading market does not develop for the new notes, you may be unable to sell the new notes or to sell the new notes at a price that you deem sufficient.
The new notes will be new securities for which there currently is no established trading market. Although we will register the new notes under the Securities Act, we do
not intend to apply for listing of the new notes on any securities exchange or for quotation of the new notes in any automated dealer quotation system. In addition, although the
initial purchasers of the old notes have informed us that they intend to make a market in the new notes after the exchange offer, the initial purchasers may stop making a market
at any time. Finally, if a large number of holders of old notes do not tender old notes or tender old notes improperly, the limited amount of new notes that would be issued and
outstanding after we consummate the exchange offer could adversely affect the development of a market for these new notes.
Risks Relating to Our Business
Attrition of subscriber accounts could materially adversely affect our operations.
We experience attrition of subscriber accounts as a result of several factors, including:
•

relocation of subscribers;

•

adverse financial and economic conditions; and

•

competition from other alarm monitoring companies.
16
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In addition, we may lose subscriber accounts if we do not service those accounts adequately or do not successfully assimilate new subscriber accounts into our
operations. A significant increase in attrition of subscriber accounts could have a material adverse effect on us.
When acquiring subscriber accounts, we usually require the dealer to provide a guarantee against account cancellations for a period (typically 12 months) following the
account acquisition, and we usually withhold a portion of the purchase price as a partial reserve against any subscriber attrition in the first year. If the actual attrition rate for the
subscriber accounts acquired is significantly greater than the rate we assumed at the time of the acquisition, and we are unable to recover our damages through the replacement
of an account under the dealer guarantee or from the portion of the purchase price we held back from the dealer, the attrition could have a material adverse effect on us. If the
subscriber cancels the contract after the dealer guarantee period, we no longer have any recourse against the dealer and our only recourse is against the subscriber for the value
of the remaining term of the contract. In addition, our subscriber contracts are typically only three years in duration and if a subscriber cancels the contract at or soon after the
end of the three-year period, we would likely not have recovered our cost of purchasing the contract. If we fail to enforce the subscriber contract or collect on any payments
owed by the subscriber to us, we may also not recover our cost of purchasing the contract. We cannot assure you that the actual attrition rate for acquired subscriber accounts
will not be greater than the attrition rate that we assumed or that we have historically experienced. See “Management’s Discussion and Analysis of Financial Condition and
Results of Operations—Attrition.”
We may be unable to manage our growth effectively.
A principal element of our business strategy is to grow through the acquisition of subscriber accounts purchased through our authorized dealer program. This expansion
has placed and will continue to place substantial demands on our management and operational resources, including our information systems. Our future operating results will
depend in large part on our ability to grow and manage this growth effectively. We experience loss of dealers from our dealer program due to various factors, such as dealers
becoming inactive or discontinuing their electronic security business, non-renewal of our dealer contracts and competition from other alarm monitoring companies. We actively
engage in the development of our dealer network and in maintaining and expanding our dealer program. However, if we experience a significant loss of dealers from our dealer
program or if we are unable to replace or recruit dealers in accordance with our business plans, our future operating results may be adversely affected.
We face risks in acquiring and integrating subscriber accounts.
Acquisitions of subscriber accounts involve a number of special risks, including the possibility of unanticipated problems that were not discovered prior to the
acquisition and account attrition. We face competition from other alarm monitoring companies, including companies that have more capital than we have and that may offer
higher prices and more favorable terms to dealers for subscriber accounts purchased, or lower prices for monitoring services provided. This competition could reduce the
acquisition opportunities available to us, thus slowing our rate of growth, and/or increase the price we pay for such account acquisitions, thus reducing our return on investment.
We cannot assure you that we will be able to purchase subscriber accounts on favorable terms in the future. See “Risk Factors—The high level of competition in our industry
could adversely affect our business” and “Management’s Discussion and Analysis of Financial Condition and Results of Operations—Attrition.”
The purchase price we pay for a subscriber account is affected by the monthly recurring revenue generated by that account as well as several other factors, including our
prior experience with accounts purchased from the dealer, the geographic location of the account, the number of accounts purchased and the type of security equipment used by
the subscriber. In purchasing accounts, we have relied on management’s knowledge of the industry, due diligence procedures and representations and warranties of the dealers.
We cannot assure you that in all instances the representations and warranties made by the dealers are true and complete or, if the
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representations and warranties are inaccurate, that we will be able to recover damages from the dealers in an amount sufficient to fully compensate us for any resulting losses.
We expect that future account acquisitions will present the same risks to us as our prior account acquisitions. See “Business—Operations—Dealer Program.”
We depend on our relationships with alarm system manufacturers and suppliers. If we are not able to maintain or renew these strategic alliances, or enter into new
alliances, we may be unable to fully implement our growth strategy.
We currently have agreements with certain alarm system manufacturers and suppliers of hardware to offer purchase discounts to our dealers. These relationships:
•

provide important introductions to prospective dealers, which helps us in our dealer recruiting process;

•

provide an additional source of prospective subscriber accounts; and

•

enhance our existing dealer relationships.

We may not be able to maintain or renew our existing strategic alliances on terms and conditions favorable to us or enter into alliances with additional manufacturers and
suppliers. If we are unable to maintain or renew our existing strategic alliances or enter into new alliances, we may be unable to fully implement our growth strategy.
We may be unable to obtain additional funds to grow our business.
In fiscal 2001, 2002 and 2003 we invested a total of approximately $278.7 million in acquisitions of subscriber accounts. We used a combination of proceeds from
issuances of preferred stock, borrowings under our old credit facility, issuances of senior subordinated and subordinated notes and cash flow from operations to fund our
investing activities during those fiscal years. We intend to continue to pursue growth through the acquisition of subscriber accounts through our authorized dealer program. To
continue our growth strategy, we will be required to make additional drawdowns under our credit facility or seek additional financing through new loans or from the possible
sale of additional securities in the future, which may lead to higher leverage. Any inability we have to obtain funding through external financing is likely to adversely affect our
ability to continue or accelerate our subscriber account acquisition activities. We cannot assure you that we will be able to obtain external funding on attractive terms or at all.
“False alarm” ordinances could adversely affect our operations.
Significant concern has arisen in certain municipalities about the high incidence of false alarms. This concern could cause a decrease in the likelihood or timeliness of
police response to alarm activations and thereby decrease the propensity of consumers to purchase or maintain alarm monitoring services.
An increasing number of local governmental authorities have considered or adopted various measures aimed at reducing the number of false alarms. Such measures
could include:
•

subjecting alarm monitoring companies to fines or penalties for transmitting false alarms;

•

imposing fines on alarm subscribers for false alarms;

•

imposing limitations on the number of times the police will respond to alarms at a particular location after a specified number of false alarms; and

•

requiring further verification of an alarm signal, such as a visual verification, before the police will respond.

Enactment of these measures could adversely affect our future business and operations. For example, the cities of Las Vegas and Salt Lake City have implemented
verified response ordinances and Los Angeles is
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considering the adoption of a similar policy for residential and commercial burglar alarms. A verified response policy means that police officers generally do not respond to an
alarm until someone else (e.g., the resident, a neighbor or a security guard) first verifies that it is valid. Some alarm monitoring companies operating in these cities hire security
guards or use third-party guard firms to verify an alarm. If we need to hire security guards or use third-party guard firms, it could have a material adverse effect on our margins.
Although we have less than 5,000 subscribers in Los Angeles, Las Vegas and Salt Lake City, a more widespread adoption of such a policy or similar policies in other cities or
municipalities could adversely affect our business.
Future government regulations could adversely affect our operations.
Our operations are subject to a variety of laws, regulations and licensing requirements of federal, state and local authorities. In certain jurisdictions, we are required to
obtain licenses or permits, to comply with standards governing monitoring station employee selection and training and to meet certain standards in the conduct of our business.
The loss of these licenses in jurisdictions where we have significant business, or the imposition of conditions to the granting or retention of these licenses, could have a material
adverse effect on us. See “Business—Regulatory Matters.”
Risks of liability from our operations are significant.
The nature of the services we provide potentially exposes us to greater risks of liability for employee acts or omissions or system failure than may be inherent in other
businesses. Substantially all of our alarm monitoring contracts contain provisions limiting our liability to subscribers and dealers in an attempt to reduce this risk. However, in
the event of litigation with respect to these matters, we cannot assure you that these limitations will be enforced, and the costs of such litigation could have a material adverse
effect on us. See “Business—Legal Proceedings.”
We carry insurance of various types, including general liability insurance and errors and omissions insurance. Our loss experience, and the loss experience of other alarm
monitoring companies, may affect the availability and cost of our insurance. Certain of our insurance policies and the laws of some states may limit or prohibit insurance
coverage for punitive or certain other types of damages or liability arising from gross negligence.
The high level of competition in our industry could adversely affect our business.
The security alarm monitoring industry is highly competitive and highly fragmented. We compete with several companies that have account acquisition and loan
programs for independent dealers and some of those competitors are larger than we are and have more capital than we do. Some of the major firms we compete against include
ADT Operations Inc., a subsidiary of Tyco International Ltd.; Protection One, Inc., a subsidiary of Westar Energy, Inc.; Brinks Home Security Inc., a subsidiary of The Pittston
Company; and Honeywell Security, a division of Honeywell, Inc. Increased competition from other alarm monitoring companies could require us to increase the purchase price
we pay for subscriber accounts, decrease the monitoring fees we charge our subscribers and take other measures that could reduce our margins. These increases, decreases and
other measures could have a material adverse effect on us. See “Business—Competition.”
A loss of one of our executive officers could adversely affect us.
The success of our business is largely dependent upon the active participation of our executive officers, including our founder and chief executive officer, James R. Hull.
The loss of the services of Mr. Hull or other key members of our management for any reason may have a material adverse effect on our business. Our ability to manage our
anticipated growth will depend on our ability to identify, hire and retain additional qualified management personnel. We may be unsuccessful in attracting and retaining these
personnel and this failure could materially adversely affect us. See “Management.”
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We could experience system failure as a result of a catastrophic event or natural disaster that could harm our business and reputation.
Our Underwriters Laboratories (“UL”) listed central monitoring facility is housed in three buildings that are all within a very close proximity to one another. Although
our central monitoring facility has back-up computer and power systems, if there is a catastrophic event or natural disaster affecting all three buildings comprising the central
monitoring facility, the service that we provide our subscribers would be interrupted until such time as we were able to migrate our operations to another facility.
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EXCHANGE OFFER
Purpose and Effect of the Exchange Offer
In connection with the issuance of the old notes, we entered into a registration rights agreement under which we agreed to:
•

within 90 days after the issue date of the old notes, file a registration statement with the Securities and Exchange Commission with respect to a registered offer to
exchange the old notes for new notes of ours having terms substantially identical in all material respects to the old notes except with respect to transfer restrictions;

•

use our reasonable best efforts to cause the registration statement to be declared effective under the Securities Act within 210 days after the issue date of the old notes;

•

use our best efforts to consummate the exchange offer on the earliest practicable date after the registration statement is declared effective, but in no event later than
240 days after the issue date of the old notes;

•

keep the exchange offer open for not less than 20 days (or longer if required by applicable law) after the date notice of the exchange offer is mailed to the holders of
the old notes; and

•

to file a shelf registration for the resale of the old notes if we cannot consummate the exchange offer within the time period listed above and certain other
circumstances described in this prospectus.

For each old note tendered to us pursuant to the exchange offer, we will issue to the holder of such old note a new note having a principal amount equal to that of the
surrendered old note. Interest on each new note will accrue from the last interest payment date on which interest was paid on the old note surrendered in exchange therefor, or, if
no interest has been paid on such old note, from the date of its original issue.
Under existing interpretations of the staff of the Securities and Exchange Commission issued to third parties, the new notes will be freely transferable by holders other
than our affiliates after the exchange offer without further registration under the Securities Act if the holder of the new notes represents to us in the exchange offer that it is
acquiring the new notes in the ordinary course of its business, that it has no arrangement or understanding with any person to participate in the distribution of the new notes and
that it is not our affiliate, as such terms are interpreted by the Securities and Exchange Commission; provided, however that broker-dealers receiving new notes in the exchange
offer will have a prospectus delivery requirement with respect to resales of such new notes. The staff of the Securities and Exchange Commission has taken the position in
interpretations issued to third parties that participating broker-dealers may fulfill their prospectus delivery requirements with respect to new notes (other than a resale of an
unsold allotment from the original sale of the old notes) with the prospectus contained in the registration statement covering the new notes. Each broker-dealer that receives new
notes for its own account in exchange for old notes, where such old notes were acquired by such broker-dealer as a result of market-making activities or other trading activities,
must acknowledge that it will deliver a prospectus in connection with any resale of such new notes. See “Plan of Distribution.”
Under the registration rights agreement, we are required to allow participating broker-dealers and other persons, if any, with similar prospectus delivery requirements to
use the prospectus contained in the registration statement in connection with the resale of the new notes for 180 days following the effective date of such registration statement
(or such shorter period during which participating broker-dealers are required by law to deliver such prospectus).
A holder of old notes (other than certain specified holders) who wishes to exchange old notes for new notes in the exchange offer will be required to represent that any
new notes to be received by it will be acquired in the ordinary course of its business and that at the time of the commencement of the exchange offer it has no arrangement or
understanding with any person to participate in the distribution (within the meaning of the
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Securities Act) of the new notes and that it is not our “affiliate,” as defined in Rule 405 of the Securities Act, or if it is an affiliate, that it will comply with the registration and
prospectus delivery requirements of the Securities Act to the extent applicable.
In the event that:
•

any change of law or in applicable interpretations thereof by the staff of the Securities and Exchange Commission issued to third parties do not permit us to effect an
exchange offer;

•

for any reason the exchange offer is not consummated within 240 days after the date of the original issuance of the old notes; or

•

any holder of old notes notifies us prior to the 20th day following the date of the consummation of the exchange offer that such holder is prohibited by applicable law
or Securities and Exchange Commission policy from participating in the exchange offer;

then we will, at our cost, file and use our reasonable best efforts to have declared effective a shelf registration statement covering resales of the old notes as promptly as
practicable (but in no event more than 90 days after the occurrence of any of the events set forth above).
We will use our reasonable best efforts to cause the shelf registration statement to be declared effective under the Securities Act and use our best efforts to keep the shelf
registration statement continuously effective for a period until the earlier of (i) the expiration of the period referred to in Rule 144(k) under the Securities Act (or any successor
rule) with respect to the old notes or (ii) such shorter period that will terminate when all the old notes covered by such shelf registration statement have been sold pursuant to
such shelf registration statement. We will, if we file a shelf registration statement, among other things, provide to each holder for whom such shelf registration statement was
filed copies of the prospectus which is a part of the shelf registration statement, notify each such holder when the shelf registration statement has become effective and take
certain other actions as are required to permit unrestricted resales of the old notes or the new notes, as the case may be. A holder selling such old notes or new notes pursuant to
the shelf registration statement generally would be required to be named as a selling security holder in the related prospectus and to deliver a prospectus to purchasers, will be
subject to certain of the civil liability provisions under the Securities Act in connection with such sales and will be bound by the provisions of the registration rights agreement
which are applicable to such holder (including certain indemnification obligations).
The registration rights agreement obligates us to pay special interest (“Special Interest”) on the principal amount of the old notes and the new notes (in addition to the
stated interest on the old notes and the new notes) upon the occurrence of any of the following events:
•

on or prior to the 90th day following the date of original issuance of the old notes, the exchange offer registration statement has not been filed with the Securities and
Exchange Commission;

•

on or prior to the 45th day after the obligation to file the shelf registration statement has arisen, the shelf registration statement has not been filed with the Securities
and Exchange Commission;

•

on or prior to the 210th day following the date of original issuance of the old notes, the exchange offer registration statement has not been declared effective;

•

on or prior to the 90th day after the obligation to file the shelf registration statement has arisen, the shelf registration statement has not been declared effective;

•

on or prior to the 240th day following the date of original issuance of the old notes, the registered exchange offer has not been consummated; or
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•

after either the exchange offer registration statement or the shelf registration statement has been declared effective, such registration statement thereafter ceases to be
effective or fail to be usable in connection with the resales of old notes in accordance with and during the periods specified in the registration rights agreement without
being succeeded immediately by a post-effective amendment to such registration statement that cures such failure and that is itself immediately declared effective.

We refer herein to any of the foregoing occurrences as a registration default.
Special Interest will accrue on the principal amount of the old notes and the new notes (in addition to the stated interest on the old notes and the new notes) from and
including the date on which any registration default shall occur to but excluding the date on which all registration defaults have been cured. Special Interest will accrue at a rate
of .25% per annum during the 90-day period immediately following the occurrence of a registration default and shall increase by .25% per annum at the end of each subsequent
90-day period, but in no event shall such rate exceed 1.5% per annum.
All references in the indenture, in any context, to any interest or other amount payable on or with respect to the old notes or new notes shall be deemed to include any
Special Interest pursuant to the registration rights agreement.
Resale of New Notes
Based on no action letters of the staff of the Securities and Exchange Commission issued to third parties, we believe that new notes may be offered for resale, resold and
otherwise transferred by you without further compliance with the registration and prospectus delivery provisions of the Securities Act if:
•

you are not our “affiliate” within the meaning of Rule 405 under the Securities Act;

•

such new notes are acquired in the ordinary course of your business; and

•

you do not intend to participate in the distribution of such new notes.

The staff of the Securities and Exchange Commission, however, has not considered the exchange offer for the new notes in the context of a no action letter, and the staff
of the Securities and Exchange Commission may not make a similar determination as in the no action letters issued to these third parties.
If you tender in the exchange offer with the intention of participating in any manner in a distribution of the new notes:
•

you cannot rely on such interpretations by the Securities and Exchange Commission staff issued to third parties; and

•

you must comply with the registration and prospectus delivery requirements of the Securities Act in connection with a secondary resale transaction.

Unless an exemption from registration is otherwise available, any security holder intending to distribute new notes should be covered by an effective registration
statement under the Securities Act. This registration statement should contain the selling security holder’s information required by Item 507 of Regulation S-K under the
Securities Act. This prospectus may be used for an offer to resell, resale or other retransfer of new notes only as specifically described in this prospectus. Only broker-dealers
that acquired the old notes as a result of market-making activities or other trading activities may participate in the exchange offer. Each broker-dealer that receives new notes for
its own account in exchange for old notes, where such old notes were acquired by such broker-dealer as a result of market-making activities or other trading activities, must
acknowledge that it will deliver a prospectus in connection with any resale of the new notes. Please read the section captioned “Plan of Distribution” for more details regarding
the transfer of new notes.
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Terms of the Exchange Offer
Subject to the terms and conditions described in this prospectus and in the letter of transmittal, we will accept for exchange any old notes properly tendered and not
withdrawn prior to the expiration date. We will issue new notes in principal amount equal to the principal amount of old notes surrendered under the exchange offer. Old notes
may be tendered only for new notes and only in integral multiples of $1,000.
The exchange offer is not conditioned upon any minimum aggregate principal amount of old notes being tendered for exchange.
As of the date of this prospectus, $160,000,000 aggregate principal amount of the old notes is outstanding. This prospectus and the letter of transmittal are being sent to
all registered holders of old notes. There will be no fixed record date for determining registered holders of old notes entitled to participate in the exchange offer.
We intend to conduct the exchange offer in accordance with the provisions of the registration rights agreement, the applicable requirements of the Securities Act and the
Securities Exchange Act of 1934 and the rules and regulations of the Securities and Exchange Commission. Old notes that the holders thereof do not tender for exchange in the
exchange offer will remain outstanding and continue to accrue interest. These old notes will be entitled to the rights and benefits such holders have under the indenture relating
to the old notes and the registration rights agreement.
We will be deemed to have accepted for exchange properly tendered old notes when we have given oral or written notice of the acceptance to the exchange agent and
complied with the applicable provisions of the registration rights agreement. The exchange agent will act as agent for the tendering holders for the purposes of receiving the new
notes from us.
If you tender old notes in the exchange offer, you will not be required to pay brokerage commissions or fees or, subject to the letter of transmittal, transfer taxes with
respect to the exchange of old notes. We will pay all charges and expenses, other than certain applicable taxes described below, in connecting with the exchange offer. It is
important that you read the section labeled “—Fees and Expenses” for more details regarding fees and expenses incurred in the exchange offer.
We will return any old notes that we do not accept for exchange for any reason without expense to their tendering holder promptly after the expiration or termination of
the exchange offer.
Each broker-dealer that receives new notes for its own account in exchange for old notes, where such old notes were acquired by such broker-dealer as a result of
market-making activities or other trading activities, must acknowledge that it will deliver a prospectus in connection with any resale of such new notes. See “Plan of
Distribution.”
Expiration Date
The exchange offer will expire at 5:00 p.m. New York City time on

unless, in our sole discretion, we extend it.

Extensions, Delays in Acceptance, Termination or Amendment
We expressly reserve the right, at any time or various times, to extend the period of time during which the exchange offer is open, subject to the thirty business day
maximum offering period. We may delay acceptance of any old notes by giving oral or written notice of such extension to their holders if the exchange offer is so extended.
During any such extensions, all old notes previously tendered will remain subject to the exchange offer, and we may accept them for exchange upon the expiration of the
extended exchange offer.
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In order to extend the exchange offer, we will notify the exchange agent orally or in writing of any extension. We will notify the registered holders of old notes of the
extension no later than 9:00 a.m., New York City time, on the business day after the previously scheduled expiration date.
If any of the conditions described below under “—Conditions to the Exchange Offer” have not been satisfied, we reserve the right, in our sole discretion
•

to delay accepting for exchange any old notes,

•

to extend the exchange offer, or

•

to terminate the exchange offer,

by giving oral or written notice of such delay, extension or termination to the exchange agent. However, we may not delay acceptance for exchange of any old notes after the
expiration of the exchange offer. Subject to the terms of the registration rights agreement, we also reserve the right to amend the terms of the exchange offer in any manner.
Any such delay in acceptance, extension, termination or amendment will be followed promptly by oral or written notice thereof to the registered holders of old notes. If
we amend the exchange offer in a manner that we determine to constitute a material change, we will promptly disclose such amendment by means of a prospectus supplement.
The supplement will be distributed to the registered holders of the old notes. Depending upon the significance of the amendment and the manner of disclosure to the registered
holders, we will extend the exchange offer if the exchange offer would otherwise expire during such period.
Conditions to the Exchange Offer
We will not be required to accept for exchange, or exchange any new notes for, any old notes if the exchange offer, or the making of any exchange by a holder of old
notes, would violate applicable law or any applicable interpretation of the staff of the Securities and Exchange Commission. Similarly, we may terminate the exchange offer as
provided in this prospectus before accepting old notes for exchange in the event of such a potential violation.
In addition, we will not be obligated to accept for exchange the old notes of any holder that has not made to us the representations described under “—Purpose and Effect
of the Exchange Offer,” “—Procedures for Tendering” and “Plan of Distribution” and such other representations as may be reasonably necessary under applicable Securities
and Exchange Commission rules, regulations or staff interpretations to allow us to use an appropriate form to register the new notes under the Securities Act.
We expressly reserve the right to amend or terminate the exchange offer, and to reject for exchange any old notes not previously accepted for exchange, upon the
occurrence of any of the conditions to the exchange offer specified above. We will give oral or written notice of any extension, amendment, non-acceptance or termination to the
holders of the old notes as promptly as practicable.
These conditions are for our sole benefit, and we may assert them or waive them in whole or in part at any time prior to or on the expiration of the exchange offer in our
sole discretion. If we fail at any time to exercise any of these rights, this failure will not mean that we have waived our rights. Each such right will be deemed an ongoing right
that we may assert at any time prior to or on the expiration of the exchange offer.
In addition, we will not accept for exchange any old notes tendered, and will not issue new notes in exchange for any such old notes, if at such time any stop order has
been threatened or is in effect with respect to the registration statement of which this prospectus constitutes a part or the qualification of the indenture relating to the new notes
under the Trust Indenture Act of 1939.
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Procedures for Tendering
How to tender generally
Only a holder of old notes may tender such old notes in the exchange offer. To tender in the exchange offer, a holder must:
•

complete, sign and date the letter of transmittal, or a facsimile of the letter of transmittal;

•

have the signature on the letter of transmittal guaranteed if the letter of transmittal so requires; and

•

mail or deliver such letter of transmittal or facsimile to the exchange agent prior to the expiration date; or

•

comply with the automated tender offer program procedures of The Depository Trust Company, or DTC, described below.

In addition, either:
•

the exchange agent must receive old notes along with the letter of transmittal;

•

the exchange agent must receive, prior to the expiration date, a timely confirmation of book-entry transfer of such old notes into the exchange agent’s account at DTC
according to the procedure for book-entry transfer described below or a properly transmitted agent’s message; or

•

the holder must comply with the guaranteed delivery procedures described below.

To be tendered effectively, the exchange agent must receive any physical delivery of the letter of transmittal and other required documents at its address indicated on the
cover page of the letter of transmittal. The exchange agent must receive such documents prior to the expiration date.
The tender by a holder that is not withdrawn prior to the expiration date will constitute an agreement between the holder and us in accordance with the terms and subject
to the conditions described in this prospectus and in the letter of transmittal.
The method of delivery of old notes, the letter of transmittal and all other required documents to the exchange agent is at your election and risk. Rather than mail these
items, we recommend that you use an overnight or hand delivery service. In all cases, you should allow sufficient time to assure delivery to the exchange agent before the
expiration date. You should not send the letter of transmittal or old notes to us. You may request your brokers, dealers, commercial banks, trust companies or other nominees to
effect the above transactions for you.
How to tender if you are a beneficial owner
If you beneficially own old notes that are registered in the name of a broker, dealer, commercial bank, trust company or other nominee and you wish to tender those
notes, you should contact the registered holder promptly and instruct it to tender on your behalf. If you are a beneficial owner and wish to tender on your own behalf, you must,
prior to completing and executing the letter of transmittal and delivering your old notes, either:
•

make appropriate arrangements to register ownership of the old notes in your name; or

•

obtain a properly completed bond power from the registered holder of old notes.

The transfer of registered ownership may take considerable time and may not be completed prior to the expiration date.
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Signatures and signature guarantees
You must have signatures on a letter of transmittal or a notice of withdrawal (as described below) guaranteed by a member firm of a registered national securities
exchange or of the National Association of Securities Dealers, Inc., a commercial bank or trust company having an office or correspondent in the United States, or an “eligible
guarantor institution” within the meaning of Rule 17Ad-15 under the Securities Exchange Act of 1934. In addition, such entity must be a member of one of the recognized
signature guarantee programs identified in the letter of transmittal. Signature guarantees are not required, however, if the notes are tendered:
•

by a registered holder who has not completed the box entitled “Special Issuance Instructions” or “Special Delivery Instructions” on the letter of transmittal; or

•

for the account of a member firm of a registered national securities exchange or of the National Association of Securities Dealers, Inc., a commercial bank or trust
company having an office or correspondent in the United States, or an eligible guarantor institution.

When you need endorsements or bond powers
If the letter of transmittal is signed by a person other than the registered holder of any old notes, the old notes must be endorsed or accompanied by a properly completed
bond power. The bond power must be signed by the registered holder as the registered holder’s name appears on the old notes. A member firm of a registered national securities
exchange or of the National Association of Securities Dealers, Inc., a commercial bank or trust company having an office or correspondent in the United States, or an eligible
guarantor institution must guarantee the signature on the bond power.
If the letter of transmittal or any old notes or bond powers are signed by trustees, executors, administrators, guardians, attorneys-in-fact, officers of corporations or others
acting in a fiduciary or representative capacity, those persons should so indicate when signing. Unless waived by us, they should also submit evidence satisfactory to us of their
authority to deliver the letter of transmittal.
Tendering through DTC’s automated tender offer program
The exchange agent and DTC have confirmed that any financial institution that is a participant in DTC’s system may use DTC’s automated tender offer program to
tender. Participants in the program may, instead of physically completing and signing the letter of transmittal and delivering it to the exchange agent, transmit their acceptance
of the exchange offer electronically. They may do so by causing DTC to transfer the old notes to the exchange agent in accordance with its procedures for transfer. DTC will
then send an agent’s message to the exchange agent.
The term “agent’s message” means a message transmitted by DTC, received by the exchange agent and forming part of the book-entry confirmation, to the effect that:
•

DTC has received an express acknowledgment from a participant in its automated tender offer program that it is tendering old notes that are the subject of such bookentry confirmation;

•

such participant has received and agrees to be bound by the terms of the letter of transmittal or, in the case of an agent’s message relating to guaranteed delivery, that
such participant has received and agrees to be bound by the applicable notice of guaranteed delivery; and

•

the agreement may be enforced against such participant.

Determinations under the exchange offer
We will determine in our sole discretion all questions as to the validity, form, eligibility, time of receipt, acceptance of tendered old notes and withdrawal of tendered old
notes. Our determinations will be final and
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binding. We reserve the absolute right to reject any old notes not properly tendered or any old notes our acceptance of which would, in the opinion of our counsel, be unlawful.
We also reserve the right to waive any defects, irregularities or conditions of tender as to particular old notes. Our interpretation of the terms and conditions of the exchange
offer, including the instructions in the letter of transmittal, will be final and binding on all parties. Unless waived, all defects or irregularities in connection with tenders of old
notes must be cured within such time as we shall determine. Although we intend to notify holders of defects or irregularities with respect to tenders of old notes, neither we, the
exchange agent nor any other person will incur any liability for failure to give such notification. Tenders of old notes will not be deemed made until such defects or irregularities
have been cured or waived. Any old notes received by the exchange agent that are not properly tendered and as to which the defects or irregularities have not been cured or
waived will be returned to the tendering holder, unless otherwise provided in the letter of transmittal, as soon as practicable following the expiration date.
When we will issue new notes
In all cases, we will issue new notes for old notes that we have accepted for exchange under the exchange offer only after the exchange agent timely receives:
•

old notes or a timely book-entry confirmation of such old notes into the exchange agent’s account at DTC; and

•

a properly completed and duly executed letter of transmittal and all other required documents or a properly transmitted agent’s message.

Return of old notes not accepted or exchanged
If we do not accept any tendered old notes for exchange or if old notes are submitted for a greater principal amount than the holder desires to exchange, the unaccepted or
non-exchanged old notes will be returned without expense to their tendering holder. In the case of old notes tendered by book-entry transfer in the exchange agent’s account at
DTC according to the procedures described below, such non-exchanged old notes will be credited to an account maintained with DTC. These actions will occur promptly after
the expiration or termination of the exchange offer.
Your representations to us
By signing or agreeing to be bound by the letter of transmittal, you will represent to us that, among other things:
•

any new notes that you receive will be acquired in the ordinary course of your business;

•

you have no arrangement or understanding with any person or entity to participate in the distribution of the new notes within the meaning of the Securities Act;

•

if you are not a broker-dealer that you are not engaged in and do not intend to engage in the distribution of the new notes;

•

if you are a broker-dealer that will receive new notes for your own account in exchange for old notes, you acquired those notes as a result of market-making activities
or other trading activities and you will deliver a prospectus, as required by law, in connection with any resale of such new notes; and

•

you are not our “affiliate,” as defined in Rule 405 of the Securities Act or if you are our “affiliate” that you will comply with the registration and prospectus delivery
requirements of the Securities Act to the extent applicable.

Book-Entry Transfer
The exchange agent will establish an account with respect to the old notes at DTC for purposes of the exchange offer promptly after the date of this prospectus. Any
financial institution participating in DTC’s system may make book-entry delivery of old notes by causing DTC to transfer such old notes into the exchange agent’s
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account at DTC in accordance with DTC’s procedures for transfer. Holders of old notes who are unable to deliver confirmation of the book-entry tender of their old notes into
the exchange agent’s account at DTC or all other documents required by the letter of transmittal to the exchange agent on or prior to the expiration date must tender their old
notes according to the guaranteed delivery procedures described below.
Guaranteed Delivery Procedures
If you wish to tender your old notes but your old notes are not immediately available or you cannot deliver your old notes, the letter of transmittal or any other required
documents to the exchange agent or comply with the applicable procedures under DTC’s automated tender offer program prior to the expiration date, you may tender if:
•

the tender is made through a member firm of a registered national securities exchange or of the National Association of Securities Dealers, Inc., a commercial bank or
trust company having an office or correspondent in the United States, or an eligible guarantor institution,

•

prior to the expiration date, the exchange agent receives from such member firm of a registered national securities exchange or of the National Association of
Securities Dealers, Inc., commercial bank or trust company having an office or correspondent in the United States, or eligible guarantor institution either a properly
completed and duly executed notice of guaranteed delivery by facsimile transmission, mail or hand delivery or a properly transmitted agent’s message and notice of
guaranteed delivery:

•

—

setting forth your name and address, the registered number(s) of your old notes and the principal amount of old notes tendered,

—

stating that the tender is being made thereby, and

—

guaranteeing that, within three New York Stock Exchange trading days after the expiration date, the letter of transmittal or facsimile thereof, together with
the old notes or a book-entry confirmation, and any other documents required by the letter of transmittal will be deposited by the eligible guarantor
institution with the exchange agent, and

the exchange agent receives such properly completed and executed letter of transmittal or facsimile thereof, as well as all tendered old notes in proper form for
transfer or a book-entry confirmation, and all other documents required by the letter of transmittal, within three New York Stock Exchange trading days after the
expiration date.

Upon request to the exchange agent, a notice of guaranteed delivery will be sent to you if you wish to tender your old notes according to the guaranteed delivery
procedures described above.
Withdrawal of Tenders
Except as otherwise provided in this prospectus, you may withdraw your tender at any time prior to the expiration date.
For a withdrawal to be effective:
•

the exchange agent must receive a written notice of withdrawal at the address indicated on the cover page of the letter of transmittal, or

•

you must comply with the appropriate procedures of DTC’s automated tender offer program system.

Any notice of withdrawal must:
•

specify the name of the person who tendered the old notes to be withdrawn, and
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•

identify the old notes to be withdrawn, including the principal amount of such old notes.

If old notes have been tendered under the procedure for book-entry transfer described above, any notice of withdrawal must specify the name and number of the account
at DTC to be credited with withdrawn old notes and otherwise comply with the procedures of DTC.
We will determine all questions as to the validity, form, eligibility and time of receipt of notice of withdrawal. Our determination shall be final and binding on all parties.
We will deem any old notes so withdrawn not to have been validly tendered for exchange for purposes of the exchange offer.
Any old notes that have been tendered for exchange but that are not exchanged for any reason will be returned to their holder without cost to the holder. In the case of old
notes tendered by book-entry transfer into the exchange agent’s account at DTC according to the procedures described above, such old notes will be credited to an account
maintained with DTC for the old notes. This return or crediting will take place as soon as practicable after withdrawal, rejection of tender or termination of the exchange offer.
You may retender properly withdrawn old notes by following one of the procedures described under “—Procedures for Tendering” above at any time on or prior to the
expiration date.
Fees and Expenses
We will bear the expenses of soliciting tenders. The principal solicitation is being made by mail; however, we may make additional solicitation by telegraph, telephone or
in person by our officers and regular employees and those of our affiliates.
We have not retained any dealer-manager in connection with the exchange offer and will not make any payments to broker-dealers or others soliciting acceptances of the
exchange offer. We will, however, pay the exchange agent reasonable and customary fees for its services and reimburse it for its related reasonable out-of-pocket expenses.
We will pay the cash expenses to be incurred in connection with the exchange offer. They include:
•

Securities and Exchange Commission registration fees;

•

fees and expenses of the exchange agent and trustee;

•

accounting and legal fees and printing costs; and

•

related fees and expenses.

Transfer Taxes
We will pay all transfer taxes, if any, applicable to the exchange of old notes under the exchange offer. The tendering holder, however, will be required to pay any
transfer taxes, whether imposed on the registered holder or any other person, if:
•

certificates representing old notes for principal amounts not tendered or accepted for exchange are to be delivered to, or are to be issued in the name of, any person
other than the registered holder of old notes tendered;

•

tendered old notes are registered in the name of any person other than the person signing the letter of transmittal; or

•

a transfer tax is imposed for any reason other than the exchange of old notes under the exchange offer.

If satisfactory evidence of payment of any transfer taxes payable by a note holder is not submitted with the letter of transmittal, the amount of such transfer taxes will be
billed directly to that tendering holder.
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Consequences of Failure to Exchange
If you do not exchange new notes for your old notes under the exchange offer, you will remain subject to the existing restrictions on transfer of the old notes. In general,
you may not offer or sell the old notes unless they are registered under the Securities Act or unless the offer or sale is exempt from the registration under the Securities Act and
applicable state securities laws. Except as required by the registration rights agreement, we do not intend to register resales of the old notes under the Securities Act.
Accounting Treatment
We will record the new notes in our accounting records at the same carrying value as the old notes. This carrying value is the aggregate principal amount less the original
issue discount of the old notes, as reflected in our accounting records on the date of exchange. Accordingly, we will not recognize any gain or loss for accounting purposes in
connection with the exchange offer. The expenses of the exchange offer will be amortized over the term of the new notes.
Other
Participation in the exchange offer is voluntary, and you should carefully consider whether to accept. You are urged to consult your financial and tax advisors in making
your own decision on what action to take.
We may in the future seek to acquire untendered old notes in open market or privately negotiated transactions, through subsequent exchange offers or otherwise. We
have no present plans to acquire any old notes that are not tendered in the exchange offer or to file a registration statement to permit resales of any untendered old notes.
Each broker-dealer that receives new notes for its own account in exchange for old notes, where such were acquired by such broker-dealer as a result of market-making
activities or other trading activities, must acknowledge that it will deliver a prospectus in connection with any resale of such new notes. See “Plan of Distribution.”
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USE OF PROCEEDS
The exchange offer is intended to satisfy our obligations under the registration rights agreement. We will not receive any cash proceeds from the issuance of the new
notes in the exchange offer. In consideration for issuing the new notes as contemplated by this prospectus, we will receive old notes in a like principal amount. The form and
terms of the new notes are identical in all respects to the form and terms of the old notes, except the new notes are registered under the Securities Act and will not have
restrictions on transfer, registration rights or provisions for additional interest. Old notes surrendered in exchange for the new notes will be retired and cancelled and will not be
reissued. Accordingly, the issuance of the new notes will not result in any increase in our outstanding indebtedness.
On August 25, 2003, we completed a series of refinancing transactions that included (i) issuing $160.0 million aggregate principal amount of the old notes and (ii)
entering into a new $320 million senior secured credit facility. The new credit facility consists of a $175.0 million term loan facility that matures in 2009 and a $145.0 million
revolving loan facility that matures in 2008. The proceeds from the old notes offering and the new credit facility were used to (1) repay the $298.6 million outstanding under our
previous credit facility, (2) repay $12.0 million in aggregate principal amount of senior subordinated notes, (3) repay $20.5 million principal amount of our subordinated notes
at a repurchase price of approximately $23.2 million, and (4) pay approximately $16.0 million of related fees and expenses. The remainder of the proceeds, consisting of
approximately $0.3 million, were used for general corporate purposes. The offering of the old notes, the entry into our new credit facility and the use of the net proceeds from
the offering of the old notes and borrowings under our new credit facility, as discussed above, are referred to collectively herein as the “Refinancing Transactions.”
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CAPITALIZATION
The following table sets forth our cash and cash equivalents and capitalization at June 30, 2003 (i) on an actual basis and (ii) as adjusted to give effect to the Refinancing
Transactions. This table should be read together with the other financial information appearing elsewhere in this prospectus.
June 30, 2003
Actual

As Adjusted
(dollars in thousands)

Cash and cash equivalents

$

334

$ 14,671(1)

Long-term debt, including current portion
Credit facility
Notes offered hereby(2)
Existing senior subordinated notes
Existing subordinated notes

285,085
—
12,000
40,888

191,000
159,057
—
20,444

Total long-term debt, including current portion
Redeemable preferred stock
Total shareholders’ net capital deficiency

337,973
154,935
(40,152)

370,501
154,935
(45,755)(3)

Total capitalization

(1)
(2)
(3)

$ 452,756

$ 479,681

$1 million will be used for the repurchase of shares of common stock from a member of management (see “Certain Relationships and Related Transactions”).
Reflects proceeds from the issuance of $160 million in notes less the original issue discount of $943,000.
Reflects the write-off of deferred financing costs related to our prior credit facility in the amount of $3.8 million, net of tax. Also reflects fees of $1.8 million, net of tax,
related to prepayment penalties associated with the retirement of a portion of our subordinated notes in connection with the Refinancing Transactions. It does not, however,
reflect the payment that may be made subsequent to June 30, 2003 to repurchase 400,000 shares of our Class A common stock held by our chief executive officer pursuant
to an agreement he entered into with us (see “Certain Relationships and Related Transactions”).
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SELECTED HISTORICAL FINANCIAL DATA
The following table presents our selected historical financial data for each of the five fiscal years in the period ended June 30, 2003 and selected historical balance sheet
data as of June 30, 1999, 2000, 2001, 2002 and 2003. The selected historical financial data as of June 30, 1999, 2000, 2001, 2002 and 2003 and for each of the five fiscal years
ended June 30, 2003 have been derived from our financial statements, which have been audited by Ernst & Young LLP, independent auditors. The following financial
information should be read in conjunction with our financial statements, and the related notes to those statements, and “Management’s Discussion and Analysis of Financial
Condition and Results of Operations” included elsewhere in this prospectus.
Fiscal Year Ended June 30,
1999(1)

2000

2001

2002

Restated(2)

Restated(2)

Restated(2)

Restated(2)

$

$

2003

(dollars in thousands)
Results of Operations Data:
Revenues
Cost of services

49,837
6,371

82,046
10,472

$

100,198
11,819

$

111,339
13,522

$ 126,406
14,592

Gross profit
Selling, general and administrative
Depreciation
Amortization(3)

43,466
11,045
668
15,544

71,574
15,660
1,297
29,112

88,379
17,979
1,634
38,423

97,817
20,570
1,923
45,968

111,814
23,014
2,067
54,885

Operating income
Interest expense
Other expense

16,209
11,757
—

25,505
22,064
—

30,343
27,951
—

29,356
20,941
504

31,848
23,268
—

4,452
1,661

3,441
1,275

2,392
893

7,911
3,024

8,580
3,383

Income before income taxes
Provision for income taxes
Net income

$

2,791

$

2,166

$

1,499

$

4,887

Preferred dividends accrued(4)
Accretion of redeemable convertible preferred stock discount
Issuance of Series C-1 preferred stock to Series C preferred shareholders

$

(1,412)
(31)
—

$

(2,940)
(102)
—

$

(4,603)
(114)
(4,950)

$

(15,020)
(193)
—

$ (18,457)
(214)
—

Net income (loss) available to common shareholders

$

1,348

$

(876)

$

(8,168)

$

(10,326)

$ (13,474)

335,390
71,755
79,276
48,263
33,404
(81,654)
76,743
2,378
1.38x

389,905
97,486
$ 106,521
60,029
47,988
(107,700)
88,800
1,179
1.38x

Other Operating and Financial Data:
Subscriber accounts owned at period end(5)
Subscriber accounts purchased(6)
Purchases of subscriber accounts(5)(6)
Cash flow from operating activities
Cash flow from financing activities
Cash flow from investing activities
EBITDA(7)
Capital expenditures
Ratio of earnings to fixed charges(8)

$

213,397
68,990
72,459
16,839
128,211
(144,724)
32,421
2,265
1.39x

$

265,816
82,197
93,290
27,694
66,826
(94,938)
55,914
1,648
1.16x

$

304,360
78,248
92,859
37,103
58,531
(95,683)
70,400
2,824
1.09x

$

$

5,197

As of June 30,
1999

2000

2001

2002

Restated(2)

Restated(2)

Restated(2)

Restated(2)

$

$

2003

(dollars in thousands)
Balance Sheet Data:
Cash and cash equivalents
Working capital (deficit)
Total assets
Total debt
Redeemable preferred stock, including accrued dividends
Total shareholders’ net capital deficiency

(1)

471
(9,328)
242,957
191,674
39,021
(7,312)

53
(7,917)
307,936
259,731
42,055
(8,190)

$

4
(28,028)
368,560
269,631
101,198
(16,357)

$

17
(6,667)
412,891
288,785
136,264
(26,678)

Our results of operations for fiscal 1999 include the acquisition of approximately 60,000 subscriber accounts from Dealer’s Monitoring Acceptance Corporation
(“DMAC”) on March 9, 1999.
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We restated our financial statements for the fiscal years ended June 30, 1999, 2000, 2001 and 2002 to properly record deferred revenue related to billings to our
subscribers.The restatements reduced previously reported revenues and net income for fiscal 1999, 2000, 2001 and 2002 as follows:
1999
Previously
Reported

2000
Adjusted
Balance

Adjustment

Previously
Reported

(dollars in thousands)

Revenue
Net Income

$
$

50,491
3,196

$
$

(654)
(405)

(dollars in thousands)

$
$

49,837
2,791

$
$

82,831
2,653

$
$

(785)
(487)

2001
Previously
Reported

(3)

(4)
(5)
(6)
(7)

$
$

Adjusted
Balance

Adjustment

100,799
1,872

$
$

(601)
(373)

$
$

82,046
2,166

2002
Previously
Reported

(dollars in thousands)

Revenue
Net Income

Adjusted
Balance

Adjustment

Adjusted
Balance

Adjustment
(dollars in thousands)

$
$

100,198
1,499

$
$

111,881
5,223

$
$

(542)
(336)

$
$

111,339
4,887

Primarily represents the amortization of subscriber accounts and goodwill. We capitalize all direct external costs associated with the purchase of subscriber accounts and
amortize them over ten years on a straight line basis. In addition, as part of previous acquisitions including DMAC, we began amortizing goodwill. Effective July 1, 2001,
with the adoption of Statement of Financial Accounting Standards No. 142, the Company no longer amortizes goodwill. For fiscal years 1999, 2000 and 2001, $46,905,
$228,225 and $773,000, respectively, of our amortization expense related to the amortization of goodwill.
We are currently accruing cumulative dividends on each series of our preferred stock at varying rates, but our ability to pay these dividends in cash will be limited by the
terms of the notes.
Does not include non-owned accounts for which we provide third-party contract monitoring services to independent dealers.
Purchase of subscriber accounts in fiscal 1999 excludes our acquisition of approximately 60,000 subscriber accounts from DMAC.
EBITDA represents earnings before interest, taxes, depreciation and amortization (including the amortization of subscriber accounts). EBITDA is a key performance
measure used in the security alarm monitoring industry and is one of the financial measures, subject to adjustments, by which our covenants are calculated under the
agreements governing our debt obligations. EBITDA does not represent cash flow from operations as defined by generally accepted accounting principles, should not be
construed as an alternative to net income and is indicative neither of our operating performance nor of cash flows available to fund all of our cash needs. Set forth below is
the calculation of EBITDA and the reconciliation of EBITDA to net income and cash flow from operating activities:
Fiscal Year Ended June 30,
1999

2000

2001

2002

Restated(2)

Restated(2)

Restated(2)

Restated(2)

Net income
Interest expense
Provision for income taxes
Depreciation
Amortization

$

2,791
11,757
1,661
668
15,544

$

2,166
22,064
1,275
1,297
29,112

EBITDA
Interest expense less amortization
Change in current assets and liabilities
Current income taxes and other

$

32,421
(11,457)
(633)
(3,492)

$

55,914
(21,641)
(1,758)
(4,821)

$

Cash flow from operating activities

$

16,839

$

27,694

$

35

(dollars in thousands)
$
1,499
27,951
893
1,634
38,423

2003

$

4,887
20,941
3,024
1,923
45,968

$

5,197
23,268
3,383
2,067
54,885

70,400
(27,428)
(549)
(5,320)

$

76,743
(19,736)
516
(9,260)

$ 88,800
(21,491)
2,149
(9,429)

37,103

$

48,263

$ 60,029
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For purposes of computing the ratio of earnings to fixed charges, earnings consist of income before income taxes for such period plus fixed charges deducted in calculating
income before income taxes for such period. Fixed charges consist of interest incurred, amortization of deferred financing costs, and an amount representing the interest
factor included in rental expense. On a pro forma basis, for the year ended June 30, 2003, earnings would have been insufficient to cover fixed charges by $4.0 million.
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MANAGEMENT’S DISCUSSION AND ANALYSIS OF
FINANCIAL CONDITION AND RESULTS OF OPERATIONS
We are a leading national provider of security alarm monitoring services. The following discussion and analysis of our financial condition and results of operations
should be read in conjunction with “Selected Historical Financial Data” and our financial statements, and the related notes to those financial statements, included elsewhere in
this prospectus. Those statements in “Management’s Discussion and Analysis of Financial Condition and Results of Operations” that are not historical in nature should be
considered to be forward-looking statements that are inherently uncertain. See “Forward-Looking Statements.”
Overview
Nearly all of our revenues are derived from monthly recurring revenues under security alarm monitoring contracts purchased from independent dealers in our exclusive
nationwide network. Our alarm monitoring contracts generally have an initial term of three years, generally allow for periodic price increases and provide for automatic
renewals for a fixed period (typically one year) unless we or the subscriber elect not to renew the contract. Revenues are recognized as the related monitoring services are
provided. Other revenues are derived primarily from the provision of third-party contract monitoring services and from field technical repair services.
Cost of services primarily consists of direct labor associated with monitoring and servicing subscriber accounts and expenses related to field technical repair services.
Selling, general and administrative expenses primarily includes the cost of personnel conducting sales and administrative activities and other costs related to sales,
administration and operations. All direct external costs associated with the purchase of subscriber accounts are capitalized and amortized over ten years on a straight-line basis.
Internal costs, including all personnel and related support costs incurred solely in connection with subscriber account acquisitions and transitions, are expensed as incurred.
Restatement of Prior Year Financial Statements
We have restated our historical financial statements to properly record deferred revenue related to billings to our subscribers. The restatements reduced previously
reported revenues and net income for fiscal 2002 and 2001 as follows:
2002

2001

(dollars in thousands)

Revenue
Net Income

Previously
Reported

Adjustment

$
$

$
$

111,881
5,223

(542)
(336)

(dollars in thousands)
Adjusted
Balance
$
$

111,339
4,887

Previously
Reported

Adjustment

$
$

$
$

100,799
1,872

(601)
(373)

Adjusted
Balance
$
$

100,198
1,499

The restatement has not caused us to be in default under our credit agreement. Moreover, we believe that recording deferred revenue in the future as described above will
not materially affect our ability to comply with our financial covenants under our credit agreement or to incur indebtedness under the indenture governing our senior
subordinated notes.
Attrition
We purchase subscriber contracts from our exclusive network of independent dealers. These contracts with our subscribers are typically three-year non-cancelable
contracts with an automatic annual renewal provision. A portion of our subscriber base can be expected to cancel its service every year. Subscribers may choose not to renew or
terminate their contract for a variety of reasons, including relocation, cost, switching to our competitors’ service, and service issues. A majority of canceled accounts result from
subscriber relocation or the inability to contact the subscriber.
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Account cancellation, otherwise referred to as subscriber attrition, has a direct impact on the number of subscribers we serve and hence our financial results, including
revenues, operating income and cash flow. We define our attrition rate as the number of canceled accounts in a given period divided by the average of the beginning and ending
balance of subscribers for that period. We consider an account canceled when a subscriber terminates in accordance with the terms of the contract or if payment from the
subscriber is deemed uncollectible. We adjust the number of canceled accounts by excluding those that are contractually guaranteed by our dealers. Our typical dealer contract
provides that if a subscriber cancels in the first year of its contract, the dealer must replace the lost monthly revenue attributable to the canceled contract and either replace the
canceled account with a new one or refund our purchase price. To help ensure the dealers’ obligation to us, we typically holdback approximately 10% of the purchase price for
every account we purchase. In some cases, the amount of the purchase holdback may be less than actual attrition experience. In recent years, a substantial portion of the
accounts that canceled within this initial 12-month period were replaced by the dealers at no additional cost to us.
The table below presents subscriber data for the last three fiscal years.
Fiscal Year Ended June 30,
2001

Beginning balance of accounts
Accounts purchased(1)
Accounts canceled(1)
Ending balance of accounts
Attrition rate
(1)

265,816
78,248
(39,704)
304,360
13.9%

2002

304,360
71,755
(40,725)
335,390
12.7%

2003

335,390
97,486
(42,971)
389,905
11.8%

Net of canceled accounts that are contractually guaranteed by the dealer.

We also analyze our attrition by classifying our accounts into annual pools based on the year of purchase. We then track the number of accounts that cancel as a
percentage of the initial number of accounts purchased for each pool for each year subsequent to its purchase. Based on the average cancellation rate across our pools, we
achieve nearly 0% attrition in the first year net of canceled accounts that are contractually guaranteed by the dealers. In the next three years, the number of subscribers that
cancel as a percentage of the initial number of subscribers in that pool gradually increases and historically has peaked between the third and fourth years. The peak between the
third and fourth years is primarily a result of the buildup of subscribers that moved or no longer had need for the service prior to the third year but did not cancel their service
until the end of their three-year contract. After the fourth year, the number of subscribers that cancel as a percentage of the initial number of subscribers in that pool declines
every year. As a result, we believe our attrition rate decreases as the age of our accounts increase. Our pool analysis also indicates that, on average, over 30% of each pool
remains by the end of the tenth year.
Results of Operations
The following table sets forth operating results and certain operating data as a percentage of revenues for the periods indicated.
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Fiscal Year Ended June 30,
2001

2002

2003

(percentage of revenues)

Revenue
Cost of services

100%
12

100%
12

100%
12

88
18
2
38

88
19
2
41

88
18
2
43

30
28
—

26
19
—

25
18
—

Income before other expense
Provision for income taxes

2
1

7
3

7
3

Net income

1%

4%

4%

Gross profit
Selling, general and administrative expense
Depreciation
Amortization
Operating income
Interest expense
Other expense

Fiscal 2003 Compared to Fiscal 2002
Revenues. Total revenues increased $15.1 million, or 14%, to $126.4 million in fiscal year 2003 from $111.3 million in fiscal year 2002. This increase was primarily
attributable to an increase in the number of subscriber accounts to 389,905 as of June 30, 2003 from 335,390 as of June 30, 2002.
Cost of services. Cost of services increased $1.1 million, or 8%, to $14.6 million in fiscal 2003 from $13.5 million in fiscal 2002. As a percentage of revenues, cost of
services remained at 12% in fiscal 2003 and 2002.
Selling, general and administrative. Selling, general and administrative (“SG&A”) increased $2.4 million, or 12%, to $23.0 million in fiscal 2003 from $20.6 million in
fiscal 2002. As a percentage of revenues, SG&A decreased to 18% in fiscal 2003 from 19% in fiscal 2002. This decrease was primarily attributable to operating efficiencies
realized by spreading additional revenues over a relatively fixed cost base. For fiscal 2003 the provision for uncollectible accounts was $4.1 million or 3.2% of revenue
compared to $2.5 million or 2.2% of revenue in fiscal 2002. The increase as a percentage of revenue was primarily the result of a third-party collection vendor declaring
bankruptcy and the resulting disruption to the collection process and loss of unremitted funds collected by the third-party collection vendor.
Amortization. Amortization of intangibles increased $8.9 million, or 19%, to $54.9 million in fiscal 2003 from $46.0 million in fiscal 2002. The increase was attributable
to growth in our purchased subscriber accounts through our authorized dealer program.
Interest expense. Interest expense increased $2.3 million, or 11%, to $23.2 million in fiscal 2003 from $20.9 million in fiscal 2002. The increase is primarily due to the
increase in our average long-term debt outstanding throughout the year incurred to fund our purchase of accounts.
Net income. Net income increased $0.3 million, or 6%, to $5.2 million in fiscal 2003 from $4.9 million in fiscal 2002. The increase was primarily attributable to the
increase in revenues that resulted from the increase in our subscriber accounts.
Fiscal 2002 Compared to Fiscal 2001
Revenues. Total revenues increased $11.1 million, or 11%, to $111.3 million in fiscal 2002 from $100.2 million in fiscal 2001. This increase was primarily attributable to
an increase in the number of subscriber accounts to 335,390 as of June 30, 2002 from 304,360 as of June 30, 2001.
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Cost of services. Cost of services increased $1.7 million, or 14%, to $13.5 million in fiscal 2002 from $11.8 million in fiscal 2001. As a percentage of revenues, cost of
services remained at 12% in fiscal 2002 and 2001.
Selling, general and administrative expense. SG&A increased $2.6 million, or 14%, to $20.6 million in fiscal 2002 from $18.0 million in fiscal 2001. As a percentage of
revenues, SG&A increased to 19% in fiscal 2002 from 18% in fiscal 2001.
Amortization. Amortization of intangibles increased $7.6 million, or 20%, to $46.0 million in fiscal 2002 from $38.4 million in fiscal 2001. The increase was primarily
attributable to growth in our purchased subscriber accounts through our authorized dealer program, partially offset by the elimination of goodwill amortization for fiscal 2002
($773,000 in fiscal 2001).
Interest expense. Interest expense decreased $7.0 million, or 25%, to $21.0 million in fiscal 2002 from $28.0 million in fiscal 2001. The decrease was primarily due to
lower average interest rates for borrowings in fiscal 2002 as compared to fiscal 2001.
Net income. Net income increased $3.4 million, or 227%, to $4.9 million in fiscal 2002 from $1.5 million in fiscal 2001. The increase was principally attributable to
favorable interest rates for borrowings in fiscal 2002 as compared to fiscal 2001.
Liquidity and Capital Resources
General. Our operating strategy requires the availability of significant funds to finance growth through subscriber account purchases. Additional cash requirements
include debt service and capital expenditures. We have financed our growth from a combination of long-term borrowings, issuance of preferred stock and cash flows provided
by operations.
For the fiscal years ended 2003, 2002 and 2001, we had working capital deficits of $11.8 million, $6.7 million and $28.0 million respectively. Our working capital
deficits were primarily due to purchase holdbacks and deferred revenues for fiscal 2003 and 2002. For fiscal 2001, our working capital deficit was primarily due to purchase
holdbacks, deferred revenues and the current portion of long-term debt. See “Business—Operations” for a discussion of purchase holdbacks.
Net cash provided by operating activities for fiscal 2003 was $60.0 million, as compared to $48.3 million for fiscal 2002 and $37.1 million for fiscal 2001. The significant
increase in cash provided by operating activities for fiscal 2003 and 2001 primarily resulted from growth in our subscriber base and the resulting increased revenues.
For fiscal 2002 the significant increase in cash provided by operating activities primarily resulted from growth in our subscriber base and lower interest expense.
Net cash used in investing activities for fiscal 2003 was $107.7 million, compared to $81.7 million for fiscal 2002 and $95.7 million for fiscal 2001. For fiscal 2003, 2002
and 2001, capital expenditures were $1.2 million, $2.4 million and $2.8 million, respectively. Capital expenditures were primarily for our equipment for our central monitoring
station, telephone systems, computer systems and refurbishment of offices. Annual capital expenditures are expected to vary based on the growth of our subscriber account
base. Purchases of subscriber accounts consist of all direct external payments associated with the purchase of subscriber accounts. The portion of the purchase holdback paid to
dealers at the end of the guarantee period is included in this amount when paid. For fiscal 2003, we significantly increased account purchases through our nationwide dealer
program. For fiscal 2003, 2002, and 2001, purchases of subscriber accounts were $106.5 million, $79.3 million and $92.9 million. During fiscal 2002, we slowed our account
acquisition program in advance of a recapitalization.
Our net cash provided by financing activities for fiscal 2003 was $48.0 million, compared to $33.4 million for fiscal 2002 and $58.5 million for fiscal 2001.
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Under our prior credit facility, for fiscal 2003, 2002 and 2001 we had borrowings of $74.4 million, $42.2 million and $59.9 million, respectively. Repayments for fiscal
2003, 2002 and 2001 were $26.1 million, $63.0 million and $50.0 million, respectively. As of June 30, 2003, we had $285.1 million of revolving loans outstanding under our
prior credit facility, bearing interest at a weighted average rate for the year ending June 30, 2003, of approximately 5.4% per annum and we had approximately $44.4 million in
borrowing availability under our prior revolving credit line. In addition, as of June 30, 2003 we had $52.9 million in principal amount outstanding of senior subordinated and
subordinated notes.
Since inception we have raised approximately $106.8 million of gross cash proceeds from the issuance of 10.7 million shares of preferred stock to private investors.
These equity funds have been utilized to fund the growth of operations and assist with acquisitions. We are obligated to accrue cumulative dividends on each series of our
preferred stock at varying rates, but we are prohibited from paying these dividends under the terms of our credit facility and the indenture governing the notes if an event of
default exists or would result from such payment. Accordingly, we do not expect to pay any of the dividends over the next one to three years.
On August 25, 2003, we issued $160.0 million of senior subordinated notes at 11.75% with a maturity date of September 1, 2010. Interest payments are to be made semiannually in cash in arrears on March 1 and September 1 of each year beginning on March 1, 2004. Further, we entered into a new credit facility agreement comprised of a
$175.0 million term loan that matures in 2009 and a $145.0 million revolving credit facility that matures in 2008. Payments under the term loan are payable in quarterly
installments from December 31, 2003 through June 30, 2009. The quarterly payment is calculated based upon the amount of the original facility multiplied by 0.25% for the
quarters ended December 31, 2003 through September 30, 2006, 1.25% for the quarters ended December 31, 2006 through September 30, 2007 and 3.00% for the quarters
ended December 31, 2007 through June 30, 2009 with the remaining balance due at maturity. We used the borrowings primarily to repay our prior credit facility, to repay all of
our $12 million senior subordinated notes, and to repurchase $20.5 million principal amount of our subordinated notes at a repurchase price of approximately $23.2 million. As
a result of the repayments, we expensed our previously capitalized deferred financing costs totaling $6.0 million. The maturity date of our remaining subordinated notes was
extended to March 1, 2010.
We will require substantial cash flow to fully implement our business strategy and meet our principal and interest obligations with respect to the notes and our other
indebtedness. We anticipate that cash flow generated from operations, together with the net proceeds from the offering of our senior subordinated notes in August 2003 and
borrowings under our new credit facility, will provide sufficient liquidity to fund these requirements for the foreseeable future. However, our ability to meet our debt service and
other obligations depends on our future performance, which in turn is subject to general economic conditions and other factors, certain of which are beyond our control. If we
are unable to generate sufficient cash flow from operations or otherwise to comply with the terms of the indenture governing the senior subordinated notes or our other debt
instruments, we may be required to refinance all or a portion of our existing debt or obtain additional financing. Further, the agreements or indentures governing our new credit
facility, our senior subordinated notes and subordinated notes contain financial covenants relating to capital expenditure limits, maximum total debt to annualized quarterly
EBITDA, maximum total senior debt to annualized quarterly EBITDA, interest coverage and fixed charge coverage that may impact our ability to refinance all or a portion of
our existing debt or obtain additional financing.
Scheduled maturities (as defined) of long-term debt at June 30, 2003, utilizing the required payment schedule of the senior subordinated notes and our new credit
facility, are as follows (dollars in thousands):
Contractual Cash Commitments

2004

2005

2006

2007

2008

Thereafter

Total

Long-Term Debt Obligations
Operating Lease Obligations

$
$

1,313
501

$ 1,750
$
493

$ 1,750
$
262

$ 7,000
$
23

$ 17,937
$
—

$
$

308,223
—

$ 337,973
$
1,279

Total

$

1,814

$ 2,243

$ 2,012

$ 7,023

$ 17,937

$

308,223

$ 339,252
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Critical Accounting Policies
Our discussion and analysis of results of operations and financial condition are based upon our financial statements, which have been prepared in accordance with
generally accepted accounting principles (“GAAP”). The preparation of financial statements in accordance with GAAP requires management to use judgment in making
estimates and assumptions that affect the reported amounts of assets, liabilities, revenues, expenses and disclosure of contingent assets and liabilities. We base our estimates and
assumptions on historical experience and on various other assumptions that are believed to be reasonable under the circumstances. These estimates and assumptions are
evaluated on an ongoing basis. Due to the nature of certain assets and liabilities, there are uncertainties associated with some of the judgments, assumptions and estimates which
are required to be made. Reported results could have been materially different under a different set of assumptions and estimates for certain accounting principle applications.
Note 1 of the notes to our financial statements included elsewhere in this prospectus includes a summary of significant accounting policies and methods used in the
preparation of financial statements. The following is a brief description of the more significant accounting policies and methods.
Long Lived Assets—Subscriber Accounts. Subscriber accounts relate to the cost of acquiring portfolios of monitoring service contracts from independent dealers. The
subscriber accounts are recorded at cost. All direct external costs associated with the purchase of subscriber accounts are capitalized. Internal costs, including all personnel and
related support costs, incurred solely in connection with subscriber account acquisitions and transitions are expensed as incurred. The cost of subscriber account pools are
amortized using the straight line method over a 10-year period.
In October 2001, the Financial Accounting Standards Board (FASB) issued Statement of Financial Accounting Standards No. 144 (SFAS 144),Accounting for the
Impairment or Disposal of Long-Lived Assets. SFAS 144 addresses accounting and reporting for the impairment or disposal of long-lived assets and supersedes SFAS 121 and
Accounting Principles Board Opinion No. 30, Reporting the Results of Operations—Reporting the Effects of Disposal of a Segment of a Business, and Extraordinary, Unusual
and Infrequently Occurring Events and Transactions. SFAS 144 establishes a single accounting model for long-lived assets to be disposed of by sale and resolves
implementation issues related to SFAS 144. In accordance with SFAS 144, management reviews the subscriber accounts for impairment or a change in amortization period
whenever events or changes indicate that the carrying amount of the asset may not be recoverable or the life should be shortened. If management determines that an impairment
has occurred, it writes the subscriber accounts down to their fair value.
The determination of amortization of subscriber accounts is based on historical performance of our subscriber base. The realizable value and remaining useful lives of
these assets could be impacted by changes in subscriber attrition rates, which could have an adverse effect on our earnings.
Other amortization methodologies could include utilization of a different amortization period or application of an accelerated amortization method. For example, if we
use an accelerated amortization method such as the double-declining balance method to amortize our subscriber accounts, it could result in increased amortization expense, a
reduction in our net income and a lower carrying value for subscriber accounts on our balance sheet.
Income Taxes and Deferred Tax Assets. As part of preparing our financial statements, significant management judgment is required in determining our provision for
income taxes and our deferred tax assets and liabilities. This process involves us estimating our actual current tax exposure together with assessing temporary differences
resulting from differing treatment of items, especially the amortization of subscriber accounts, which are amortized using a 10-year straight-line method for financial reporting
purposes and are amortized using a 15-year straight-line method for tax purposes. These differences have resulted in deferred tax assets totaling $23.4 million at June 30, 2003.
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Since there is no absolute assurance that these assets will be ultimately realized, management periodically reviews our deferred tax position to determine if it is more
likely than not that such assets will be realized. Such periodic reviews include, among other things, the expected timing when certain assets will be realized and our expected
future earnings. If, after conducting such a review, management determines that the realization of the tax asset does not meet the “more-likely-than-not” criteria, an offsetting
valuation allowance is recorded, thereby reducing net earnings and the deferred tax asset in that period. No valuation allowance has been established because of the expectation
that it is more likely than not that these deferred tax assets will be realized.
Goodwill. As of June 30, 2003 we had goodwill of $14.8 million, which represents 3.1% of our total assets. We test goodwill annually for impairment and record an
impairment charge if the carrying amount exceeds the fair value. We use a discounted cash flow approach as well as other methods to determine the fair value used in our test
for impairment of goodwill. The results of this methodology depend upon a number of estimates and assumptions relating to cash flows, discount rates and other matters.
Accordingly, such testing is subject to certain uncertainties, which could cause the fair value of goodwill to fluctuate from period to period.
We performed our annual goodwill impairment analysis as of June 2003. This analysis used a fair-value based approach and resulted in no impairment of goodwill. In the
event that we are not able to achieve expected cash flow levels, or other factors indicate that goodwill is impaired, we may need to write off all or part of our goodwill, which
would adversely impact our operating results and financial position.
Quantitative and Qualitative Disclosures About Market Risk
We have interest rate risk, in that borrowings under our prior credit facility were, and borrowings under our new credit facility will be, based on variable market interest
rates. To control our exposure to interest rates under the prior facility, we utilized interest rate caps as required by our prior credit facility. As of June 30, 2003, these interest
rate caps provided that the interest rate on approximately $145 million of borrowings under our existing credit facility cannot exceed an interest rate of 10%. A hypothetical 10%
increase in our prior credit facility’s weighted average interest rate of 5.4% for the year ending June 30, 2003 would correspondingly decrease our earnings and operating cash
flows by approximately $1.4 million.
Our privately issued $12 million senior subordinated notes and $40 million subordinated notes have a fixed interest rate of 12% and 13.5%, respectively, but have
exposure to changes in the debt’s fair value. On August 25, 2003, we repaid in full our $12 million senior subordinated notes and paid $20.5 million aggregate principal amount
of our $40 million subordinated notes.
Recent Accounting Pronouncements
In January 2003, the FASB issued FASB Interpretation No. 46 (“FIN 46”), “Consolidation of Variable Interest Entities, an Interpretation of ARB No. 51.” FIN 46
requires certain variable interest entities to be consolidated by the primary beneficiary of the entity if the equity investors in an entity do not have the characteristics of a
controlling financial interest or do not have sufficient equity at risk for the entity to finance its activities without additional subordinated financial support from other parties.
FIN 46 is effective immediately for all new variable interest entities created or acquired after January 31, 2003. For variable interest entities created or acquired prior to
February 1, 2003, the provisions of FIN 46 must be applied for the first interim or annual period ending after December 15, 2003. We are still evaluating whether the adoption
of FIN 46 will have a material impact on our financial position or on our results of operations.
In May 2003, the FASB issued Financial Accounting Standards No. 150 (“SFAS 150”)—“Accounting For Certain Financial Instruments with Characteristics of both
Liabilities and Equity”. SFAS 150 established standards for how an issuer classifies and measures in its statement of financial position certain financial instruments with
characteristics of both liabilities and equity. FAS 150 is effective for financial instruments entered into or modified after May 31, 2003, and otherwise is effective at the
beginning of the first fiscal period
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beginning after December 15, 2003 and must be applied prospectively by reporting the cumulative effect of a change in an accounting principle for financial instruments
created before the issuance date of SFAS 150 and still existing at the beginning of the interim period of adoption. Upon adoption of SFAS 150, we may be required to reclassify
our redeemable preferred stock to a long-term liability as “Shares Subject to Mandatory Redemption” on the balance sheet. Issuance costs previously recognized as a reduction
of the carrying amount of the redeemable preferred shares would then be reclassified to a deferred charge on the balance sheet in accordance with the standard. After the initial
period of adoption, preferred stock dividends would be classified as interest expense on the statement of income.
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BUSINESS
Overview
We are a leading national provider of security alarm monitoring services, with the ability to monitor signals from nearly all types of security systems. We monitor signals
arising from burglaries, fires and other events for over 389,000 subscribers under contracts that are typically three years in duration and have automatic annual renewal
provisions. Through these contracts, our high quality subscriber base provides us with high margin, monthly recurring revenues that result in predictable and stable cash flow.
Our business model differentiates us from other security alarm companies. We utilize our exclusive nationwide dealer network to sell and install the security systems we
monitor. We purchase monitoring contracts from these dealers and provide our subscribers with a full spectrum of security alarm services including monitoring services,
customer service and technical support. We dispatch our dealers to provide on-site technical service to subscribers, which they require, on average, only once every six years
due to our ability to resolve a significant percentage of our subscribers’ technical inquiries over the telephone. For the fiscal year ended June 30, 2003, we generated revenues of
$126.4 million, operating income of $31.8 million and EBITDA of $88.8 million, representing an EBITDA margin of 70.3%. See footnote 7 of “Selected Historical Financial
Data” for a discussion of EBITDA.
We purchase monitoring contracts from our dealer network only after a comprehensive examination of the dealers, the subscribers and the contracts. We conduct
thorough due diligence on our dealers to ensure we are partnering with reliable dealers that can consistently provide us with high quality accounts. We perform extensive due
diligence on our subscribers to maintain our high quality subscriber base. Our subscribers are geographically diversified in 46 states and are primarily homeowners, whom we
believe are more likely than renters to maintain long-term accounts with us. We believe our rigorous account acquisition due diligence process results in a subscriber base that
is less likely to terminate monitoring contracts with us, thereby improving contract life and lowering attrition. We also believe that we maximize retention of our subscribers
through our dedication to providing our high quality subscriber base with high quality customer service.
Our contracts with our dealers and subscribers result in a stable, recurring revenue base. We have exclusive agreements with over 400 dealers in more than 40 states.
Through these agreements, we typically have rights of first refusal to purchase all monitoring contracts sold by the dealers for three years. Our subscriber contracts are typically
three years in duration, have automatic annual renewal provisions and allow for periodic rate increases. To protect us against the loss of the investment associated with acquiring
subscriber accounts, we require our dealers to guarantee the accounts against cancellations, typically for a period of 12 months following the date of purchase. If an account is
canceled during the guarantee period, the dealer must compensate us for the lost monthly recurring revenue and either replace the account or refund the purchase price
associated with the account. To help ensure the dealers’ obligations under the guarantee, we typically withhold a portion of the purchase price of each contract we purchase.
According to Security Distribution & Marketing, or SDM, a leading industry journal, the electronic security market, which consists of the sale, installation, servicing and
monitoring of security systems, generated total revenues of approximately $22.4 billion in 2002, an increase of 9.7% from 2001. Total industry revenues have increased in each
of the last 11 years and have grown at an annual rate of 7.4% in that period. Monitoring services accounted for approximately $3.8 billion, or 17.0%, of total industry revenue in
2002. We believe that a number of factors have contributed to this increase, including heightened concern about crime, discounts given by insurance companies to homeowners
with security systems, the installation of security systems as part of new home construction, the aging of the population in general and an increase in the number of two-income
families resulting in more children being left at home alone. In addition, we believe industry revenues will continue to grow in weak economic times because of the increased
crime levels that are generally experienced in those periods and the minimal net cost of owning a security system after accounting for the lower premiums charged by insurance
companies. Despite the steady growth of the security industry and increased demand for security services, the percentage of homes with dealer-installed security systems was
only 18% in 2001 according to the
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2001 Home Security Forecast by Parks Associates, an independent market research and consulting firm. Parks Associates estimates that the penetration rate of dealer-installed
security systems will increase to 31% by 2009. However, because of the growth in new homes built over that period, the number of homes without monitored security systems is
projected to drop by only approximately 1% on a compounded annual basis. As a result, despite a substantial increase in the penetration rate, the size of our potential market will
remain significant.
Our Strengths
We believe our focused business model differentiates us from other security alarm companies. We focus on providing monitoring services to our subscribers, which we
believe is a higher margin business than selling and installing security alarm systems. Consequently, we are able to grow our subscriber base without employing a national sales
and installation force. We also outsource on-site technical support to our dealer network, further reducing our cost structure and infrastructure requirements. Our differentiated
business model results in recurring high margin revenue streams.
Predictable Recurring Revenue. For the twelve months ended June 30, 2003, approximately 97% of our revenues consisted of recurring monthly payments under
security alarm monitoring contracts. Our contracts are typically three years in duration, have annual automatic renewal provisions and allow for periodic rate increases. Our
dealer contracts provide that if a subscriber cancels prior to the initial twelve-month period of the contract, the dealer must replace the lost monthly revenue attributable to the
canceled contract and either replace the lost account or refund our purchase price for the account.
Strong Cash Flow Generated By Subscribers. Once we acquire a subscriber contract, our recurring revenue streams generate strong cash flow as a result of our high
EBITDA margins and the minimal capital expenditures they require. In the fiscal year ended June 30, 2003, our EBITDA margin was 70.3% and our capital expenditures were
$1.2 million, not including our purchases of subscriber accounts. The contribution margin of a subscriber account, which represents revenue less direct costs, excluding sales,
marketing and other corporate overhead costs, was in excess of 83% for the fiscal year ended June 30, 2003. We believe this strong cash flow is due to several factors:
•

Our operations are focused on providing high margin monitoring services to subscribers. We utilize our dealer network to sell and install security alarm systems,
which we believe is a lower margin business. As a result, we do not employ a large national sales and installation force.

•

We have a proprietary centralized information system that has enabled us to satisfy 85% of our subscribers’ technical inquiries over the telephone. If a field service
call is required, we outsource the service to a member of our national network of independent service dealers. Consequently, we avoid the costs associated with
employing service technicians and maintaining the infrastructure required to provide these services ourselves.

•

We provide all services, including monitoring, 24-hour telephone support, data entry, remote services and billing, from a single location. We believe this centralized
operation allows us to maximize our economies of scale.

Highly Disciplined Account Acquisition Program. Since inception, we have implemented a disciplined account acquisition program focused on balanced growth,
profitability and return on investment. The core of our account acquisition process is an extensive examination of every subscriber prior to acquisition, including a credit score
report, proof of first month’s payment and, in substantially all cases, a telephonic survey of the subscriber’s satisfaction with its security system. We also conduct diligence on
our dealers through a comprehensive six-step process to qualify them for participation in our program, including legal and background checks, as well as references from
industry participants. We believe that this approach reduces the likelihood that a subscriber will terminate its contract with us, thereby maximizing retention of our subscribers
and our return on investment.
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Industry Leading Customer Service. We believe we provide our high quality subscriber base with the highest quality service in our industry through our rapid response to
alarm signals, fast handling of support calls and quick solutions to subscriber issues. We have developed a proprietary information system that quickly and accurately makes
available to our operators a substantial amount of technical information regarding our subscribers and their security systems. This system enables us to resolve 85% of our
subscribers’ technical requests over the telephone, resulting in quick customer service, fewer false alarms and higher subscriber satisfaction. To ensure we maintain our high
quality customer service, our system tracks key factors that contribute to service quality such as response time and call duration. We also monitor the quality of our services with
regular operator evaluations, customer satisfaction forms and follow-up quality assurance calls.
Proven Management Team. Many of our executive officers have been with us since our inception in 1994 and have significant prior experience in related industries.
Many of our executive officers possess technical backgrounds, which we believe contribute to the highly analytical approach we have developed for analyzing accounts and
dealers. The average experience of our executive officers in management positions is 24 years and average tenure with us is seven years.
Strong Equity Sponsorship. Private equity firms have invested over $105 million of equity in our company since 1994. These firms have an aggregate of over $5 billion
under management. We believe that the financial support of these investors enabled us to focus on the growth of our company and the implementation of our business strategy.
Business Strategy
The key components of our operating strategy are listed below.
Maximize Subscriber Retention. We seek to maximize subscriber retention by continuing to acquire high quality accounts and to increase the average life of an account
through the following initiatives:
•

Maintain the high quality of our subscriber base by continuing to implement our highly disciplined account acquisition program;

•

Continue to incentivize our dealers to sell us only high-quality accounts by requiring a twelve-month guarantee and purchase price holdback requirements;

•

Continue to provide the highest level of customer service on the telephone and in the field; and

•

Actively identify subscribers who are relocating, the number one reason for account cancellations, and target retention of such subscribers.

Maximize Economics of Business Model. As we continue to grow our subscriber base, we believe the attractiveness of our business model will increase. Due to the
scalability of our operations and the fixed costs inherent in our cost structure, we believe our EBITDA margins will increase as these costs are spread over larger recurring
revenue streams. We believe our EBITDA will also benefit from our continued efforts to increase subscriber retention rates and reduce response times, call duration and false
alarms. In addition, we have begun requiring dealers to charge subscribers an alarm activation fee. This fee offsets the account purchase price we pay to the dealers thereby
reducing our net account acquisition costs.
Expand Our Network of Dealers. To enter a new market or increase penetration in an existing market without incurring the costs of establishing a physical presence
there, we plan to expand our dealer network by targeting dealers that can benefit from our dealer program services and who can generate high quality subscribers for us. We
believe we are an attractive partner for dealers for the following reasons:
•

We provide our dealers with a full range of services designed to assist them in all aspects of their business, including sales training, comprehensive on-line account
access, detailed weekly account summaries, sales support materials and discounts on security system hardware purchased through our strategic alliances with security
system manufacturers;
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•

We allow individual dealers to retain local name recognition and responsibility for day-to-day sales and installation efforts, thereby supporting the entrepreneurial
culture at the dealer level and allowing us to capitalize on the considerable local market knowledge, goodwill and name recognition of our dealers; and

•

Because we do not install or sell security systems, we do not compete against the dealers from whom we purchase contracts.

Operations
Dealer Program
Our authorized independent dealers are typically single-location businesses that sell and install alarm systems but do not provide monitoring services. There are in excess
of 14,000 independent dealers located throughout the U.S. We target those dealers that serve local markets and typically install 30 to 40 systems per month. These dealers focus
on the sale and installation of security systems and generally do not monitor the systems due to the large capital expenditures required to build a monitoring station. These
dealers typically outsource the monitoring function or sell the contracts to companies who have built monitoring stations. We have the ability to monitor signals from nearly all
types of residential security systems. We generally enter into exclusive contracts with these dealers under which the dealers sell and install security systems and we have a right
of first refusal to purchase the associated alarm monitoring contracts. We seek to attract dealers from throughout the U.S. rather than focusing on local or regional markets in
order to maximize our revenues.
Our typical dealer contract is an exclusive contract with an initial term of three years and automatic successive one-year renewal periods. The purchase price that we pay
for a subscriber account purchased from a dealer is primarily a function of the monthly recurring revenue generated by that account as well as several other factors, including:
•

our prior experience with accounts purchased from the dealer;

•

the number of accounts purchased; and

•

the type of security equipment used by the subscriber.

To protect us against the loss of acquired subscriber accounts, we typically require the dealer to provide guarantees against cancellations, both on an account and revenue
basis, for a period following the acquisition. Presently, the guarantee period is typically one year from the date of purchase. In addition to requiring a guarantee period from a
dealer, we usually withhold a designated percentage of the purchase price when we purchase subscriber accounts from a dealer. If a subscriber account is canceled or stops
regular payments during the guarantee period, a replacement subscriber account must be delivered by the dealer or a portion of the holdback amount is retained by us to offset
the lost monthly recurring revenue and our initial investment in the defaulted subscriber account. At the end of the guarantee period, the dealer is paid the balance of the
holdback amount or is liable for any deficit.
As part of our strategy, the independent dealer is responsible for the sale and installation of the security system, and we provide monitoring services and customer and
technical support. Because we do not compete with our dealers for system sales, installations and services, our dealers have the ability to maintain their identity in their
respective markets and generate additional revenues from add-on sales and repair services. We believe that the ability of a dealer to capitalize on our name recognition and
reputation positively impacts a dealer’s ability to obtain referrals for additional subscribers.
We provide a full range of services designed to support the success of our dealers. In addition to providing sales and business training, we provide dealers with access to
account information over the Internet, detailed electronic weekly reports summarizing account purchase activity and accurate and timely information concerning
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their account replacement status and financial position. See “Management Information Systems.” We provide dealers with standardized sales and monitoring contracts, window
decals, yard signs and other sales support materials. This provides us with an opportunity to increase our brand name awareness by pairing the Monitronics name and logo with
the dealers’ names.
Due Diligence
In evaluating the quality of potential participants in our dealer program, we conduct a due diligence review and analysis of each dealer. This process includes:
•

lien searches and reference checks on the dealer; and

•

a review of the dealer’s licensing status and creditworthiness.

We believe our profitability is largely dependent on the quality of the accounts we purchase. Once we approve a dealer for participation in our authorized dealer
program, we conduct a review of the accounts to be purchased from the dealer. This process includes:
•

subscriber credit reviews;

•

telephone surveys to determine subscribers’ overall satisfaction with their security systems;

•

proof of first month’s payment;

•

an individual review of each alarm monitoring contract; and

•

confirmation that the customer is a homeowner.

We also verify that each monitored system has been programmed to our central monitoring station prior to purchase.
Following our purchase of a subscriber account, the subscriber receives a letter from us explaining the sale and transition and providing brochures, service instructions,
window decals and other materials with the Monitronics name. We believe that this activity reinforces and enhances subscriber identification with Monitronics as the service
provider, increases Monitronics’ brand name recognition, helps to ensure timely payments to us during and immediately following the transition period and helps to maintain
overall subscriber satisfaction.
Monitoring Services
Security systems include devices installed at subscribers’ premises that are designed to detect and react to various occurrences or conditions, such as an intrusion or the
presence of fire or smoke. These devices are connected to an electronic control panel that communicates through telephone lines to our central monitoring station. In most
security systems, control panels can identify the nature of the alarm and the areas within a home or building where the system was activated and can transmit this information to
the central monitoring station. The basic security system sold and installed by our dealers varies, but may include protection of the front and back doors of a home, one or more
accessible windows, one interior motion detection device, a control panel with the ability to communicate signals to our central monitoring station, a panic button, a siren,
window decals and a yard sign. The subscriber may elect to purchase additional equipment from the dealer customized to the subscriber’s specific needs. Such equipment addons include additional perimeter and interior protection, fire protection devices (heat and smoke detectors), environmental protection devices (freeze sensors and water
detectors), additional panic buttons, two way voice monitoring and home automation devices (lighting or appliance controls).
Our subscriber contracts have initial terms that are generally three years, and provide for automatic renewals for a fixed period (typically one year) unless either we or the
subscriber elects not to renew the contract.
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We monitor all of our subscriber accounts at our central monitoring station in Dallas, Texas. The central monitoring station employs advanced telecommunications and
computer systems that route incoming alarm signals and telephone calls to operators. Each operator is seated in front of a computer terminal that provides immediate
information concerning the nature of the alarm signal, the subscriber whose alarm has been activated and the location of the alarm signal. After receiving an alarm signal, our
operators follow standard procedures to notify the subscriber or take other appropriate action. If the situation requires, our operators contact local emergency service providers.
We do not dispatch our own alarm response personnel to the subscriber’s premises.
Our central monitoring station can provide two-way voice monitoring in addition to standard alarm monitoring services. In the event of an alarm activation, two-way
voice monitoring enables our operator to listen and speak to persons at the monitored premises from the service center through speakers and microphones located within the
premises. This feature allows our personnel to verify if an emergency exists, to reassure the subscriber and, if needed, to expedite the response of local emergency service
providers, even if the subscriber is unable to reach a telephone. Two-way voice monitoring capability also assists us in quickly determining if the alarm was activated
inadvertently, thereby reducing the number of false dispatches and potential fees or penalties assessed by state and local jurisdictions against both the subscriber and us. We
believe that we are one of the leading providers of two-way voice monitoring services in the country. At June 30, 2003, approximately 16% of our subscriber accounts used
two-way voice monitoring services.
We also provide third-party contract monitoring services to independent dealers through our central monitoring station. These dealers retain ownership of the monitoring
contracts but, because they do not have their own monitoring capability, they subcontract monitoring services to us. The dealers are responsible for every other aspect of the
relationship with customers, including billing and field repair service. We provided third-party contract services for approximately 34,000 subscriber accounts as of June 30,
2003. For the fiscal year ended June 30, 2003, revenues from third-party contract monitoring services totaled $1.6 million, representing approximately 1.2% of our revenues.
Our third-party contract monitoring service provides us with an additional source of revenues and prospective acquisition targets. Independent dealers who subcontract
monitoring services to us are familiar with the quality of our monitoring and related services, an important consideration for a prospective seller of subscriber accounts.
Our central monitoring station is UL listed as a protective signaling service station. A central monitoring station earns and maintains a UL listing through a series of
ongoing inspections and operational tests. UL specifications for protective signaling service stations include building integrity, back-up computer and power systems, adequate
staffing and standard operating procedures. In many jurisdictions, applicable law requires the security alarms for certain buildings to be monitored by a UL listed facility. In
addition, such listing is required by certain commercial subscribers’ insurance companies as a condition to insurance coverage or by residential subscribers’ insurance
companies as a requirement for insurance discounts. Our telephone systems utilize high capacity, high quality, digital circuits backed up by conventional telephone lines.
Our central monitoring station operates 24 hours per day, 365 days a year. Each operator completes 80 hours of formal classroom training provided by us at our
headquarters. This training is designed to teach the operator the proper operating procedures to respond to alarms and to familiarize the operator with the software used to
monitor security systems, types of signals received and types of security systems commonly installed in subscribers’ homes and businesses. Upon completion of classroom
training, operators must pass an examination administered by us before beginning a 90-day supervised on-the-job training program.
Customer and Technical Service
We believe that we can increase customer satisfaction and retention by directly controlling customer and technical service. We maintain a national customer service
center at our headquarters to handle all general
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inquiries from subscribers, including those related to subscriber information changes, basic alarm troubleshooting, alarm verification, technical service requests and requests to
enhance existing services. Customer service representatives also respond to dealer inquiries relating to subscriber accounts previously purchased or being contractually
monitored by us.
To ensure that technical service requests are handled promptly and professionally, all requests for service are routed through the customer service center. Customer
service representatives who are trained in the operation of installed security systems listen to the customer and determine the proper action to be taken. If the problem cannot be
resolved by the customer service representative, the call is directed to a technical support representative with extensive technical training who will dial into the alarm panel
through the telephone line and attempt to resolve the issue. We have a proprietary centralized information system that enables us to satisfy 85% of our customer technical
inquiries over the telephone. If a field service call is required, we dispatch a member of our national network of independent service dealers. When we select service technicians,
we first consider dealers within our authorized dealer program in order to provide them with an additional source of revenues, but if an authorized dealer fails to meet our repair
standards, an independent service technician is dispatched. We monitor repair services with customer satisfaction forms and follow-up quality assurance calls.
Management Information Systems
We utilize software that fully integrates the central monitoring station, billing and collections, customer service and accounting functions. We use a number of
customized management information systems to accumulate statistical data regarding dealers and subscribers and to support our monitoring, customer and technical services.
We have developed a comprehensive portfolio management system and procedures that we use to:
•

perform due diligence on new dealers and subscribers;

•

assimilate new subscribers; and

•

monitor the performance of each dealer and subscriber account.

This system and the procedures provide for an extensive due diligence review process that ensures the thoroughness and consistency of the review. The system also aids
in the assimilation of new subscribers by providing a means to confirm that the new subscriber has been introduced to us, is provided with materials about us and receives
follow-up customer satisfaction calls. The system also helps monitor dealer and subscriber account performance by providing management with timely information regarding
potential problems.
We have developed a software program that allows a dealer to access our central monitoring station activity reports on a daily basis. Through another software program,
we are able to verify system installation and connection to the central monitoring station prior to the purchase of a subscriber’s account.
Internet Websites
We operate two web sites. Monitronics.net serves both prospective and existing authorized dealers. Monitronics.com serves prospective and existing monitored
customers.
Monitronics.net is a promotional tool that provides prospective dealers background on us as well as information on the benefits of our dealer program. As an information
hub, monitronics.net provides tools to help current dealers manage their business and improve their productivity. Authorized dealers are able to review up-to-date subscriber
account information, download forms, order marketing materials and stay current on the latest news and events regarding Monitronics.
Monitronics.com is our consumer web site that has informational as well as promotional features. For potential subscribers, the web site provides important things to
consider when looking to purchase a monitored
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alarm system. The site positions Monitronics as the clear choice for fast response, accuracy, reliability and service. For existing subscribers, the web site provides helpful
information regarding our billing services, technical support, monitoring call center and response procedures. For both audiences, the site provides background about us as well
as information on false alarm prevention.
Sales and Marketing
General
We believe that demand for security alarm systems is driven by a customer’s peace of mind regarding the safety of themselves, their family and their property. This
demand is typically event driven, where some occurrence stimulates the customer’s concern and causes them to want to purchase an alarm system. Other factors, such as
insurance discounts or requirements, may also add to the demand for a system. The purchase of an alarm system has the potential to satisfy the customer’s need for peace of
mind for many years, and is a very infrequent purchase that may occur only a few times during a person’s life.
With the growing concern for safety, the U.S. market for alarm systems is increasing at an estimated rate of 9.7% per year, according to SDM. The percentage of homes
with dealer installed security systems was only 18% in 2001 according to the 2001 Home Security Forecast by Parks Associates, an independent market research and consulting
firm. Because of minimal purchasing experience, consumers rely heavily on referrals from friends, family, neighbors and associates when selecting their alarm system.
We believe our nationwide network of authorized dealers is the most effective way for us to market alarm systems, due to the nature of the demand and the market
characteristics described above. Our dealers are an integral part of the communities they serve, and they understand the desires of their market and how to best satisfy local
needs. By combining the dealer’s local presence and reputation with our high quality service and support, we believe that these dealers will have success in growing their
businesses and the number of our monitoring customers.
Agreements with dealers provide for our purchase of the dealer’s subscriber accounts on an ongoing basis. The dealers install Monitronics-approved alarm systems and
arrange for subscribers to enter into a multi-year alarm monitoring agreement in a form acceptable to us. The dealer then submits this monitoring agreement to us for our due
diligence review and purchase.
Dealer Network Development
Since our inception, we have focused on expanding our network of dealers in the U.S. To do so, we have established a dealer program that provides participating dealers
with a variety of support services to assist them as they grow their businesses. Dealers can use the Monitronics brand name in their sales and marketing activities and on the
products they sell and install. Our dealers benefit from their affiliation with us and our national reputation for high customer satisfaction, as well as the support they receive
from us as authorized dealers. We also provide central station monitoring services on a subcontract basis for other independent alarm companies that do not have the capability
to monitor systems for their customers. Authorized dealers benefit by generating operating capital and profits from the sale of their accounts to us. We also provide our dealers
with sales literature, co-branded marketing materials, sales leads, private labeled security equipment, equipment purchase discounts, and management support. We believe that
these services and cost savings would not be available to security alarm dealers on an individual basis.
Currently, we employ eight sales representatives to promote the authorized dealer program, find account acquisition opportunities and sell our monitoring services. We
target independent alarm dealers across the U.S. that can benefit from our dealer program services and can generate high quality monitoring customers for us. We use a variety
of marketing techniques to promote our dealer program and our related services. These activities include direct mail, trade magazine advertising, trade shows, internet web site
marketing, publicity and telemarketing.
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In addition to the development of our dealer network, we occasionally acquire alarm monitoring accounts from other alarm companies on a one-time basis. Our
management’s extensive experience in identifying potential opportunities and in negotiating previous account acquisitions helps facilitate the negotiation and execution of new
acquisitions in a timely manner.
Dealer Marketing Support
We provide our authorized dealers with an extensive marketing support program. We focus on developing professionally designed sales and marketing materials that will
help dealers market alarm systems and monitoring services with maximum effectiveness. Materials offered to authorized dealers include:
•

sales brochures and flyers;

•

yard signs;

•

window decals;

•

customer forms and agreements;

•

sales presentation binders;

•

door hangers;

•

lead boxes;

•

vehicle graphics;

•

lobby signage;

•

trade show booths; and

•

clothing bearing the Monitronics brand name.

Our fulfillment center processes web site and telephone orders for these materials, which are made available to our dealers at prices that our management believes would
not be available to dealers on an individual basis.
Our sales materials promote both the Monitronics brand and the dealer’s status as a Monitronics authorized dealer. Dealers typically sell and install alarm systems which
display the Monitronics logo and telephone number, which further strengthens consumer recognition of their status as Monitronics authorized dealers. Our management believes
that the dealers’ use of the Monitronics brand to promote their affiliation with one of the nation’s largest alarm monitoring companies boosts the dealers’ credibility and
reputation in their local markets and also assists in supporting their sales success.
Customer Integration and Marketing
The customer’s awareness and identification of the Monitronics brand as the monitoring service provider is further supported by the distribution of Monitronics-branded
materials by the dealer to the customer at the point of sale. Such materials may include Monitronics yard signs, brochures, instruction cards, and other promotional items.
Monitronics’ dealers typically introduce customers to Monitronics in the home when describing Monitronics’ central station.
New customers are introduced to us through a program designed to maximize their awareness of, and satisfaction with, the Monitronics brand. Upon our purchase of a
monitoring agreement from a dealer, the customer is sent a letter describing the sale, together with contact information regarding customer support, Monitronics window decals,
Monitronics telephone number stickers, a monitoring service brochure, and a customer ID Card. All materials focus on the Monitronics brand and our role as the single source
of support for the customer. Later, we contact each new customer by telephone in order to address any questions or concerns the customer may have, as well as to verify
information about the customer. In addition, all billing statements are
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issued under the Monitronics brand name in order to reinforce our support services, as well as provide special customer messages.
Our management believes the awareness and relationship management activities described above contribute to our reputation and recognition with consumers, and that
these activities will increase the sales success of our authorized dealers in their local markets.
Competition
The security alarm industry is highly competitive and highly fragmented. We compete with major firms, including ADT Operations Inc., a subsidiary of Tyco
International Ltd.; Protection One, Inc., a subsidiary of Westar Energy, Inc.; Brinks Home Security Inc., a subsidiary of The Pittston Company; and Honeywell Security, a
division of Honeywell, Inc. In addition, we compete with numerous smaller providers. Certain other alarm service companies have adopted a strategy similar to ours that entails
the aggressive purchase of alarm monitoring accounts both through acquisitions of account portfolios and through dealer programs. See “Risk Factors—The high level of
competition in our industry could adversely affect our business.”
Competition in the security alarm industry is based primarily on reputation for quality of service, market visibility, services offered, price and the ability to identify
prospective dealers and subscriber accounts. We believe that we compete effectively with other national, regional and local alarm monitoring companies due to our reputation
for reliable monitoring, customer and technical services, the high quality services and benefits we offer to dealers in our authorized dealer program, our low cost structure and
our marketing alliances.
Regulatory Matters
A number of local governmental authorities have adopted or are considering various measures aimed at reducing the number of false alarms. Such measures include:
•

subjecting alarm monitoring companies to fines or penalties for false alarms;

•

imposing fines to alarm subscribers for false alarms;

•

imposing limitations on the number of times the police will respond to alarms at a particular location after a specified number of false alarms; and

•

requiring further verification of an alarm signal, such as visual verification, of an alarm signal before the police will respond.

Our operations are subject to a variety of other laws, regulations and licensing requirements of federal, state and local authorities. In certain jurisdictions, we are required
to obtain licenses or permits, to comply with standards governing employee selection and training and to meet certain standards in the conduct of our business. Many
jurisdictions also require certain of our employees to obtain licenses or permits.
The security industry is also subject to requirements imposed by various insurance, approval, listing and standards organizations. Depending upon the type of subscriber
served, the type of security service provided and the requirements of the applicable local governmental jurisdiction, adherence to the requirements and standards of such
organizations is mandatory in some instances and voluntary in others. See “Operations—Monitoring Services.”
Our alarm monitoring business utilizes telephone lines and radio frequencies to transmit alarm signals. The cost of telephone lines, and the type of equipment which may
be used in telephone line transmission, are currently regulated by both federal and state governments. The operation and utilization of radio frequencies are regulated by the
Federal Communications Commission and state public utility commissions.
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Intellectual Property
We have a registered service mark for the Monitronics name and we have a service mark for the Monitronics logo. We own certain proprietary software applications that
we use to provide services to our dealers and subscribers.
Legal Proceedings
We experience routine litigation in the normal course of our business. We do not believe that any pending or threatened litigation will have a material adverse effect on
our operations or financial position.
Employees
At June 30, 2003, we employed approximately 520 individuals. Currently, none of our employees are represented by a labor union or covered by a collective bargaining
agreement. We believe that our relations with our employees are good.
Facility
Our executive offices, central monitoring station and administrative offices, consist of approximately 46,000 square feet, and are located in Dallas, Texas. We have
entered into several leases with respect to this space with all leases expiring on December 31, 2005.
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MANAGEMENT
Directors and Executive Officers
The following table sets forth information with respect to our directors and executive officers. All directors are elected annually by our shareholders and serve until their
successors are duly elected and qualified. Executive officers are elected by and serve at the will of our board of directors.
Name

James R. Hull
Michael R. Meyers
Robert N. Sherman
Stephen M. Hedrick
Michael D. Gregory
Barry P. Johnson
Rick L. Hudson
Kenneth P. DeAngelis
John Dirvin
Jay M. Grossman
Stephen M. Jenks
Peter S. Macdonald
Blaine F. Wesner

Age

65
46
56
44
45
58
52
51
43
44
44
44
39

Position

President, Chief Executive Officer and Chairman of the Board
Vice President, Chief Financial Officer and Assistant Secretary
Vice President, Operations, and Secretary
Vice President, Finance, and Treasurer
Vice President, Sales and Marketing
Vice President, Dealer Services
Vice President, Customer Services
Director
Director
Director
Director
Director
Director

James R. Hull has served as president, chief executive officer and one of our directors since October 1994. Prior to that time, Mr. Hull served as a consultant to and
subsequently, president of, My Alarm, Inc., a security alarm monitoring company in Dallas, Texas for approximately four years. During the same period, Mr. Hull also assisted
in the establishment of Financial Security Services, Inc., a private company which provides collateralized financing to the security industry, and served as its chairman. Mr. Hull
also served as president for approximately five years of Network Multi-Family Security, Inc., a private company in Dallas, Texas, which Mr. Hull helped build from a concept
to a company monitoring approximately 150,000 security alarm systems installed in multi-family projects in 35 states. In addition, Mr. Hull has over 30 years of senior
management experience at the vice president and general management levels with companies in the high-tech and consumer related fields such as Control Data Corporation,
Litton Medical Systems, Inc. and Parker Pen Company. Mr. Hull holds a B.S. in electrical engineering.
Michael R. Meyers joined us as a vice president and chief financial officer in July 1996. Prior to joining us, Mr. Meyers served as treasurer and vice president of Tyler
Corporation, a diversified public holding company. He also served as senior vice president of Forest City Auto Parts, a 65-store auto parts retail division of Tyler Corporation.
Prior to that time, Mr. Meyers served as director of finance for a paging subsidiary operation of PacTel Personal Communications, a cellular and paging company. Mr. Meyers is
a certified public accountant and has over 20 years of accounting, finance and operations experience with Fortune 500, medium and small companies. Mr. Meyers holds a B.A.
in economics, a B.B.A. in business and an M.B.A.
Robert N. Sherman joined us as our vice president, operations, and secretary in October 1994. From 1991 to 1994, Mr. Sherman served as vice president of My Alarm,
Inc. Prior to that time, Mr. Sherman served as vice president of Network Multi-Family Security, Inc., which Mr. Sherman helped build from a concept to a company monitoring
approximately 150,000 security alarm systems installed in multi-family projects in 35 states. Mr. Sherman holds a B.S. in electrical engineering, a M.S. in computer science and
an M.B.A.
Stephen M. Hedrick joined us as our vice president, finance, and treasurer in December 1994. Prior to joining us, Mr. Hedrick served as director of finance and
accounting for Access Communication (acquired by Shared Technologies-Fairchild), a shared tenant telecommunications provider. Prior to that time, Mr. Hedrick
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also served as vice president, finance and administration, for Terra Marine Engineering, Inc. (acquired by Geco-Prakla, a division of Schlumberger Limited), which developed a
patented oil exploration technology. Mr. Hedrick is a certified public accountant and has over 20 years of accounting and business administration experience with both Fortune
500 and small, high-growth companies in the manufacturing, high-tech and telecommunications industries. Mr. Hedrick holds a B.B.A. in accounting.
Michael D. Gregory joined us as our vice president, marketing in February 1995. Prior to joining us, Mr. Gregory served as vice president of sales and marketing for
Genstar Rentals, Inc. from 1993 to 1995. Prior to that time, Mr. Gregory was employed by GE Capital in various sales and marketing management positions. Mr. Gregory has
15 years experience in sales and marketing management and holds a B.S. in mechanical engineering and an M.B.A.
Barry P. Johnson joined us as director of dealer services in February 2000 and was promoted to vice president of dealer services in April 2001. Mr. Johnson has over 30
years of business management experience with companies such as Jones & Laughlin Steel Corp., Taylor Publishing Company and AXA Advisors and holds a B.B.A. in
marketing and an M.B.A.
Rick L. Hudson joined us in October 1995 as director of customer service and was promoted to vice president, customer services, in April 2001. Prior to joining us, Mr.
Hudson served as director of service for Multi Technology Systems from 1993 to 1994 and director of service and installation for My Alarm, Inc. from 1991 to 1993. Prior to
that time, Mr. Hudson served as vice president of customer services for Network Multi-Family. Mr. Hudson holds a B.S. in telecommunications.
Kenneth P. DeAngelis is a general partner of Austin Ventures, L.P. and has been associated with this firm for the past 20 years. Mr. DeAngelis has served as one of our
directors since October 1994 and serves on the board of directors of several privately owned companies.
John Dirvin is a partner of Austin Ventures and has been associated with this firm since 1997. Prior to joining Austin Ventures, Mr. Dirvin spent 13 years working in a
variety of marketing and financial management roles in the TI Software and UNIX Computer businesses. Mr. Dirvin has served as one of our directors since April 2001.
Jay M. Grossman is a partner of ABRY Partners, LLC and has been associated with this firm since 1996. Prior to joining ABRY, Mr. Grossman was an investment
banker specializing in media and entertainment at Kidder Peabody and at Prudential Securities. Mr. Grossman currently serves on the board of directors of several privately
owned companies.
Stephen M. Jenks is a partner of Capital Resource Partners II, L.P., the general partner of Capital Resource, a venture capital firm. Mr. Jenks has been associated with
Capital Resource Partners since November 1993. From 1990 until November 1993, Mr. Jenks was an associate with Norwest Venture Capital Management, a venture capital
investment firm. Mr. Jenks has served as one of our directors since May 1996 and also serves on the board of directors of several privately owned companies.
Peter S. Macdonald is managing director, and a founding partner, of Windward Capital Management and has been associated with this firm since 1994. From 1987 until
1994, Mr. Macdonald served in various capacities for Credit Suisse First Boston’s mergers and acquisitions group. Mr. Macdonald has served as one of our directors since
March 1999 and also serves on the board of directors of several privately owned companies.
Blaine F. Wesner is a general partner of Austin Ventures. Mr. Wesner joined the firm in 1990 and focuses on the firm’s communications investment area. Previously, Mr.
Wesner was with Goldman Sachs & Co. in New York and was also the co-founder of Wesner Publications, a chain of suburban and community newspapers located throughout
Oklahoma and Texas. Mr. Wesner has served as one of our directors since October 1994 and serves on the board of directors of several privately owned companies.
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Executive Compensation
The following table contains summary information concerning the total compensation for the fiscal year ended June 30, 2003 paid to our chief executive officer and our
four other most highly compensated executive officers serving in this capacity as of June 30, 2003, whose total salary and bonus exceeded $100,000 for that fiscal year. We
refer to these persons as our “named executive officers.”
Summary Compensation Table
Annual Compensation(1)
Name and Principal Position

Year

James R. Hull
President and Chief Executive Officer
Michael R. Meyers
Vice President and Chief Financial Officer
Michael D. Gregory
Vice President, Sales and Marketing
Robert N. Sherman
Vice President, Operations and Secretary
Rick L. Hudson
Vice President, Customer Services
(1)

(2)
(3)

Salary

Bonus($)

All Other
Compensation

2003

371,204.62

25,000.00

54,040.00(2)

2003

224,848.81

15,000.00

1,697.57(3)

2003

137,513.68

15,000.00

948.53(3)

2003

125,531.51

20,000.00

930.33(3)

2003

110,531.59

20,000.00

843.79(3)

Except as set forth above, the named executive officers did not receive any annual compensation not properly characterized as salary or bonus, except for certain
perquisites or other benefits the aggregate incremental cost of which did not exceed the lesser of $50,000 or 10% of the total annual salary and bonus reported for each
such officer. We have a medical and health benefits plan and we provide term life insurance for our employees, however, such plans do not discriminate in scope, terms or
operation in favor of executive officers or directors and are generally available to all salaried employees, except for the term life insurance premium paid for James R. Hull
as noted in footnote (2) below. We have a 401(k) plan, but we do not have any pension plan.
Represents $2,940 in payments we made for the premium for James R. Hull’s $750,000 term life insurance policy, $2,000 in matching contributions to Mr. Hull’s 401(k)
plan and $49,100 in payments for professional fees related to the preparation of Mr. Hull’s personal tax return.
Represents matching contributions to the named executive officer’s 401(k) plan.

Employment Agreements
James R. Hull has an employment agreement with us that automatically renews on November 1 of each year for successive one-year periods unless prior written notice
of nonrenewal is given by us. The agreement provides that we may terminate the agreement for cause and no further payments will be due to Mr. Hull. However, if termination
is for “nonperformance” by Mr. Hull, which is defined as a material adverse deviation between our actual results of operations or financial condition as compared to our
business plan or future plans approved by our board of directors, we are required to pay Mr. Hull an amount equal to the greater of six months’ base salary or his base salary for
the unexpired portion of the current term of the agreement. If we terminate Mr. Hull without cause, we are required to pay him his base salary for 24 months. The agreement also
provides for a two year non-competition covenant following termination, except in the case of termination without cause.
In addition, we have entered into an agreement with Mr. Hull pursuant to which we paid Mr. Hull a $2,000,000 transaction fee in cash at the closing of the Refinancing
Transactions and, prior to November 23, 2003, Mr. Hull may require us to purchase 400,000 shares of his Class A common stock at a purchase price of $1,000,000 in cash. A
portion of the transaction fee paid to Mr. Hull at the closing of the Refinancing Transactions must be repaid by Mr. Hull if he leaves the company voluntarily or is terminated
for cause during the 18-month period following the date of the payment of the transaction fee. The agreement also provides Mr. Hull with the right to sell up to $500,000 in
value of his Class A common stock to us in each of the next five
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fiscal years at purchase prices per share based on a multiple of our cash flow. To the extent Mr. Hull does not sell $500,000 in value of his Class A common stock to us in any
given fiscal year, he can sell the difference between $500,000 and the amount he sold to us in future fiscal years through fiscal year 2008. The agreement also provides that if
we establish any stock option plans for our directors or executive officers while Mr. Hull is our chief executive officer, we must award Mr. Hull options to purchase at least 10%
of the shares of our capital stock available for issuance under any such plans.
Michael R. Meyers has an employment agreement with us which terminates on August 31, 2006 and is automatically renewable on September 1, 2006 and on September
1 of each year thereafter for successive one-year periods unless written notice of nonrenewal is given by us. The agreement may be terminated by us for cause and in that event
no further amounts will be due to Mr. Meyers. However, if termination is for nonperformance by Mr. Meyers, we are required to pay an amount equal to the greater of six
months’ base salary or the base salary for the unexpired portion of the current term of the agreement. If the termination is without cause, we are required to pay an amount equal
to the greater of nine months’ base salary or the base salary for the unexpired portion of the current term of the agreement. The agreement also provides for a two year noncompetition covenant following termination, except in the case of termination without cause.
Robert N. Sherman also has an employment agreement with us which automatically renews on November 1 of each year for successive one-year periods unless written
notice of nonrenewal is given by us. Mr. Sherman’s employment agreement provides that we may terminate the agreement for cause and no further payments will be due to Mr.
Sherman. However, if termination is for nonperformance by Mr. Sherman or without cause, we are required to pay an amount equal to the greater of six months’ base salary or
the base salary for the unexpired portion of the current term of the agreement. The agreement also provides for a two year non-competition covenant following termination,
except in the case of termination without cause.
Michael D. Gregory also has an employment agreement with us which automatically renews on February 1 of each year for successive one-year periods unless written
notice of nonrenewal is given by us. The agreement may be terminated by us for cause and in that event no further amounts will be due to Mr. Gregory. If the agreement is
terminated for nonperformance by Mr. Gregory, he is entitled to his base salary for three months and if it is terminated without cause, he is entitled to the greater of his base
salary for six months or the base salary for the unexpired portion of the current term of the agreement. The agreement also provides for a two year non-competition covenant
following termination, except in the case of termination without cause.
Stock Option Plan
Our 1999 and 2001 stock option plans provide for grants of nonqualified stock options to our directors, executive officers, employees and consultants to promote our
long-term financial success and, specifically, to retain and motivate our key personnel and consultants to make contributions to our success. Both plans are administered by our
board of directors. Currently, neither plan has a pre-set formula or criteria for determining the number of options that may be granted to a director, executive officer, employee
or consultant. The exercise price for an option granted under either plan may not be less than 100% of the fair market value of our Class A common stock on the date of grant.
Our board of directors reviews and evaluates the overall compensation package of our executive officers and employees and determines the awards based on our overall
performance and the individual performance of our executive officers and employees. The total number of shares of our Class A common stock that may be subject to options
under the 1999 plan is 150,000 and under the 2001 plan is 250,000. As of June 30, 2003, options to purchase 96,000 shares of our Class A common stock are outstanding under
the 1999 plan. As of June 30, 2003, no options had been granted under the 2001 plan.
Indemnification Agreements
Each member of our board of directors and each executive officer has entered into an indemnification agreement with us pursuant to which we have agreed to indemnify
the director or executive officer to the fullest extent permitted by the Texas Business Corporation Act against expenses, judgments, penalties, fines and settlements incurred by
or on behalf of the director in connection with any proceeding arising out of their services as a director or executive officer or their service in a representative capacity at our
request.
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SECURITY OWNERSHIP OF PRINCIPAL SHAREHOLDERS AND MANAGEMENT
The following table sets forth certain information with respect to the beneficial ownership of our Class A common stock as of June 30, 2003, assuming conversion of our
Series A preferred stock, Series C preferred stock and Series D-1 preferred stock, each of which votes together with the Class A common stock as a single class on an asconverted basis, by each shareholder known to us to beneficially own more than five percent of our outstanding Class A common stock (assuming the conversion described
above) considered as a single class, each director and named executive officer, and all executive officers and directors as a group, based on information provided to us by such
persons. Our Series B preferred stock and Series C-1 preferred stock are nonvoting and are not included. Except as otherwise stated, each such person has sole investment and
voting power with respect to the shares set forth in the table:
Class A Common Stock(1)(2)
Number of
Shares

Name and Address of Beneficial Owner

Percent

AV Partners III, L.P.(3)(4)
Austin Ventures III-A, L.P.
Austin Ventures III-B, L.P.
300 West 6th Street, Suite 2300
Austin, Texas 78701

5,066,763(5)

40.1%

ABRY Capital Partners, L.P.(4)
ABRY Partners IV, L.P.
ABRY Investment Partnership, L.P.
111 Huntington Avenue
Boston, Massachusetts 02199

3,098,268(6)

24.6%

Windward Capital GP II, LLC(4)
Windward Capital Partners II, L.P.
Windward Capital LP II, LLC
1177 Avenue of the Americas
42nd Floor
New York, New York 10036

2,210,806(7)

17.6%

Capital Resource Partners II, L.P.(4)(8)
Capital Resource Lenders II, L.P.
85 Merrimac Street
Suite 200
Boston, Massachusetts 02114

1,308,399(9)

9.7%

AV Partners V, L.P.(3)(4)
Austin Ventures V, L.P.
Austin Ventures V Affiliates Fund, L.P.
300 West 6th Street, Suite 2300
Austin, Texas 78701

1,009,393(10)

7.4%

The Northwestern Mutual Life Insurance Company
720 East Wisconsin Avenue
Milwaukee, Wisconsin 53202

1,133,328(17)

8.3%

James R. Hull(4)(11)
Hull Family Limited Partnership
12801 Stemmons Freeway
Suite 821
Dallas, Texas 75234

936,218
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Class A Common Stock(1)(2)
Number of
Shares

Name and Address of Beneficial Owner

Percent

Blaine F. Wesner(3)(12)
300 West 6th Street, Suite 2300
Austin, Texas 78701

—

—

Kenneth P. DeAngelis(3)(13)
300 West 6th Street, Suite 2300
Austin, Texas 78701

—

—

John Dirvin(3)(18)
300 West 6th Street, Suite 2300
Austin, Texas 78701

—

—

Jay M. Grossman(6)(14)
111 Huntington Avenue
Boston, Massachusetts 02199

—

—

Peter S. Macdonald(7)(15)
1177 Avenue of the Americas
42nd Floor
New York, New York 10036

—

—

Stephen M. Jenks(8)(16)
85 Merrimac Street, Suite 200
Boston, Massachusetts 02114

—

—

Robert N. Sherman(4)
12801 Stemmons Freeway
Suite 821
Dallas, Texas 75234

287,081

2.3%

Michael R. Meyers(4)
12801 Stemmons Freeway
Suite 821
Dallas, Texas 75234

125,784

*

Michael D. Gregory(4)
12801 Stemmons Freeway
Suite 821
Dallas, Texas 75234

71,933

*

Rick L. Hudson
12801 Stemmons Freeway
Suite 821
Dallas, Texas 75234

52,274

*

All directors and executive officers as a group
(11 persons)(2)(11)(12)(13)(14)(15)(16)
*
(1)
(2)

1,473,290

11.7%

Represents beneficial ownership of less than one percent.
As of June 30, 2003, there were 1,906,409 shares of our Class A common stock outstanding, our outstanding Series A preferred stock was convertible into 5,005,005
shares of our Class A common stock, our outstanding Series C preferred stock was convertible into 2,337,138 shares of our Class A common stock, and our outstanding
Series D-1 preferred stock was convertible into 3,336,596 shares of our Class A common stock.
Approximately 95% of the outstanding shares of our Class A common stock and all of our Series A preferred stock, Series C preferred stock and Series D-1 preferred
stock owned by the shareholders identified in this table is pledged as collateral by the holder thereof to secure payment of our credit facility. See “Description of
Indebtedness—Credit Facility.”
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(3)

(4)

(5)
(6)
(7)
(8)
(9)
(10)
(11)
(12)

AV Partners III, L.P. (“AV Partners III”) is the general partner of Austin Ventures III-A, L.P. (“AV III-A”) and Austin Ventures III-B, L.P. (“AV III-B”) (collectively,
“Austin Ventures III”), which own warrants exercisable for 33,478 and 28,280 shares of our Class A common stock, respectively. These entities are affiliates of Austin
Ventures V, L.P. (“AV-V”) and Austin Ventures V Affiliates Fund, L.P. (“AV Affiliates”), which own warrants exercisable for 961,327 and 48,066 shares of our Class
A common stock, respectively. AV Partners V, L.P. (“AV Partners V”) is the general partner of AV-V and AV Affiliates. The shares of our Class A preferred stock and
the warrants owned of record by AV III-A and AV III-B are not included in the table above for AV Partners V, AV-V, and AV Affiliates. Each of AV III-A, AV III-B,
AV-V and AV Affiliates disclaims beneficial ownership of the shares and warrants owned by the other parties, and AV Partners III, and AV Partners V, disclaim
beneficial ownership of any of the shares and warrants included in the table for any of the other parties except to the extent of their respective pecuniary interests. AV
Partners III may be deemed to have sole voting and investment power with respect to shares held by Austin Ventures III. AV Partners V may be deemed to have sole
voting and investment power with respect to shares held by AV-V and AV Affiliates.
AV III-A, AV III-B, AV-V, AV Affiliates, Capital Resource Lenders II, L.P. (“Capital Resource”), ABRY Partners IV, L.P. (“ABRY IV”), ABRY Investment
Partnership, L.P. (“ABRY Investment”), Windward Capital Partners II, L.P. (“Windward LP”), Windward Capital LP II, LLC (“Windward LLC”), Hull Family Limited
Partnership, Michael R. Meyers, Robert N. Sherman and Michael D. Gregory are parties to a shareholders agreement, pursuant to which (1) AV III-A and AV III-B share
the right to designate three members of our board of directors, (2) AV-V and AV Affiliates share the right to designate one director, (3) Capital Resource has the right to
designate one director, (4) Windward LP and Windward LLC share the right to designate one director, (5) ABRY IV and ABRY Investment share the right to designate
one director and (6) James R. Hull is designated as a member of our board of directors for as long as he is employed by us. Currently, AV III-A and AV III-B have
exercised the right to appoint only two directors.
Includes 2,168,400 shares of Series A preferred stock exercisable for 2,713,213 shares of Class A common stock and warrants exercisable for 33,478 shares of Class A
common stock issuable upon the exercise of warrants owned of record by AV III-A; 1,831,600 shares of Series A preferred stock exercisable for 2,291,792 shares of
Class A common stock and 28,280 shares of Class A common stock issuable upon the exercise of warrants owned of record by AV III-B.
Represents 3,096,356 shares of Class A common stock issuable upon conversion of our Series D-1 preferred stock owned by ABRY IV and 1,912 shares of Class A
common stock issuable upon conversion of our Series D-1 preferred stock owned by ABRY Investment. ABRY Capital Partners, L.P. is the general partner of ABRY IV.
ABRY Investment is an affiliate of ABRY IV.
Represents 2,096,116 shares of Class A common stock issuable upon conversion of our Series C preferred stock owned by Windward LP and 114,690 shares of Class A
common stock issuable upon conversion of our Series C preferred stock owned by Windward LLC. Windward Capital GP II, LLC is the general partner of Windward
LP. Windward LLC is an affiliate of Windward LP.
Capital Resource Partners II, L.P. is the general partner of Capital Resource Lenders.
Represents 126,332 shares of Class A common stock issuable upon conversion of our Series C preferred Stock, 238,328 shares of Class A common stock issuable upon
conversion of our Series D-1 preferred stock and 943,739 shares of Class A common stock issuable pursuant to warrants.
Represents 961,327 shares of Class A common stock issuable upon the exercise of warrants owned of record by AV-V and 48,066 shares of Class A common stock
issuable upon the exercise of warrants owned of record by AV Affiliates.
Hull Family Limited Partnership owns 936,218 shares of Class A common stock. James Hull Management Trust is the general partner of Hull Family Limited
Partnership. James R. Hull is the sole trustee of James Hull Management Trust and, therefore, is deemed to also beneficially own these shares.
Mr. Wesner is an Assignee of AV Partners III and a General Partner of AV Partners V. As an Assignee of AV Partners III and a General Partner of AV Partners V,
Blaine F. Wesner may be deemed to have shared voting and investment power with respect to shares held by Austin Ventures III, AV-V, and AV Affiliates. Blaine F.
Wesner disclaims beneficial ownership except to the extent of its pecuniary interest.
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Mr. DeAngelis is a General Partner of AV Partners III and AV Partners V. As a General Partner of AV Partners III and AV Partners V, Kenneth P. DeAngelis may be
deemed to have shared voting and investment power with respect to shares held by Austin Ventures III, AV-V and AV Affiliates. Kenneth P. DeAngelis disclaims
beneficial ownership except to the extent of its pecuniary interest.
Mr. Grossman is a vice president of ABRY Capital Partners, L.P., the general partner of ABRY IV, and a vice president of ABRY Investment GP, LLC, the general
partner of ABRY Investment. Mr. Grossman disclaims beneficial ownership of any of the shares owned by ABRY IV or ABRY Investment.
Mr. Macdonald is the managing member of Windward Capital GP II, LLC, the general partner of Windward LP, and the managing member of Windward LLC. Mr.
Macdonald disclaims beneficial ownership of any of the shares, including Series C-1 preferred stock, owned by Windward LP or Windward LLC.
Mr. Jenks is a partner of Capital Resource Partners II, L.P., the general partner of Capital Resource. Mr. Jenks disclaims beneficial ownership of any of the shares,
including Series B preferred stock, Series C-1 preferred stock, Series D-1 preferred stock or warrants, beneficially owned by Capital Resource.
Represents 1,133,328 shares of Class A common stock issuable upon the exercise of warrants.
While John Dirvin is not a partner of AV Partners III or AV Partners V, he is a participant in the AV Partners V profit sharing plan and disclaims beneficial ownership
except to the extent of its pecuniary interest therein.

Recapitalization
We are in discussions with some of our equity sponsors to sell a new series of preferred stock to these sponsors and to use the proceeds from the sale to repurchase up to
all of our outstanding Series C and Series C-1 preferred stock. In connection with the new equity financing, we may issue additional shares of the new series of preferred stock
in exchange for all of our outstanding preferred stock other than the Series C and Series C-1 preferred stock to be repurchased for cash such that, following the new equity
financing and the exchange, we will have only one series of preferred stock outstanding. These discussions are at a preliminary stage and no definitive agreement has been
reached. We cannot assure you that any such transaction will be consummated or as to the final terms of such transaction.
CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS
On January 18, 2002, we borrowed an aggregate of $40 million from The Northwestern Mutual Life Insurance Company (“Northwestern Mutual”) pursuant to a
subordinated note and warrant purchase agreement. The subordinated notes were due and payable on January 18, 2009. We also issued warrants currently exercisable for
1,133,328 shares of Class A common stock at an exercise price of $0.01 per share in connection with the subordinated notes. A portion of the proceeds of the Refinancing
Transactions were used to repay $20.5 million principal amount of the subordinated notes outstanding at a repurchase price of $23.2 million. The remaining $20.5 million
principal amount of subordinated notes were amended and the maturity extended to March 1, 2010. In connection with the repurchase and amendment of the subordinated notes,
Northwestern Mutual received a fee of approximately $205,000.
On October 21, 1994, AV III-A and AV III-B purchased an aggregate of 2,000,000 shares of our Series A preferred stock for $1.00 per share and subsequently acquired
2,000,000 additional shares of our Series A preferred stock at a purchase price of $1.00 per share.
On May 19, 1997, AV-V purchased 4,000,000 shares of our Series B preferred stock for $1.00 per share and Capital Resource purchased 1,000,000 shares of our Series
B preferred stock for $1.00 per share. AV-V and Capital Resource also acquired warrants currently exercisable for 1,009,393 shares and 252,348 shares, respectively, of our
Class A common stock with an exercise price of $0.01 per share, in connection with their acquisition of Series B Preferred Stock. AV-V subsequently transferred 190,476
shares of our Series B preferred
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stock and warrants currently exercisable for 48,066 shares of Class A common stock to AV Affiliates. See “Description of Capital Stock—Preferred Stock” for a further
discussion.
On March 9, 1999, Windward LP purchased 1,253,096 shares of our Series C preferred stock for $19.689579 per share, Windward LLC purchased 80,097 shares of our
Series C preferred stock for $19.689579 per share and Capital Resource purchased 76,182 shares of our Series C preferred stock for $19.689579 per share. Windward LLC
subsequently transferred 10,935 shares of our Series C preferred stock to Windward LP On April 27, 2001, the 1,409,375 shares of our Series C preferred stock issued and
outstanding were exchanged for 1,409,375 shares of our newly issued Series C preferred stock and 251,420 shares of our newly issued Series C-1 preferred stock.
On April 27, 2001, ABRY IV purchased 49,959.9 shares of our Series D-1 preferred stock for $1,000 per share and ABRY Investment purchased 40.10 shares of our
Series D-1 preferred stock for $1,000 per share. On January 18, 2002, ABRY IV purchased an additional 14,987.97 shares of Series D-1 preferred stock, ABRY IV purchased
12.03 shares of Series D-1 preferred stock and Capital Resource purchased 5,000 shares of Series D-1 preferred stock each at $1,000 per share.
Each of AV III-A, AV III-B, AV-V, AV Affiliates, Capital Resource and Northwestern Mutual has the contractual preemptive right to purchase its pro rata share, based
on the number of warrants or warrant shares owned by each of them in relation to the fully diluted outstanding shares of our Class A common stock, of any subordinated debt,
with certain exceptions, proposed to be issued by us at any time prior to the closing of a firm commitment underwritten public offering of shares of our Class A common stock
meeting certain criteria, which we refer to in this prospectus as a “qualified public offering.”
Each of AV III-A, AV III-B, AV-V, AV Affiliates, Windward LP, Windward LLC, Capital Resource, ABRY IV, ABRY Investment, Northwestern Mutual and Hull
Family Limited Partnership have the additional contractual preemptive right to purchase a pro rata share, based on the number of shares of our common stock beneficially held
by them in relation to the fully diluted outstanding shares of our common stock (assuming conversion, exercise or exchange of all outstanding equity securities of the company),
of any equity securities, with certain exceptions, proposed to be issued by us at any time prior to the closing of a qualified public offering.
The holders of two-thirds of our shares of Class A common stock issuable upon conversion of our Series A preferred stock and Series C preferred stock may each at any
time request, on two separate occasions, that we register for public resale the shares of our Class A common stock owned by them. Following an initial public offering of our
securities, the holders of two-thirds of the outstanding Series C preferred stock, and the holders of two-thirds of the outstanding Series D-1 preferred stock may each at any time
request, on two separate occasions, that we register for public resale the shares of our Class A common stock owned by them upon conversion of their respective preferred
stock. Following an initial public offering of our securities, the holders of two-thirds of the outstanding warrants held by Northwestern Mutual may at any time request on one
occasion that we register for public resale the shares of our Class A common stock owned by them upon exercise of their warrants. After an initial public offering of our
securities, each of AV III-A, AV III-B, AV-V, AV Affiliates, Capital Resource, Windward LP, Windward LLC, ABRY IV, ABRY Investment and Northwestern Mutual has
the right, subject to certain conditions, to request, on two occasions in any 12-month period, that we register for public resale the shares of our Class A common stock owned by
them. AV III-A, AV III-B, AV-V, AV Affiliates, Capital Resource, Hull Family Limited Partnership, Windward LP, Windward LLC, ABRY IV, ABRY Investment and
Northwestern Mutual also have the right to include shares of our Class A common stock owned by them in any registration statement proposed to be filed by us to register any
of our securities provided the form of registration statement may be used for registration of their shares, and subject to certain other rights we may have to not include their
shares. We have agreed to pay all expenses of the foregoing registration statements, other than underwriting fees, discounts or commissions.
We have entered into an agreement with James R. Hull, our president and chief executive officer, pursuant to which we paid Mr. Hull a $2 million transaction fee in cash
at the closing of the Refinancing Transactions
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and, prior to November 23, 2003, Mr. Hull may require us to purchase 400,000 shares of his Class A common stock at a purchase price of $1 million in cash. The agreement
also gives Mr. Hull the right to sell up to $500,000 in value of his Class A common stock to us in each of the next five fiscal years at purchase prices per share based on a
multiple of our cash flow. See “Management—Employment Agreements” for a more complete discussion of the terms of Mr. Hull’s agreement.
We paid an advisory fee of $2.7 million to ABRY Partners LLC, an affiliate of ABRY Capital Partners, L.P., in connection with the Refinancing Transactions. See “Use
of Proceeds.” An affiliate of ABRY Capital Partners, L.P. purchased old notes in the offering related to the Refinancing Transactions.
DESCRIPTION OF INDEBTEDNESS
Credit Facility
General
We have entered into a senior secured credit facility with Fleet National Bank (“Fleet”), as administrative agent, Bank of America, N.A., as syndication agent and a
syndicate of lenders, including Fleet and Bank of America, N.A. The following summary is not complete and is subject to, and qualified in its entirety by reference to, the
Credit Agreement, which is an exhibit to the prospectus.
The senior secured credit facility provides for an aggregate principal amount of $320 million, consisting of a $145 million revolving credit facility and a $175 million
term loan facility. The facility also provides for the possibility, subject to the satisfaction of various conditions, that it may be increased in an additional amount of up to $150
million. Our ability to increase our credit facility will be subject to our compliance with the financial covenants under the indenture governing the notes. The revolving credit
facility matures on August 25, 2008, and the term loan facility matures on August 26, 2009.
Security
Indebtedness under our senior secured credit facility is secured by all of our assets, including alarm monitoring contracts, service agreements, non-compete agreements
and alarm purchase agreements.
Interest
Indebtedness under our credit facility bears interest at a floating rate based, at our option, upon (a) Fleet’s base rate, or (b) the London Interbank Offered Rate, which we
refer to herein as “LIBOR,” plus the applicable LIBOR or base rate margin. Fleet’s base rate is the annual rate of interest announced from time to time by Fleet as its base rate.
The base rate margin applicable to the revolving credit facility will vary from 2.25% to 3.00% and the LIBOR margin applicable to the revolving credit facility will vary from
3.25% to 4.00%, in each case, depending on the ratio of our total debt to our annualized quarterly net operating income, as defined in the documentation applicable to the credit
facility. The term loan will bear interest at LIBOR plus 4.50%. Interest periods for LIBOR based loans shall be, at our option, one, two, three and six months. Interest on base
rate loans is payable quarterly in arrears and interest on LIBOR loans is payable on the last day of the interest period therefor and, if longer than three months, at three month
intervals. At any time when we are in default under our credit facility, indebtedness under the credit facility shall bear interest at 2.00% above the rate that would otherwise be
applicable.
Commitment Fee
We will be required to pay a commitment fee, payable quarterly in arrears, on the unused portion of our new revolving credit facility based upon the sum of the average
unused portion of the revolving credit facility during
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the quarter, equal to either .75% if we borrow less than 50% of the total amount available to us under such credit facility or .5% if we borrow more than 50% of the total amount
available to us under such credit facility.
Repayment
The revolving credit facility provides for commitment reductions of 5% per quarter beginning on December 31, 2006. The term loan facility provides for scheduled
amortization of 1% per year during years one through three of the term loan facility, 5% per year in year four of the term loan facility, and 12% per year in year five of the term
loan facility, in each case, payable quarterly.
The credit facility provides for mandatory prepayments:
•

upon certain asset dispositions by us or certain casualty events affecting our properties;

•

upon certain issuances of our capital securities; and

•

with proceeds of certain issuances of debt securities.

Amounts under our credit facility may be voluntarily prepaid without premium or penalty subject to three business days written notice. All costs associated with early
termination of LIBOR loans will be borne by us.
Covenants
The credit facility requires us to meet certain financial tests, including:
•

a minimum interest coverage ratio;

•

a maximum total senior debt to annualized quarterly net operating income ratio;

•

a maximum total debt to annualized quarterly net operating income ratio;

•

an annual limit on our capital expenditures of $4.5 million per fiscal year, but we may carry forward up to $400,000 of permitted but unused capital expenditures
from the immediately preceding year; and

•

a minimum fixed charge coverage ratio.

Our credit facility also contains customary negative covenants that, among other things, limit:
•

the incurrence of additional indebtedness except the credit facility, permitted debt, certain purchase money obligations, capital leases, trade obligations in the ordinary
course of business and certain other debt;

•

the creation of additional liens on our assets;

•

mergers, business combinations, acquisitions, investments and formation of subsidiaries;

•

dividends or other restricted payments in respect of our capital stock;

•

transactions with affiliates;

•

sales of assets other than assets sold or disposed of in the ordinary course of business other than permitted dispositions in a maximum amount per year; and

•

changes in our lines of business.

Events of Default
Our credit facility contains customary events of default, including:
•

payment defaults;
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•

breach of representations or warranties and non-performance of covenants and obligations, subject to certain cure periods;

•

defaults on other indebtedness;

•

bankruptcy and insolvency;

•

impairment of security;

•

unsatisfied judgments;

•

certain change of control events;

•

failure to obtain or cessation of material authorizations or licenses; and

•

actual or asserted invalidity of loan documentation.

Subordinated Notes
We have $20.5 million principal amount of 13.5% subordinated notes due 2010 outstanding. These notes are unsecured and will be subordinated in right of payment to
our new senior secured credit facility and the new notes. Interest on the subordinated notes is payable semiannually in arrears on June 30 and December 31, with payment to be
made in cash for interest accrued on the notes at the rate of 12% per annum, with the remaining 1.5% per annum (2.5% per annum on and after December 15, 2003, which new
rate will apply retroactively to August 25, 2003 if the subordinated notes are not repurchased by December 15, 2003) added to the outstanding principal amount of the
subordinated notes. The subordinated notes are redeemable at our option, in whole or in part, at a redemption price of 105% of their principal amount (declining annually each
January 19 by 1% to 100% on January 19, 2008) plus accrued and unpaid interest. A change of control would require us to offer to prepay the subordinated notes at such
redemption prices.
The agreement governing the subordinated notes contains events of default, some of which could occur without an event of default occurring under the indenture
governing the notes to be issued in connection with this offering. If an event of default occurs and is continuing, holders of 66 2/ 3% of the outstanding principal amount of
subordinated notes may declare the subordinated notes payable at the redemption prices discussed above, together with all accrued and unpaid interest.
The agreement under which the subordinated notes were issued contains various covenants substantially similar to the covenants under our credit facility. The agreement
also contains certain restrictive covenants that restrict our ability to, among other things, issue additional debt, incur additional liens, incur lease obligations, assume or
guarantee debt of other persons, merge or transfer assets, make distributions, enter into transactions with affiliates and make capital expenditures.
DESCRIPTION OF NEW NOTES
The form and terms of the new notes are the same as the form and terms of the old notes, except that the new notes have been registered under the Securities Act, will not
bear legends restricting the transfer thereof, will not be entitled to registration rights under the registration rights agreement, and will not contain provisions relating to additional
interest. The terms of the new notes include those stated in the indenture and those made part of the indenture by reference to the Trust Indenture Act of 1939.
You can find the definitions of terms used in this description under the subheading “Definitions.” In this description, the word “Notes” refers to the new notes.
We will issue the Notes under the same indenture as the old notes, which is dated as of August 25, 2003 (the “Indenture”) and is between the Company and The Bank of
New York Trust Company of Florida, N.A., as trustee (the “Trustee”).
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Subject to the covenant described below under “Covenants—Limitation on Incurrence of Additional Debt and Issuance of Capital Stock” and other applicable laws, the
Company may issue additional notes under the Indenture. The old notes, the new notes and any additional notes issued from time to time in accordance with the terms of the
Indenture will constitute a single class of debt securities under the Indenture. If the exchange offer is consummated, holders of old notes who do not exchange new notes for
their old notes will vote together with holders of the new notes and, if applicable, any holders of additional notes for all relevant purposes under the Indenture. Accordingly, in
determining whether the required holders have given any notice, consent or waiver or taken any other action permitted under the Indenture, any old notes that remain
outstanding after the exchange offer will be aggregated with the new notes and, if applicable, any additional notes, and the holders of the old notes, the new notes and the
additional notes will vote together as a single class. All references in this prospectus to specified percentages in aggregate principal amount of the notes that are outstanding
means, at any time after the exchange offer is consummated, the percentage in aggregate principal amount of the old notes, the new notes and the additional notes then
outstanding.
The following description is a summary of the provisions of the Indenture that we believe to be material and of interest to you and does not restate that agreement in its
entirety. We encourage you to read the Indenture because that agreement, and not this description, will define your rights as a holder of the notes. Any references in this
summary to dollar amounts are to U.S. dollars and include the foreign currency equivalent of that amount determined at the relevant time to the extent proceeds, transactions or
other amounts are denominated, in whole or in part, in a currency other than U.S. dollars.
Principal, Maturity and Interest
The Notes will be senior subordinated unsecured obligations of the Company. The Company will initially issue approximately $160.0 million aggregate principal amount
of new notes in this offering in exchange for the old notes.
The Notes will mature on September 1, 2010. Interest on the Notes will accrue at a rate of 113/ 4% per annum and will be payable semi-annually in arrears on March 1
and September 1, commencing on March 1, 2004. We will pay interest to those Persons who were holders of record on the February 15 or August 15 immediately preceding
each interest payment date.
Interest on the Notes will accrue from the date of original issuance or, if interest has already been paid, from the date it was most recently paid. Interest will be computed
on the basis of a 360-day year comprised of twelve 30-day months.
The Company will make all payments on the Notes at the office or agency of the paying agent and registrar within the City and State of New York. The trustee will
initially act as paying agent and as registrar for the notes. The Company may change the paying agent or registrar without prior notice to the trustee or noteholders. Subject to
compliance with any applicable laws or regulations, the Company or any of its Subsidiaries may act as paying agent or registrar.
We currently have no subsidiaries. It is expected that any subsidiaries we create in the future will be “Restricted Subsidiaries.” The Notes will be guaranteed by each of
the Company’s future Domestic Restricted Subsidiaries (the “Guarantors”). These subsidiary guarantees (the “Note Guarantees”) will be joint and several obligations of the
Guarantors. Each Note Guarantee will be subordinated to the prior payment in full of all Senior Debt of that Guarantor. We anticipate that the Guarantors will also guarantee all
obligations under the Credit Agreement, and each Guarantor will grant a security interest in all or substantially all of its assets to secure the obligations under the Credit
Agreement. The obligations of each Guarantor under its Note Guarantee will be limited to prevent that Note Guarantee from constituting a fraudulent conveyance under
applicable law.
Under the circumstances described below under the subheading “Restrictive Covenants—Limitation on Restricted Payments,” we will be permitted to designate certain
of our subsidiaries as “Unrestricted
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Subsidiaries.” Unrestricted Subsidiaries will not be subject to many of the restrictive covenants in the Indenture. Unrestricted Subsidiaries will not guarantee the Notes.
Transfer and Exchange
A holder may transfer or exchange Notes in accordance with the Indenture and compliance with applicable securities laws. Each of the Company, registrar and trustee
may require a holder to, among other things, furnish appropriate endorsements and transfer documents in connection with a transfer or exchange of notes. The Company may
require a holder to pay any transfer or other taxes and governmental or other fees payable in connection with a transfer or exchange of Notes. The Company is not required to
transfer or exchange any Note for a period of 15 days before a selection of Notes to be redeemed.
The registered holder of a note will be treated as owning the note for all purposes.
Subordination
The Notes:
•

will be senior subordinated unsecured obligations of the Company and will rank equally with all senior subordinated Indebtedness of the Company;

•

will be subordinated in right of payment to all existing and future Senior Debt of the Company; and

•

will be senior in right of payment to all existing and any future subordinated Indebtedness of the Company.

The payment of principal, premium, interest and all other amounts payable with respect to the Notes will be subordinated to the prior payment in full in cash of all Senior
Debt of the Company as described below.
The holders of Senior Debt will be entitled to receive payment in full in cash of all obligations due in respect of Senior Debt before the Holders of the Notes will be
entitled to receive any payment with respect to the Notes (except that Holders of Notes may receive and retain Permitted Junior Securities and payment made from the trust
described under the caption “Defeasance”), in the event of any payment or distribution to creditors of the Company:
(1) in a liquidation, dissolution or winding up of the Company or any Guarantor;
(2) in a bankruptcy, reorganization, insolvency, receivership or similar proceeding relating to the Company, any Guarantor or its property;
(3) in an assignment for the benefit of creditors; or
(4) in any marshalling of the assets and liabilities of the Company or any Guarantor.
The Company also may not make any payment in respect of the Notes (except in Permitted Junior Securities or from the trust described under the caption “Defeasance”)
if:
(1) a payment default on Designated Senior Debt occurs and is continuing; or
(2) any other default occurs and is continuing on Designated Senior Debt that permits holders of the Designated Senior Debt to accelerate its maturity and the
Trustee receives a notice of such default (a “Payment Blockage Notice”) from the Company or the holders or representatives of any Designated Senior Debt.
The Company is obligated to resume payments on the Notes:
(1) in the case of a payment default, upon the date on which such default is cured or waived; and
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(2) in case of a nonpayment default, the earlier of the date on which such nonpayment default is cured or waived or 179 days after the date on which the applicable
Payment Blockage Notice is received, unless the maturity of any Designated Senior Debt has been accelerated.
No new Payment Blockage Notice may be delivered unless and until 360 days have elapsed since the delivery of the immediately prior Payment Blockage Notice and all
scheduled payments on the Notes have been paid in full in cash.
No nonpayment default that existed or was continuing on the date of delivery of any Payment Blockage Notice to the Trustee shall be, or be made, the basis for a
subsequent Payment Blockage Notice unless such first nonpayment default shall have been cured or waived for a period of not less than 90 days.
The Company must promptly notify holders of Senior Debt if payment of the Notes is accelerated because of an Event of Default.
As a result of the subordination provisions described above, in the event of a bankruptcy, liquidation or reorganization of the Company, Holders of these Notes may
recover less ratably than other creditors of the Company, including those who are holders of Senior Debt.
After giving effect to Refinancing Transactions, as of June 30, 2003, the Company would have had $370.5 million of Indebtedness outstanding, $191.0 million of which
would have been Senior Debt and $20.4 million would have been subordinated to the Notes.
Optional Redemption
The Company may choose to redeem the Notes at any time. If it does so, it may redeem all or any portion of the Notes, at once or over time, after giving the required
notice under the Indenture.
To redeem the Notes prior to September 1, 2007, the Company must pay a redemption price equal to 100% of the principal amount of the Notes to be redeemed plus the
Applicable Premium as of, and accrued and unpaid interest, if any, to, the redemption date (subject to the right of holders of record on the relevant record date to receive interest
due on the relevant interest payment date).
“Applicable Premium” means, with respect to any Note on any redemption date, the greater of (1) 1.0% of the principal amount of such Note and (2) the excess of (a) the
present value at such redemption date of (i) the redemption price of such Note at September 1, 2007 (such redemption price being set forth in the table below) plus (ii) all
required interest payments due on such Note through September 1, 2007 (exclusive of interest accrued but unpaid to the date of redemption), computed using a discount rate
equal to the Treasury Rate on such redemption date, plus 50 basis points, over (b) the principal amount of such Note.
“Treasury Rate” means, as of any redemption date, the yield to maturity as of such redemption date of United States Treasury securities with a constant maturity (as
compiled and published in the most recent Federal Reserve Statistical Release H.15 (519) that has become publicly available at least two business days prior to the redemption
date (or, if such statistical release is no longer published, any publicly available source of similar market data)) most nearly equal to the period from the redemption date to
September 1, 2007; provided, however, that if the period from the redemption date to September 1, 2007 is less than one year, the weekly average yield on actually traded
United States Treasury securities adjusted to a constant maturity of one year shall be used.
Beginning on September 1, 2007, the Notes may be redeemed at the redemption prices set forth below, plus accrued and unpaid interest, if any, to the redemption date
(subject to the right of holders of record on the relevant record date to receive interest due on the relevant interest payment date). The following prices are for
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Notes redeemed during the 12-month period commencing on September 1 of the years set forth below, and are expressed as percentages of principal amount:
Year

Percentage

2007
2008
2009

108.000%
102.938%
100.000%

In addition, on or prior to September 1, 2006, the Company may, at its option, redeem up to 25% of the aggregate principal amount of Notes issued under the Indenture
(including additional Notes, if any, issued subsequent to this offering) at a redemption price equal to 111.750% of the principal amount thereof, plus accrued and unpaid interest,
if any, thereon to the redemption date, with the net cash proceeds of one or more offerings of Capital Stock (other than Disqualified Stock) of the Company or of a Holding
Company (to the extent, in the case of a Holding Company, that the net cash proceeds thereof are used to purchase Capital Stock (other than Disqualified Stock), or are
contributed to the common equity capital, of the Company); provided that (1) at least 75% of the original aggregate principal amount of old notes and the Notes (including
additional notes, if any, issued subsequent to this offering) remain outstanding immediately after the occurrence of any such redemption (excluding old notes or Notes held by
the Company and its Subsidiaries) and (2) such redemption shall occur within 90 days of the date of the closing of such offering.
Sinking Fund
There will be no mandatory sinking fund payments for the Notes.
Repurchase at the Option of Holders Upon a Change of Control
If a Change of Control occurs, each Holder of Notes will have the right to require the Company to repurchase all or any part (equal to $1,000 or an integral multiple of
$1,000) of that Holder’s Notes pursuant to the offer described below (the “Change of Control Offer”) on the terms set forth in the Indenture. In the Change of Control Offer, the
Company will offer a payment (the “Change of Control Payment”) in cash equal to 101% of the aggregate principal amount of Notes repurchased plus accrued and unpaid
interest, if any, to the date of purchase. Within 30 days following any Change of Control, the Company will mail a notice to each Holder describing the transaction or
transactions that constitute the Change of Control and offering to repurchase Notes on the Change of Control Payment Date specified in the notice, which date will be no earlier
than 30 days and no later than 90 days from the date such notice is mailed, pursuant to the procedures required by the Indenture and described in such notice. The Company will
comply with the requirements of Rule 14e-1 under the Exchange Act and any other securities laws and regulations thereunder to the extent those laws and regulations are
applicable in connection with the repurchase of the Notes as a result of a Change of Control. To the extent that the provisions of any securities laws or regulations conflict with
the Change of Control provisions of the Indenture, the Company will comply with the applicable securities laws and regulations and will not be deemed to have breached its
obligations under the Change of Control provisions of the Indenture by virtue of such conflict.
On the Change of Control Payment Date, the Company will, to the extent lawful:
(1) accept for payment all Notes or portions of Notes properly tendered pursuant to the Change of Control Offer;
(2) deposit with the paying agent an amount equal to the Change of Control Payment in respect of all Notes or portions of Notes properly tendered; and
(3) deliver or cause to be delivered to the trustee the Notes properly accepted together with an officers’ certificate stating the aggregate principal amount of Notes or
portions of Notes we are purchasing.
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The paying agent will promptly mail to each Holder of Notes properly tendered the Change of Control Payment for such Notes, and the trustee will promptly authenticate
and mail (or cause to be transferred by book entry) to each Holder a new Note equal in principal amount to any unpurchased portion of the Notes surrendered, if any; provided
that each new Note will be in a principal amount of $1,000 or an integral multiple of $1,000.
Prior to complying with any of the provisions of this “Change of Control” covenant, but in any event within 90 days following a Change of Control, the Company will
either repay all outstanding Senior Debt or obtain the requisite consents, if any, under all agreements governing outstanding Senior Debt to permit the repurchase of Notes
required by this covenant. The Company will publicly announce the results of the Change of Control Offer on or as soon as practicable after the Change of Control Payment
Date.
The provisions described above that require the Company to make a Change of Control Offer following a Change of Control will be applicable whether or not any other
provisions of the Indenture are applicable. Except as described above with respect to a Change of Control, the Indenture does not contain provisions that permit the Holders of
the Notes to require that the Company repurchase or redeem the Notes in the event of a takeover, recapitalization or similar transaction.
The Company will not be required to make a Change of Control Offer upon a Change of Control if a third party makes the Change of Control Offer in the manner, at the
times and otherwise in compliance with the requirements set forth in the Indenture applicable to a Change of Control Offer made by the Company and purchases all Notes
properly tendered and not withdrawn under the Change of Control Offer.
The definition of Change of Control includes a phrase relating to the direct or indirect sale, lease, transfer, conveyance or other disposition of “all or substantially all” of
the properties or assets of the Company and its Restricted Subsidiaries taken as a whole. Although there is a limited body of case law interpreting the phrase “substantially all,”
there is no precise established definition of the phrase under applicable law. Accordingly, the ability of a Holder of Notes to require the Company to repurchase its Notes as a
result of a sale, lease, transfer, conveyance or other disposition of less than all of the assets of the Company and its Restricted Subsidiaries taken as a whole to another Person or
group may be uncertain.
Restrictive Covenants
Limitation on Debt and Issuance of Disqualified Stock. The Company will not, and will not permit any Restricted Subsidiary to, directly or indirectly, create, incur, issue,
assume, guarantee or otherwise become directly or indirectly liable, contingently or otherwise, with respect to (collectively, “incur”) any Indebtedness (including Acquired
Debt), and the Company will not, and will not permit any of its Restricted Subsidiaries to, issue any Disqualified Stock (other than to the Company or a Wholly Owned
Restricted Subsidiary); provided, however, that the Company and any Guarantor may incur Indebtedness (including Acquired Debt) and issue shares of Disqualified Stock if the
Company’s Leverage Ratio at the time of the incurrence of such Indebtedness or issuance of such Disqualified Stock, after giving pro forma effect thereto (including a pro
forma application of the use of proceeds therefrom), is less than 4.5 to 1.0.
The first paragraph of this covenant will not prohibit the incurrence of any of the following items of Indebtedness or issuance of Disqualified Stock (collectively,
“Permitted Debt”):
(1) the incurrence by the Company and the Guarantors of Indebtedness pursuant to the Credit Agreement (including letter of credit obligations) in an aggregate
principal amount outstanding under this clause (1) at any one time not to exceed $320 million, less the aggregate amount of all Net Proceeds of Asset Sales applied by the
Company or any Restricted Subsidiary to repay any Indebtedness under the Credit Agreement (and, in the case of any revolving credit Indebtedness under the Credit
Agreement, to effect a corresponding commitment reduction thereunder) pursuant to the “Limitation on Asset Sales” covenant;
72

Table of Contents
Index to Financial Statements
(2) the incurrence by the Company of Existing Indebtedness;
(3) the incurrence by the Company of Indebtedness represented by the Notes issued on the date of the Indenture and any guarantees of such Notes by the
Guarantors;
(4) the incurrence by the Company or any of its Restricted Subsidiaries of Permitted Refinancing Indebtedness in exchange for, or the net proceeds of which are
used to refund, refinance or replace Indebtedness (other than intercompany Indebtedness) that was permitted by the Indenture to be incurred under the first paragraph of
this covenant or clauses (2), (3), (4) and (8) of this paragraph, or the issuance by the Company or any of its Restricted Subsidiaries of Permitted Refinancing Disqualified
Stock in exchange for, or the net proceeds of which are used to refund, refinance or replace Disqualified Stock (other than intercompany Disqualified Stock) that was
permitted by the Indenture to be issued;
(5) the incurrence by the Company or any of its Restricted Subsidiaries of intercompany Indebtedness between or among the Company and any of its Restricted
Subsidiaries; provided, however, that (i) if the Company or any Guarantor is the obligor, such Indebtedness must be unsecured, evidenced by a promissory note and
expressly subordinated to the prior payment in full in cash of all obligations under the Notes, and (ii) (a) any subsequent issuance or transfer of Equity Interests that results
in any such Indebtedness being held by a Person other than the Company or a Restricted Subsidiary of the Company and (b) any sale or other transfer of any such
Indebtedness to a Person that is not either the Company or a Restricted Subsidiary of the Company shall be deemed, in each case, to constitute an incurrence of such
Indebtedness by the Company or such Restricted Subsidiary, as the case may be, that was not permitted by this clause (5);
(6) the incurrence by the Company or any of its Restricted Subsidiaries of Hedging Obligations, provided that such obligations are entered into for bona fide
hedging purposes and not for speculative purposes;
(7) the incurrence by the Company and its Restricted Subsidiaries of additional Indebtedness in an aggregate amount not to exceed $25.0 million at any one time
outstanding (which amount may, but need not, be incurred under the Credit Agreement);
(8) the incurrence by the Company or its Restricted Subsidiaries of Indebtedness represented by Capital Lease Obligations, mortgage financings or purchase money
obligations, in each case incurred for the purpose of financing all or any part of the purchase price or cost of construction or improvement of property, plant or equipment
used in the business of the Company or such Restricted Subsidiary at the time of such incurrence (whether through a direct purchase of assets or the Capital Stock of any
Person owning solely those assets) in an aggregate principal amount not to exceed $10.0 million at any time outstanding; and
(9) the guarantee by the Company or any Guarantor of Indebtedness of the Company or a Restricted Subsidiary of the Company that was permitted to be incurred
by another provision of this covenant.
For purposes of determining compliance with this covenant, in the event that an item of Indebtedness meets the criteria of more than one of the categories of Permitted
Debt described in clauses (1) through (9) above or is entitled to be incurred pursuant to the first paragraph of this covenant, the Company may, in its sole discretion,
(i) at the time the proposed Indebtedness is incurred, classify all or a portion of that item of indebtedness on the date of its incurrence under either the first paragraph
of this covenant or under any category of Permitted Debt described in clauses (1) through (9) above; and
(ii) reclassify at any later date all or a portion of that or any other item of Indebtedness as being or having been incurred in any manner that complies with this
covenant;
provided, that, in each case, Indebtedness under the Credit Agreement outstanding on the date the Notes are first issued under the Indenture is deemed to be incurred pursuant to
clause (1) of the second paragraph of this covenant.
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Accrual of interest, accretion or amortization of original issue discount and the payment of interest on any Indebtedness in the form of additional Indebtedness with the
same terms will not be deemed to be an incurrence of Indebtedness for purposes of this covenant.
Limitation on Restricted Payments. The Company will not make, and will not permit any Restricted Subsidiary to make, directly or indirectly, any Restricted Payment
unless at the time of, and after giving effect to, such proposed Restricted Payment:
(1) no Default or Event of Default shall have occurred and be continuing or would occur as a consequence of the proposed Restricted Payment;
(2) the Company would, at the time of such Restricted Payment and after giving pro forma effect thereto as if such Restricted Payment had been made at the
beginning of the applicable Latest Full Fiscal Quarter, have been permitted to incur at least $1.00 of additional Indebtedness pursuant to the test set forth in the first
paragraph of the covenant described under the caption “Limitation on Debt and Issuance of Disqualified Stock”; and
(3) such Restricted Payment, together with the aggregate amount of all other Restricted Payments made by the Company and its Restricted Subsidiaries after the
Closing Date (excluding Restricted Payments permitted by clauses (2), (3), (5), (7), (8) and (9) of the next succeeding paragraph), is less than the sum, without duplication,
of
(a) 50% of the Consolidated Net Income of the Company for the period (taken as one accounting period) beginning October 1, 2003 to the end of the
Company’s most recently ended fiscal quarter for which internal financial statements are available at the time of such Restricted Payment (or, if such Consolidated
Net Income for such period is a deficit, less 100% of such deficit), plus
(b) 100% of the aggregate net proceeds, including the fair market value of property other than cash as determined by the Board of Directors in good faith,
received by the Company since the Closing Date (i) from the issue or sale of Equity Interests of the Company (other than Disqualified Stock) (including, without
limitation, in a merger, consolidation, acquisition of property or any other form of transaction involving the issue or sale of Capital Stock (other than Disqualified
Stock)), (ii) from the issue or sale of Disqualified Stock or debt securities of the Company that have been converted into such Equity Interests (other than Equity
Interests (or Disqualified Stock or convertible debt securities) sold to a Restricted Subsidiary of the Company), and (iii) from other capital contributions to the
Company (including, without limitation, through the merger or consolidation of a Person with and into the Company not involving the issuance or delivery of
securities or any other consideration by the Company or any Restricted Subsidiary), plus
(c) the amount equal to the net reduction in Investments (other than Permitted Investments) made by the Company or any of its Restricted Subsidiaries in any
Person after the Closing Date resulting from, and without duplication (i) repurchases or redemptions of such Investments by such Person, proceeds realized upon
the sale of such Investment to an unaffiliated purchaser and repayments of loans or advances or other transfers of assets by such Person to the Company or any
Restricted Subsidiary of the Company or (ii) the redesignation of Unrestricted Subsidiaries as Restricted Subsidiaries (valued in each case as provided in the
definition of “Investment”), not to exceed the amount of Investments previously made by the Company or any of its Restricted Subsidiaries, which amount was
included in the calculation of Restricted Payments; provided, however, that no amount shall be included under this clause (c) to the extent it is already included in
Consolidated Net Income.
The preceding provisions will not prohibit:
(1) the payment of any dividend or the making of any distribution within 60 days after the date of declaration thereof, if at the date of declaration the payment or
distribution complied with the provisions of the Indenture;
74

Table of Contents
Index to Financial Statements
(2) the redemption, repurchase, retirement, defeasance or other acquisition of any subordinated Indebtedness or Capital Stock of the Company or any warrants,
options or other rights to acquire shares of any such Capital Stock either (a) solely in exchange for Equity Interests of the Company other than Disqualified Stock, (b)
through the application of the net proceeds of a substantially concurrent sale for cash (other than to a Restricted Subsidiary of the Company) of Equity Interests of the
Company other than Disqualified Stock or (c) in the case of Disqualified Stock, solely in exchange for, or through the application of the net proceeds of a substantially
concurrent sale for cash (other than to a Restricted Subsidiary of the Company) of, Permitted Refinancing Disqualified Stock; provided, in each case, that the amount of
any such net cash proceeds that are utilized for any such redemption, repurchase, retirement, defeasance or other acquisition shall be excluded from clause (3)(b) of the
preceding paragraph;
(3) the defeasance, redemption, repurchase or other acquisition of subordinated Indebtedness, in exchange for or with the net cash proceeds from, an incurrence of
Permitted Refinancing Indebtedness;
(4) the repurchase, redemption or other acquisition or retirement for value of any Equity Interests of the Company or a Holding Company held by any member of
the Company’s, Holding Company’s, or any of the Company’s Subsidiaries’ management or board of directors or family partnerships, trusts or other entities or investment
vehicles created for the benefit of any of the foregoing; provided that the aggregate price paid for all such repurchased, redeemed, acquired or retired Equity Interests shall
not exceed $2.5 million in any twelve-month period;
(5) payments by the Company to fund the payment by a Holding Company of audit, accounting, legal or other similar expenses, to pay franchise or other similar
taxes and to pay other corporate overhead expenses, including directors’ fees, indemnifications and similar arrangements, so long as such dividends are paid as and when
needed by a Holding Company so long as the aggregate amount of payments pursuant to this clause (5) does not exceed $500,000 in any calendar year;
(6) payments to enable the Company or a Holding Company to make cash payments to holders of its Capital Stock in lieu of issuance of fractional shares of its
Capital Stock so long as the aggregate amount of payments pursuant to this clause (6) does not exceed $100,000 in any calendar year;
(7) repurchases of Capital Stock deemed to occur upon the exercise of stock options or warrants if such Capital Stock represents all or a portion of the exercise
price thereof;
(8) repayment of subordinated Indebtedness (including any early redemption premium) of the Company on the Closing Date;
(9) repurchase, redemption or other acquisition or retirement of Preferred Stock outstanding on the date of the Indenture in an amount not to exceed $15.0 million;
and
(10) Restricted Payments in the amount of $10.0 million,
provided, however, that in each case, no Event of Default shall have occurred or be continuing at the time of such payment or as a result thereof. In determining the aggregate
amount of Restricted Payments made subsequent to the Closing Date, amounts expended pursuant to clauses (1), (4), (6) and (10) shall be included in such calculations.
Notwithstanding anything to the contrary in this “Limitation on Restricted Payments” covenant, the Company will not effect any repurchase, redemption, defeasance,
other acquisition or retirement of the Subordinated Notes other than in exchange for or with the net cash proceeds from an incurrence of Permitted Refinancing Indebtedness.
The amount of all Restricted Payments (other than cash) shall be the fair market value on the date of the Restricted Payment of the asset(s) or securities proposed to be
transferred or issued by the Company or such Restricted Subsidiary, as the case may be, pursuant to the Restricted Payment. The fair market value of any non-cash Restricted
Payment shall be determined in good faith by the Board of Directors whose resolution with
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respect thereto shall be delivered to the Trustee. The Board of Directors’ determination must be based upon an opinion or appraisal issued by an accounting, appraisal or
investment banking firm of national standing if the fair market value exceeds $7.5 million. Not later than the date of making any Restricted Payment, the Company shall deliver
to the Trustee an Officers’ Certificate stating that such Restricted Payment is permitted and setting forth the basis upon which the calculations required by this “Limitation on
Restricted Payments” covenant were computed, together with a copy of any fairness opinion or appraisal required by the Indenture.
The Board of Directors may designate any Restricted Subsidiary to be an Unrestricted Subsidiary in accordance with the terms of the Indenture if such designation would
not cause a Default. For purposes of making such determination, all outstanding Investments by the Company and its Restricted Subsidiaries (except to the extent repaid in cash)
in the Subsidiary so designated will be deemed to be Restricted Payments at the time of such designation and will reduce the amount available for Restricted Payments under
the first paragraph of this covenant. All such outstanding Investments will be deemed to constitute Investments in an amount equal to the fair market value of such Investments
at the time of such designation as determined in good faith by the Board of Directors. Such designation will only be permitted if such Restricted Payment would be permitted at
such time and if such Restricted Subsidiary otherwise meets the definition of an Unrestricted Subsidiary.
Any such designation by the Board of Directors shall be evidenced to the Trustee by filing with the Trustee a certified copy of the resolution of the Board of Directors
giving effect to such designation and an Officers’ Certificate certifying that such designation complied with the foregoing conditions. If, at any time, any Unrestricted
Subsidiary would fail to meet the definition of an Unrestricted Subsidiary, it shall thereafter cease to be an Unrestricted Subsidiary for purposes of the Indenture and any
Indebtedness of such Subsidiary shall be deemed to be incurred by a Restricted Subsidiary of the Company as of such date (and, if such Indebtedness is not permitted to be
incurred as of such date under the covenant described under the caption “Limitation on Debt and Issuance of Disqualified Stock,” the Company shall be in default of such
covenant). The Board of Directors of the Company may at any time designate any Unrestricted Subsidiary to be a Restricted Subsidiary; provided that (1) such designation shall
be deemed to be an incurrence of Indebtedness by a Restricted Subsidiary of the Company of any outstanding Indebtedness of such Unrestricted Subsidiary and such
designation shall only be permitted if such Indebtedness is permitted under the covenant described under the caption “Limitation on Debt and Issuance of Disqualified Stock,”
calculated on a pro forma basis as if such designation had occurred at the beginning of the relevant Latest Full Fiscal Quarter and, to the extent such Indebtedness is secured by a
Lien, such Lien is permitted under the “Limitation on Liens” covenant, (2) all outstanding Investments owned by such Unrestricted Subsidiary will be deemed to be made as of
the time of such designation and such designation shall only be permitted if such Investments would be permitted under the “Limitation on Restricted Payments” covenant, and
(3) no Default or Event of Default would be in existence immediately following such designation.
Limitation on Liens. The Company will not, and will not permit any Restricted Subsidiary to, directly or indirectly, create, incur, assume or suffer to exist any Lien
securing Indebtedness on any asset now owned or hereafter acquired, or any income or profits therefrom or assign or convey any right to receive income therefrom, except
Permitted Liens, unless contemporaneously therewith effective provision is made, in the case of the Company, to secure the Notes and all other amounts due under the
Indenture, and in the case of a Restricted Subsidiary which is a Guarantor, to secure such Restricted Subsidiary’s Note Guarantee and all other amounts due under the Indenture,
equally and ratably with such Indebtedness (or, in the event that such Indebtedness is subordinated in right of payment to the Notes or such Subsidiary’s Note Guarantee, prior
to such Indebtedness) with a Lien on the same properties and assets securing such Indebtedness for so long as such Indebtedness is secured by such Lien.
Limitation on Asset Sales. The Company will not, and will not permit any Restricted Subsidiary to, directly or indirectly, consummate any Asset Sale unless:
(1) the Company or such Restricted Subsidiary receives consideration at the time of the Asset Sale at least equal to the fair market value of the assets or Equity
Interests issued or sold or otherwise disposed of;
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(2) the fair market value is determined in good faith by the management of the Company or, if such Asset Sale involves consideration in excess of $5 million, by the
Board of Directors as evidenced by a board resolution; and
(3) at least 75% of the consideration paid to the Company or such Restricted Subsidiary in connection with such Asset Sale is in the form of Qualified
Consideration.
Within 365 days after the receipt of any Net Proceeds from an Asset Sale, the Company or such Restricted Subsidiary may apply such Net Proceeds, at its option:
(1) to repay Senior Debt of the Company or any Guarantor, or any Indebtedness of any Restricted Subsidiary that is not a Guarantor (and, in the case of revolving
credit Indebtedness, to reduce commitments with respect thereto); or
(2) to the acquisition of a majority of the assets of a Permitted Business, or a majority of the Voting Stock of a Person engaged in a Permitted Business (provided
that such Person will become on the date of acquisition thereof a Restricted Subsidiary), the making of a capital expenditure or the acquisition of other long-term assets
(including, without limitation, security monitoring accounts or agreements) that are used or useful in a Permitted Business.
Pending application of Net Proceeds pursuant to this covenant, the Company may temporarily reduce revolving credit borrowings or otherwise invest such Net Proceeds in any
manner that is not prohibited by the Indenture.
Any Net Proceeds from Asset Sales that are not applied or invested as provided in the preceding paragraph will be deemed to constitute “Excess Proceeds.” When the
aggregate amount of Excess Proceeds exceeds $10.0 million, the Company will be required to make an offer to all holders of Notes and other Indebtedness ranking on a parity
with the Notes containing provisions similar to those set forth in the Indenture with respect to offers to purchase with the proceeds of sales of assets (an “Asset Sale Offer”) to
purchase the maximum principal amount of Notes and other Indebtedness ranking on a parity with the Notes, pro rata, that may be purchased out of the Excess Proceeds at an
offer price in cash in an amount equal to 100% of the principal amount thereof (or the accreted value of such Indebtedness, if such other Indebtedness is issued at a discount),
plus accrued and unpaid interest, if any, thereon to the date of purchase, in accordance with the procedures set forth in the Indenture. To the extent that any Excess Proceeds
remain after consummation of an Asset Sale Offer, the Company may use such Excess Proceeds for any purpose not otherwise prohibited by the Indenture. If the aggregate
principal amount of Notes and other Indebtedness ranking on a parity with the Notes tendered into such Asset Sale Offer exceeds the amount of Excess Proceeds, the Trustee
shall select the Notes and other Indebtedness ranking on a parity with the Notes to be purchased on a pro rata basis. Upon completion of such offer to purchase, the amount of
Excess Proceeds shall be reset at zero.
The Company will comply, to the extent applicable, with the requirements of Section 14(e) of the Exchange Act and any other securities laws or regulations in connection
with the repurchase of Notes pursuant to the covenant described hereunder. To the extent that the provisions of any securities laws or regulations conflict with provisions of the
covenant described hereunder, the Company will comply with the applicable securities laws and regulations and will not be deemed to have breached its obligations under the
covenant described in this section.
Limitation on Restrictions on Distributions from Restricted Subsidiaries. The Company will not, and will not permit any Restricted Subsidiary to, directly or indirectly,
create or otherwise cause or suffer to exist or become effective any encumbrance or restriction on the right of any Restricted Subsidiary to:
(1) pay dividends or make any other distributions on its Capital Stock to the Company or any of its Restricted Subsidiaries or pay any indebtedness owed to the
Company or its Restricted Subsidiaries;
(2) make loans or advances to the Company or any of its Restricted Subsidiaries; or
(3) transfer any of its properties or assets to the Company or any of its Restricted Subsidiaries.
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The foregoing limitations will not apply to encumbrances or restrictions existing under or by reason of:
(1) Existing Indebtedness as in effect on the date of the Indenture;
(2) agreements existing on the date of the Indenture, and any amendments, modifications, restatements, renewals, extensions, supplements, refundings, replacements
or refinancings thereof, provided that such amendments, modifications, restatements, renewals, extensions, supplements, refundings, replacements or refinancings are no
more restrictive, taken as a whole, with respect to dividend and other payment restrictions than those contained in agreements as in effect on the date of the Indenture, as
determined in good faith by the Board of Directors;
(3) the Indenture and the Notes;
(4) applicable law;
(5) any instrument governing Indebtedness or Capital Stock of a Person acquired by the Company or any of its Restricted Subsidiaries as in effect at the time of
such acquisition (except to the extent such Indebtedness or Capital Stock was incurred in connection with or in contemplation of such acquisition), which encumbrance or
restriction is not applicable to any Person, or the properties or assets of any Person, other than the Person, or the property or assets of the Person, so acquired, provided
that, in the case of Indebtedness, such Indebtedness was permitted by the terms of the Indenture to be incurred;
(6) customary non-assignment provisions in leases, licenses and other agreements entered into in the ordinary course of business;
(7) purchase money obligations for property acquired in the ordinary course of business that impose restrictions of the nature described in clause (3) of the preceding
paragraph on the property so acquired;
(8) any agreement for the sale of a Restricted Subsidiary (whether by stock sale, asset sale, merger, consolidation or otherwise) that restricts distributions by such
Restricted Subsidiary pending its sale;
(9) Permitted Refinancing Indebtedness, provided that the restrictions contained in the agreements governing such Permitted Refinancing Indebtedness are no more
restrictive, taken as a whole (as determined in good faith by the Board of Directors), than those contained in the agreements governing the Indebtedness being refinanced;
(10) secured Indebtedness otherwise permitted to be incurred pursuant to the provisions of the covenant described under the caption “Limitation on Liens” that
limits the right of the debtor to dispose of the assets securing such Indebtedness;
(11) customary provisions with respect to the disposition or distribution of assets or property in joint venture agreements and other similar agreements entered into in
the ordinary course of business;
(12) restrictions on cash or other deposits or net worth imposed by customers under contracts entered into in the ordinary course of business;
(13) restrictions relating to Preferred Stock of any Guarantor that require that due and payable dividends thereon be paid in full prior to dividends on such
Guarantor’s common stock; or
(14) restrictions on the assets of any Guarantor imposed by any agreement or charter provision evidencing Indebtedness or Capital Stock of such Guarantor that is
otherwise permitted under the Indenture; provided, however, that the provisions relating to such encumbrance or restriction contained in such agreement or charter
provision are not less favorable to the Company in any material respect as determined in good faith by the Board of Directors of the Company than the provisions relating
to such encumbrance or restriction contained in the Indenture.
Limitation on Transactions with Affiliates. The Company will not, and will not permit any Restricted Subsidiary to, directly or indirectly, make any payment to, or sell,
lease, transfer or otherwise dispose of any of its properties or assets to, or purchase any property or assets from, or enter into or make or amend, renew or
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extend any transaction, contract, agreement, understanding, loan, advance or guarantee with, or for the benefit of, any Affiliate (each of the foregoing, an “Affiliate
Transaction”), unless:
(1) such Affiliate Transaction is on terms that are no less favorable to the Company or such Restricted Subsidiary than those that might reasonably have been
obtained in a comparable arm’s-length transaction by the Company or such Restricted Subsidiary with an unrelated Person;
(2) if such Affiliate Transaction or series of related Affiliate Transactions involves aggregate consideration in excess of $5.0 million, either (x) the Board of
Directors (including a majority of the disinterested members of the Board of Directors) approves such Affiliate Transaction and, in its good faith judgment, believes that
such Affiliate Transaction complies with clause (1) of this paragraph as evidenced by a resolution of the Board of Directors promptly delivered to the Trustee or (y) if there
are no disinterested members of the Board of Directors, the Company complies with the fairness opinion requirement of clause (3) of this paragraph with respect to such
Affiliate Transaction; and
(3) if such Affiliate Transaction or series of related Affiliate Transactions involves aggregate consideration in excess of $10.0 million, the Company delivers to the
Trustee an opinion as to the fairness to the Company or such Restricted Subsidiary of such Affiliate Transaction from a financial point of view issued by an accounting,
appraisal or investment banking firm of national standing.
The following items shall not be deemed to be Affiliate Transactions and, therefore, will not be subject to the provisions of the prior paragraph:
(1) any employment agreement, employee benefit plan or stock option plan entered into by the Company or any of its Restricted Subsidiaries or the issuance of
securities or other payments, awards or grants in cash, securities or otherwise pursuant thereto in the ordinary course of business that has been approved by a majority of
the disinterested members of the Board of Directors;
(2) transactions between or among the Company and its Restricted Subsidiaries;
(3) Restricted Payments that are permitted by the provisions of the Indenture described above under the caption “Limitation on Restricted Payments”;
(4) reasonable and customary directors’ fees, indemnification and similar arrangements and payments thereunder by the Company or any of its Restricted
Subsidiaries;
(5) loans or advances to employees of the Company or any of its Restricted Subsidiaries in the ordinary course of business, provided that the aggregate amount of
all such loans and advances at any time outstanding shall not exceed $2.0 million;
(6) any agreement as in effect as of the date of the Indenture or any amendment thereto (so long as any such amendment, taken as a whole, is not disadvantageous to
the holders of the Notes in any material respect) or any transaction contemplated thereby;
(7) the issuance of Capital Stock or other Equity Interests of the Company (other than Disqualified Stock) or the making of other capital contributions to the
Company; and
(8) payment of $2.0 million to James R. Hull and the payment of $2.7 million to ABRY Partners LLC.
Limitation on Issuances and Sales of Equity Interests in Restricted Subsidiaries. The Company will not transfer, convey, sell, lease or otherwise dispose of, and will not
permit any of its Restricted Subsidiaries to issue, transfer, convey, sell, lease or otherwise dispose of any Equity Interests in any Restricted Subsidiary of the Company (other
than the issuance of directors’ qualifying shares or an immaterial number of shares required by applicable law to be held by a Person other than the Company or a Restricted
Subsidiary and excluding any pledge of Equity Interests of any Restricted Subsidiary) to any Person (other than the Company or a Wholly Owned Restricted Subsidiary of the
Company), except:
(1) if, immediately after giving effect to such issuance, transfer, conveyance, sale, lease or other disposition, such Restricted Subsidiary would no longer constitute a
Restricted Subsidiary and any
79

Table of Contents
Index to Financial Statements
Investment in such Person remaining after giving effect to such issuance or sale would have been permitted to be made under the “Limitation on Restricted Payments”
covenant if made on the date of such issuance or sale;
(2) sales of Common Stock of a Restricted Subsidiary by the Company or a Restricted Subsidiary, provided that the Company or such Restricted Subsidiary
complies with the “Limitation on Asset Sale” covenant; or
(3) sales of Disqualified Stock or Preferred Stock of a Guarantor by the Company or a Guarantor that are otherwise permitted under the “Limitation on Debt and
Issuance of Disqualified Stock” covenant, provided that the Company or such Guarantor complies with the “Limitation on Asset Sale” covenant.
Additional Note Guarantees. If (1) the Company or any of its Domestic Restricted Subsidiaries shall acquire or create another Domestic Restricted Subsidiary or (2) an
Unrestricted Subsidiary of the Company is redesignated as a Restricted Subsidiary or otherwise ceases to be an Unrestricted Subsidiary and thereafter is a Domestic Restricted
Subsidiary, then such newly acquired, created or redesignated Domestic Restricted Subsidiary shall execute a supplemental Indenture becoming a Guarantor in accordance with
the terms of the Indenture.
In addition, the Company will not permit any of its Restricted Subsidiaries, directly or indirectly, to Guarantee or pledge any assets to secure the payment of any other
Indebtedness of the Company or any Guarantor unless such Restricted Subsidiary is a Guarantor or simultaneously executes and delivers a supplemental indenture providing for
the Guarantee of the payment of the Notes by such Restricted Subsidiary, which Guarantee shall be senior to or pari passu with such Subsidiary’s Guarantee of or pledge to
secure such other Indebtedness unless such other Indebtedness is Senior Debt, in which case the Guarantee of the Notes may be subordinated to the Guarantee of such Senior
Debt to the same extent as the Notes are subordinated to such Senior Debt.
A Guarantor may not sell or otherwise dispose of all or substantially all of its assets to, or consolidate with or merge with or into (whether or not such Guarantor is the
surviving Person), another Person, other than the Company or another Guarantor, unless:
(1) immediately after giving effect to that transaction, no Default or Event of Default exists; and
(2) either:
(a) the Person acquiring the property in any such sale or disposition or the Person formed by or surviving any such consolidation or merger (if other than the
Guarantor) is a corporation, partnership, limited liability company or business trust organized or existing under the laws of the United States, any state thereof or the
District of Columbia and assumes all the obligations of that Guarantor under the Indenture, its Note Guarantee and the registration rights agreement pursuant to a
supplemental indenture satisfactory to the Trustee; or
(b) such sale or other disposition complies with the “Limitation on Asset Sale” covenant of the Indenture, including the application of the Net Proceeds
therefrom.
The Note Guarantee of a Guarantor will be released:
(1) in connection with any sale of all of the Capital Stock of a Guarantor to a Person that is not (either before or after giving effect to such transaction) the Company
or a Restricted Subsidiary of the Company, if the sale of all such Capital Stock of that Guarantor complies with the “Limitation on Asset Sales” covenant of the Indenture;
or
(2) if the Company properly designates any Restricted Subsidiary that is a Guarantor as an Unrestricted Subsidiary.
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No Senior Subordinated Debt. The Company will not incur, create, issue, assume, guarantee or otherwise become liable for any Indebtedness that is subordinate or junior
in right of payment to any Senior Debt of the Company and senior in any respect in right of payment to the Notes. No Guarantor will incur, create, issue, assume, guarantee or
otherwise become liable for any Indebtedness that is subordinate or junior in right of payment to any Senior Debt of such Guarantor and senior in any respect in right of
payment to such Guarantor’s Note Guarantee. No Indebtedness of the Company or any Guarantor shall be deemed to be subordinated in right of payment to any other
Indebtedness of the Company or such Guarantor solely by virtue of being unsecured.
Business Activities. The Company will not, and will not permit any Restricted Subsidiary to, engage in any business other than Permitted Businesses, except to such
extent as would not be material to the Company and its Restricted Subsidiaries taken as a whole.
Payments for Consent. Neither the Company nor any of its Restricted Subsidiaries will, directly or indirectly, pay or cause to be paid any consideration, whether by way
of interest, fee or otherwise, to any holder of any Notes for or as an inducement to any consent, waiver or amendment of any of the terms or provisions of the Indenture or the
Notes unless such consideration is offered to be paid or is paid to all holders of the Notes that consent, waive or agree to amend in the time frame set forth in the solicitation
documents relating to such consent, waiver or agreement.
Merger, Consolidation and Sale of Assets
The Company will not consolidate or merge with or into (whether or not the Company is the surviving corporation), or sell, assign, transfer, lease, convey or otherwise
dispose of all or substantially all of its properties or assets in one or more related transactions, to another Person unless:
(1) the Company is the surviving corporation or the Person formed by or surviving any such consolidation or merger (if other than the Company) or to which such
sale, assignment, transfer, lease, conveyance or other disposition shall have been made is a corporation, partnership, limited liability company or business trust organized or
existing under the laws of the United States, any state thereof or the District of Columbia;
(2) the Person formed by or surviving any such consolidation or merger (if other than the Company) or the Person to which such sale, assignment, transfer, lease,
conveyance or other disposition shall have been made assumes all the obligations of the Company under the Notes and the Indenture pursuant to a supplemental indenture
in a form reasonably satisfactory to the Trustee;
(3) immediately after such transaction no Default or Event of Default exists; and
(4) except in the case of a merger of the Company with or into a Wholly Owned Restricted Subsidiary of the Company, immediately after giving effect to such
transaction on a pro forma basis, the Company or the Person formed by or surviving any such consolidation or merger (if other than the Company), or to which such sale,
assignment, transfer, lease, conveyance or other disposition shall have been made:
(a) will have Consolidated Net Worth immediately after the transaction equal to or greater than the Consolidated Net Worth of the Company immediately
preceding the transaction; and
(b) will, on the date of such transaction after giving pro forma effect thereto and any related financing transactions as if such transaction had occurred at the
beginning of the applicable Latest Full Fiscal Quarter, be permitted to incur at least $1.00 of additional Indebtedness under clause (1) of the first paragraph of the
“Limitation on Debt and Issuance of Disqualified Stock” covenant,
provided, however, that clause (4) above shall not apply if the principal purpose of such transaction is to change the state of incorporation of the Company and any such
transaction shall not have as one of its purposes the evasion of the foregoing limitations.
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Securities and Exchange Commission Reports
Whether or not required by the Securities and Exchange Commission, so long as any Notes are outstanding, the Company will furnish to the Holders of Notes, within the
time periods specified in the Securities and Exchange Commission’s rules and regulations:
(1) all quarterly and annual financial information that would be required to be contained in a filing with the Securities and Exchange Commission on Forms 10-Q
and 10-K if the Company were required to file such Forms, including a “Management’s Discussion and Analysis of Financial Condition and Results of Operations” and,
with respect to the annual information only, a report on the annual financial statements by the Company’s certified independent accountants; and
(2) all current reports that would be required to be filed with the Securities and Exchange Commission on Form 8-K if the Company were required to file such
reports.
In addition, whether or not required by the Securities and Exchange Commission, the Company will file a copy of all of the information and reports referred to in clauses
(1) and (2) above with the Securities and Exchange Commission for public availability within the time periods specified in the Securities and Exchange Commission’s rules and
regulations (unless the Securities and Exchange Commission will not accept such a filing). In addition, the Company and the Guarantors have agreed that, for so long as any
Notes remain outstanding, they will furnish to the Holders, upon their request, the information required to be delivered pursuant to Rule 144A(d)(4) under the Securities Act.
If the Company has designated any of its Subsidiaries as Unrestricted Subsidiaries, then the quarterly and annual financial information required by the preceding
paragraph shall include a reasonably detailed presentation, either on the face of the financial statements or in the footnotes thereto, and in “Management’s Discussion and
Analysis of Financial Condition and Results of Operations,” of the financial condition and results of operations of the Company and its Restricted Subsidiaries separate from the
financial condition and results of operations of the Unrestricted Subsidiaries of the Company.
Events of Default
Each of the following constitutes an Event of Default under the Indenture:
(1) default for 30 days in the payment when due of interest on the Notes (whether or not prohibited by the subordination provisions of the Indenture);
(2) default in payment when due of the principal of, or premium, if any, on the Notes (whether or not prohibited by the subordination provisions of the Indenture);
(3) failure by the Company or any of its Restricted Subsidiaries to comply with the provisions described under the captions “—Repurchase at the Option of Holders
Upon a Change of Control,” “Limitation on Asset Sales” (whether or not prohibited by the subordination provisions of the Indenture) or “Merger, Consolidation and Sale
of Assets”;
(4) failure by the Company or any of its Restricted Subsidiaries to comply with any of its other agreements in the Indenture or the Notes, which default continues for
a period of 30 days after the Company receives written notice thereof specifying the default from the Trustee or holders of at least 25% in aggregate principal amount of
outstanding Notes;
(5) default under any mortgage, indenture or instrument under which there may be issued or by which there may be secured or evidenced any Indebtedness for
money borrowed by the Company or any of its Restricted Subsidiaries (or the payment of which is guaranteed by the Company or any of its Restricted Subsidiaries)
whether such Indebtedness or guarantee now exists, or is created after the date of the Indenture, if that default:
(a) is caused by a failure to pay at the stated maturity the principal of, or interest or premium, if any, on such Indebtedness (a “Payment Default”); or
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(b) results in the acceleration of such Indebtedness prior to its stated maturity,
and, in each case, the principal amount of any such Indebtedness, together with the aggregate principal amount of any other such Indebtedness under which there has been a
Payment Default or the maturity of which has been so accelerated, aggregates $10.0 million or more;
(6) failure by the Company or any of its Significant Subsidiaries to pay final, non-appealable judgments aggregating in excess of $10.0 million (which are not
covered by insurance as to which the insurer has not disclaimed coverage) that remain undischarged for a period (during which execution shall not be effectively stayed) of
60 days;
(7) default by any Guarantor that is a Significant Subsidiary or by a group of Guarantors that, taken together, would be a Significant Subsidiary in the performance
of any covenant set forth in its or their Note Guarantee(s), written repudiation by any Guarantor that is a Significant Subsidiary of its obligations under its Note Guarantee
or by a group of Guarantors that, taken together, would be a Significant Subsidiary of their Note Guarantees, or the judicial determination that any Note Guarantee is
unenforceable against a Guarantor that is a Significant Subsidiary or against a group of Guarantors that, taken together, would constitute a Significant Subsidiary; and
(8) certain events of bankruptcy or insolvency with respect to the Company, any Significant Subsidiary or any Group of Restricted Subsidiaries that, taken together,
would constitute a Significant Subsidiary.
If any Event of Default occurs and is continuing, the Trustee or the holders of at least 25% in principal amount of the then outstanding Notes may declare all the Notes to
be due and payable immediately by notice in writing to the Company and the Trustee specifying the respective Event of Default and that it is a “notice of acceleration.” In the
event of a declaration of acceleration of the Notes because an Event of Default described in clause (5) above has occurred and is continuing, the declaration of acceleration of
the Notes shall be automatically annulled if the event of default or payment default triggering such Event of Default pursuant to clause (5) shall be remedied or cured by the
Company or a Restricted Subsidiary of the Company or waived by the holders of the relevant Indebtedness within 20 days after the declaration of acceleration of the Notes with
respect thereto and if (A) the annulment of the acceleration of the Notes would not conflict with any judgment or decree of a court of competent jurisdiction and (B) all existing
Events of Default, except nonpayment of principal, premium or interest on the Notes that became due solely because of the acceleration of the Notes, have been cured or
waived. Notwithstanding the foregoing, in the case of an Event of Default arising from certain events of bankruptcy or insolvency, with respect to the Company, any Significant
Subsidiary or any group of Restricted Subsidiaries that, taken together, would constitute a Significant Subsidiary, all outstanding Notes will become due and payable without
further action or notice. Holders of the Notes may not enforce the Indenture or the Notes except as provided in the Indenture. Subject to certain limitations, holders of a majority
in principal amount of the then outstanding Notes may direct the Trustee in its exercise of any trust or power. The Trustee may withhold from holders of the Notes notice of any
continuing Default or Event of Default (except a Default or Event of Default relating to the payment of principal, premium, if any, or interest) if it determines that withholding
notice is in their interest.
At any time after a declaration of acceleration with respect to the Notes as described in the preceding paragraph, the holders of a majority in principal amount of the
Notes then outstanding (by notice to the Trustee) may rescind and cancel such declaration and its consequences if:
(1) the rescission would not conflict with any judgment or decree of a court of competent jurisdiction;
(2) all existing Defaults and Events of Default have been cured or waived except nonpayment of principal of or interest on the Notes that has become due solely by
such declaration of acceleration;
(3) to the extent the payment of such interest is lawful, interest (at the same rate specified in the Notes) on overdue installments of interest and overdue payments of
principal, premium, if any, and interest which has become due otherwise than by such declaration of acceleration, has been paid;
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(4) the Company has paid the Trustee its reasonable compensation and reimbursed the Trustee for its reasonable expenses, disbursements and advances; and
(5) in the event of the cure or waiver of a Default or Event of Default of the type described in clause (8) of the first paragraph under this caption, the Trustee has
received an Officers’ Certificate and opinion of counsel that such Default or Event of Default has been cured or waived.
The holders of a majority in aggregate principal amount of the Notes then outstanding by notice to the Trustee may on behalf of the holders of all of the Notes waive any
existing Default or Event of Default and its consequences under the Indenture except a continuing Default or Event of Default in the payment of principal of or interest on the
Notes.
The Company is required to deliver to the Trustee annually a statement regarding compliance with the Indenture, and the Company is required upon becoming aware of
any Default or Event of Default, to deliver to the Trustee a statement specifying such Default or Event of Default.
Amendments and Waivers
Subject to exceptions, the Indenture may be amended with the consent of the registered holders of a majority in aggregate principal amount of the Notes then outstanding
(including consents obtained in connection with a purchase of, or tender offer or exchange offer for, the Notes) and any past default or compliance with any provisions may also
be waived (except a default in the payment of principal, premium or interest and certain covenants and provisions of the Indenture which cannot be amended without the consent
of each holder of an outstanding Note) with the consent of the registered holders of at least a majority in aggregate principal amount of the Notes then outstanding (including
consents obtained in connection with a purchase of, or tender offer or exchange offer for, the Notes). However, without the consent of each holder affected thereby, no
amendment may, among other things:
(1) reduce the amount of Notes whose holders must consent to an amendment, supplement or waiver;
(2) reduce the principal of or change the fixed maturity of any Note or change the date on which any Notes may be subject to redemption or repurchase, reduce the
redemption or repurchase price of the Notes, or waive any payment with respect to the redemption of the Notes (except as would otherwise be permitted under clause (9)
hereof);
(3) reduce the rate of or change the time for payment of interest on any Note;
(4) waive a Default or Event of Default in the payment of principal of, or premium or interest on, the Notes (except a rescission of acceleration of the Notes by the
holders of at least a majority in aggregate principal amount of the Notes and a waiver of the payment default that resulted from such acceleration);
(5) make any Note payable in money other than U.S. dollars;
(6) make any change in the provisions of the Indenture relating to waivers of past Defaults or the rights of holders of Notes to receive payments of principal of, or
premium or interest on, the Notes;
(7) release any Guarantor from any of its obligations under its Note Guarantee or the Indenture, except in accordance with the terms of the Indenture;
(8) impair the right to institute suit for the enforcement of any payment on or with respect to the Notes or the Note Guarantees;
(9) after the Company’s obligation to purchase the Notes arises under the Indenture, amend, change or modify the obligation of the Company to make and
consummate an Asset Sale Offer with respect to any Asset Sale in accordance with the “Limitation on Asset Sales” covenant or the obligation of the Company to make and
consummate a Change of Control Offer in the event of a Change of Control in accordance with the “Repurchase at the Option of Holders Upon a Change of Control”
covenant, including, in each case, amending, changing or modifying any definition relating thereto;
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(10) amend or modify any of the provisions of the Indenture or the related definitions affecting the subordination or ranking of the Notes or any Note Guarantee in
any manner adverse to the holders of the Notes or any Note Guarantee; or
(11) make any change in the foregoing amendment and waiver provisions.
Without the consent of any holder of the Notes, the Company and the Trustee may amend the Indenture to:
•

cure any ambiguity, omission, defect or inconsistency;

•

provide for uncertificated Notes in addition to or in place of certificated Notes;

•

provide for the assumption of the Company’s obligations to holders of Notes in the case of a merger or consolidation or sale of all or substantially all of the
Company’s assets;

•

make any change that would provide any additional rights or benefits to the holders of Notes or that does not adversely affect the legal rights under the Indenture of
any such holder in any material respect;

•

comply with requirements of the Securities and Exchange Commission in order to effect or maintain the qualification of the Indenture under the Trust Indenture Act;
or

•

reflect the release of any Guarantor from its Note Guarantee or add any Guarantor pursuant to and in the manner provided by the Indenture.

Defeasance
The Company may, at its option and at any time, elect to have all of its obligations discharged with respect to the outstanding Notes and all obligations of the Guarantors
discharged with respect to their Note Guarantees (“Legal Defeasance”) except for:
(1) the rights of holders of outstanding Notes to receive payments in respect of the principal of, or interest or premium on such Notes when such payments are due
from the trust referred to below;
(2) the Company’s obligations with respect to the Notes concerning issuing temporary Notes, registration of Notes, mutilated, destroyed, lost or stolen Notes and
the maintenance of an office or agency for payment and money for security payments held in trust;
(3) the rights, powers, trusts, duties and immunities of the Trustee, and the Company’s and the Guarantor’s obligations in connection therewith; and
(4) the Legal Defeasance provisions of the Indenture.
In addition, the Company may, at its option and at any time, elect to have the obligations of the Company and the Guarantors released with respect to certain covenants
that are described in the Indenture (“Covenant Defeasance”) and thereafter any omission to comply with those covenants will not constitute a Default or Event of Default with
respect to the Notes. In the event Covenant Defeasance occurs, certain events (not including non-payment, bankruptcy, receivership, rehabilitation and insolvency events)
described under “Events of Default” will no longer constitute an Event of Default with respect to the Notes.
In order to exercise either Legal Defeasance or Covenant Defeasance:
(1) the Company must irrevocably deposit with the Trustee, in trust, for the benefit of the holders of the Notes, cash in U.S. dollars, non-callable U.S. Government
Obligations, or a combination of cash in U.S. dollars and non-callable U.S. Government Obligations, in amounts as will be sufficient, in the opinion of a nationally
recognized firm of independent public accountants, to pay the principal of, or interest and premium, if any, on the outstanding Notes on the stated maturity or on the
applicable redemption date, as the case may be, and the Company must specify whether the Notes are being defeased to maturity or to a particular redemption date;
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(2) in the case of Legal Defeasance, the Company has delivered to the Trustee an opinion of counsel in the United States reasonably acceptable to the Trustee
confirming that (a) the Company has received from, or there has been published by, the Internal Revenue Service a ruling or (b) since the date of the Indenture, there has
been a change in the applicable federal income tax law, in either case to the effect that, and based thereon such opinion of counsel will confirm that, the holders of the
outstanding Notes will not recognize income, gain or loss for federal income tax purposes as a result of such Legal Defeasance and will be subject to federal income tax on
the same amounts, in the same manner and at the same times as would have been the case if such Legal Defeasance had not occurred;
(3) in the case of Covenant Defeasance, the Company has delivered to the Trustee an opinion of counsel in the United States reasonably acceptable to the Trustee
confirming that the holders of the outstanding Notes will not recognize income, gain or loss for federal income tax purposes as a result of such Covenant Defeasance and
will be subject to federal income tax on the same amounts, in the same manner at the same times as would have been the case if such Covenant Defeasance had not
occurred;
(4) no Default or Event of Default has occurred and is continuing on the date of such deposit (other than a Default or Event of Default resulting from the borrowing
of funds to be applied to such deposit) or insofar as Events of Default from bankruptcy or insolvency events are concerned, at any time in the period ending on the 123rd
day after the date of deposit;
(5) such Legal Defeasance or Covenant Defeasance will not result in a breach or violation of, or constitute a default under any material agreement or instrument
(other than the Indenture) to which the Company or any of its Subsidiaries is a party or by which the Company or any of its Subsidiaries is bound;
(6) the Company must deliver to the Trustee an Officers’ Certificate stating that the deposit was not made by the Company with the intent of preferring the Holders
of Notes over the other creditors of the Company with the intent of defeating, hindering, delaying or defrauding creditors of the Company or others;
(7) if the Notes are to be redeemed prior to their stated maturity, the Company must deliver to the Trustee irrevocable instructions to redeem all of the Notes on the
specified redemption date; and
(8) the Company must deliver to the Trustee an Officers’ Certificate and an opinion of counsel, each stating that all conditions precedent relating to the Legal
Defeasance or the Covenant Defeasance have been complied with.
An opinion of counsel required by clauses (2) and (3) above need not be delivered if all Notes not previously delivered to the Trustee for cancellation:
•

have become due and payable;

•

will become due and payable on the maturity date within one year; or

•

are to be called for redemption within one year under arrangements satisfactory to the Trustee for the giving of notice of redemption by the Trustee in the name, and at
the expense, of the Company.

Governing Law
The Indenture and the Notes are governed by the laws of the State of New York.
The Trustee
The Bank of New York Trust Company of Florida, N.A. is the Trustee under the Indenture.
Except during the continuance of an Event of Default, the Trustee will perform only such duties as are specifically set forth in the Indenture. During the existence of an
Event of Default, the Trustee will exercise such of the rights and powers vested in it under the Indenture and use the same degree of care and skill in its exercise as a prudent
person would exercise under the circumstances in the conduct of such person’s own affairs.
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No Personal Liability of Directors, Officers, Employees, Incorporators and Shareholders
No director, officer, employee, incorporator or shareholder of the Company, as such, shall have any liability for any obligations of the Company under the Notes or the
Indenture or for any claim based on, in respect of, or by reason of, such obligations or their creation. Each holder of Notes by accepting a Note waives and releases all such
liability. The waiver and release are part of the consideration for issuance of the Notes.
Definitions
Set forth below is a summary of the defined terms used in the Description of Notes above. Reference is made to the Indenture for the full definition of all such terms as
well as any other capitalized terms used herein for which no definition is provided.
“Acquired Debt” means, with respect to any specified Person:
(1) Indebtedness of any other Person existing at the time such other Person is merged with or into or became a Restricted Subsidiary of such specified Person,
including, without limitation, Indebtedness incurred in connection with, or in contemplation of, such other Person merging with or into or becoming a Restricted
Subsidiary of such specified Person; and
(2) Indebtedness secured by a Lien encumbering any asset acquired by such specified Person.
“Affiliate” of any specified Person means any other Person directly or indirectly controlling or controlled by or under direct or indirect common control with such
specified Person. For purposes of this definition, “control” (including, with correlative meanings, the terms “controlling,” “controlled by” and “under common control with”), as
used with respect to any Person, shall mean the possession, directly or indirectly, of the power to direct or cause the direction of the management or policies of such Person,
whether through the ownership of voting securities, by agreement or otherwise; provided that beneficial ownership of 10% or more of the Voting Stock of a Person shall be
deemed to be control.
“Asset Sale” means:
(1) the sale, lease, conveyance or other disposition of any assets or rights (including, without limitation, by way of a sale and leaseback and excluding any pledge
of, or the creation, incurrence, assumption or sufferance to exist of any other Lien on assets by the Company or any of its Restricted Subsidiaries), other than sales of
inventory in the ordinary course of business, and
(2) the issue or sale by the Company or any of its Subsidiaries of Equity Interests in any of the Company’s Restricted Subsidiaries (excluding directors’ qualifying
shares or an immaterial number of shares required by applicable law to be held by a Person other than the Company or a Restricted Subsidiary and excluding any pledge
of Equity Interests of the Company or any of its Restricted Subsidiaries),
in the case of either clause (1) or (2), whether in a single transaction or a series of related transactions that have a fair market value in excess of $3.0 million.
Notwithstanding the foregoing, the following items shall not be deemed to be Asset Sales:
(1) a transfer of assets by the Company to a Restricted Subsidiary or by a Restricted Subsidiary to the Company or to another Restricted Subsidiary;
(2) an issuance of Equity Interests by a Restricted Subsidiary to the Company or to a Wholly Owned Restricted Subsidiary of the Company;
(3) the sale of excess or obsolete assets, in the ordinary course of business;
(4) a Restricted Payment that is permitted by the covenant described above under the caption “Restricted Payments”;
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(5) transactions covered by the “Merger, Consolidation or Sale of Assets” covenant;
(6) any transaction that constitutes a Change of Control;
(7) dispositions or foreclosure in connection with Permitted Liens; and
(8) the licensing or sublicensing of intellectual property or other general intangibles and licenses, leases or subleases of other property in the ordinary course of
business and which do not materially interfere with the business of the Company and its Restricted Subsidiaries.
“Board of Directors” means the board of directors of the Company or a Holding Company, as applicable, or any duly authorized and constituted committee thereof.
“Capital Lease Obligation” means, at the time any determination thereof is to be made, the amount of the liability in respect of a capital lease that would at such time be
required to be capitalized on a balance sheet in accordance with GAAP.
“Capital Stock” means (1) in the case of a corporation, capital stock, (2) in the case of an association or business entity, any and all shares, interests, participations, rights
or other equivalents (however designated) of capital stock, (3) in the case of a partnership or limited liability company, partnership or membership interests (whether general or
limited) and (4) any other interest or participation that confers on a Person the right to receive a share of the profits and losses of, or distributions of assets of, the issuing Person.
“Cash Equivalents” means:
(1) United States dollars;
(2) securities issued or directly and fully guaranteed or insured by the United States government or any agency or instrumentality thereof (provided that the full faith
and credit of the United States is pledged in support thereof) having maturities of not more than one year from the date of acquisition, unless such securities are deposited
by the Company to defease any Indebtedness;
(3) certificates of deposit and eurodollar time deposits with maturities of one year or less from the date of acquisition, bankers’ acceptances with maturities not
exceeding one year and overnight bank deposits, in each case with any domestic commercial bank having capital and surplus in excess of $250 million and outstanding
debt which is rated “A” (or such similar equivalent rating) or higher by at least one nationally recognized statistical rating organization (as defined in Rule 436 under the
Securities Act);
(4) repurchase obligations with a term of not more than seven days for underlying securities of the types described in clauses (2) and (3) above entered into with any
financial institution meeting the qualifications specified in clause (3) above;
(5) commercial paper having the highest rating obtainable from Moody’s or S&P and in each case maturing within six months after the date of acquisition;
(6) marketable direct obligations issued by any state of the United States of America or any political subdivision of any such state or any public instrumentality
thereof maturing within six months from the date of acquisition thereof and, at the time of acquisition, having one of the two highest ratings obtainable from either S&P or
Moody’s; and
(7) money market funds at least 95% of the assets of which constitute Cash Equivalents of the kinds described in clauses (1) through (6) of this definition.
“Change of Control” means the occurrence of any of the following events:
(1) the sale, lease, transfer, conveyance or other disposition (other than by way of merger or consolidation), in one or a series of related transactions, of all or
substantially all of the assets of the Company and its Restricted Subsidiaries taken as a whole or the Holding Company and its Subsidiaries
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taken as a whole to any Person or group of related Persons for purposes of Section 13(d) of the Exchange Act (a “Group”), other than to the Permitted Holders;
(2) the acquisition by any Person or Group (other than the Permitted Holders or a Holding Company) of the power, directly or indirectly, to vote or direct the voting
of securities having more than 50% of the ordinary voting power for the election of directors of the Company or, if the Company is a Subsidiary of a Holding Company,
such Holding Company;
(3) the first day on which a majority of the members of the Board of Directors of the Company or a Holding Company are not Continuing Directors; or
(4) a “change in control” event occurs under the terms of the Subordinated Notes while such Subordinated Notes are outstanding or a “change in control” or
“change in management” event occurs under the terms of the Credit Agreement.
Solely for purposes of determining whether a Change of Control has occurred under clause (2) above, if the Company becomes a Subsidiary of a Holding Company and
thereafter ceases to be a wholly-owned Subsidiary of such Holding Company, then the acquisition or ownership by any Person or Group (other than the Permitted Holders or a
subsequent Holding Company) of the power, directly or indirectly, to vote or direct the voting of securities having any percentage of the ordinary voting power for the election
of directors of the former Holding Company (the “Holdings Percentage”) shall be deemed to be the acquisition or ownership of that percentage of the ordinary voting power for
the election of directors of the Company equal to the product of the Holdings Percentage multiplied by the percentage of the ordinary voting power for the election of directors
of the Company held by the former Holding Company.
“Closing Date” means the date on which the Notes are originally issued under the Indenture.
“Commission” means the Securities and Exchange Commission.
“Consolidated Cash Flow” means, with respect to any Person for any period, the Consolidated Net Income of such Person for such period plus, to the extent deducted in
computing such Consolidated Net Income:
(1) provision for taxes based on income or profits of such Person and its Restricted Subsidiaries;
(2) consolidated interest expense of such Person and its Restricted Subsidiaries, whether paid or accrued and whether or not capitalized (including, without
limitation, amortization of debt issuance costs and original issue discount, non-cash interest payments, the interest component of any deferred payment obligations, the
interest component of all payments associated with Capital Lease Obligations, commissions, discounts and other fees and charges incurred in respect of letter of credit or
bankers’ acceptance financings, and net costs (if any) pursuant to Hedging Obligations); and
(3) depreciation, amortization (including amortization of goodwill and other intangibles but excluding amortization of prepaid cash expenses that were paid in a
prior period) and other non-cash charges (excluding any such non-cash charges to the extent that it represents an accrual of or reserve for cash payments to be made in any
future period or amortization of a prepaid cash expense that was paid in a prior period) of such Person and its Restricted Subsidiaries.
Notwithstanding the foregoing, the Net Income of any Unrestricted Subsidiary shall be excluded, whether or not distributed to the Company or one of its Restricted
Subsidiaries.
“Consolidated Net Income” means, with respect to any Person for any period, the aggregate of the Net Income of such Person and its Restricted Subsidiaries for such
period, on a consolidated basis determined in accordance with GAAP; provided that
(1) the Net Income of any Person that is not a Restricted Subsidiary or that is accounted for by the equity method of accounting shall be included only to the extent
of the amount of dividends or distributions paid in cash to the specified Person or a Restricted Subsidiary thereof;
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(2) the Net Income of any Restricted Subsidiary shall be excluded to the extent that the declaration or payment of dividends or similar distributions by such
Restricted Subsidiary of such Net Income is not at the date of determination permitted without any prior governmental approval (that has not been obtained) or, directly or
indirectly, by operation of the terms of its charter or any agreement, instrument, judgment, decree, order, statute, rule or governmental regulation applicable to that
Subsidiary or its equityholders;
(3) the Net Income of any Person acquired during the specified period for any period prior to the date of such acquisition shall be excluded;
(4) any extraordinary gain or loss, together with any related provision for taxes on such gain or loss, shall be excluded;
(5) any gain or loss resulting from Asset Sales (without regard to the $3.0 million limitation set forth in the definition thereof) or abandonments or reserves relating
thereto and the related tax effects shall be excluded;
(6) any gain or loss from foreign exchange transactions shall be excluded;
(7) the cumulative effect of a change in accounting principles shall be excluded;
(8) the Net Income (but not loss) of any Unrestricted Subsidiary shall be excluded, whether or not distributed to the specified Person or one of its Subsidiaries;
(9) any non-cash compensation expense in connection with the issuance of employee or independent contractor stock options shall be excluded; and
(10) any amount paid or accrued as dividends on Preferred Stock of the Company or any Guarantor owned by Persons other than the Company and any of its
Restricted Subsidiaries shall be excluded.
“Consolidated Net Worth” means, with respect to any specified Person as of any date, the sum of:
(1) the consolidated equity of the common stockholders of such Person and its consolidated Restricted Subsidiaries as of such date; plus
(2) the respective amounts reported on such Person’s balance sheet as of such date with respect to any series of Preferred Stock (other than Disqualified Stock) that
by its terms is not entitled to the payment of dividends unless such dividends may be declared and paid only out of net earnings in respect of the year of such declaration
and payment, but only to the extent of any cash received by such Person upon issuance of such Preferred Stock.
“Continuing Directors” means, as of any date of determination, any member of the Board of Directors of the Company or a Holding Company, as applicable, who (1)
was a member of the Board of Directors on the date of the Indenture or (2) was nominated for election or elected to the Board of Directors with the approval of a majority of the
Continuing Directors who were members of the Board of Directors at the time of such nomination or election or (3) was a Permitted Holder or a representative of a Permitted
Holder.
“Credit Agreement” means that certain credit agreement to be entered into as of the date of the Indenture, by and among the Company, certain lenders and other financial
institutions and Fleet National Bank, as administrative agent for such lenders and financial institutions, including any related notes, guarantees, collateral documents,
instruments and agreements executed in connection therewith, and in each case as amended, modified, restated, renewed, refunded, replaced or refinanced from time to time,
including any agreement extending the maturity of, refinancing, replacing or otherwise restructuring (including by way of adding Restricted Subsidiaries of the Company as
borrowers or guarantors thereunder) all of or a portion of the Indebtedness under such agreement or any such successor or replacement agreement and whether by the same or
any other agent, lender or group of lenders (or other institutions) or otherwise.
“Default” means any event which is, or after notice or passage of time or both would be, an Event of Default.
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“Designated Senior Debt” means (1) Indebtedness outstanding under the Credit Agreement and (2) any other Senior Debt which, at the date of determination, has an
aggregate principal amount outstanding of, or under which, at the date of determination, the holders thereof are committed to lend up to, at least $20.0 million and is
specifically designated by the Company in the instrument evidencing or governing such Senior Debt as “Designated Senior Debt” for purposes of the Indenture.
“Disqualified Stock” means any Capital Stock that, by its terms (or by the terms of any security into which it is convertible, or for which it is exchangeable, at the option
of the holder thereof), or upon the happening of any event other than an initial public offering of Equity Interests matures or is mandatorily redeemable, pursuant to a sinking
fund obligation or otherwise, or redeemable at the option of the holder thereof, in whole or in part, on or prior to the date that is 91 days after the earlier of the stated maturity
date of the Notes or the date on which no Notes remain outstanding; provided that only the portion of Capital Stock which so matures or is mandatorily redeemable or is so
redeemable at the sole option of the holder thereof prior to such date shall be deemed Disqualified Capital Stock; provided, further, that any Capital Stock that would constitute
Disqualified Stock solely because the holders thereof have the right to require the Company to repurchase such Capital Stock upon the occurrence of a Change of Control or an
Asset Sale shall not constitute Disqualified Stock, if the terms of such Capital Stock provide that the Company may not repurchase or redeem any such Capital Stock pursuant
to such provisions prior to the Company’s repurchase of such Notes as are required to be repurchased pursuant to the “Limitation on Asset Sales” and “Repurchase at the Option
of Holders Upon a Change of Control” covenants. Notwithstanding the foregoing, the Capital Stock in the Company owned by James R. Hull on the date of the Indenture shall
not constitute Disqualified Stock by reason of his right to require the Company to repurchase such Capital Stock pursuant to the terms of his agreement with the Company dated
August 18, 2003.
“Domestic Restricted Subsidiary” of a Person means, at any date of determination, any Restricted Subsidiary of such Person that (1) is organized under the laws of the
United States, any State thereof or the District of Columbia as of such date or (2) is not so organized but, due to an election or otherwise, for any taxable year (or a portion
thereof) that includes such date (a) is treated as a domestic entity for United States federal income tax purposes or (b) is treated as a partnership or a division of a domestic
entity for United States federal income tax purposes.
“Equity Interests” means Capital Stock and all warrants, options or other rights to acquire Capital Stock (but excluding any debt security that is convertible into, or
exchangeable for, Capital Stock).
“Event of Default” has the meaning set forth under the caption “Events of Default.”
“Exchange Act” means the Securities Exchange Act of 1934.
“Existing Indebtedness” means Indebtedness of the Company and its Restricted Subsidiaries (other than Indebtedness under the Credit Agreement and Indebtedness
being repaid on the date of the Indenture) in existence on the date of the Indenture, until such amounts are repaid.
“GAAP” means generally accepted accounting principles as in effect from time to time as set forth in the opinions and pronouncements of the Accounting Principles
Board of the American Institute of Certified Public Accountants and statements and pronouncements of the Financial Accounting Standards Board or the Securities and
Exchange Commission or in such other statements by such other entity as have been approved by a significant segment of the accounting profession.
“Guarantee” means a guarantee (other than by endorsement of negotiable instruments for collection in the ordinary course of business), direct or indirect, in any manner
including, without limitation, by way of a pledge of assets or through letters of credit or reimbursement agreements in respect thereof, of all or any part of any Indebtedness.
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“Guarantors” means each Subsidiary that executes a Note Guarantee in accordance with the provisions of the Indenture and their respective successors and assigns until
released from their obligations under their Guarantees in accordance with the terms of the Indenture.
“Hedging Obligation” of any Person means the obligations of such Person under:
(1) interest rate protection agreements, interest rate swap agreements, interest rate cap agreements and interest rate collar agreements, interest rate futures and
interest rate options;
(2) other agreements or arrangements designed to protect such Person against fluctuations in interest rates; and
(3) any foreign exchange contract, currency swap agreement or other similar agreement or arrangement.
“Holder” means the registered owner of any Note.
“Holding Company” means any company as to which the Company is, directly or indirectly, a wholly-owned Subsidiary.
“Indebtedness” means, with respect to any Person, any indebtedness of such Person, whether or not contingent, in respect of:
(1) borrowed money;
(2) evidenced by bonds, notes, debentures or similar instruments or letters of credit (or reimbursement agreements in respect thereof);
(3) banker’s acceptances;
(4) Capital Lease Obligations;
(5) the balance deferred and unpaid of the purchase price of any property, except any such balance that constitutes an accrued expense or trade payable; or
(6) any Hedging Obligations;
if and to the extent any of the preceding items (other than letters of credit and Hedging Obligations) would appear as a liability upon a balance sheet of such Person prepared in
accordance with GAAP. In addition, the term “Indebtedness” includes all Indebtedness of others secured by a Lien on any asset of the specified Person (whether or not such
Indebtedness is assumed by such Person), the amount of such Indebtedness being deemed to be the lesser of the value of such property or asset or the amount of the
Indebtedness so secured and, to the extent not otherwise included, the Guarantee by such Person of any indebtedness of any other Person; provided that Indebtedness shall not
include:
(x) any amounts withheld by the Company or any Restricted Subsidiary from the purchase price paid for the purchase of subscriber accounts;
(y) Indebtedness in respect of letters of credit to support workers compensation obligations, performance bonds, bankers’ acceptances and surety or appeal bonds
provided by the Company or any of its Restricted Subsidiaries to their customers in the ordinary course of their business; and
(z) Indebtedness arising from agreements providing for indemnification, adjustment of purchase price or similar obligations, or from guarantees or letters of credit,
surety bonds or performance bonds securing any obligations of the Company or any of its Restricted Subsidiaries pursuant to such agreements, in each case incurred in
connection with the disposition of any business assets or Restricted Subsidiaries of the Company (other than guarantees of Indebtedness or other obligations incurred by
any Person acquiring all or any portion of such business assets or Restricted Subsidiaries of the Company for the purpose of financing
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such acquisition) in a principal amount not to exceed the gross proceeds actually received by the Company or any of its Restricted Subsidiaries in connection with such
disposition.
The amount of any Indebtedness outstanding as of any date shall be:
(1) the accreted value thereof, in the case of any Indebtedness issued with original issue discount; and
(2) the principal amount thereof, together with any interest thereon that is more than 30 days past due, in the case of any other Indebtedness.
“Investments” means, with respect to any Person, all investments by such Person in other Persons (including Affiliates) in the forms of direct or indirect loans (including
guarantees of Indebtedness or other obligations), advances or capital contributions (excluding (1) commission, travel and similar advances to officers and employees made in
the ordinary course of business and (2) advances to customers or suppliers in the ordinary course of business that are, in conformity with GAAP, recorded as accounts
receivable, prepaid expenses or deposits on the balance sheet of the Company or its Restricted Subsidiaries), purchases or other acquisitions for consideration of Indebtedness,
Equity Interests or other securities (other than Cash Equivalents), together with all items that are or would be classified as investments on a balance sheet prepared in accordance
with GAAP; provided, however, that Investments shall not include the purchase of subscriber accounts or amounts owed to the Company by security alarm dealers for
subscriber accounts lost through attrition. If the Company or any Restricted Subsidiary of the Company sells or otherwise disposes of any Equity Interests of any direct or
indirect Restricted Subsidiary of the Company such that, after giving effect to any such sale or disposition, such Person is no longer a Restricted Subsidiary of the Company, the
Company shall be deemed to have made an Investment on the date of any such sale or disposition equal to the fair market value of the Investment in such Restricted Subsidiary
not sold or disposed of in an amount determined as provided in the third from last paragraph of the covenant described under the caption “Restricted Payments.” The acquisition
by the Company or any Restricted Subsidiary of a Person that holds an Investment in a third Person shall be deemed to be an Investment by the Company or such Restricted
Subsidiary in such third Person in an amount equal to the fair market value of the Investment held by the acquired Person in such third Person determined as provided in the
third from last paragraph of the covenant described under the caption “Limitation on Restricted Payments.”
“Leverage Ratio” means the ratio of:
(1) the aggregate outstanding amount of Indebtedness of the Company and its Restricted Subsidiaries as of the date of determination on a consolidated basis (subject
to the terms described in the paragraph below) plus the aggregate liquidation preference of all outstanding Disqualified Stock of the Company and its Restricted
Subsidiaries (except Disqualified Stock issued to the Company or a Wholly Owned Restricted Subsidiary of the Company) on such date, to
(2) the Consolidated Cash Flow of the Company for the latest full fiscal quarter (the “Latest Full Fiscal Quarter”) for which financial statements are available on the
date of determination annualized (i.e., multiplied by four).
For purposes of this definition, Consolidated Cash Flow shall be calculated on a pro forma basis after giving effect to (1) the incurrence of the Indebtedness of the
Company and its Restricted Subsidiaries and the issuance of the Disqualified Stock of the Company and its Restricted Subsidiaries (and the application of the proceeds
therefrom) giving rise to the need to make such calculation and any incurrence (and the application of the proceeds therefrom) or repayment of other Indebtedness on the date of
determination, as if such incurrence or issuance (and the application of the proceeds therefrom) or the repayment, as the case may be, occurred on the first day of the Last Full
Fiscal Quarter, and (2) any acquisition or disposition (including, without limitation, any acquisition giving rise to the need to make such calculation as a result of the Company
or one of its Restricted Subsidiaries (including any Person that becomes a Restricted Subsidiary as a result of such acquisition) incurring,
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assuming or otherwise becoming liable for Indebtedness or issuing Disqualified Stock) at any time on or subsequent to the first day of the Latest Full Fiscal Quarter and on or
prior to the date of determination, as if such acquisition or disposition (including the incurrence or assumption of any such Indebtedness and the issuance of such Disqualified
Stock and also including any Consolidated Cash Flow associated with such acquisition or disposition) occurred on the first day of the Latest Full Fiscal Quarter. For purposes of
this definition, pro forma calculations shall be made in good faith by a responsible financial or accounting officer of the Company consistent with Article 11 of Regulation S-X,
promulgated pursuant to the Securities Act, as such Regulation may be amended.
“Lien” means, with respect to any asset, any mortgage, lien, pledge, charge, security interest or encumbrance of any kind in respect of such asset, whether or not filed,
recorded or otherwise perfected under applicable law, including any conditional sale or other title retention agreement, any lease in the nature thereof, any option or other
agreement to sell or give a security interest in and any filing of or agreement to give any financing statement under the Uniform Commercial Code (or equivalent statutes) of any
jurisdiction.
“Moody’s” means Moody’s Investors Service, Inc. or any successor to the rating agency business thereof.
“Net Income” means, with respect to any Person, the net income (loss) of such Person, determined in accordance with GAAP.
“Net Proceeds” means the aggregate cash proceeds received by the Company or any of its Restricted Subsidiaries in respect of any Asset Sale (including payments in
respect of deferred payment obligations when received in the form of cash), net of:
(1) reasonable out-of-pocket expenses and fees relating to such Asset Sale, including, without limitation, legal, accounting and investment banking fees and sales
commissions, recording fees, relocation costs, title insurance premiums, appraisers’ fees and costs reasonably incurred in preparation of any asset or property for sale;
(2) taxes paid or reasonably estimated to be payable (calculated based on the combined state, federal and foreign statutory tax rates applicable to the Company or
the Restricted Subsidiary engaged in such Asset Sale after taking into account any tax credits or deductions and any tax sharing arrangements);
(3) all payments made on any Indebtedness of the Company or any Guarantor which is secured
by any assets subject to such Asset Sale;
(4) all distributions and other payments required to be made to any Person owning a beneficial interest in the assets subject to sale, or minority interest holders in
Subsidiaries or joint ventures, as a result of such Asset Sale; and
(5) any reserves established in accordance with GAAP for adjustment in respect of the sales price of the asset or assets subject to such Asset Sale or for any
liabilities associated with such Asset Sale.
“Non-Recourse Debt” means Indebtedness:
(1) as to which neither the Company nor any of its Restricted Subsidiaries (a) provides credit support of any kind (including any undertaking, agreement or
instrument that would constitute Indebtedness), (b) is directly or indirectly liable (to a guarantor or otherwise) or (c) constitutes the lender; and
(2) no default with respect to which (including any rights that the holders thereof may have to take enforcement action against an Unrestricted Subsidiary) would
permit (upon notice, lapse of time or both) any holder of any other Indebtedness (other than the Notes) of the Company or any of its Restricted Subsidiaries to declare a
default on such other Indebtedness or cause the payment thereof to be accelerated or payable prior to its stated maturity.
“Officer” means the Chief Executive Officer, the President, the Chief Financial Officer or any Executive Vice President of the Company.
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“Officers’ Certificate” means a certificate signed by two Officers of the Company, at least one of whom shall be the principal executive officer or principal financial
officer of the Company, and delivered to the Trustee.
“Opinion of Counsel” means a written opinion from legal counsel who is acceptable to the Trustee. The counsel may be an employee of or counsel to the Company or
the Trustee.
“Permitted Business” means any business conducted by the Company and its Restricted Subsidiaries on the date of the Indenture and other businesses reasonably
related, ancillary or complementary thereto, as determined in good faith by the Company’s Board of Directors.
“Permitted Holders” means AV Partners III, L.P., AV Partners V, L.P., Capital Resource Partners II, L.P, ABRY Capital Partners, L.P., ABRY Partners IV, L.P., ABRY
Investment Partnership, L.P., Windward Capital GP II, LLC, Windward Capital Partners II, L.P., and Windward Capital LP II, LC. or any of their Affiliates, partners or
members or James R. Hull or any of his Affiliates or family partnerships, trusts or other entities or investment vehicles created for the benefit of any of the foregoing.
“Permitted Investment” means:
(1) any Investment in the Company or a Guarantor (whether existing on the Closing Date or created thereafter) or any Person that after such Investment, and as a
result thereof, becomes a Guarantor;
(2) any Investment in Cash Equivalents;
(3) any Investment made as a result of the receipt of non-cash consideration from a sale of assets that was made pursuant to and in compliance with the covenant
described under the caption “—Restrictive Covenants—Limitation on Asset Sales”;
(4) any Investments to the extent acquired in exchange for the issuance of Equity Interests (other than Disqualified Stock) of the Company;
(5) Investments in securities of trade creditors, wholesalers, suppliers or customers received pursuant to any plan of reorganization or similar arrangement for
obligations arising in the ordinary course of business;
(6) loans or advances to employees of the Company or any Restricted Subsidiary thereof for purposes of purchasing from the Company or a Holding Company the
Company’s or a Holding Company’s Capital Stock and other loans and advances to employees, dealers or independent contractors made in the ordinary course of business
consistent with past practices of the Company or such Restricted Subsidiary, provided that the aggregate amount of all such loans and advances at any time outstanding
shall not exceed $2.0 million;
(7) receivables owing to the Company or any of its Restricted Subsidiaries, if created or acquired in the ordinary course of business and payable or dischargeable in
accordance with customary trade terms;
(8) stock, obligations or securities received in settlement of debts created in the ordinary course of business and owing to the Company or any of its Restricted
Subsidiaries or in satisfaction of judgments or claims;
(9) Hedging Obligations incurred in compliance with “Limitation on Debt and Issuance of Disqualified Stock” and not for speculative purposes; and
(10) other Investments in an amount not to exceed $10.0 million.
“Permitted Junior Securities” of a Person means (1) Equity Interests in such Person and debt securities of such Person, in each case (whether Equity Interests or debt
securities) that are subordinated to all Senior Debt and any securities (whether equity or debt) issued in exchange for Senior Debt of such Person to substantially the same extent
as, or to a greater extent than, the Notes and the Note Guarantees are subordinated to Senior Debt of
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the Company and the Guarantors pursuant to the Indenture or (2) Equity Interests in such Person that are of the same class and series as, and have no greater contractual rights
than, any Equity Interests constituting common stock in such Person issued in exchange for Senior Debt of such Person.
“Permitted Liens” means:
(1) Liens securing Senior Debt;
(2) Liens securing the Notes or the Note Guarantees;
(3) Liens in favor of the Company or any of its Wholly Owned Restricted Subsidiaries;
(4) Liens on property of a Person existing at the time such Person is merged into or consolidated with the Company or any Restricted Subsidiary of the Company or
at the time such Person becomes a Restricted Subsidiary of the Company, provided that such Liens were in existence prior to the contemplation of such transaction and do
not extend to any assets other than those of the Person merged into or consolidated with the Company or the Restricted Subsidiary;
(5) Liens on property existing at the time of acquisition thereof by the Company or any Restricted Subsidiary of the Company, provided that such Liens were in
existence prior to the contemplation of such acquisition;
(6) Liens existing on the date of the Indenture;
(7) Liens securing Indebtedness represented by Capital Lease Obligations, mortgage financings or purchase money obligations, in each case incurred for the purpose
of financing all or any part of the purchase price or cost of construction or improvement of property or assets used in the Company’s or any Restricted Subsidiary’s
business or incurred to refinance any such purchase price or cost of construction or improvement, in each case incurred no later than 365 days after the date of such
acquisition or the date of completion of such construction or improvement; provided that the principal amount of any Indebtedness described in this clause (7) shall not
exceed $10.0 million at any time outstanding;
(8) Liens incurred in the ordinary course of business of the Company or any Restricted Subsidiary of the Company with respect to obligations that do not exceed
$5.0 million at any one time outstanding and that do not in the aggregate materially detract from the value of the property or materially impair the use thereof in the
operation of business by the Company or such Restricted Subsidiary;
(9) Liens for property taxes, assessments and other governmental charges or levies not yet delinquent or subject to penalties for nonpayment or which are being
contested in good faith by appropriate proceedings;
(10) Liens resulting from the deposit of funds or evidences of Indebtedness in trust for the purpose of defeasing Indebtedness of the Company or any of its
Subsidiaries;
(11) Liens imposed by law, such as carriers’, warehousemen’s and mechanics’ Liens and other similar Liens, on the assets of the Company or any Restricted
Subsidiary arising in the ordinary course of business and securing payment of obligations that are not more than 60 days past due or are being contested in good faith by
appropriate proceedings;
(12) pledges or deposits by the Company or any Restricted Subsidiary under workmen’s compensation laws, unemployment insurance laws or similar legislation, or
good faith deposits in connection with bids, tenders, contracts (other than for the payment of Indebtedness) or leases to which the Company or any Restricted Subsidiary is
a party, or deposits to secure public or statutory obligations of the Company, or deposits for the payment of rent, in each case incurred in the ordinary course of business;
and
(13) Liens on the assets of the Company or any Restricted Subsidiary to secure any Permitted Refinancing Indebtedness, in whole or in part, of any Indebtedness
secured by Liens; provided, however, that any such Lien shall be limited to the same assets that secured the original Indebtedness.
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“Permitted Refinancing Disqualified Stock” means any Disqualified Stock of the Company or any of its Restricted Subsidiaries issued in exchange for or the net
proceeds of which are used to repurchase or redeem other Disqualified Stock of the Company or such Restricted Subsidiary (other than intercompany Disqualified Stock);
provided that:
(1) the liquidation preference of such Permitted Refinancing Disqualified Stock does not exceed the liquidation value, plus premiums, penalties and accrued
dividends on, the Disqualified Stock so exchanged, repurchased or redeemed (plus the amount of reasonable expenses incurred in connection therewith);
(2) such Permitted Refinancing Disqualified Stock has a redemption date no earlier than the redemption date of the Disqualified Stock being exchanged,
repurchased or redeemed; and
(3) such Permitted Refinancing Disqualified Stock is issued either by the Company or by the Restricted Subsidiary that issued the Disqualified Stock being
exchanged, repurchased or redeemed.
“Permitted Refinancing Indebtedness” means any Indebtedness of the Company or any of its Restricted Subsidiaries issued in exchange for, or the net proceeds of which
are used to extend, refinance, renew, replace, defease or refund other Indebtedness of the Company or such Restricted Subsidiary (other than intercompany Indebtedness);
provided that:
(1) the principal amount (or accreted value, if applicable) of such Permitted Refinancing Indebtedness does not exceed the principal amount of (or accreted value, if
applicable), plus premiums, penalties and accrued interest on, the Indebtedness so extended, refinanced, renewed, replaced, defeased or refunded (plus the amount of
reasonable expenses incurred in connection therewith);
(2) such Permitted Refinancing Indebtedness has a final maturity date no earlier than the final maturity date, and a Weighted Average Life to Maturity equal to or
greater than the Weighted Average Life to Maturity, of the Indebtedness being extended, refinanced, renewed, replaced, defeased or refunded;
(3) if the Indebtedness being extended, refinanced, renewed, replaced, defeased or refunded is (i) pari passu in right of payment to the Notes or any guarantee of the
Notes, such Permitted Refinancing Indebtedness is pari passu with or subordinated in right of payment to the Notes or any guarantee of the Notes and (ii) subordinated in
right of payment to the Notes or any guarantee of the Notes, such Permitted Refinancing Indebtedness is subordinated in right of payment to the Notes or any guarantee of
the Notes, in each case on terms at least as favorable to the holders of Notes as those contained in the documentation governing the Indebtedness being extended,
refinanced, renewed, replaced, defeased or refunded; provided that the Subordinated Notes outstanding on the Closing Date (together with any additional principal amount
paid in lieu of cash interest pursuant to the terms of the Subordinated Notes on the Closing Date) may be refinanced or replaced with Indebtedness that is pari passu with
the Notes; and
(4) such Indebtedness is incurred either by the Company or by the Restricted Subsidiary that is the obligor on the Indebtedness being extended, refinanced,
renewed, replaced, defeased or refunded.
“Person” means any individual, corporation, company (including any limited liability company), association, partnership, joint venture, trust, unincorporated
organization, government or any agency or political subdivision thereof or any other entity.
“Preferred Stock” of any Person means any Capital Stock of such Person that has preferential rights to any other Capital Stock of such Person with respect to dividends
or redemptions or upon liquidation.
“Qualified Consideration” means, with respect to any Asset Sale (or any other transaction or series of related transactions required to comply with clause (3) of the first
paragraph of the covenant described under the caption “Restrictive Covenants—Limitation on Asset Sales”), any one or more of (1) Cash Equivalents, (2) securities, notes or
other obligations received by the Company or such Restricted Subsidiary from the transferee that are contemporaneously (subject to ordinary settlement periods) converted into
cash, (3) Indebtedness (excluding contingent liabilities and Indebtedness that is pari passu or subordinated to the Notes or any Note
97

Table of Contents
Index to Financial Statements
Guarantees, and Indebtedness that is owed to the Company or any Affiliate of the Company) of the Company or any Restricted Subsidiary that is expressly assumed by the
transferee in an Asset Sale and with respect to which the Company or the Restricted Subsidiary, as the case may be, is unconditionally released by the holder of that
Indebtedness, and (4) any assets received by the Company or its Restricted Subsidiaries that would satisfy clause (2) of the second paragraph of the “Limitation on Asset Sales”
covenant (provided that if such assets involve consideration in excess of $5.0 million, the valuation of such assets has been approved by a majority of the members of the Board
of Directors of the Company and, provided, further that if such assets involve consideration in excess of $15 million, the Board of Directors’ determination must be based upon
an opinion or appraisal issued by an accounting, appraisal or investment banking firm of national standing).
“Restricted Investment” means an Investment other than a Permitted Investment.
“Restricted Payment” means:
(1) the declaration or payment of any dividend or other payment or distribution on account of the Company’s or any of its Restricted Subsidiaries’ Equity Interests
(including, without limitation, any payment in connection with any merger or consolidation involving the Company or any of its Restricted Subsidiaries) or to the direct or
indirect holders of the Company’s or any of its Restricted Subsidiaries’ Equity Interests in their capacity as such, other than dividends or distributions payable in Equity
Interests (other than Disqualified Stock) of the Company or to the Company or a Restricted Subsidiary of the Company;
(2) the purchase, repurchase, redemption, acquisition or retirement for value (including, without limitation, in connection with any merger or consolidation
involving the Company) of any Equity Interests of the Company or any Guarantor (other than any such Equity Interests owned by the Company or any Restricted
Subsidiary of the Company);
(3) the making of any payment on or with respect to, or the purchase, redemption, defeasance or other acquisition or retirement for value of, any Indebtedness that is
subordinated to the Notes, except (a) a payment of interest or a payment of principal at Stated Maturity or (b) the purchase, redemption, defeasance or other acquisition or
retirement of such subordinated Indebtedness made in anticipation of satisfying a sinking fund obligation, principal installment or final maturity, in each case due within
one year of the date of such purchase, redemption, defeasance or other acquisition or retirement; or
(4) any Restricted Investment.
“Restricted Subsidiary” means any Subsidiary of the Company other than an Unrestricted Subsidiary.
“S&P” means Standard & Poor’s, a division of The McGraw-Hill Companies, Inc., or any successor to the rating agency business thereof.
“Securities Act” means the Securities Act of 1933.
“Senior Debt” means:
(1) all Indebtedness of the Company or any Guarantor under the Credit Agreement;
(2) any other Indebtedness of the Company or any Guarantor permitted to be incurred under the terms of the Indenture, unless the instrument under which such
Indebtedness is incurred expressly provides that it is on a parity with or subordinated in right of payment to the Notes or any Note Guarantee; and
(3) all obligations with respect to the items listed in the preceding clauses (1) and (2) (including any interest accruing after the commencement of any bankruptcy
proceeding at the rate specified in the applicable Senior Debt, whether or not allowed as a claim in such proceeding).
Notwithstanding anything to the contrary in the preceding, Senior Debt will not include:
(1) any liability for federal, state, local or other taxes owed or owing by such Person;
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(2) any Indebtedness of the Company or any Guarantor to the Company or any of its Subsidiaries or Affiliates;
(3) any Indebtedness of the Company or any Guarantor under the Subordinated Notes, including any Subordinated Notes paid in lieu of cash interest thereon;
(4) any trade payables;
(5) any amounts or liabilities owing to dealers from whom the Company purchases subscriber accounts; or
(6) any Indebtedness that is incurred in violation of the Indenture.
“Significant Subsidiary” means any Subsidiary that would be a “Significant Subsidiary” of the Company within the meaning of Rule 1-02 under Regulation S-X
promulgated by the Securities and Exchange Commission.
“Stated Maturity” means, with respect to any installment of interest or principal on any series of Indebtedness, the date on which such payment of interest or principal
was scheduled to be paid in the original documentation governing such Indebtedness, and shall not include any contingent obligations to repay, redeem or repurchase any such
interest or principal prior to the date originally scheduled for the payment thereof.
“Subordinated Notes” means the Subordinated Notes due 2010 outstanding on the date of the Indenture, issued pursuant to the Subordinated Note and Warrant Purchase
Agreement dated January 18, 2002 among the Company and the purchasers listed on Schedule A attached thereto, as amended.
“Subsidiary” means, with respect to any Person:
(1) any corporation, association or other business entity of which more than 50% of the total voting power of shares of Capital Stock entitled (without regard to the
occurrence of any contingency) to vote in the election of directors, managers or trustees thereof is at the time owned, directly or indirectly, by such Person; and
(2) any other Person (other than a corporation), including, without limitation, a partnership, joint venture or limited liability company, in which the specified
Person, one or more Subsidiaries thereof or the specified Person and one or more Subsidiaries thereof, directly or indirectly, at the date of determination thereof, has or
have at least a majority of the Voting Stock or other ownership interests of such Person.
“Unrestricted Subsidiary” means any Subsidiary that is designated by the Board of Directors as an Unrestricted Subsidiary pursuant to a resolution of the Board of
Directors, but only to the extent that such Subsidiary:
(1) has no Indebtedness other than Non-Recourse Debt; and
(2) is a Person with respect to which neither the Company nor any of its Restricted Subsidiaries has any direct or indirect obligation (1) to subscribe for additional
Equity Interests or (2) to maintain or preserve such Person’s financial condition or to cause such Person to achieve any specified levels of operating results.
“U.S. Government Obligations” means direct obligations (or certificates representing an ownership interest in such obligations) of the United States of America
(including any agency or instrumentality thereof) for the payment of which the full faith and credit of the United States of America is pledged and which are not callable or
redeemable at the issuer’s option.
“Voting Stock” with respect to any specified Person (1) means any class or classes of Equity Interests of the specified Person pursuant to which the holders thereof have
the general voting power under ordinary
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circumstances to elect at least a majority of the board of directors, partners, managers or trustees of the specified Person (irrespective of whether or not, at the time, stock of any
other class or classes have, or might have, voting power by reason of the happening of any contingency) that control the management and policies of such Person, and (2) if such
specified Person is a limited partnership, includes the general partner and limited partner interests of such Person.
“Weighted Average Life to Maturity” means, when applied to any Indebtedness at any date, the number of years obtained by dividing:
(1) the sum of the products obtained by multiplying (a) the amount of each then remaining installment, sinking fund, serial maturity or other required payments of
principal, including payment at final maturity, in respect thereof, by (b) the number of years (calculated to the nearest one-twelfth) that will elapse between such date and
the making of such payment; by
(2) the then outstanding principal amount of such Indebtedness.
“Wholly Owned Restricted Subsidiary” of any Person means a Restricted Subsidiary of such Person all the outstanding Capital Stock or other ownership interests of
which (except directors’ qualifying shares) is at such time owned by such Person and its other Wholly Owned Restricted Subsidiaries.
Book-Entry System
The notes will be initially issued in the form of one or more Global Securities registered in the name of The Depository Trust Company (“DTC”) or its nominee.
Upon the issuance of a Global Security, DTC or its nominee will credit the accounts of Persons holding through it with the respective principal amounts of the notes
represented by such Global Security purchased by such Persons in this offering. Ownership of beneficial interests in a Global Security will be limited to Persons that have
accounts with DTC (“participants”) or Persons that may hold interests through participants. Any Person acquiring an interest in a Global Security through an offshore
transaction in reliance on Regulation S of the Securities Act may hold such interest through Clearstream Banking, S.A. or Euroclear Bank N.V./S.A., as operator of the
Euroclear System. Ownership of beneficial interests in a Global Security will be shown on, and the transfer of that ownership interest will be effected only through, records
maintained by DTC (with respect to participants’ interests) and such participants (with respect to the owners of beneficial interests in such Global Security other than
participants). The laws of some jurisdictions require that certain purchasers of securities take physical delivery of such securities in definitive form. Such limits and such laws
may impair the ability to transfer beneficial interests in a Global Security.
Payment of principal of and interest on notes represented by a Global Security will be made in immediately available funds to DTC or its nominee, as the case may be, as
the sole registered owner and the sole holder of the notes represented thereby for all purposes under the Indenture. We have been advised by DTC that upon receipt of any
payment of principal of or interest on any Global Security, DTC will immediately credit, on its book-entry registration and transfer system, the accounts of participants with
payments in amounts proportionate to their respective beneficial interests in the principal or face amount of such Global Security as shown on the records of DTC. Payments by
participants to owners of beneficial interests in a Global Security held through such participants will be governed by standing instructions and customary practices as is now the
case with securities held for customer accounts registered in “street name” and will be the sole responsibility of such participants.
A Global Security may not be transferred except as a whole by DTC or a nominee of DTC to a nominee of DTC or to DTC. A Global Security is exchangeable for
certificated notes only if:
(1) DTC notifies us that it is unwilling or unable to continue as a depositary for such Global Security or if at any time DTC ceases to be a clearing agency registered
under the Exchange Act;
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(2) we in our discretion at any time determine not to have all the notes represented by such Global Security; or
(3) an Event of Default entitling the noteholders to accelerate shall have occurred and be continuing with respect to the notes represented by such Global Security.
Any Global Security that is exchangeable for certificated notes pursuant to the preceding sentence will be exchanged for certificated notes in authorized denominations
and registered in such names as DTC or any successor depositary holding such Global Security may direct. Subject to the foregoing, a Global Security is not exchangeable,
except for a Global Security of like denomination to be registered in the name of DTC or any successor depositary or its nominee. In the event that a Global Security becomes
exchangeable for certificated notes,
(1) certificated notes will be issued only in fully registered form in denominations of $1,000 or integral multiples thereof;
(2) payment of principal of, and premium, if any, and interest on, the certificated notes will be payable, and the transfer of the certificated notes will be registerable,
at the office or agency we maintain for such purposes; and
(3) no service charge will be made for any registration of transfer or exchange of the certificated notes, although we may require payment of a sum sufficient to
cover any tax or governmental charge imposed in connection therewith.
So long as DTC or any successor depositary for a Global Security, or any nominee, is the registered owner of such Global Security, DTC or such successor depositary or
nominee, as the case may be, will be considered the sole owner or holder of the notes represented by such Global Security for all purposes under the Indenture and the notes.
Except as set forth above, owners of beneficial interests in a Global Security will not be entitled to have the notes represented by such Global Security registered in their names,
will not receive or be entitled to receive physical delivery of certificated notes in definitive form and will not be considered to be the owners or holders of any notes under such
Global Security. Accordingly, each Person owning a beneficial interest in a Global Security must rely on the procedures of DTC or any successor depositary, and, if such Person
is not a participant, on the procedures of the participant through which such Person owns its interest, to exercise any rights of a holder under the Indenture. We understand that
under existing industry practices, in the event that we request any action of holders or that an owner of a beneficial interest in a Global Security desires to give or take any
action which a holder is entitled to give or take under the Indenture, DTC or any successor depositary would authorize the participants holding the relevant beneficial interest to
give or take such action and such participants would authorize beneficial owners owning through such participants to give or take such action or would otherwise act upon the
instructions of beneficial owners owning through them.
DTC has advised us that DTC is a limited-purpose trust company organized under the Banking Law of the State of New York, a member of the Federal Reserve System,
a “clearing corporation” within the meaning of the New York Uniform Commercial Code and a “clearing agency” registered under the Exchange Act. DTC was created to hold
the securities of its participants and to facilitate the clearance and settlement of securities transactions among its participants in such securities through electronic book-entry
changes in accounts of the participants, thereby eliminating the need for physical movement of securities certificates. DTC’s participants include securities brokers and dealers,
banks, trust companies, clearing corporations and certain other organizations some of whom (or their representatives) own DTC. Access to DTC’s book-entry system is also
available to others, such as banks, brokers, dealers and trust companies, that clear through or maintain a custodial relationship with a participant, either directly or indirectly.
Although DTC has agreed to the foregoing procedures in order to facilitate transfers of interests in Global Securities among participants of DTC, it is under no obligation
to perform or continue to perform such procedures, and such procedures may be discontinued at any time. Neither we, nor the Trustee will have any responsibility for the
performance by DTC or its participants or indirect participants of their respective obligations under the rules and procedures governing their operations.
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CERTAIN UNITED STATES FEDERAL INCOME TAX CONSIDERATIONS
The following discussion summarizes certain U.S. federal income tax considerations that may be relevant to the exchange of the old notes for the new notes, but does not
purport to be a complete analysis of all potential tax effects. This discussion is based upon the provisions of the Internal Revenue Code of 1986, as amended, applicable
Treasury Regulations promulgated thereunder, judicial authority and administrative interpretations, as of the date hereof, all of which are subject to change, possibly with
retroactive effect, or are subject to different interpretations. This discussion does not address the tax considerations arising under the laws of any foreign, state, local, or other
jurisdiction.
We believe that the exchange of the old notes for the new notes should not be an exchange or otherwise a taxable event to a holder for the U.S. federal income tax
purposes. Accordingly, a holder should have the same adjusted issue price, adjusted basis and holding period in the new notes as it had in the old notes immediately before the
exchange.
PLAN OF DISTRIBUTION
Based on interpretations by the staff of the Securities and Exchange Commission in no action letters issued to third parties, we believe that you may transfer new notes
issued under the exchange offer in exchange for the old notes if:
•

you acquire the new notes in the ordinary course of your business; and

•

you are not engaged in, and do not intend to engage in, and have no arrangement or understanding with any person to participate in, a distribution of such new notes.

You may not participate in the exchange offer if you are:
•

our “affiliate” within the meaning of Rule 405 under the Securities Act; or

•

a broker-dealer that acquired old notes directly from us.

Each broker-dealer that receives new notes for its own account pursuant to the exchange offer must acknowledge that it will deliver a prospectus in connection with any
resale of such new notes. This prospectus, as it may be amended or supplemented from time to time, may be used by a broker-dealer in connection with resales of new notes
received in exchange for old notes where such old notes were acquired as a result of market-making activities or other trading activities. We have agreed that for a period of 180
days after the expiration date of the exchange offer, we will make this prospectus, as amended or supplemented, available to any broker-dealer for use in connection with any
such resale. In addition, until
, 2004 all dealers effecting transactions in the new notes may be required to deliver a prospectus.
If you wish to exchange new notes for your old notes in the exchange offer, you will be required to make representations to us as described in “Exchange Offer—Purpose
and Effect of the Exchange Offer” and “—Procedures for Tendering—Your Representations to Us” in this prospectus. As indicated in the letter of transmittal, you will be
deemed to have made these representations by tendering your old notes in the exchange offer. In addition, if you are a broker-dealer who receives new notes for your own
account in exchange for old notes that were acquired by you as a result of market-making activities or other trading activities, you will be required to acknowledge, in the same
manner, that you will deliver a prospectus in connection with any resale by you of such new notes.
We will not receive any proceeds from any sale of new notes by broker-dealers. New notes received by broker-dealers for their own account pursuant to the exchange
offer may be sold from time to time in one or more transactions in the over-the-counter market, in negotiated transactions, through the writing of options on the new
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notes or a combination of such methods of resale, at market prices prevailing at the time of resale, at prices related to such prevailing market prices or negotiated prices. Any
such resale may be made directly to purchasers or to, or through, brokers or dealers who may receive compensation in the form of commissions or concessions from any such
broker-dealer or the purchasers of any such new notes. Any broker-dealer that resells new notes that were received by it for its own account pursuant to the exchange offer and
any broker or dealer that participates in a distribution of such new notes may be deemed to be an “underwriter” within the meaning of the Securities Act and any profit on any
such resale of new notes and any commission or concessions received by any such persons may be deemed to be underwriting compensation under the Securities Act. The letter
of transmittal states that by acknowledging that it will deliver and by delivering a prospectus, the broker-dealer will not be deemed to admit that it is an “underwriter” within the
meaning of the Securities Act.
For a period of 180 days after the expiration date of the exchange offer, we will promptly send additional copies of this prospectus and any amendment or supplement to
this prospectus to any broker-dealer that requests such documents in the letter of transmittal. We have agreed to pay all expenses incident to the exchange offer (including the
expenses of one counsel for the holders of the old notes) other than commissions or concessions of any brokers or dealers and will indemnify the holders of the old notes
(including any broker-dealers) against certain liabilities, including liabilities under the Securities Act.
LEGAL MATTERS
The validity of the new notes offered in this exchange offer will be passed upon for us by Vinson & Elkins L.L.P., Dallas, Texas.
EXPERTS
Our financial statements and schedule as of June 30, 2003 and 2002 and for each of the years in the three year period ended June 30, 2003 included in this prospectus and
registration statement have been audited by Ernst & Young LLP, independent auditors, as set forth in their reports appearing herein, and are included in reliance upon such
report given on the authority of such firm as experts in accounting and auditing.
WHERE YOU CAN FIND OTHER INFORMATION
We will file annual, quarterly and current reports and other information with the Securities and Exchange Commission. Our filings with the Securities and Exchange
Commission are also available to the public from the Securities and Exchange Commission’s website at http://www.sec.gov. These reports do not constitute a part of this
prospectus, and we are not incorporating by reference any of the reports we file with the Securities and Exchange Commission. The public may read and copy any reports or
other information that we file with the Securities and Exchange Commission’s public reference room at 450 Fifth Street, N.W., Washington, D.C. 20549. The public may
obtain information on the public reference room by calling the Securities and Exchange Commission at 1-800-SEC-0330.
In addition, pursuant to the indenture governing the notes, we have agreed to the extent permitted by the Securities and Exchange Commission to file with the Securities
and Exchange Commission and in all events to distribute to the trustee (under the indenture) our annual reports containing audited annual consolidated financial statements and
our quarterly reports containing our unaudited consolidated financial statements for each of the three first quarters of each fiscal year. We will do this without regard to whether
we are subject to the informational requirements of the Securities Exchange Act of 1934.
We maintain an internet web site at www.monitronics.com. The information on this site does not form a part of this prospectus.
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While any notes remain outstanding, we will make available, upon request, to any beneficial owner and any prospective purchaser of notes the information required
pursuant to Rule 144A(d)(4) under the Securities Act during any period in which we are not subject to Section 13 or 15(d) of the Securities Exchange Act of 1934. Any such
request should be directed to our Chief Financial Officer at 12801 Stemmons Freeway, Suite 821, Dallas, Texas 75234, telephone (972) 243-7443.
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REPORT OF INDEPENDENT AUDITORS
The Board of Directors of
Monitronics International, Inc.
We have audited the balance sheets of Monitronics International, Inc., as of June 30, 2003 and 2002, and the related statements of income, shareholders’ net capital
deficiency, and cash flows for each of the years in the three year period ended June 30, 2003. These financial statements are the responsibility of the Company’s management.
Our responsibility is to express an opinion on these financial statements based on our audits.
We conducted our audits in accordance with auditing standards generally accepted in the United States. Those standards require that we plan and perform the audit to
obtain reasonable assurance about whether the financial statements are free of material misstatement. An audit includes examining, on a test basis, evidence supporting the
amounts and disclosures in the financial statements. An audit also includes assessing the accounting principles used and significant estimates made by management, as well as
evaluating the overall financial statement presentation. We believe that our audits provide a reasonable basis for our opinion.
In our opinion, the financial statements referred to above present fairly, in all material respects, the financial position of Monitronics International, Inc., as of June 30,
2003 and 2002, and the results of its operations and its cash flows for each of the three years in the period ended June 30, 2003 in conformity with accounting principles
generally accepted in the United States.
As discussed in Note 1 to the financial statements, the Company changed its method of accounting for goodwill in accordance with Statement of Financial Accounting
Standards No. 142 as of July 1, 2001.
ERNST & YOUNG LLP
Fort Worth, Texas
August 25, 2003
F-2
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MONITRONICS INTERNATIONAL, INC.
BALANCE SHEETS
Year ended June 30,
2002
(Restated)

2003

(In thousands except
share data)

Assets
Current assets:
Cash and cash equivalents
Accounts receivable, less allowance for doubtful accounts of $1,398 in 2003 and $1,148 in 2002
Federal income tax receivable
Deferred income taxes
Prepaid expenses and other current assets

$

Total current assets
Property and equipment, net
Deferred income taxes
Subscriber accounts, net of accumulated amortization of $195,532 in 2003 and $140,649 in 2002
Deferred financing costs, net
Goodwill
Total assets

334
4,993
—
2,452
929

$

17
4,407
282
2,191
956

8,708
4,682
20,980
416,435
6,391
14,795

7,853
5,570
15,197
361,620
7,856
14,795

$ 471,991

$ 412,891

$

$

Liabilities and Shareholders’ Net Capital Deficiency
Current liabilities:
Accounts payable
Accrued expenses
Purchase holdbacks
Deferred revenue
Interest payable
Income taxes payable
Current portion of long-term debt

1,891
2,017
8,975
3,246
810
2,296
1,313

2,222
1,438
5,799
2,847
1,127
1,087
—

Total current liabilities
Long-term debt, less current portion
Redeemable preferred stock, net
Commitments and contingencies
Stockholders’ net capital deficiency:
Class A common stock, $.01 par value:
Authorized shares—50,000,000
Issued and outstanding shares—2,290,784
Class B common stock, $.01 par value:
Authorized shares—700,000
Issued and outstanding shares—none
Additional paid-in capital
Treasury stock, at cost, 384,375 shares
Accumulated deficit

20,548
336,660
154,935

14,520
288,785
136,264

23

23

—
12
(7,568)
(32,619)

—
12
(7,568)
(19,145)

Total shareholders’ net capital deficiency

(40,152)

(26,678)

Total liabilities and shareholders’ net capital deficiency

$ 471,991
See accompanying notes
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MONITRONICS INTERNATIONAL, INC.
STATEMENTS OF INCOME
Year ended June 30,

2003

2002
(Restated)

2001
(Restated)

(In thousands)

Revenue
Cost of services
Gross profit
Operating expenses:
Sales, general, and administrative
Depreciation
Amortization

Operating income
Other expense:
Interest expense
Other expense

Income before income taxes
Provision for income taxes
Net income
Preferred dividends accrued
Accretion of redeemable convertible preferred stock discount
Issuance of Series C-1 preferred stock to Series C preferred shareholders
Net loss attributable to common stock shareholders

See accompanying notes
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$ 126,406
14,592

$ 111,339
13,522

$ 100,198
11,819

111,814

97,817

88,379

23,014
2,067
54,885

20,570
1,923
45,968

17,979
1,634
38,423

79,966

68,461

58,036

31,848

29,356

30,343

23,268
—

20,941
504

27,951
—

23,268
8,580
3,383

21,445
7,911
3,024

27,951
2,392
893

5,197

4,887

1,499

(18,457)
(214)
—

(15,020)
(193)
—

(4,603)
(114)
(4,950)

$ (13,474)

$ (10,326)

$ (8,168)
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MONITRONICS INTERNATIONAL, INC.
STATEMENTS OF SHAREHOLDERS’ NET CAPITAL DEFICIENCY
Class A
Common Stock
Shares

Balance at June 30, 2000
Accretion of redeemable convertible preferred stock to the
redemption value
Exercise of employee stock options
Accrual of preferred stock dividends
Issuance of Series C-1 preferred stock to Series C preferred
shareholders
Net income - restated

1,722,157

Balance at June 30, 2001
Accretion of redeemable convertible preferred stock to the
redemption value
Exercise of employee stock options
Accrual of preferred stock dividends
Issuance of Class A common restricted stock to employees
Net income - restated

1,767,127

Balance at June 30, 2002
Accretion of redeemable convertible preferred stock to the
redemption value
Accrual of preferred stock dividends
Net income

2,290,784

Balance at June 30, 2003

2,290,784

Amount

Additional
Paid-in
Capital

$

$

—
44,970
—

17
—

$

—
5,000
—
518,657
—

$

$

(651)

(8,190)

—
—
—

(114)
—
(4,603)

(114)
1
(4,603)

—
—

—
—

—
—

—
—

(4,950)
1,499

(4,950)
1,499

18

$

23

$

—
—
—
23

12
—
—
—

$

See accompanying notes
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12
—
—
—
—
—

5

$

(In thousands except for shares)
384,375
$ (7,568)
—
—
—

—

—
—
—

Amount

Total
Shareholders’
Net Capital
Deficiency

—
—
—

—
—
—

$

Shares

Accumulate
Earnings
(Deficit)

—

1

—
—

12

Treasury Stock,
at Cost

12

384,375
—
—
—
—
—
384,375
—
—
—
384,375

$ (7,568)

$

—
—
—
—
—
$ (7,568)

$

(193)
—
(15,020)
—
4,887
$

—
—
—
$ (7,568)

(8,819)

(19,145)

(193)
—
(15,020)
5
4,887
$

(214)
(18,457)
5,197
$

(32,619)

(16,357)

(26,678)
(214)
(18,457)
5,197

$

(40,152)
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MONITRONICS INTERNATIONAL, INC.
STATEMENTS OF CASH FLOWS
Year ended June 30,

2003

2002
(Restated)

2001
(Restated)

(In thousands)

Operating Activities
Net income
Adjustments to reconcile net income to net cash provided by operating activities:
Depreciation and amortization
Amortization of deferred financing costs
Deferred income taxes
Other
Changes in current assets and liabilities:
Accounts receivable
Prepaid expenses and other current assets
Accounts payable
Accrued expenses
Deferred revenue
Income taxes payable and receivable

$

Net cash provided by operating activities
Investing Activities
Purchases of property and equipment
Purchases of subscriber accounts (net of holdbacks)
Net cash used in investing activities
Financing Activities
Proceeds from issuance of preferred stock
Proceeds from the exercise of stock options
Proceeds from revolving line-of-credit
Payments of revolving line-of-credit
Proceeds from issuance of subordinated notes
Payment of deferred financing costs
Net cash provided by financing activities
Increase (decrease) in cash and cash equivalents
Cash and cash equivalents at beginning of year

5,197

$

4,887

$

1,499

56,952
1,777
(6,046)
—

47,891
1,205
(6,241)
5

40,057
523
(4,427)
—

(586)
26
(331)
1,151
399
1,490

(589)
(271)
(186)
(15)
666
911

501
(64)
705
(892)
296
(1,095)

60,029

48,263

37,103

(1,179)
(106,521)

(2,378)
(79,276)

(2,824)
(92,859)

(107,700)

(81,654)

(95,683)

—
—
74,400
(26,100)
—
(312)

19,853
—
42,200
(63,046)
40,000
(5,603)

49,476
1
59,900
(50,000)
—
(846)

47,988

33,404

58,531

317
17

13
4

(49)
53

Cash and cash equivalents at end of year

$

334

$

17

$

4

Cash paid during the period for:
Income taxes

$

7,205

$

7,430

$

6,387

$

20,078

$ 19,936

$ 27,631

$

18,457

$ 15,020

$

4,603

$

$

4,950

Interest
Noncash investing and financing activities::
Accrued preferred stock dividends
Issuance of Series C-1 preferred stock to Series C shareholders

$
See accompanying notes
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MONITRONICS INTERNATIONAL, INC.
(NOTES TO FINANCIAL STATEMENTS)
1. Description of Business and Summary of Significant Accounting Policies
Description of Business
Monitronics International, Inc. (the Company) provides security alarm monitoring and related services to residential and business subscribers throughout the United
States. The Company monitors signals arising from burglaries, fires, and other events through security systems installed by its dealers at subscribers’ premises.
Restatement of Prior Year Financial Statements
The Company has restated its financial statements for the years ended June 30, 2002 and 2001 to properly record deferred revenue related to billings to its subscribers.
The restatements reduced previously reported revenues and net income for fiscal 2002 and 2001 as follows:
2002
Previously
Reported

2001

Adjustment

Adjusted
Balance

Previously
Reported

$ 111,339
$
4,887

$ 100,799
$
1,872

(in thousands)

Revenue
Net Income

$ 111,881
$
5,223

$
$

(542)
(336)

Adjustment

Adjusted
Balance

(in thousands)

$
$

(601)
(373)

$ 100,198
$
1,499

Summary of Significant Accounting Policies
Cash and Cash Equivalents
The Company classifies all highly liquid investments with original maturities of three months or less as cash equivalents.
Accounting Estimates
The preparation of the financial statements in conformity with accounting principles generally accepted in the United States requires management to make estimates and
assumptions that affect the amounts reported in the financial statements and accompanying notes. Actual results could differ from those estimates.
Accounts Receivable
Accounts receivable consist primarily of amounts due from customers for recurring monthly monitoring services over a wide geographical base. The Company performs
extensive credit evaluations on the portfolios of subscriber accounts prior to purchase and requires no collateral on the accounts that are acquired. The Company has established
an allowance for doubtful accounts for estimated losses resulting from the inability of subscribers to make required payments. Factors such as historical-loss experience,
recoveries and economic conditions are considered in determining the sufficiency of the allowance to cover potential losses. The actual collection of receivables could be
different from recorded amounts.
The Company’s allowance for doubtful accounts as of June 30, 2003 and 2002 was $1,398,000 and $1,148,000, respectively. During the years ended June 30, 2003, 2002
and 2001, the Company recorded a provision for uncollectible accounts of $4,090,000, $2,515,000 and $2,205,000 respectively, and wrote off (net of recoveries) $3,840,000,
$2,098,000 and $2,415,000, respectively.
F-7
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MONITRONICS INTERNATIONAL, INC.
NOTES TO FINANCIAL STATEMENTS—(continued)
Property and Equipment
Property and equipment are stated at cost. Depreciation is computed on a straight-line basis over five years, which is the estimated useful life of the assets.
Subscriber Accounts and Other Intangible Assets
Subscriber accounts relate to the cost of acquiring portfolios of monitoring service contracts from independent dealers. The subscriber accounts are recorded at cost. All
direct external costs associated with the purchase of subscriber accounts are capitalized. Internal costs, including all personnel and related support costs, incurred solely in
connection with subscriber account acquisitions and transitions are expensed as incurred.
The costs of subscriber accounts are amortized using the straight-line method over 10 years. Amortization of subscriber accounts was $54.9 million, $46.0 million and
$37.6 million for the years ended June 30, 2003, 2002 and 2001, respectively. Based on subscriber accounts held at June 30, 2003, amortization of subscriber accounts in the
succeeding five years ending June 30 is as follows (in thousands):
2004
2005
2006
2007
2008

$

Total

61,042
60,801
59,737
57,348
53,368

$ 292,296

In accordance with Statement of Financial Accounting Standards No. 144, Accounting for the Impairment or Disposal of Long-Lived Assets, management reviews the
subscriber accounts for impairment or a change in amortization period whenever events or changes indicate that the carrying amount of the asset may not be recoverable or the
life should be shortened. No impairment charge was recorded during the three-year period ended June 30, 2003.
Deferred financing costs are capitalized when the related debt is issued or when amendments to revolving credit lines increase the borrowing capacity. Deferred
financing costs are amortized over the term of the related debt. Goodwill (carrying value of $14.8 million including accumulated amortization of $1.2 million at June 30, 2003,
2002 and 2001) consists of the excess of the cost over the fair value of the net assets acquired in a business combination. For the year ended June 30, 2001, goodwill was
amortized on a straight-line basis over a 20-year period.
In July 2001, the Company early adopted SFAS 141, Business Combinations, and SFAS 142, Goodwill and Other Intangible Assets, which establish new accounting
standards for the treatment of goodwill in a business combination. The standards do not permit amortization of goodwill but, instead, require that goodwill be separately tested
for impairment using a fair-value based approach as opposed to the undiscounted cash flow approach used under prior accounting standards. Accordingly, the Company ceased
amortizing its goodwill effective July 1, 2001.
The Company’s goodwill acquired of $16.0 million relates to two asset acquisitions of competitors occurring in the years ended June 30, 1995 and June 30, 1999. During
the years ended June 30, 2003 and 2002, the Company performed its annual tests of goodwill impairment using a fair-value approach and the tests did not result in an
impairment charge in either period.
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The following pro forma financial information reflects net income as if goodwill were not subject to amortization in the year ended June 30, 2001 (in thousands).
Year ended
June 30
2001

Reported net income
Add back goodwill amortization (net of $289 in taxes)

$

1,499
484

Adjusted net income

$

1,983

Income Taxes
The Company recognizes a liability or asset for the deferred tax consequences of temporary differences between the tax basis of assets and liabilities and their reported
amounts in the financial statements. These temporary differences will result in taxable or deductible amounts in future years when reported amounts of the assets or liabilities
are recovered or settled. The deferred tax assets are periodically reviewed for recoverability.
Purchase Holdbacks
The Company typically withholds a designated percentage of the purchase price when it purchases subscriber accounts from dealers. The withheld funds are recorded as
a liability until the guarantee period provided by the dealer has expired. The holdback is used as a reserve to cover any terminated subscriber accounts that are not replaced by
the dealer during the guarantee period as well as lost revenue during such period. At the end of the guarantee period, which is typically one year from the date of purchase, the
dealer is responsible for any deficit or is paid the balance of the holdback.
Stock Compensation
The Company accounts for stock-based employee compensation arrangements in accordance with the provisions of Accounting Principles Board Opinion No. 25,
Accounting for Stock Issued to Employees (APB 25) and related interpretations, and complies with the disclosure provisions of Statement of Financial Accounting Standards No.
123, Accounting for Stock-Based Compensation (SFAS 123). Under APB 25, compensation cost is recognized over the vesting period based on the difference, if any, on the date
of grant between the fair market value of the Company’s common stock and the exercise price of the stock option granted. Generally, the Company grants options with an
exercise price at least equal to or above the fair market value of the Company’s common stock on the date of the grant and, as a result, generally does not record compensation
cost.
The following table illustrates the effect of net income if the Company had applied the fair value recognition provisions of SFAS 123 to stock-based employee
compensation (in thousands):
Year ended June 30,
2003

2002

2001

Net income as reported
Deduct: Total stock based employee compensation expense determined under fair value based method for all
awards, net value of related tax effects

$ 5,197

$ 4,887

$ 1,499

Pro forma net income

$ 5,165
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Revenue Recognition
Revenues are recognized as the related monitoring services are provided. Deferred revenue primarily includes advance billings and payments for monitoring services to
be provided in the future.
Risk Concentration
Financial instruments that potentially subject the Company to significant concentrations of credit risk consist principally of trade accounts receivable. The Company
performs extensive credit evaluations on the portfolios of subscriber accounts prior to purchase and requires no collateral on the subscriber accounts that are acquired.
Concentrations of credit risk with respect to trade accounts receivable are generally limited due to the large number of subscribers comprising the Company’s customer base.
Fair Value of Financial Instruments
Borrowings under the Company’s revolving credit and term loan agreement approximate fair value due to the borrowings being based on variable market interest rates.
Management believes that the fair value of the $12,000,000 senior subordinated notes and the $40,000,000 subordinated notes approximates their book value.
Reclassifications
Certain prior year amounts have been reclassified to conform with current year presentation.
Recent Accounting Pronouncements
In January 2003, the FASB issued FASB Interpretation No. 46 (“FIN 46”), “Consolidation of Variable Interest Entities, an Interpretation of ARB No. 51.” FIN 46
requires certain variable interest entities to be consolidated by the primary beneficiary of the entity if the equity investors in an entity do not have the characteristics of a
controlling financial interest or do not have sufficient equity at risk for the entity to finance its activities without additional subordinated financial support from other parties.
FIN 46 is effective immediately for all new variable interest entities created or acquired after January 31, 2003. For variable interest entities created or acquired prior to
February 1, 2003, the provisions of FIN 46 must be applied for the first interim or annual period ending after December 15, 2003. The Company is still evaluating whether the
adoption of FIN 46 will have a material impact on the Company’s consolidated financial position or on its results of operations.
In May 2003, the FASB issued Financial Accounting Standards No. 150 (“SFAS 150”)—“Accounting For Certain Financial Instruments with Characteristics of both
Liabilities and Equity”. This statement established standards for how an issuer classifies and measures in its statement of financial position certain financial instruments with
characteristics of both liabilities and equity. SFAS 150 is effective for financial instruments entered into or modified after May 31, 2003, and otherwise is effective at the
beginning of the first fiscal period beginning after December 15, 2003 and must be applied prospectively by reporting the cumulative effect of a change in an accounting
principle for financial instruments created before the issuance date of the Statement and still existing at the beginning of the interim period of adoption. Upon adoption of SFAS
150, the Company will be required to reclassify its redeemable preferred stock to a long-term liability as “Shares Subject to Mandatory Redemption” on the balance sheet.
Issuance costs previously recognized as a reduction of the carrying amount of the redeemable preferred shares will be reclassified to a deferred charge on the balance sheet in
accordance with the standard. After the initial period of adoption, preferred stock dividends will be classified as interest expense on the statement of income.
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2. Property and Equipment
Property and equipment consists of the following at June 30 (in thousands):

Central monitoring station and computer equipment
Furniture and office equipment
Leasehold improvements
Other

2003

2002

$ 9,475
1,951
1,426
281

$ 8,545
1,648
1,311
281

13,133
(8,451)

Less accumulated depreciation

11,785
(6,215)

$ 4,682

$ 5,570

2003

2002

$ 285,085
12,000
40,888

$ 236,785
12,000
40,000

337,973
1,313

288,785
—

$ 336,660

$ 288,785

3. Long-Term Debt
Long-term debt consists of the following at June 30 (in thousands):

Revolving credit line and term loan payable
Senior subordinated notes payable
Subordinated notes payable

Less: current portion

The Company has a revolving credit and term loan agreement (the Loan Agreement) with various financial institutions that provides for a $329.5 million credit facility,
consisting of a $129.5 million revolving credit line, a $180 million term loan, and a $20 million term loan. As of June 30, 2003, the Company has $85.1 million in borrowings
outstanding under the revolving credit line and has borrowed the entire amount committed under the term loans. As defined in the Loan Agreement, the revolving credit line
converts to a term note on January 31, 2004 (the Conversion Date), and the borrowings then outstanding are payable in 36 monthly installments with the remaining balance due
at maturity (January 31, 2007).
The Company can prepay the $180 million and $20 million term loans at any time prior to the Conversion Date. After the Conversion Date, the Company can prepay any
borrowings outstanding. Additionally, the Loan Agreement requires a defined mandatory repayment if the borrowings ever exceed the lending commitment, if the Company has
a predefined amount of excess cash flow, or if the Company has a qualified public stock offering, as defined.
At June 30, 2003, the Company has $44.4 million in borrowing availability under the revolving credit line and is charged a commitment fee of 0.75% on the average
daily unused portion. The revolving credit line and the $180 million term loan bear interest at a rate of either prime plus 1.75% or LIBOR plus 3.75%, and the $20 million term
loan bears interest at a rate of either prime plus 2.5% or LIBOR plus 4.5% (at June 30, 2003, borrowings bear interest at a weighted average rate of 5.3%). Interest incurred on
borrowings is payable monthly in arrears. The weighted average interest rate for borrowings during the year was 5.4% in 2003, 5.6% in 2002 and 9.4% in 2001.
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The Company is subject to certain financial covenants under its Loan Agreement, its subordinated notes and its senior subordinated notes, such as capital expenditure
limits, restriction of dividend payments, maximum total debt to annualized quarterly operating income, maximum total senior debt to annualized monthly net operating income,
total interest coverage, minimum fixed-charge coverage, and other covenants, all as defined. Borrowings under the Loan Agreement are collateralized by all assets of the
Company, and by all of the shares of the Series A, B, C, C-1, and D-1 preferred stock outstanding and a majority of the Class A common stock outstanding.
The Company has $12 million in senior subordinated notes due in full on June 30, 2007 with interest payable quarterly at a rate of 12%. On January 18, 2002, the
Company issued $40 million of subordinated notes due in full on January 18, 2009. Interest accrues at 13.5% with interest payable semiannually at a rate of 12%. The
remaining 1.5% interest will be added to the outstanding principal. The senior subordinated notes and the subordinated notes are subordinate to the borrowings under the Loan
Agreement.
On August 25, 2003, the Company issued $160.0 million of Senior Subordinated notes (the Senior Subordinated Notes) at 11.75% with a maturity date of September 1,
2010. Interest payments are to be made semi-annually in cash in arrears on March 1 and September 1 of each year beginning on March 1, 2004. Further, the Company entered
into a new credit facility agreement comprised of a $175.0 million term loan that matures in 2009 and a $145.0 million revolving credit facility that matures in 2008. Payments
under the term loan are payable in quarterly installments from December 31, 2003 through June 30, 2009. The quarterly payment is calculated based upon the amount of the
original facility multiplied by 0.25% for the quarters ended December 31, 2003 through September 30, 2006, 1.25% for the quarters ended December 31, 2006 through
September 30, 2007 and 3.00% for the quarters ended December 31, 2007 through June 30, 2009 with the remaining balance due at maturity. Proceeds from the borrowings
were used primarily to repay the Company’s existing credit facility, senior subordinated notes payable, to repurchase $20.5 million principal amount of its subordinated notes at
a repurchase price of approximately $23.2 million and to pay debt issuance costs. As a result of the repayments, the Company expensed its previously capitalized deferred
financing costs totaling $6.0 million. The remaining principal amount of the subordinated notes was amended, and the maturity date was extended to March 1, 2010.
Scheduled maturities (as defined) of long-term debt at June 30, 2003, utilizing the required payment schedule of the Senior Subordinated notes, subordinated notes and
the new credit facility entered into subsequent to year-end, are as follows (in thousands):
2004
2005
2006
2007
2008
Thereafter

$

1,313
1,750
1,750
7,000
17,937
308,223

$ 337,973
The Company also utilizes interest rate cap agreements, as required, to control its exposure to variable interest rates under the Loan Agreement. As of June 30, 2003,
these interest rate caps provide that the interest rate on approximately $145 million of borrowings under the Loan Agreement cannot exceed an interest rate of 10%. The interest
rate caps also expire at various dates over the next two years. The Company records these derivatives at fair value in the balance sheet and any changes in fair value are recorded
in the statement of income. As of June 30, 2003, the fair value of the interest rate caps was nominal.
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4. Redeemable Preferred Stock
As of June 30, 2003 and 2002, there were 4,000,000, 5,000,000, 1,409,375, and 251,420 shares of the Series A, B, C, C-1 preferred stock, respectively, authorized,
issued and outstanding. In addition, as of June 30, 2003 and 2002, there were 70,000 shares of Series D-1 and D-2 preferred stock authorized, and no Series D-2 issued and
outstanding, and as of June 30, 2003 and 2002 there were 70,000 shares, of Series D-1 preferred stock issued and outstanding. All shares have a par value of $0.01. In
conjunction with the issuance of each Series of preferred stock, the Company incurred financing costs which have been reflected as the unaccreted redemption value of
preferred stock. The accretion of these costs is being charged directly to accumulated deficit through the mandatory redemption date.
On April 27, 2001, the Company issued 251,420 shares of Series C-1 preferred stock to the Series C preferred stock shareholders which was recorded at the liquidation
and redemption value of $4.95 million. This was a noncash transaction and has been reflected as a dividend. The Company also issued 50,000 shares of Series D-1 preferred
stock on April 27, 2001 for total gross proceeds of $50 million. In addition, on January 18, 2002, the Company issued an additional 20,000 shares of Series D-1 preferred stock
for total gross proceeds of $20 million.
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The activity of redeemable preferred stock is as follows (in thousands except for shares):
Series A

Series B

Series C

Series C-1

Shares

Amount

Shares

Amount

Shares

Amount

Balance at June 30, 2000
Issuance of Series C-1 preferred stock to
Series C preferred Shareholders
Issuance of Series D-1 preferred stock
Accretion to redemption value
Accrual of preferred stock dividends

4,000,000

$ 5,759

5,000,000

$ 6,248

1,409,375

$ 30,662

Balance at June 30, 2001
Issuance of Series D-1 preferred stock
Accretion to redemption value
Accrual of preferred stock dividends

4,000,000
—
—
—

$ 6,079
—
—
320

5,000,000
—
—
—

$ 6,648
—
—
400

Balance at June 30, 2002
Accretion to redemption value
Accrual of preferred stock dividends

4,000,000
—
—

$ 6,399
—
320

5,000,000
—
—

Balance as of June 30, 2003

4,000,000

$ 6,719

5,000,000

—
—
—
—

—
—
—
320

—
—
—
—

—
—
—
400

—
—
—
—

Shares
—

Series D-1

Amount
$

—

Shares
—

Series D-2

Amount
$

—

Shares
—

Amount

Unaccreted
Redemption
Value

Total
Redeemable
Preferred
Stock

$

$

$

—

—
(524)
114
—

42,055

251,420
—
—
—

4,950
—
—
142

—
50,000
—
—

—
50,000
—
1,128

—
—
—
—

1,409,375
—
—
—

$ 33,275
—
—
4,906

251,420
—
—
—

$ 5,092
—
—
999

50,000
20,000
—
—

$ 51,128
20,000
—
8,395

—
—
—
—

$

—
—
—
—

$

(1,024)
(147)
193
—

$

101,198
19,853
193
15,020

$ 7,048
—
400

1,409,375
—
—

$ 38,181
—
5,672

251,420
—
—

$ 6,091
—
887

70,000
—
—

$ 79,523
—
11,178

—
—
—

$

—
—
—

$

(978)
214
—

$

136,264
214
18,457

$ 7,448

1,409,375

$ 43,853

251,420

$ 6,978

70,000

$ 90,701

—

$

—

$

(764)

$

154,935
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Dividend Preferences
Series A—The Series A preferred shareholders are entitled to receive dividends at a rate of $0.08 per share per year. The dividends are cumulative and accrue on each
share daily, commencing on the date of issuance, whether or not earned or declared. Series A preferred dividends may not be paid if a default exists or the payment of dividends
would create a default under the Loan Agreement; or if the Company has any senior subordinated notes or subordinated notes payable outstanding or any accrued and unpaid
Series D-1, D-2, C-1, C or B preferred dividends outstanding.
Series B—The declaration and payment of Series B preferred dividends are preferential to the Series A preferred dividends. The Series B preferred shareholders are
entitled to receive dividends at a rate of $0.08 per share per year. The dividends are cumulative and accrue on each share daily, commencing on the date of issuance, whether or
not earned or declared. Series B preferred dividends may not be paid until the Company has no amounts outstanding under the senior subordinated notes and the subordinated
notes; if a default exists or the payment of dividends would create a default under the Loan Agreement; or if there are any accrued and unpaid Series D-1, D-2, C-1, or C
preferred dividends outstanding.
Series C and Series C-1—The declaration and payment of Series C and Series C-1 preferred dividends are preferential to the Series A and B preferred dividends. The
Series C and Series C-1 preferred shareholders are generally entitled to receive dividends at the rate of 15%, compounded annually from March 9, 1999, of the redemption price
of $19.689579 per share annually beginning September 30, 2001. The dividends are cumulative and compounded annually and the dividend rate increases each year as defined
in the Articles of Incorporation. Series C and Series C-1 preferred dividends may not be paid until the Company has no amounts outstanding under the senior subordinated
notes and the subordinated notes; or if a default exists or the payment of dividends would create a default under the Loan Agreement; or if there are any accrued and unpaid
Series D-1 or Series D-2 preferred dividends outstanding.
Series D-1 and Series D-2 —The declaration and payment of Series D-1 and Series D-2 preferred dividends are preferential to the Series A, B, C, and C-1 preferred
dividends.
The Series D-1 and Series D-2 preferred shareholders are entitled to receive dividends at the rate of 13.5% per annum on the sum of $1,000 per share and the amount of
any prior accrued or declared but unpaid dividends. Dividends are cumulative and compound semiannually. Series D-1 and Series D-2 preferred dividends may not be paid if a
default exists or the payment of dividends would create a default under the Loan Agreement, or if the Company has any senior subordinated notes or subordinated notes payable
outstanding.
As of June 30, 2003 and 2002, the aggregate cumulative preferred dividends accrued for Series A, B, C, C-1, D-1 preferred stock were $43,999,000 and $25,542,000,
respectively. The accrued preferred dividends are included in the carrying value of each Series of redeemable convertible preferred stock.
Voting Rights
The Series A, C, and D-1 preferred shareholders can vote in conjunction with the Class A common shareholders on an as-if-converted basis on all matters to come before
the shareholders of the Company, and Class A common shareholders shall not be entitled to vote as a class on any matter. The Series B preferred shareholders are entitled to
vote on only certain matters as defined by the Articles of Incorporation. The Series C-1 and Series D-2 preferred shareholders have no right to vote their shares except as
mandated by law and in certain limited circumstances defined by the Articles of Incorporation. The Company cannot, without first obtaining the approval or consent of the
holders of at least two-thirds of the Series A preferred stock, voting
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separately as a Series, or of the Series B preferred stock, voting separately as a Series, or of the Series C preferred stock, voting separately as a Series, amend its Articles of
Incorporation to increase the number of shares of the Series or adversely affect or impair its rights; purchase or redeem any capital stock or any other equity securities or declare
or pay any dividend or other distribution thereon, except in accordance with the Articles of Incorporation. The Series C-1 preferred stock, voting separately as a Series, must
also approve any such amendment to the Articles of Incorporation. A majority of the Series D-1 preferred stock, voting separately as a series, is also required to amend the
provisions of the Articles of Incorporation regarding the capitalization of the Company and the rights and privileges of the Company’s equity securities. Each of the Series A, B,
and D-1 preferred stock, voting as separate Series, must approve various other actions, including issuance of capital stock and conducting certain business transactions.
Conversion Rights
At June 30, 2003, each share of Series A preferred stock is convertible into 1.25125 shares of Class A common stock, subject to adjustment, at any time at the holder’s
option. As of June 30, 2003, each share of Series C preferred stock was convertible into 1.65828 shares of Class A common stock, subject to adjustment, at any time at the
holder’s option. In addition, each share of Series A and C preferred stock shall automatically be converted into shares of Class A common stock at the then effective respective
conversion price immediately upon the closing of a qualified public offering, where the price per share, prior to underwriting discounts and commissions, is greater than or equal
to $3.00 per share in the case of the Series A and $28.00 per share in the case of the Series C.
Subject to the aforementioned restrictions, accrued and unpaid dividends on the Series A and Series C preferred stock are payable in cash to the shareholders upon
conversion of the stock into Class A common stock or, at the option of the Company with regard to Series A preferred stock, a number of shares of Class A common stock
having a fair market value, on the date of conversion, equal to the accrued but unpaid dividends.
Upon the closing of a qualified public offering where the price per share, prior to underwriting discounts and commissions, is greater than or equal to $3.00 per share,
each share of Series B preferred stock, at the option of the holder, can be converted into shares of Class A common stock as determined by dividing the Series B Redemption
Price (as defined) at the time of the public offering by the per share public offering price.
At any time, holders of Series D-1 preferred stock may convert their shares into an equal number of shares of Series D-2 and into shares of Class A common stock. The
Series D-1 preferred stock is automatically convertible into shares of Series D-2 preferred stock and shares of Class A common stock upon the closing of a public offering of
Class A common stock at a price of at least $28 per share. The conversion ratio is subject to adjustment for future issuances of common stock. The minimum aggregate number
of shares into which the Series D-1 would convert would result in the holders of Series D-1 preferred stock owning 3,336,596 shares of Class A common stock as of June 30,
2003.
Series C-1 and Series D-2 preferred stock are not convertible into any other equity security.
Mandatory Redemption Rights
Subject to the rights of Series D-1 preferred shareholders to initiate a sale of the Company prior to redemption, at any time after July 31, 2007 (the Redemption Date) and
at the election of the holders of a majority of each of the Series A, B, C and C-1 preferred stock, the Company shall redeem all of the preferred stock of the Series making such
demand outstanding on the redemption date up to the maximum amount the Company may lawfully redeem from funds legally available. At the Redemption Date, the Company
shall pay in cash a sum per
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share (as adjusted to reflect any recapitalization) equal to $1 per share for each of the Series A and Series B and $19.68958 per share for each of the Series C and Series C-1,
along with any accrued or declared but unpaid dividends.
The Series B preferred stock must also be redeemed by the Company upon the closing of a qualified public offering, up to the maximum amount the Company may
lawfully redeem from the funds legally available. The Company shall pay in cash a sum per share (as adjusted to reflect any recapitalization) equal to $1 per share, along with
any accrued or declared but unpaid dividends; provided that if any shares of Series D preferred stock are outstanding, each holder of Series B preferred stock will receive in lieu
of cash a number of shares of Class A common stock determined by dividing the Series B redemption price (as defined) at the time of the qualified public offering by the public
offering price.
The Series C and Series C-1 preferred shareholders together can also elect to require redemption of their shares at a time prior to the closing of a qualified public offering
provided that certain preferred shareholders do not own 28.5% of the voting stock of the Company at that time. The Series C-1 preferred stock must be redeemed by the
Company upon closing of its initial public offering of Class A common stock at the same redemption price as above, up to the maximum amount the Company may lawfully
redeem from the funds legally available.
The Series D-1 preferred stock is not redeemable. The Series D-2 preferred stock is only redeemable upon the closing of a qualified public offering. The Series D-2
preferred stock must be redeemed upon closing of a qualified public offering (as defined) and, under certain circumstances, a portion of the underlying Class A common stock
issued upon conversion of the Series D-1 preferred stock may also be redeemed.
The redemption price for the Series D-2 preferred stock is $1,000 per share, along with any accrued or declared but unpaid dividends. The redemption price for the
underlying Class A common stock, if shares are required to be redeemed, is the same price per share as sold in the initial public offering. The Company is prohibited from
making an initial public offering if it will not be able to redeem the Series D-2 preferred stock and any required underlying Class A common stock. There are no Series D-2
preferred shares outstanding as of June 30, 2003.
Holders of the majority of Series D-1 preferred stock (or underlying Class A common stock into which it was converted) may, at any time after the earlier of July 31,
2007 or the date that the holders of Series A preferred stock, Series B preferred stock, Series C preferred stock, or Series C-1 preferred stock have demanded a redemption of
their shares, initiate procedures for the sale of the Company.
The Company cannot redeem any Series of preferred stock while the senior subordinated notes or the subordinated notes are outstanding or if prohibited under the Loan
Agreement. Upon the Redemption Date, any legal funds available will be distributed to the redemption of the Series D-1 and D-2 preferred stock first, and, thereafter, to the
Series C and C-1 preferred stock, and, thereafter, to the redemption of the Series B preferred stock, and, thereafter, to the redemption of the Series A preferred stock.
Liquidation Preference
The Series D-1 and Series D-2 preferred shareholders are entitled to receive, prior and in preference to any distribution of any of the assets or surplus funds of the
Company to the holders of the Series A preferred stock, Series B preferred stock, Series C preferred stock, Series C-1 preferred stock and Class A and Class B common stock,
their entire liquidation preference. The Series D-1 preferred shareholders are entitled to a liquidation preference of $1,000 per share plus any accrued or declared but unpaid
dividends. The holders of Series D-2
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preferred stock and underlying Class A common stock issued upon conversion of Series D-1 preferred stock are entitled to a liquidation preference of a combined amount of
$1,000 per share plus any accrued or declared but unpaid dividends. If there are insufficient funds to pay the full redemption amounts, the available funds will be distributed
ratably among the holders of Series D-1 preferred stock and Series D-2 preferred stock in proportion to their respective liquidation values.
Along with the holders of the Class A and B common stock, the Series A and Series D-1 preferred shareholders shall, after payment in full of the preferential liquidation
amounts, be entitled to share ratably in any remaining assets and surplus funds of the Company as determined by assuming the conversion of all the Series A and Series D-1
preferred stock into Class A common stock.
The Series C and Series C-1 preferred shareholders are entitled to receive, prior and in preference to any distribution of any of the assets or surplus funds of the Company
to the holders of the Series A preferred stock, Series B preferred stock, and common stock, their entire liquidation preference. The Series C preferred shareholders are entitled to
a liquidation preference of the greater of $19.68958 per share plus any accrued or declared but unpaid dividends or the amount the holders of Series C preferred stock would be
entitled pro rata, together with the Series A preferred stock, the Series D-1 preferred stock and the Class A common stock upon liquidation assuming a conversion of the Series
C preferred stock into the greatest number of shares of Class A common stock into which it can be converted. The Series C-1 preferred shareholders are entitled to a liquidation
preference of $19.68958 per share plus any accrued or declared but unpaid dividends. If there are insufficient funds to pay the full redemption amounts, the available funds will
be distributed ratably among the holders of Series C preferred stock and Series C-1 preferred stock in proportion to their respective liquidation values.
The Series B preferred shareholders are entitled to receive, prior to and in preference to any liquidation preference payments to the Series A preferred or common
shareholders, a liquidation preference of $1 per share plus any accrued or declared but unpaid dividends. The Series B preferred shareholders do not share in any remaining
assets and surplus funds of the Company after payment of their preferential liquidation amounts.
The Series A preferred shareholders are entitled to receive, prior and in preference to any distribution of any of the assets or surplus funds of the Company to the holders
of the common stock, a liquidation preference of $1 per share plus any accrued or declared but unpaid dividends. Along with the holders of the Class A and B common stock,
the Series A and Series D-1 preferred shareholders shall, after payment in full of the preferential liquidation amounts, be entitled to share ratably in any remaining assets and
surplus funds of the Company as determined by assuming the conversion of all the Series A and Series D-1 preferred stock into Class A common stock.
As of June 30, 2003, the Series A, B, C, C-1, D-1 preferred stock have aggregate liquidation values of $6,719,000, $7,448,000, $43,853,000, $6,978,000, and
$90,701,000, respectively.
5. Shareholders’ Net Capital Deficiency
Common Stock
The Class A common shareholders are entitled to one vote per share on all matters voted on by the shareholders of the Company. The Class B common stock has no
voting rights. However, at any time, each holder of Class B common stock is entitled to convert any and all shares of Class B common stock into the same number of shares of
Class A common stock. Shares of Class B common stock which are converted into shares of Class A common stock will not be reissued.
The Company has reserved the following shares of common stock for future issuance: 15,678,739 shares for the conversion of preferred stock and 3,614,456 shares for
the exercise of stock options and warrants.
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Stock Warrants
On November 10, 1994, in conjunction with a prior credit agreement, the Company issued 367,238 warrants at fair market value. The agreement required the Company
to issue the lender warrants to acquire shares of Class B common stock. Each warrant is exercisable at $0.01 per share and expires on November 10, 2004.
In conjunction with the Company’s various financing transactions, the Company issued, at fair market value, warrants to purchase 319,274 shares of Class A common
stock during May 1996, warrants to purchase 147,927 shares of Class A common stock during November 1996, warrants to purchase 1,064,256 shares of Class A common
stock during May 1997, and warrants to purchase 1,616,761 shares of Class A common stock during January 2002. Each warrant is exercisable at $0.01 per share and expires
between June 30, 2003 and January 17, 2012.
6. Restricted Stock and Stock Option Plan
The Company’s Board of Directors is authorized, under the Company’s 1999 Stock Option Plan (the 1999 Plan), to award options to purchase up to 150,000 shares of
Class A common stock to its officers and employees. On April 27, 2001, the Company adopted the 2001 Stock Option Plan (the 2001 Plan), which allows the Company’s Board
of Directors to award options to purchase up to 250,000 shares of Class A common stock to its officers and employees. During the year ended June 30, 2003, 25,000 options
were granted under the 1999 Plan and no options were granted under the 2001 Plan.
Options granted to date vest ratably over periods not exceeding five years, as specified by the option agreements. On May 22, 1997, the Company amended existing
stock option agreements to allow officers and employees to exercise any unvested options outstanding. However, any common stock acquired by an officer or employee
exercising their options is restricted stock until it vests in accordance with the vesting schedule of the original stock option agreement. Until the officer or employee has a vested
interest in the stock, the officer or employee cannot sell the stock; however, the Company can repurchase the stock at any time during the vesting period.
On April 19, 2002, the Company issued 518,657 shares of Class A common stock to its officers and employees in the form of restricted stock. All shares were issued at
a purchase price of $0.01 per share. Of this amount, 291,998 shares were fully vested on date of issuance. The remaining 226,659 shares vest 20% on date of issuance and 20%
per year over a four year period.
Stock option transactions for years ended June 30 are summarized as follows:
2003

Number of
Options

2002
Weighted
Average
Exercise
Price

Number of
Options

2001
Weighted
Average
Exercise
Price

Number of
Options

Weighted
Average
Exercise
Price

Options outstanding at beginning of year
Options granted
Options forfeited
Options exercised

76,000
25,000
(2,000)
—

$

19.21
1.00
20.00
—

90,500
—
(9,500)
(5,000)

$

18.02
—
20.00
0.01

113,470
38,000
(16,000)
(44,970)

$

9.83
20.00
15.31
0.01

Options outstanding at end of year

99,000

$

14.60

76,000

$

19.21

90,500

$

18.02

Options exercisable at end of year

55,100

$

18.57

40,700

$

18.53

33,700

$

15.25

$

.15

$

—

$

3.98

Weighted average grant date fair value of options granted during
the year
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The following table summarizes information about stock options outstanding at June 30, 2003:
Exercise Prices

Stock Options
Outstanding

Stock Options
Exercisable

Contractual Life

$0.01
1.00
20.00

3,000
25,000
71,000

3,000
1,000
51,100

.58
9.33
6.79

99,000

55,100

See Note 1 for comparisons of net income as reported and as adjusted for the pro-forma effects of determining compensation expense in accordance with FAS 123.
The fair value for the options was estimated at the date of grant using a minimum value option pricing model and the following assumptions: weighted average risk-free
interest rate of 5.5%, no dividends expected to be declared, and a weighted average expected life of the option of three years.
7. Income Taxes
The provision for income taxes consists of the following (in thousands):

Current federal
Current state
Total current
Deferred federal
Deferred state
Total deferred
Total provision for income taxes

2003

2002

2001

$ 8,253
1,172

$ 8,163
1,102

$ 4,728
592

9,425
(5,182)
(860)

9,265
(5,753)
(488)

5,320
(3,901)
(526)

(6,042)

(6,241)

(4,427)

$ 3,383

$ 3,024

$

893

The differences in income taxes provided and the amounts determined by applying the federal statutory tax rate to the income before income taxes results in the
following (in thousands):

Tax at statutory rate
Add (deduct):
Nondeductible expenses
State tax (net of federal benefit)
Other

2003

2002

2001

$ 3,003

$ 2,690

$ 813

25
308
47

Total provision for income taxes

$ 3,383
F-20

14
349
(29)
$ 3,024

16
67
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The components of net deferred income tax assets as of June 30 are as follows (in thousands):

Deferred income tax assets:
Book over tax depreciation and amortization
Allowance for doubtful accounts
Deferred revenue
Accrued expenses
Total deferred tax assets
Deferred income tax liabilities:
Other

2003

2002

$ 21,038
524
1,506
502

$ 15,489
431
1,258
495

23,570

17,673

(138)

Net deferred tax asset

$ 23,432

(285)
$ 17,388

8. Employee Benefit Plan
The Company maintains a tax-qualified, defined contribution plan that meets the requirements of Section 401(k) of the Internal Revenue Code (the Monitronics 401(k)
Plan). For the year ended June 30, 2003, the Company, at its election, made contributions to the Monitronics 401(k) Plan. These contributions were allocated among
participants based upon the respective contributions made by the participants through salary reductions during the applicable plan year. The Company’s matching contribution
is made in cash. For the years ended June 30, 2003, 2002 and 2001, the Company made a matching cash contribution to the plan of approximately $38,000, $41,000 and
$37,000, respectively. The funds of the plan are deposited with a trustee and invested at each participant’s option in one or more investment funds.
9. Commitments and Contingencies
The Company leases certain office space and equipment under various noncancelable operating leases. Certain leases have rent escalation clauses associated with them.
At June 30, 2003, future minimum payments under such leases are as follows (in thousands):
2004
2005
2006
2007

$ 501
493
262
23

Total minimum lease payments

$1,279

Rental expense for all operating leases was approximately $601,000, $627,000 and $527,000 for the years ended June 30, 2003, 2002 and 2001, respectively.
The Company is subject to various legal proceedings and claims that arise in the ordinary course of its business. In the opinion of management, the amount of ultimate
liability with respect to these actions will not have a material impact on the financial position or results of operations of the Company.
10. Subsequent Event
Concurrent with the Subordinated note offering (see Note 3), the Company entered into an agreement to pay its president and chief executive officer a $2.0 million
transaction fee in cash within 90 days after the closing of the offering. Additionally, the agreement allows the officer to require the company to purchase 400,000 shares of his
Class A common stock for $1.0 million in cash and also allows him the right to sell up to $500,000 in value of his Class A common stock to the Company in each of the next
five fiscal years at a purchase price per share based upon a multiple of cash flow.
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$160,000,000 11 3/4 % Senior Subordinated Notes due 2010

PROSPECTUS
, 2003

We have not authorized any dealer, salesperson, or other person to give any information or represent anything not contained in this prospectus or the letter of transmittal.
This prospectus and the letter of transmittal do not offer to sell or ask you to by any securities in any jurisdiction where it is unlawful.
Until
, all dealers that effect transactions in these securities, whether or not participating in this offering, may be required to deliver a prospectus. This is an
addition to the dealers’ obligation to deliver a prospectus when acting as underwriters and with respect to their unsold allotments or subscriptions.
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PART II
INFORMATION NOT REQUIRED IN PROSPECTUS
Item 20. Indemnification of Directors and Officers
Article 2.02-1 of the Texas Business Corporation Act (the “TBCA”) provides that Monitronics International, Inc. (the “Company”), as a Texas corporation, may
indemnify a person who was, is or is threatened to be made a named defendant or respondent in a proceeding because the person is or was a director or officer against
judgments, penalties, fines, settlements and reasonable expenses (including court costs and attorneys’ fees) actually incurred by the person in connection with the proceeding if
such person acted in good faith, in a manner reasonably believed to be not opposed to the best interests of the Company, and, with respect to any criminal proceeding, had no
reasonable cause to believe his conduct was unlawful. The Company is required by Article 2.02-1 of the TBCA to indemnify a director or officer against reasonable expenses
(including court costs and attorneys’ fees) incurred by him in connection with a proceeding in which he is a named defendant or respondent because he is or was a director or
officer if he has been wholly successful, on the merits or otherwise, in the defense of the proceeding. The statute provides that indemnification pursuant to its provisions is not
exclusive of other rights of indemnification to which a person may be entitled under any bylaw, agreement, vote of shareholders or disinterested directors, or otherwise.
The Company’s Bylaws provide for the indemnification of all current and former directors and officers to the fullest extent permitted by the TBCA.
The Company has entered into indemnification agreements with its directors and executive officers, and intends to enter into indemnification agreements with any new
directors and executive officers in the future.
Item 21. Exhibits and Financial Statement Schedules
a) Exhibits. The following exhibits are filed as part of this Registration Statement:
Exhibit
Number

Description

3.1

Restated Articles of Incorporation of Monitronics International, Inc.

3.2

Bylaws of Monitronics International, Inc.

4.1

Form of Global Note for the 11¾% Senior Subordinated Notes due 2010 of Monitronics International, Inc. (contained as an exhibit to Exhibit 4.2 hereto)

4.2

Indenture, dated as of August 25, 2003, by and between Monitronics International, Inc. and The Bank of New York Trust Company of Florida, N.A. with
respect to the 11¾% Senior Subordinated Notes due 2010

4.3

Registration Rights Agreement, dated as of August 25, 2003, by and among Monitronics International, Inc. and Banc of America Securities LLC, Fleet
Securities, Inc., ABN AMRO Incorporated, Banc One Capital Markets, Inc., Harris Nesbitt Corp., Natcity Investments, Inc., U.S. Bancorp Piper Jaffray
Inc. and Wells Fargo Securities, LLC

5.1

Opinion of Vinson & Elkins L.L.P.
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10.1

Credit Agreement, dated as of August 25, 2003, by and among Monitronics International, Inc., the lenders (named therein), Fleet National Bank, as
administrative agent for each of the other credit parties thereto, and Bank of America, N.A., as syndication agent for each of the other credit parties thereto

10.2

Security Agreement, dated as of August 25, 2003, by and among Monitronics International, Inc., each of the subsidiaries of Monitronics International, Inc.
from time to time party thereto and Fleet National Bank, as administrative agent for the lenders from time to time party to the Credit Agreement dated August
25, 2003

10.3

Collateral Patent, Trademark, Copyright and License Agreement, dated August 25, 2003, by and among Monitronics International, Inc. and Fleet National
Bank, as administrative agent for the lenders from time to time party to the Credit Agreement dated August 25, 2003

10.4

Guarantee Agreement, dated as of August 25, 2003, by and among Monitronics International, Inc., each of the subsidiaries of Monitronics International, Inc.
from time to time party thereto and Fleet National Bank, as administrative agent under the Credit Agreement dated August 25, 2003

10.5

Affiliate Subordination Agreement, dated as of August 25, 2003, by and among Austin Ventures III-A, L.P., Austin Ventures III-B, L.P., Austin Ventures V,
L.P., Austin Ventures V Affiliates Fund, L.P., Capital Resource Lenders II, L.P., Capital Resource Partners II, L.P., ABRY Partners IV, L.P., ABRY
Investment Partnership, L.P., Windward Capital Partners II, L.P., Windward Capital LP II, LLC, The Northwestern Mutual Life Insurance Company, Hull
Family Limited Partnership, James Hull, Robert Sherman, Michael Gregory, Michael Meyers, and Stephen Hedrick, as subordinated creditors, and Fleet
National Bank, as secured party for the lenders from time to time party to the Credit Agreement dated August 25, 2003

10.6

Intercreditor and Subordination Agreement, dated as of August 25, 2003, by and among Monitronics International, Inc., The Northwestern Mutual Life
Insurance Company and The Bank of New York Trust Company of Florida, N.A.

10.7

Intercreditor and Subordination Agreement, dated as of August 25, 2003 by and among Monitronics International, Inc., Fleet National Bank, as
administrative agent for the lenders from time to time party to the Credit Agreement, and The Northwestern Mutual Life Insurance Company

10.8

Pledge Agreement, dated as of August 25, 2003, by and between The Northwestern Mutual Life Insurance Company, as pledgor, and Fleet National Bank, as
administrative agent for the lenders from time to time party to the Credit Agreement dated August 25, 2003

10.9

Pledge Agreement, dated as of August 25, 2003, by and among Austin Ventures III-A, L.P., Austin Ventures III-B, L.P., Austin Ventures V, L.P., Austin
Ventures V Affiliates Fund, L.P., Capital Resource Lenders II, L.P., Capital Resource Partners II, L.P., ABRY Partners IV, L.P., ABRY Investment
Partnership, L.P., Windward Capital Partners II, L.P., Windward Capital LP II, LLC, Hull Family Limited Partnership, James Hull, Robert Sherman, Michael
Gregory, Michael Meyers, and Stephen Hedrick, as pledgors, and Fleet National Bank, as administrative agent for the lenders from time to time party to the
Credit Agreement dated August 25, 2003

10.10

Warrant Agreement, dated November 10, 1994, by and between AV Alarm, Inc. (now known as Monitronics International, Inc.) and Heller Financial, Inc.

10.11

First Amendment to Warrant Agreement, dated August 12, 1998, by and between Monitronics International, Inc. and Heller Financial, Inc.

10.12

Take-Along/Drag-Along Rights Agreement, dated November 10, 1994, by and among Austin Ventures III-A, L.P., Austin Ventures III-B, L.P. and Heller
Financial, Inc.
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10.13

Stock Purchase Agreement, dated October 21, 1994, among AV Alarm, Inc. (now known as Monitronics International, Inc.) and Austin Ventures, III-A, L.P.
and Austin Ventures, III-B, L.P.

10.14

Affiliate Registration Agreement, dated October 21, 1994, by and among AV Alarm, Inc. (now known as Monitronics International, Inc.) and James R. Hull

10.15

Amendment to Affiliate Registration Agreement, dated November 10, 1994, by and among AV Alarm, Inc. (now known as Monitronics International, Inc.)
and James R. Hull, as shareholder, and Austin Ventures III-A, L.P. and Austin Ventures III-B, L.P., as purchasers

10.16

Third Amended and Restated Co-Sale Agreement, dated January 18, 2002, by and among Monitronics International, Inc. and Austin Ventures III-A, L.P.,
Austin Ventures III-B, L.P., Austin Ventures V, L.P., Austin Ventures V Affiliates Fund, L.P., Capital Resource Lenders II, L.P., Windward Capital Partners
II, L.P., Windward Capital LP II, LLC, ABRY Partners IV, L.P., ABRY Investment Partnership, L.P., The Northwestern Mutual Life Insurance Company, as
purchasers, and Hull Family Limited Partnership, L.P. and Robert N. Sherman, as common shareholders

10.17

Fourth Amended and Restated Registration Agreement, dated January 18, 2002, by and among Monitronics International, Inc., and Austin Ventures III-A,
L.P., Austin Ventures III-B, L.P., Austin Ventures V, L.P., Austin Ventures V Affiliates Fund, L.P., Capital Resource Lenders II, L.P., Windward Capital
Partners II, L.P., Windward Capital LP II, LLC, ABRY Partners IV, L.P., ABRY Investment Partnership, L.P., and The Northwestern Mutual Life Insurance
Company, as purchasers

10.18

Series B Preferred Stock and Warrant Purchase Agreement, dated May 19, 1997, by and among Monitronics International, Inc. and Capital Resource
Lenders II, L.P. and Austin Ventures V, L.P., as purchasers

10.19

Series C Preferred Stock Purchase Agreement, dated February 22, 1999, by and among Monitronics International, Inc. and Capital Resource Lenders II, L.P.,
Windward Capital Partners II, L.P., and Windward Capital L.P. II, LLC, as purchasers

10.20

Amendment Agreement, dated November 22, 1996, by and among Monitronics International, Inc. and Austin Ventures III-A, L.P., Austin Ventures III-B,
L.P., Capital Resource Lenders II, L.P., James R. Hull and Robert N. Sherman, as security holders

10.21

Second Amendment Agreement, dated May 19, 1997, by and among Monitronics International, Inc. and Austin Ventures III-A, L.P., Austin Ventures III-B,
L.P., Austin Ventures V, L.P., Capital Resource Lenders II, L.P., James R. Hull and Robert N. Sherman, as security holders

10.22

Transfer, Assignment and Assumption Agreement and Third Amendment Agreement, dated December 31, 1997, by and among Monitronics International,
Inc., Austin Ventures III-A, L.P., Austin Ventures III-B, L.P., Austin Ventures V, L.P., Austin Ventures V Affiliates Fund, L.P., Capital Resource Lenders II,
L.P., James R. Hull, Robert N. Sherman, Michael Meyers, Stephen Hedrick, and Michael Gregory, as security holders, and Canadian Imperial Bank of
Commerce, as administrative agent, CIBC Inc., as lender, State Street Bank and Trust Company, individually and as documentation agent, Heller Financial,
Inc., and BankBoston, N.A., as lenders

10.23

Transfer, Assignment and Assumption Agreement and Fourth Amendment Agreement, dated July 22, 1998, by and among Monitronics International, Inc.
and Austin Ventures III-A, L.P., Austin Ventures III-B, L.P., Austin Ventures V, L.P., Austin Ventures V Affiliates Fund, L.P., Capital Resource Lenders II,
L.P., James R. Hull, Hull Family Limited Partnership, Robert N. Sherman, Michael Meyers, Stephen Hedrick, and Michael Gregory, as security holders, and
Canadian Imperial Bank of Commerce, as administrative agent, CIBC Inc., as lender, State Street Bank and Trust Company, individually and as
documentation agent, Heller Financial, Inc., and BankBoston, N.A., as lenders
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10.24

Fifth Amendment Agreement, dated March 9, 1999, by and among Monitronics International, Inc. and Austin Ventures III-A, L.P., Austin Ventures III-B,
L.P., Austin Ventures V, L.P., Austin Ventures V Affiliates Fund, L.P., Capital Resource Lenders II, L.P., Hull Family Limited Partnership, L.P., Robert N.
Sherman, Michael Meyers, Stephen Hedrick, and Michael Gregory, as security holders, and Capital Resource Lenders II, L.P., Windward Capital Partners II,
L.P., Windward Capital LP II, LLC, as purchasers

10.25

Sixth Amendment Agreement, dated April 27, 2001, by and among Monitronics International, Inc. and Austin Ventures III-A, L.P., Austin Ventures III-B,
L.P., Austin Ventures V, L.P., Austin Ventures V Affiliates Fund, L.P., Capital Resource Lenders II, L.P., Windward Capital Partners II, L.P., Windward
Capital LP II, LLC, Hull Family Limited Partnership, L.P., Robert N. Sherman, Michael Meyers, Stephen Hedrick, and Michael Gregory, as security holders,
and ABRY Partners IV, L.P. and ABRY Investment Partnership, L.P., as purchasers

10.26

Seventh Amendment Agreement, dated January 18, 2002, by and among Monitronics International, Inc. and Austin Ventures III-A, L.P., Austin Ventures
III-B, L.P., Austin Ventures V, L.P., Austin Ventures V Affiliates Fund, L.P., Capital Resource Lenders II, L.P., Windward Capital Partners II, L.P.,
Windward Capital LP II, LLC, ABRY Partners IV, L.P. and ABRY Investment Partnership, L.P., Hull Family Limited Partnership, L.P., Robert N. Sherman,
Michael Meyers, Stephen Hedrick, and Michael Gregory, as security holders, and The Northwestern Mutual Life Insurance Company, as purchaser

10.27

Fourth Amended and Restated Shareholders Agreement, dated January 18, 2002, by and among Monitronics International, Inc. and Austin Ventures III-A,
L.P., Austin Ventures III-B, L.P., Austin Ventures V, L.P., Austin Ventures V Affiliates Fund, L.P., Capital Resource Lenders II, L.P., Windward Capital
Partners II, L.P., Windward Capital LP II, LLC, ABRY Partners IV, L.P., ABRY Investment Partnership, L.P., The Northwestern Mutual Life Insurance
Company, as purchasers, Hull Family Limited Partnership, L.P., Robert N. Sherman, Michael Meyers, Stephen Hedrick, and Michael Gregory, as common
shareholders

10.28

Series D-1 Preferred Stock Purchase Agreement, dated April 27, 2001, by and among Monitronics International, Inc., ABRY Partners IV, L.P. and ABRY
Investment Partnership, L.P.

10.29

First Amendment to Series D-1 Preferred Stock Purchase Agreement, dated January 18, 2002, by and among Monitronics International, Inc. and ABRY
Partners IV, L.P., ABRY Investment Partnership, L.P. and Capital Resource Lenders II, L.P.

10.30

Subordinated Note and Warrant Purchase Agreement, dated January 18, 2002, by and between Monitronics International, Inc. and The Northwestern Mutual
Life Insurance Company

10.31

First Amendment to Subordinated Note and Warrant Purchase Agreement, dated August 25, 2003, by and between Monitronics International, Inc. and The
Northwestern Mutual Life Insurance Company

10.32

Preferred Stock Subordination Agreement, dated May 10, 1996, by and among Monitronics International, Inc. and Capital Resource Lenders II, L.P., Austin
Ventures III-A, L.P., Austin Ventures III-B, L.P., as purchasers, and Austin Ventures III-A, L.P. and Austin Ventures III-B, L.P., as preferred shareholders

10.33

Employment Agreement, effective as of October 21, 1994, by and between AV Alarm, Inc. (now known as Monitronics International, Inc.) and James R.
Hull

10.34

Agreement, dated as of August 18, 2003, by and between James R. Hull and Monitronics International, Inc.
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10.35

Employment Agreement, effective as of October 21, 1994, by and between AV Alarm, Inc. (now known as Monitronics International, Inc.) and Robert N.
Sherman

10.36

Employment Agreement, effective as of February 1, 1995, by and between AV Alarm, Inc. (now known as Monitronics International, Inc.) and Michael D.
Gregory

10.37

Form of Indemnification Agreement by and between Monitronics International, Inc. and each of James R. Hull, Blaine F. Wesner, Kenneth P. DeAngelis,
Peter S. Macdonald, Stephen M. Jenks, John Dirvin and Jay M. Grossman

10.38

Form of Indemnification Agreement by and between Monitronics International, Inc. and each of Michael R. Meyers, Robert N. Sherman, Stephen M.
Hedrick, Michael D. Gregory, Barry P. Johnson and Rick L. Hudson

10.39

Commercial Lease Agreement, dated April 24, 2000, by and between Monitronics International, Inc. and Valley View Tech, Inc.

10.40

Commercial Lease Agreement, dated June 22, 1998, by and between Monitronics International, Inc. and Valley View Tech, Inc.

10.41

First Amendment to Commercial Lease Agreement, dated April 24, 2000, by and between Monitronics International, Inc. and Valley View Tech, Inc.

10.42

Second Amendment to Commercial Lease Agreement, dated September 27, 2001, by and between Monitronics International, Inc. and Valley View Tech,
Inc.

10.43

Commercial Lease Agreement, dated March 18, 1999, by and between Monitronics International, Inc. and Valley View Tech, Inc.

10.44

First Amendment of Lease, dated April 24, 2000, by and between Monitronics International, Inc. and Valley View Tech, Inc.

10.45

Commercial Lease Agreement, dated December 9, 1991, by and between My Alarm, Inc. (now known as Monitronics International, Inc.) and TDC Dallas
Partners No.2, Ltd.

10.46

First Amendment of Lease, dated February 17, 1997, by and between Monitronics International, Inc. and TDC Dallas Partners No. 2, Ltd.

10.47

Second Amendment of Lease, dated September 17, 1997, by and between Monitronics International, Inc. and TDC Dallas Partners No. 2, Ltd.

10.48

Third Amendment of Lease, dated August 31, 2001, by and between Monitronics International, Inc. and MRP/VV, L.P.

10.49

1999 Stock Option Plan of Monitronics International, Inc.

10.50

2001 Stock Option Plan of Monitronics International, Inc.

10.51

Employment Agreement, effective as of September 1, 2003, by and between Monitronics International, Inc. and Michael R. Meyers

12.1

Computation of ratio of earnings to fixed charges

12.2

Computation of pro forma ratio of earnings to fixed charges

23.1

Consent of Ernst & Young LLP

23.2

Consent of Vinson & Elkins L.L.P. (set forth in Exhibit 5.1 hereof)

24.1

Power of Attorney (set forth on signature page)

25.1

Form T-1 of The Bank of New York Trust Company of Florida, N.A.

99.1

Form of Letter of Transmittal for 11 3/ 4% Senior Subordinated Notes due 2010
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99.2

Form of Notice of Guaranteed Delivery of 11 3/ 4% Senior Subordinated Notes due 2010

99.3

Form of Letter to Registered Holders and DTC Participants

99.4

Form of Letter to Clients

b) Financial Statement Schedules. The following financial statment schedule of the Company is submitted herewith:
Schedule II — Valuation and Qualifying Accounts and Reserves
All other schedules for which provision is made in the applicable accounting regulation of the Securities and Exchange Commission are not required under
the related instructions or are inapplicable, and therefore have been omitted.
Item 22. Undertakings
The undersigned registrant hereby undertakes:
(1) To file, during any period in which offers or sales are being made, a post-effective amendment to this registration statement:
(i) To include any prospectus required by section 10(a)(3) of the Securities Act of 1933;
(ii) To reflect in the prospectus any facts or events arising after the effective date of the registration statement (or the most recent post-effective amendment
thereof) which, individually or in the aggregate, represent a fundamental change in the information set forth in the registration statement. Notwithstanding the
foregoing, any increase or decrease in volume of securities offered (if the total dollar value of securities offered would not exceed that which was registered) and
any deviation from the low or high end of the estimated maximum offering range may be reflected in the form of prospectus filed with the Securities and Exchange
Commission pursuant to Rule 424(b) if, in the aggregate, the changes in volume and price represent no more than a 20% change in the maximum aggregate offering
price set forth in the “Calculation of Registration Fee” table in the effective registration statement;
(iii) To include any material information with respect to the plan of distribution not previously disclosed in the registration statement or any material change
to such information in the registration statement;
(2) That, for the purpose of determining any liability under the Securities Act of 1933, each such post-effective amendment shall be deemed to be a new registration
statement relating to the securities offered therein, and the offering of such securities at that time shall be deemed to be the initial bona fide offering thereof; and
(3) To remove from registration by means of a post-effective amendment any of the securities being registered which remain unsold at the termination of the
offering.
Insofar as indemnification for liabilities arising under the Securities Act of 1933 may be permitted to directors, officers and controlling persons of the registrant pursuant
to the foregoing provisions, or otherwise, the registrant has been advised that in the opinion of the Securities and Exchange Commission such indemnification is against public
policy as expressed in the Act and is, therefore, unenforceable. In the event that a claim for indemnification against such liabilities (other than the payment by the registrant of
expenses incurred or paid by a director, officer or controlling person of the registrant in the successful defense of any action, suit or proceeding) is asserted by such director,
officer or controlling person in connection with the securities being registered, the registrant will, unless in the opinion of its counsel the matter has been settled by controlling
precedent, submit to a court of appropriate jurisdiction the question whether such indemnification by it is against public policy as expressed in the Securities Act of 1933 and
will be governed by the final adjudication of such issue.
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The undersigned registrant hereby undertakes to respond to requests for information that is incorporated by reference into this prospectus pursuant to Items 4, 10(b), 11
or 13 of this Form, within one business day of receipt of such request, and to send the incorporated documents by first class mail or other equally prompt means. This includes
information contained in documents filed subsequent to the effective date of the registration statement through the date of responding to the request.
The undersigned registrant hereby undertakes to supply by means of a post-effective amendment all information concerning a transaction, and the company being
acquired involved therein, that was not the subject of and included in this registration statement when it became effective.
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SIGNATURES
Pursuant to the requirements of the Securities Act of 1933, the undersigned registrant has duly caused this Registration Statement to be signed on its behalf by
the undersigned, thereunto duly authorized, in the City of Dallas, State of Texas, on the 28th day of October, 2003.
M ONITRONICS INTERNATIONAL, INC.
By:

/s/ JAMES R. HULL
James R. Hull
Chief Executive Officer and President

Each person whose signature appears below authorizes and appoints James R. Hull and Michael R. Meyers, each of them severally, acting alone and without the other, as
his attorney-in-fact and agent, with full power of substitution and resubstitution, for him and in his name, place and stead, in any and all capacities, to sign any and all
amendments (including pre- and post-effective amendments) to this Registration Statement, and to file the same with all exhibits thereto, and other documents in connection
therewith, with the Securities and Exchange Commission, granting unto said attorneys-in-fact and agents, and each of them severally, acting alone and without the other, full
power and authority to do and perform each and every act and thing requisite or necessary to be done, as fully and for all intents and purposes as he might or could do in person,
hereby ratifying and confirming all that each of said attorneys-in-fact and agents or their substitute or substitutes may lawfully do or cause to be done by virtue hereof.
Pursuant to the requirements of the Securities Act of 1933, this Registration Statement has been signed by the following persons in the capacities indicated on
October 28, 2003.
Signature

/s/ JAMES R. HULL

Title

President, Chief Executive Officer and Chairman of the
Board (Principal Executive Officer)

James R. Hull

/s/ MICHAEL R. MEYERS
Michael R. Meyers

/s/ KENNETH P. DEANGELIS

Vice President, Chief Financial Officer and Assistant
Secretary (Principal Financial Officer and Principal
Accounting Officer)
Director

Kenneth P. DeAngelis

/s/ JOHN DIRVIN

Director

John Dirvin

/s/ JAY M. GROSSMAN

Director

Jay M. Grossman

/s/ STEPHEN M. JENKS

Director

Stephen M. Jenks

/s/ PETER S. MACDONALD

Director

Peter S. Macdonald

/s/ BLAINE F. WESNER

Director

Blaine F. Wesner
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Report of Independent Auditors
We have audited the financial statements of Monitronics International, Inc. as of June 30, 2003 and 2002, and for each of the three years in the period ended June 30,
2003, and have issued our report thereon dated August 25, 2003 (included elsewhere in this Registration Statement). Our audits also included the financial statement schedule
listed in Item 21(b) of this Registration Statement. This schedule is the responsibility of the Company’s management. Our responsibility is to express an opinion based on our
audits.
In our opinion, the financial statement schedule referred to above, when considered in relation to the basic financial statements taken as a whole, presents fairly in all
material respects the information set forth therein.
/s/ Ernst & Young LLP
Fort Worth, Texas
August 25, 2003
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SCHEDULE II
MONITRONICS INTERNATIONAL, INC.
VALUATION AND QUALIFYING ACCOUNTS AND RESERVES
For the fiscal years ended June 30, 2003, 2002, and 2001

Description

Balance at
Beginning
of Period

Charged to
Costs and
Expenses

Deductions

Balance at
End of
Period

(in thousands)

Year ended June 30, 2003
Allowance for doubtful accounts

$ 1,148

4,090

(3,840)(1)

$ 1,398

Year ended June 30, 2002
Allowance for doubtful accounts

$

732

2,515

(2,099)(1)

$ 1,148

Year ended June 30, 2001
Allowance for doubtful accounts

$

942

2,205

(2,415)(1)

$

(1)

Bad debts written off, less recoveries.

732
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Restated Articles of Incorporation of Monitronics International, Inc.

3.2

Bylaws of Monitronics International, Inc.

4.1

Form of Global Note for the 11¾% Senior Subordinated Notes due 2010 of Monitronics International, Inc. (contained as an exhibit to Exhibit 4.2 hereto)

4.2

Indenture, dated as of August 25, 2003, by and between Monitronics International, Inc. and The Bank of New York Trust Company of Florida, N.A. with
respect to the 11¾% Senior Subordinated Notes due 2010

4.3

Registration Rights Agreement, dated as of August 25, 2003, by and among Monitronics International, Inc. and Banc of America Securities LLC, Fleet
Securities, Inc., ABN AMRO Incorporated, Banc One Capital Markets, Inc., Harris Nesbitt Corp., Natcity Investments, Inc., U.S. Bancorp Piper Jaffray
Inc. and Wells Fargo Securities, LLC

5.1

Opinion of Vinson & Elkins L.L.P.

10.1

Credit Agreement, dated as of August 25, 2003, by and among Monitronics International, Inc., the lenders (named therein), Fleet National Bank, as
administrative agent for each of the other credit parties thereto, and Bank of America, N.A., as syndication agent for each of the other credit parties thereto

10.2

Security Agreement, dated as of August 25, 2003, by and among Monitronics International, Inc., each of the subsidiaries of Monitronics International, Inc.
from time to time party thereto and Fleet National Bank, as administrative agent for the lenders from time to time party to the Credit Agreement dated
August 25, 2003

10.3

Collateral Patent, Trademark, Copyright and License Agreement, dated August 25, 2003, by and among Monitronics International, Inc. and Fleet National
Bank, as administrative agent for the lenders from time to time party to the Credit Agreement dated August 25, 2003

10.4

Guarantee Agreement, dated as of August 25, 2003, by and among Monitronics International, Inc., each of the subsidiaries of Monitronics International,
Inc. from time to time party thereto and Fleet National Bank, as administrative agent under the Credit Agreement dated August 25, 2003

10.5

Affiliate Subordination Agreement, dated as of August 25, 2003, by and among Austin Ventures III-A, L.P., Austin Ventures III-B, L.P., Austin Ventures
V, L.P., Austin Ventures V Affiliates Fund, L.P., Capital Resource Lenders II, L.P., Capital Resource Partners II, L.P., ABRY Partners IV, L.P., ABRY
Investment Partnership, L.P., Windward Capital Partners II, L.P., Windward Capital LP II, LLC, The Northwestern Mutual Life Insurance Company, Hull
Family Limited Partnership, James Hull, Robert Sherman, Michael Gregory, Michael Meyers, and Stephen Hedrick, as subordinated creditors, and Fleet
National Bank, as secured party for the lenders from time to time party to the Credit Agreement dated August 25, 2003

10.6

Intercreditor and Subordination Agreement, dated as of August 25, 2003, by and among Monitronics International, Inc., The Northwestern Mutual Life
Insurance Company and The Bank of New York Trust Company of Florida, N.A.
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Intercreditor and Subordination Agreement, dated as of August 25, 2003 by and among Monitronics International, Inc., Fleet National Bank, as
administrative agent for the lenders from time to time party to the Credit Agreement, and The Northwestern Mutual Life Insurance Company

10.8

Pledge Agreement, dated as of August 25, 2003, by and between The Northwestern Mutual Life Insurance Company, as pledgor, and Fleet National Bank, as
administrative agent for the lenders from time to time party to the Credit Agreement dated August 25, 2003

10.9

Pledge Agreement, dated as of August 25, 2003, by and among Austin Ventures III-A, L.P., Austin Ventures III-B, L.P., Austin Ventures V, L.P., Austin
Ventures V Affiliates Fund, L.P., Capital Resource Lenders II, L.P., Capital Resource Partners II, L.P., ABRY Partners IV, L.P., ABRY Investment
Partnership, L.P., Windward Capital Partners II, L.P., Windward Capital LP II, LLC, Hull Family Limited Partnership, James Hull, Robert Sherman,
Michael Gregory, Michael Meyers, and Stephen Hedrick, as pledgors, and Fleet National Bank, as administrative agent for the lenders from time to time
party to the Credit Agreement dated August 25, 2003

10.10

Warrant Agreement, dated November 10, 1994, by and between AV Alarm, Inc. (now known as Monitronics International, Inc.) and Heller Financial, Inc.

10.11

First Amendment to Warrant Agreement, dated August 12, 1998, by and between Monitronics International, Inc. and Heller Financial, Inc.

10.12

Take-Along/Drag-Along Rights Agreement, dated November 10, 1994, by and among Austin Ventures III-A, L.P., Austin Ventures III-B, L.P. and Heller
Financial, Inc.

10.13

Stock Purchase Agreement, dated October 21, 1994, among AV Alarm, Inc. (now known as Monitronics International, Inc.) and Austin Ventures, III-A, L.P.
and Austin Ventures, III-B, L.P.

10.14

Affiliate Registration Agreement, dated October 21, 1994, by and among AV Alarm, Inc. (now known as Monitronics International, Inc.) and James R. Hull

10.15

Amendment to Affiliate Registration Agreement, dated November 10, 1994, by and among AV Alarm, Inc. (now known as Monitronics International, Inc.)
and James R. Hull, as shareholder, and Austin Ventures III-A, L.P. and Austin Ventures III-B, L.P., as purchasers

10.16

Third Amended and Restated Co-Sale Agreement, dated January 18, 2002, by and among Monitronics International, Inc. and Austin Ventures III-A, L.P.,
Austin Ventures III-B, L.P., Austin Ventures V, L.P., Austin Ventures V Affiliates Fund, L.P., Capital Resource Lenders II, L.P., Windward Capital Partners
II, L.P., Windward Capital LP II, LLC, ABRY Partners IV, L.P., ABRY Investment Partnership, L.P., The Northwestern Mutual Life Insurance Company, as
purchasers, and Hull Family Limited Partnership, L.P. and Robert N. Sherman, as common shareholders

10.17

Fourth Amended and Restated Registration Agreement, dated January 18, 2002, by and among Monitronics International, Inc., and Austin Ventures III-A,
L.P., Austin Ventures III-B, L.P., Austin Ventures V, L.P., Austin Ventures V Affiliates Fund, L.P., Capital Resource Lenders II, L.P., Windward Capital
Partners II, L.P., Windward Capital LP II, LLC, ABRY Partners IV, L.P., ABRY Investment Partnership, L.P., and The Northwestern Mutual Life Insurance
Company, as purchasers

10.18

Series B Preferred Stock and Warrant Purchase Agreement, dated May 19, 1997, by and among Monitronics International, Inc. and Capital Resource
Lenders II, L.P. and Austin Ventures V, L.P., as purchasers

10.19

Series C Preferred Stock Purchase Agreement, dated February 22, 1999, by and among Monitronics International, Inc. and Capital Resource Lenders II,
L.P., Windward Capital Partners II, L.P., and Windward Capital L.P. II, LLC, as purchasers
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10.20

Amendment Agreement, dated November 22, 1996, by and among Monitronics International, Inc. and Austin Ventures III-A, L.P., Austin Ventures III-B,
L.P., Capital Resource Lenders II, L.P., James R. Hull and Robert N. Sherman, as security holders

10.21

Second Amendment Agreement, dated May 19, 1997, by and among Monitronics International, Inc. and Austin Ventures III-A, L.P., Austin Ventures III-B,
L.P., Austin Ventures V, L.P., Capital Resource Lenders II, L.P., James R. Hull and Robert N. Sherman, as security holders

10.22

Transfer, Assignment and Assumption Agreement and Third Amendment Agreement, dated December 31, 1997, by and among Monitronics International,
Inc., Austin Ventures III-A, L.P., Austin Ventures III-B, L.P., Austin Ventures V, L.P., Austin Ventures V Affiliates Fund, L.P., Capital Resource Lenders
II, L.P., James R. Hull, Robert N. Sherman, Michael Meyers, Stephen Hedrick, and Michael Gregory, as security holders, and Canadian Imperial Bank of
Commerce, as administrative agent, CIBC Inc., as lender, State Street Bank and Trust Company, individually and as documentation agent, Heller Financial,
Inc., and BankBoston, N.A., as lenders

10.23

Transfer, Assignment and Assumption Agreement and Fourth Amendment Agreement, dated July 22, 1998, by and among Monitronics International, Inc.
and Austin Ventures III-A, L.P., Austin Ventures III-B, L.P., Austin Ventures V, L.P., Austin Ventures V Affiliates Fund, L.P., Capital Resource Lenders II,
L.P., James R. Hull, Hull Family Limited Partnership, Robert N. Sherman, Michael Meyers, Stephen Hedrick, and Michael Gregory, as security holders, and
Canadian Imperial Bank of Commerce, as administrative agent, CIBC Inc., as lender, State Street Bank and Trust Company, individually and as
documentation agent, Heller Financial, Inc., and BankBoston, N.A., as lenders

10.24

Fifth Amendment Agreement, dated March 9, 1999, by and among Monitronics International, Inc. and Austin Ventures III-A, L.P., Austin Ventures III-B,
L.P., Austin Ventures V, L.P., Austin Ventures V Affiliates Fund, L.P., Capital Resource Lenders II, L.P., Hull Family Limited Partnership, L.P., Robert N.
Sherman, Michael Meyers, Stephen Hedrick, and Michael Gregory, as security holders, and Capital Resource Lenders II, L.P., Windward Capital Partners II,
L.P., Windward Capital LP II, LLC, as purchasers

10.25

Sixth Amendment Agreement, dated April 27, 2001, by and among Monitronics International, Inc. and Austin Ventures III-A, L.P., Austin Ventures III-B,
L.P., Austin Ventures V, L.P., Austin Ventures V Affiliates Fund, L.P., Capital Resource Lenders II, L.P., Windward Capital Partners II, L.P., Windward
Capital LP II, LLC, Hull Family Limited Partnership, L.P., Robert N. Sherman, Michael Meyers, Stephen Hedrick, and Michael Gregory, as security holders,
and ABRY Partners IV, L.P. and ABRY Investment Partnership, L.P., as purchasers

10.26

Seventh Amendment Agreement, dated January 18, 2002, by and among Monitronics International, Inc. and Austin Ventures III-A, L.P., Austin Ventures
III-B, L.P., Austin Ventures V, L.P., Austin Ventures V Affiliates Fund, L.P., Capital Resource Lenders II, L.P., Windward Capital Partners II, L.P.,
Windward Capital LP II, LLC, ABRY Partners IV, L.P. and ABRY Investment Partnership, L.P., Hull Family Limited Partnership, L.P., Robert N. Sherman,
Michael Meyers, Stephen Hedrick, and Michael Gregory, as security holders, and The Northwestern Mutual Life Insurance Company, as purchaser

10.27

Fourth Amended and Restated Shareholders Agreement, dated January 18, 2002, by and among Monitronics International, Inc. and Austin Ventures III-A,
L.P., Austin Ventures III-B, L.P., Austin Ventures V, L.P., Austin Ventures V Affiliates Fund, L.P., Capital Resource Lenders II, L.P., Windward Capital
Partners II, L.P., Windward Capital LP II, LLC, ABRY Partners IV, L.P., ABRY Investment Partnership, L.P., The Northwestern Mutual Life Insurance
Company, as purchasers, Hull Family Limited Partnership, L.P., Robert N. Sherman, Michael Meyers, Stephen Hedrick, and Michael Gregory, as common
shareholders
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Exhibit 3.1
RESTATED ARTICLES OF INCORPORATION
OF
MONITRONICS INTERNATIONAL, INC.
October 21, 2003
ARTICLE ONE
Monitronics International, Inc., a Texas corporation (the "Corporation"),
pursuant to the provisions of Article 4.07 of the Texas Business Corporation
Act, hereby adopts these Restated Articles of Incorporation which accurately
copy the Articles of Incorporation of the Corporation and all amendments thereto
that are in effect to date and which contain no change in any provision thereof.
The Board of Directors of the Corporation approved these Restated Articles of
Incorporation on October 21, 2003.
ARTICLE TWO
The name of the Corporation is Monitronics International, Inc.
ARTICLE THREE
The following Articles of Incorporation correctly set forth without change
the Articles of Incorporation as heretofore amended and hereby supersede the
Corporation's existing Articles of Incorporation and all amendments thereto:
RESTATED ARTICLES OF INCORPORATION
OF
MONITRONICS INTERNATIONAL, INC.
ARTICLE ONE
The name of the corporation is Monitronics International, Inc.
ARTICLE TWO
The period of its duration is perpetual.
ARTICLE THREE
The purpose or purposes for which the corporation is organized are the
transaction of any and all lawful business for which a corporation may be
incorporated under the Texas Business Corporation Act.
ARTICLE FOUR
The aggregate number of shares which the corporation shall have authority
to issue is 61,500,795 shares, consisting of: 50,700,000 shares of Common Stock
(i) 50,000,000 shares of
1
which shall be classified as Class A Common Stock, $0.01 par value ("Class A
Common Stock"), and (ii) 700,000 shares of which shall be classified as Class B
Common Stock, $0.01 par value ("Class B Common Stock"); and 10,800,795 shares of
Preferred Stock (i) 4,000,000 shares of which shall be designated as Series A
Preferred Stock, $0.01 par value ("Series A Preferred Stock"), (ii) 5,000,000
shares of which shall be designated as Series B Preferred Stock, $0.01 par value
("Series B Preferred Stock"), (ii) 1,409,375 shares of which shall be designated
as Series C Preferred Stock, $0.01 par value ("Series C Preferred Stock"), (iii)
251,420 shares of which shall be designated as Series C-1 Preferred Stock, $0.01
par value ("Series C-1 Preferred Stock" and, together with the Series C
Preferred Stock, the "Series C Stock"), (iv) 70,000 shares of which shall be
designated as Series D-1 Preferred Stock, $0.01 par value ("Series D-1 Preferred
Stock"), and (v) 70,000 shares of which shall be designated as Series D-2
Preferred Stock, $0.01 par value ("Series D-2 Preferred Stock" and, together
with the Series D-1 Preferred Stock, the "Series D Preferred Stock"). The
corporation may purchase its own shares to the extent that may be allowed by
law. The Series A Preferred Stock, the Series B Preferred Stock, the Series C
Stock and the Series D Preferred Stock have the voting powers, the designations,
preferences and relative, participating, optional or other special rights and
qualifications, limitations or restrictions set forth below. The Series D
Preferred Stock shall, with respect to dividend rights, redemption rights and
rights upon liquidation, winding up or dissolution, whether voluntary or
involuntary, whether now or hereafter issued, rank senior to all other capital
stock or equity securities of the corporation. The Series C Preferred Stock and
the Series C-1 Preferred Stock shall, with respect to dividend rights,
redemption rights and rights upon liquidation, winding up or dissolution,
whether voluntary or involuntary, whether now or hereafter issued, rank senior
to all other capital stock or equity securities of the corporation other than
the Series D Preferred Stock.

Series A Preferred Stock, Series B Preferred Stock, Series C Preferred Stock,
Series C-1 Preferred Stock and Series D Preferred Stock
Part 1. Dividends.
1.A. Subject to paragraphs 1E, 1F, 1G, 1J and 1K below, the holders of
Series A Preferred Stock shall be entitled to receive dividends at the rate of
$0.08 per share (as adjusted for any combinations or splits with respect to such
shares) per annum, payable out of funds legally available therefor. Such
dividends shall be cumulative and shall accrue on each share from day to day,
commencing on the date of issuance of such share, whether or not earned or
declared. Subject to paragraphs 1E, 1F, 1G, 1J and 1K below, accrued dividends
shall be payable quarterly, in arrears, on each March 31, June 30, September 30
and December 31 (each, a "Quarterly Dividend Reference Date"), commencing on the
first Quarterly Dividend Reference Date following June 30, 1999, and shall be
payable in cash (except as provided in part 5), when, and if, paid.
1.B. Subject to paragraphs 1E, 1F, 1J and 1K below, the holders of Series B
Preferred Stock shall be entitled to receive dividends at the rate of $0.08 per
share (as adjusted for any combinations or splits with respect to such shares)
per annum, payable out of funds legally available therefor. Such dividends shall
be cumulative and shall accrue on each share from day to day, commencing on the
date of issuance of such share, whether or not earned or declared. Subject to
paragraphs 1E, 1F, 1J and 1K below, accrued dividends shall be payable
quarterly, in
2
arrears, on each Quarterly Dividend Reference Date, commencing on the first
Quarterly Dividend Reference Date following June 30, 1999, and shall be payable
in cash (except as provided in part 5), when, and if, paid.
1.C. Subject to paragraphs 1E, 1J and 1K below, the holders of Series C
Stock shall be entitled to receive dividends on each share of Series C Stock
held by such person at the Applicable Series C Dividend Rate Per Share (as
defined in part 8) (as adjusted for any combinations or splits with respect to
such shares), payable out of funds legally available therefor. Such dividends
shall accrue during each year at the Applicable Series C Dividend Rate Per Share
on a daily basis from and including the date of issuance of such share of Series
C Stock to and including the date on which the Series C Liquidation Value and/or
Series C-1 Liquidation Value, as the case may be, of such share is paid. Such
dividends shall accrue whether or not they have been declared and whether or not
there are profits, surplus or other funds of the corporation legally available
for the payment of dividends; provided, however, in the event that (i) all
accrued but unpaid dividends in respect of the Series C Preferred Stock are paid
in accordance with paragraphs 1L or 5L of these Articles of Incorporation and
(ii) the Series C-1 Preferred Stock is redeemed in accordance with paragraph 3E
of these Articles of Incorporation, the holders of Series C Preferred Stock
shall be entitled to receive dividends on each share of Series C Stock held by
such person at the Applicable Revised Series C Dividend Rate Per Share (as
defined in part 8) (as adjusted for any combinations or splits with respect to
such shares) and the provisions of this paragraph shall apply to the Applicable
Revised Series C Dividend Rate Per Share as if it were the Applicable Series C
Dividend Rate for the purposes thereof. Such dividends shall be cumulative such
that all accrued and unpaid dividends shall be fully paid or declared with funds
irrevocably set apart for payment before any dividend, distribution or payment
may be made with respect to any Series A Preferred Stock, Series B Preferred
Stock, Common Stock or any other series or class of capital stock of the
corporation (other than the Series D Preferred Stock). The Series D-1 Original
Issue Date shall be deemed to be the "date of issuance" of each share of Series
C Stock regardless of the number of times transfer of each such share is made on
the stock records maintained by or for the corporation and regardless of the
number of certificates which may be issued to evidence each such share. Subject
to paragraphs 1E, 1J and 1K below, accrued dividends shall be payable quarterly,
in arrears, on each Quarterly Dividend Reference Date, commencing on the first
Quarterly Dividend Reference Date following June 30, 2001, and shall be payable
in cash, when, and if, paid.
1.D. Subject to paragraphs 1J and 1K below, dividends on each share of
Series D Preferred Stock shall accrue on a daily basis at the rate of 13.5% per
annum of the sum of the Series D Liquidation Price (as defined in paragraph
2A(i)) plus all accumulated and unpaid dividends thereon, from and including the
date of issuance of such share of Series D Preferred Stock to and including the
date on which the Series D Liquidation Value (as defined in paragraph 2A(i)) of
such share is paid or, in the case of each share of Series D-1 Preferred Stock,
the date on which such share is converted into Series D-2 Preferred Stock and
Class A Common Stock. Such dividends shall accrue whether or not they have been
declared and whether or not there are profits, surplus or other funds of the
corporation legally available for the payment of dividends. Such dividends shall
be cumulative such that all accrued and unpaid dividends shall be fully paid or
declared with funds irrevocably set apart for payment before any dividend,
distribution or payment may be made with respect to any Series A Preferred
Stock, Series B Preferred Stock,
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Series C Stock, Common Stock or any other series or class of capital stock of
the corporation. The date on which the corporation initially issues any shares
of Series D-1 Preferred Stock shall be deemed to be the "date of issuance" of
(i) such share of Series D-1 Preferred Stock and (ii) the share of Series D-2
Preferred Stock into which such share of Series D-1 Preferred Stock is converted
hereunder in order that, without duplication, the accumulated and/or accrued and
unpaid dividends on any share of Series D-1 Preferred Stock that is converted
into a share of Series D-2 Preferred Stock will be deemed to be accumulated
and/or accrued on such share of Series D-2 Preferred Stock, in each case
regardless of the number of times transfer of each such share is made on the
stock records maintained by or for the corporation and regardless of the number
of certificates which may be issued to evidence each such share. To the extent
not paid on each April 30 and October 31 (each, a "Semi-Annual Dividend
Reference Date"), commencing on the first Semi-Annual Dividend Reference Date
following May 1, 2001, all dividends which have accrued on each share of Series
D Preferred Stock during the six-month period (or other period in the case of
the initial Semi-Annual Dividend Reference Date after the date of issuance of
such share) ending upon each such Semi-Annual Dividend Reference Date shall be
accumulated and shall remain accumulated and accrued dividends with respect to
such share of Series D Preferred Stock until paid. Dividends accruing on the
Series D Preferred Stock shall be payable solely in cash and not in kind, when,
and if, paid.
1.E. No dividends or other distributions (whether in cash, securities or
other property, other than dividends paid on shares of Common Stock and
consisting solely of shares of Common Stock of the same class) shall be paid on
or declared and set apart for any Series A Preferred Stock, Series B Preferred
Stock, Series C Stock, Common Stock or any other series or class of capital
stock of the corporation (other than Series D Preferred Stock) at any time when
any Series D Preferred Stock is outstanding.
1.F. Subject to paragraph 1E above, no dividends or other distributions
(whether in cash, securities or other property, other than dividends paid on
shares of Common Stock and consisting solely of shares of Common Stock of the
same class) shall be paid on or declared and set apart for any Series A
Preferred Stock or Series B Preferred Stock or any other series or class of
capital stock of the corporation (other than the Series D Preferred Stock) on
any Quarterly Dividend Reference Date until dividends in the total amount due on
such date to holders of the Series C Stock, including any dividends that have
accumulated but remain unpaid, shall have been paid or declared and set apart
for payment on or prior to such Quarterly Dividend Reference Date.
1.G. Subject to paragraphs 1E and 1F above, no dividends or other
distributions (whether in cash, securities or other property, other than
dividends paid on shares of Common Stock and consisting solely of shares of
Common Stock of the same class) shall be paid on or declared and set apart for
any Series A Preferred Stock on any Quarterly Dividend Reference Date until
dividends in the total amount due on such date to holders of the Series B
Preferred Stock, including any dividends that have accumulated but remain
unpaid, shall have been paid or declared and set apart for payment on or prior
to such Quarterly Dividend Reference Date.
1.H. Subject to paragraphs 1E, 1F and 1G above, no dividends or other
distributions (other than dividends paid on shares of Common Stock and
consisting solely of shares of Common Stock of the same class) shall be paid on
or declared and set apart for any Common
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Stock or any other class or series of stock of the corporation during any fiscal
year of the corporation until dividends in the total amount of $0.08 per share
(as adjusted for any combinations or splits with respect to such shares) on the
Series A Preferred Stock, $0.08 per share (as adjusted for any combinations or
splits with respect to such shares) on the Series B Preferred Stock, in respect
of each share of Series C Stock, the Applicable Series C Dividend Rate Per Share
or Applicable Revised Series C Dividend Rate Per Share, as the case may be (each
as adjusted for any combinations or splits with respect to such shares), and, in
respect of each share of Series D Preferred Stock, 13.5% per annum of the sum of
the Series D Liquidation Price, plus in each case all accumulated and unpaid
dividends thereon, shall have been paid or declared and set apart for payment
during that fiscal year and any prior year in which dividends have accumulated
but remain unpaid, and no dividends shall be paid on any share of Common Stock
(other than dividends paid on shares of Common Stock and consisting solely of
shares of Common Stock of the same class) unless a dividend (including the
amount of any dividends paid pursuant to the above provisions of this paragraph
1H, in the case of Series A Preferred Stock and Series C Stock only) or other
distribution is paid with respect to all outstanding shares of Series A
Preferred Stock, Series C Preferred Stock and Series D-1 Preferred Stock in an
amount for each such share of Series A Preferred Stock, Series C Preferred Stock
or Series D-1 Preferred Stock, as the case may be, equal to or greater than the

aggregate amount of such dividends or other distributions for the number of
shares of Common Stock into which each outstanding share of Series A Preferred
Stock, Series C Preferred Stock and Series D-1 Preferred Stock could then be
converted.
1.I. Subject to paragraph 1E above, in the event the corporation shall
declare a distribution (other than any distribution described in paragraphs 1A
through 1D and 1F through 1H) payable in securities of the corporation or other
Persons (other than dividends paid on shares of Common Stock and consisting
solely of shares of Common Stock of the same class), evidences of indebtedness
issued by the corporation or other Persons, assets (excluding cash dividends) or
options or rights to purchase any such securities or evidences of indebtedness,
and at such time, there are no declared or accrued but unpaid dividends then
owed in respect of any share of Preferred Stock, then, in each such case, the
holders of the outstanding shares of Series A Preferred Stock, Series C
Preferred Stock and Series D-1 Preferred Stock shall be entitled to receive a
proportionate share of any such distribution as though the holders of the
outstanding shares of Series A Preferred Stock, Series C Preferred Stock and
Series D-1 Preferred Stock were the holders of the number of shares of Common
Stock into which the outstanding shares of Series A Preferred Stock, Series C
Preferred Stock and Series D-1 Preferred Stock could be converted as of the
record date fixed for the determination of the holders of Common Stock of the
corporation entitled to receive such distribution.
1.J. The corporation may elect not to pay dividends under paragraphs 1A,
1B, 1C or 1D (i) if a Default or Event of Default is then continuing under the
Credit Agreement, or (ii) to the extent the payment of dividends pursuant to
paragraph 1A, 1B, 1C or 1D would cause a Default or Event of Default under the
Credit Agreement to occur; provided, that if the corporation elects to suspend
the payment of dividends under this paragraph 1J, dividends shall continue to
accrue pursuant to this part 1 and shall be payable out of funds legally
available therefor immediately after no Default or Event of Default is then
continuing under the Credit Agreement, and to the extent the corporation may pay
such dividends without causing a Default
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or Event of Default of Section 6 of the Credit Agreement. A Default or Event of
Default will not be "continuing" if it has been waived.
1.K. The corporation shall not pay cash dividends under paragraphs 1A, 1B,
1C or 1D at any time when any of the Notes are outstanding; provided, that if
the corporation is not permitted to pay dividends as a result of this paragraph
1K, dividends shall continue to accrue pursuant to this part 1 and shall be
payable pursuant to this part 1 out of funds legally available therefor at the
time when no Notes remain outstanding.
1.L. Subject to paragraph 1E above, immediately prior to, or concurrently
with, the closing of the Initial Public Offering, the corporation shall declare
and pay a dividend to the holders of the Series C Preferred Stock in an amount
equal to the aggregate amount of all declared or accrued but unpaid dividends in
respect of the Series C Preferred Stock.
Part 2. Liquidation Preference.
2.A. In the event of any liquidation, dissolution or winding up of the
corporation, either voluntary or involuntary:
(i) The holders of the Series D Preferred Stock shall be entitled to
receive, prior and in preference to any distribution of any of the assets
or surplus funds of the corporation to the holders of the Series A
Preferred Stock, Series B Preferred Stock, Series C Stock, Common Stock or
any other capital stock of the corporation by reason of their ownership
thereof (the "Series D Liquidation Preference"), (a) an amount for each
share of Series D-1 Preferred Stock then held by them equal to $1,000.00
(as adjusted for any combinations or splits with respect to such shares)
(the "Series D-1 Liquidation Price") plus accrued or declared but unpaid
dividends on such share of Series D-1 Preferred Stock (together with the
Series D-1 Liquidation Price, the "Series D-1 Liquidation Value" of such
share) and (b) an amount for each share of Series D-2 Preferred Stock then
held by them equal to the sum of (1) $1,000.00 minus the product of $0.01
and the number of shares of Class A Common Stock issued along with the
issuance of such share of Series D-2 Preferred Stock at the time of the
conversion of the share of Series D-1 Preferred Stock which was converted
into such share of Series D-2 Preferred Stock and shares of Class A Common
Stock and (2) the product of $0.01 and the number of shares of Class A
Common Stock issued along with the issuance of such share of Series D-2
Preferred Stock at the time of the conversion of the share of Series D-1
Preferred Stock which was converted into such share of Series D-2 Preferred
Stock and shares of Class A Common Stock (as adjusted for any combinations
or splits with respect to such shares) (such sum being the "Series D-2
Liquidation Price") plus accrued or declared but unpaid dividends on such
share of Series D-2 Preferred Stock (together with the Series D-2
Liquidation Price, the "Series D-2 Liquidation Value" of such share) (the

Series D-1 Liquidation Price and Series D-2 Liquidation Price shall be
referred to in these Articles of Incorporation as the "Series D Liquidation
Price" and the Series D-1 Liquidation Value and Series D-2 Liquidation
Value shall be referred to in these Articles of Incorporation as the
"Series D Liquidation Value"). If upon the occurrence of such event, the
assets and funds thus distributed among the holders of the Series D
Preferred Stock shall be insufficient to permit the payment to such holders
of such full preferential
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amount, then the entire assets and funds of the corporation legally
available for distribution shall be distributed ratably among the holders
of the Series D Preferred Stock in proportion to the Series D Liquidation
Value of the shares of Series D Preferred Stock then held by them.
(ii) After payment to the holders of the Series D Preferred Stock of
the full amount to which they are entitled under subparagraph (i) above,
the holders of the Series C Stock shall be entitled to receive, prior and
in preference to any distribution of any of the assets or surplus funds of
the corporation to the holders of the Series A Preferred Stock, Series B
Preferred Stock, Common Stock or any other capital stock of the corporation
by reason of their ownership thereof (the "Series C Liquidation
Preference"), (a) an amount for each share of Series C Preferred Stock then
held by them equal to the greater of (i) $19.689579 (as adjusted for any
combinations or splits with respect to such shares) plus declared or
accrued but unpaid dividends on such share of Series C Preferred Stock and
(ii) the amount each share of Series C Preferred Stock would be entitled
pro rata, together with the Series A Preferred Stock, the Series D-1
Preferred Stock, the Common Stock and any other securities entitled to
participate with the Common Stock in liquidation, assuming conversion into
the largest number of full shares of Common Stock into which such share of
Series C Preferred Stock could be converted (pursuant to the provisions of
part 5 of these Articles of Incorporation), had all shares of Series C
Preferred Stock been converted at the date fixed for such liquidation,
dissolution or winding up of the corporation (such greater amount being the
"Series C Preferred Liquidation Value" of such share) and (b) an amount for
each share of Series C-1 Preferred Stock then held by them equal to
$19.689579 (as adjusted for any combinations or splits with respect to such
shares) plus declared or accrued but unpaid dividends on such share of
Series C-1 Preferred Stock (the "Series C-1 Liquidation Value" of such
share) (the Series C Preferred Liquidation Value and the Series C-1
Liquidation Value shall be referred to in these Articles of Incorporation
as the "Series C Liquidation Value"). If upon the occurrence of such event,
the assets and funds thus distributed among the holders of the Series C
Stock shall be insufficient to permit the payment to such holders of such
full preferential amount, then the entire assets and funds of the
corporation legally available for distribution shall be distributed ratably
among the holders of the Series C Stock in proportion to the Series C
Preferred Liquidation Value or Series C-1 Liquidation Value, as the case
may be, of the shares of Series C Stock then held by them.
(iii) After payment to the holders of the Series D Preferred Stock and
the Series C Stock of the full amount to which they are entitled under
subparagraphs (i) and (ii) above, the holders of the Series B Preferred
Stock shall be entitled to receive, prior and in preference to any
distribution of any of the assets or surplus funds of the corporation to
the holders of the Series A Preferred Stock, Common Stock or any other
capital stock of the corporation by reason of their ownership thereof (the
"Series B Liquidation Preference"), an amount for each share of Series B
Preferred Stock then held by them equal to $1.00 (as adjusted for any
combinations or splits with respect to such shares) plus accrued or
declared but unpaid dividends on such share of Series B Preferred Stock
(the "Series B Liquidation Value" of such share). If upon the occurrence of
such event, the assets and funds thus distributed among the holders of the
Series B Preferred
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Stock shall be insufficient to permit the payment to such holders of such
full preferential amount, then the entire assets and funds of the
corporation legally available for distribution shall be distributed ratably
among the holders of the Series B Preferred Stock in proportion to the
shares of Series B Preferred Stock then held by them.
(iv) After payment to the holders of the Series D Preferred Stock, the
Series C Stock and the Series B Preferred Stock of the full amount to which
they are entitled under subparagraphs (i), (ii) and (iii) above, the
holders of the Series A Preferred Stock shall be entitled to receive, prior
and in preference to any distribution of any of the assets or surplus funds
of the corporation to the holders of the Common Stock or any other capital
stock of the corporation by reason of their ownership thereof (the "Series
A Liquidation Preference"), an amount for each share of Series A Preferred

Stock then held by them equal to $1.00 (as adjusted for any combinations or
splits with respect to such shares) plus accrued or declared but unpaid
dividends on such share of Series A Preferred Stock (the "Series A
Liquidation Value" of such share). If upon the occurrence of such event,
the assets and funds thus distributed among the holders of the Series A
Preferred Stock shall be insufficient to permit the payment to such holders
of such full preferential amount, then the entire assets and funds of the
corporation legally available for distribution shall be distributed ratably
among the holders of the Series A Preferred Stock in proportion to the
shares of Series A Preferred Stock then held by them.
(v) Subject to the payment in full of the Series D Liquidation
Preference, the Series C Liquidation Preference, the Series B Liquidation
Preference and the Series A Liquidation Preference as provided in
subparagraphs (i), (ii), (iii) and (iv) above, all remaining assets and
surplus funds of the corporation shall be distributed among holders of
Common Stock and the holders of Series A Preferred Stock and Series D-1
Preferred Stock, ratably in proportion to the shares of Common Stock then
held by them and the shares of Common Stock into which the shares of Series
A Preferred Stock and Series D-1 Preferred Stock then held by them could be
converted.
2.B. For purposes of this part 2, a "liquidation" shall, at the option of
both (i) the holders of at least 66-2/3% of the outstanding shares of Series A
Preferred Stock, Series B Preferred Stock, Series C Preferred Stock and, if
clause (ii) of this paragraph does not apply, Series D Preferred Stock, voting
together as a single class and not as separate classes or series, and (ii) if,
as a result of any such transaction deemed to be a "liquidation" for purposes of
this part 2, the holders of Series D Preferred Stock would receive any
consideration other than cash or would receive cash consideration in an
aggregate amount that is less than the aggregate Series D Liquidation Value for
all shares of Series D Preferred Stock, the holders of at least 66-2/3% of the
outstanding shares of Series D Preferred Stock, voting as a separate class,
include:
(a) a consolidation or merger of the corporation with or into any
other corporation, or any other Person, other than a wholly-owned
Subsidiary of the corporation, excluding any transaction in which
shareholders of the corporation prior to the transaction will maintain
voting control of the resulting entity after the transaction;
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(b) any corporate reorganization in which the corporation shall
not be the continuing or surviving entity resulting from such
reorganization;
(c) a sale of all or substantially all of the assets of the
corporation; or
(d) a statutory share exchange in which any Person acquires all
of the outstanding shares of any class or series of capital stock of
the corporation;
such that the holders of Series A Preferred Stock, Series B Preferred Stock,
Series C Stock and Series D Preferred Stock shall be paid in cash or in
securities received from the acquiring corporation, or in a combination thereof,
at the closing of any such transaction, an amount equal to the amount per share
which would be payable to the holders of Series A Preferred Stock, Series B
Preferred Stock, Series C Stock and Series D Preferred Stock pursuant to this
part 2 in a liquidation of the corporation.
2.C. Any securities to be delivered to the holders of Series A Preferred
Stock, Series B Preferred Stock, Series C Stock or Series D Preferred Stock
pursuant to paragraph 2B above shall be valued as follows:
(i) Securities not subject to restrictions on free transferability:
(a) if traded on a securities exchange, the value shall be deemed
to be the average of the security's closing prices on such exchange
over the 30-day period ending three days prior to the closing;
(b) if actively traded over-the-counter, the value shall be
deemed to be the average of the closing bid prices over the 30-day
period ending three days prior to the closing; and
(c) if there is no active public market, the value shall be the
fair market value thereof, as mutually determined by a majority of the
disinterested directors and the holders of a majority of the
outstanding shares of Series A Preferred Stock, Series B Preferred
Stock, Series C Preferred Stock and Series D Preferred Stock, voting
together as a single class and not as a separate class or series, or,
in the absence of such agreement, by an independent appraisal paid for
by the corporation; and

(ii) Securities subject to investment letter or other restrictions on
free marketability shall be valued at an appropriate discount from the fair
market value determined as above in subparagraphs (i)(a), (i)(b) or (i)(c)
to reflect the approximate fair market value thereof, as mutually
determined by a majority of the disinterested directors and the holders of
a majority of the outstanding Series A Preferred Stock, Series B Preferred
Stock, Series C Preferred Stock and Series D Preferred Stock, voting
together as a single class and not as separate classes or series or, in the
absence of such agreement, by an independent appraisal paid for by the
corporation.
2.D. The corporation shall give each holder of record of Series A Preferred
Stock, Series B Preferred Stock, Series C Stock and Series D Preferred Stock
written notice of any
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impending transaction described in paragraph 2B above not later than 20 days
prior to the shareholders meeting called to approve such transaction or 20 days
prior to the closing of such transaction, whichever is earlier, and shall also
notify such holders in writing of the final approval of such transaction. The
first of said notices shall describe the material terms and conditions of the
contemplated transaction as well as the terms and conditions of this part 2, and
the corporation shall thereafter give such holders prompt notice of any material
changes. The transaction shall in no event take place sooner than 20 days after
the mailing by the corporation of the first notice provided for herein or sooner
than 20 days after the mailing by the corporation of any notice of material
changes provided for herein; provided, however, that such periods may be
shortened upon the written consent of both (i) the holders of a majority of the
outstanding Series A Preferred Stock, Series B Preferred Stock, Series C
Preferred Stock and, if clause (ii) of this Paragraph does not apply, Series D
Preferred Stock, voting together as a single class and not as separate series,
and (ii) if, as a result of any such transaction deemed to be a "liquidation"
for purposes of this part 2, the holders of Series D Preferred Stock would
receive any consideration other than cash or would receive cash consideration in
an aggregate amount that is less than the aggregate Series D Liquidation Value
for all shares of Series D Preferred Stock, the holders of a majority of the
outstanding shares of Series D Preferred Stock, voting as a separate class.
Part 3. Redemptions.
3.A. Subject to Part 3 of the Shareholders Agreement and paragraph 3R of
these Articles of Incorporation, on the first business day following the closing
of a Qualified Public Offering with respect to the Series B Preferred Stock (the
"Series B Public Offering Mandatory Redemption Date"), the corporation shall
redeem (the "Series B Public Offering Mandatory Redemption") all shares of
Series B Preferred Stock as are then outstanding at a price per share equal to
the Series B Redemption Price (as defined in paragraph 3G).
3.B. Subject to Part 3 of the Shareholders Agreement and paragraph 3R of
these Articles of Incorporation, at any time and from time to time after July
31, 2007, the holders of a majority of the outstanding shares of Series B
Preferred Stock may elect to require the corporation to redeem (the "Series B
Mandatory Redemption") all shares of Series B Preferred Stock as are then
outstanding at a price per share equal to the Series B Redemption Price (as
defined in paragraph 3G). The holders of a majority of the outstanding shares of
Series B Preferred Stock may elect to require the corporation to effect the
Series B Mandatory Redemption by giving written notice (a "Series B Redemption
Notice") to the corporation and the other holders of Preferred Stock of such
election and setting forth a date (the "Series B Mandatory Redemption Date") on
which such Series B Mandatory Redemption shall be consummated; provided,
however, such Series B Mandatory Redemption Date shall not be less than 90 days
nor more than 120 days after the delivery of such Series B Redemption Notice.
Subject to Part 3 of the Shareholders Agreement and paragraph 3R of these
Articles of Incorporation, upon receipt of a Series B Redemption Notice, the
corporation (and such holders) will be obligated to redeem all shares of Series
B Preferred Stock on the Series B Mandatory Redemption Date.
3.C. Subject to Part 3 of the Shareholders Agreement and paragraph 3R of
these Articles of Incorporation, at any time and from time to time after July
31, 2007, the holders of a majority of the outstanding shares of Series A
Preferred Stock may elect to require the
10
corporation to redeem (the "Series A Mandatory Redemption") all shares of Series
A Preferred Stock as are then outstanding at a price per share equal to the
Series A Redemption Price (as defined in paragraph 3H). The holders of a
majority of the outstanding shares of Series A Preferred Stock may elect to
require the corporation to effect the Series A Mandatory Redemption by giving
written notice (a "Series A Redemption Notice") to the corporation and the other
holders of Preferred Stock of such election and setting forth a date (the

"Series A Mandatory Redemption Date") on which such Series A Mandatory
Redemption shall be consummated; provided, however, such Series A Mandatory
Redemption Date shall not be less than 90 days nor more than 120 days after
delivery of such Series A Redemption Notice. Subject to Part 3 of the
Shareholders Agreement and paragraph 3R of these Articles of Incorporation,
receipt of a Series A Redemption Notice, the corporation (and such holders)
be obligated to redeem all shares of Series A Preferred Stock on the Series
Mandatory Redemption Date.

the
upon
will
A

3.D. Subject to Part 3 of the Shareholders Agreement and paragraph 3R of
these Articles of Incorporation, at any time and from time to time after the
earlier to occur of (i) July 31, 2007 or (ii) the first date (the "Change of
Control Date") prior to the Initial Public Offering as Austin Ventures (as
defined in the Series C Purchase Agreement) and its affiliates do not own,
collectively, at least 28.5% of the voting stock of the corporation, on a fully
diluted basis, or do not hold the highest percentage ownership of the voting
stock of the corporation of any shareholder of the corporation, on a fully
diluted basis, (a) the holders of a majority of the outstanding shares of Series
C Preferred Stock may elect to require the corporation to redeem (the "Series C
Mandatory Redemption") all shares of Series C Preferred Stock as are then
outstanding at a price per share equal to the Series C Redemption Price (as
defined in paragraph 3I) and (b) the holders of a majority of the outstanding
shares of Series C-1 Preferred Stock may elect to require the corporation to
redeem (the "Series C-1 Mandatory Redemption" and, together with the Series C
Mandatory Redemption, the "Series C Holders Mandatory Redemptions") all shares
of Series C-1 Preferred Stock as are then outstanding at a price per share equal
to the Series C-1 Redemption Price (as defined in paragraph 3I) . The holders of
a majority of the outstanding shares of Series C Preferred Stock and/or Series
C-1 Preferred Stock, as the case may be, may elect to require the corporation to
effect the Series C Holders Mandatory Redemptions by giving written notice (a
"Series C Redemption Notice" and, together with the Series B Redemption Notice
and the Series A Redemption Notice, the "Redemption Notices") to the corporation
and the other holders of Preferred Stock of such election and setting forth a
date (the "Series C Mandatory Redemption Date") on which such Series C Holders
Mandatory Redemptions shall be consummated; provided, however, such Series C
Mandatory Redemption Date shall not be less than 90 days nor more than 120 days
after the delivery of such Series C Redemption Notice. Subject to Part 3 of the
Shareholders Agreement and paragraph 3R of these Articles of Incorporation, upon
receipt of a Series C Redemption Notice, the corporation (and such holders) will
be obligated to redeem all shares of Series C Preferred Stock and/or Series C-1
Preferred Stock, as the case may be, on the Series C Mandatory Redemption Date.
3.E. Subject to Part 3 of the Shareholders Agreement and paragraph 3R of
these Articles of Incorporation and provided that no shares of Series D
Preferred Stock are outstanding on the Series C-1 Public Offering Mandatory
Redemption Date (as defined below), in addition to the redemption rights set
forth in paragraph 3D of these Articles of Incorporation, concurrently with the
closing of the Initial Public Offering (the "Series C-1 Public Offering
Mandatory
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Redemption Date"), the corporation shall redeem (the "Series C-1 Public Offering
Mandatory Redemption") all shares of Series C-1 Preferred Stock as are then
outstanding at a price per share equal to the Series C-1 Redemption Price (as
defined in paragraph 3I).
3.F. Concurrently with the closing of the Initial Public Offering (the
"Series D Mandatory Redemption Date"), the corporation shall redeem (the "Series
D Mandatory Redemption") (i) all shares of Series D-2 Preferred Stock as are
then outstanding at a price per share equal to the respective Series D-2
Redemption Price (as defined in paragraph 3J) for such shares and (ii) the
minimum number of shares of Series D Underlying Common Stock (if any) that are
required to be redeemed so that the percentage of votes that may be cast by the
holders of Series D Stock in the election of directors of the corporation
immediately after giving effect to the Initial Public Offering and the
redemption of Series D Underlying Common Stock pursuant to this clause (ii) is
less than 80% of the percentage of votes that may be cast by the holders of
Series D Stock in the election of directors of the corporation immediately prior
to giving effect to the Initial Public Offering and redemption, at a price per
share equal to the Initial Public Offering Price Per Share. Notwithstanding
paragraph 3Q of these Articles of Incorporation, the corporation will not effect
the Initial Public Offering of Common Stock at any time when any Series D
Preferred Stock is outstanding unless it concurrently effects in full the
redemption(s) required by this paragraph 3F.
3.G. Subject to Part 3 of the Shareholders Agreement and paragraph 3R of
these Articles of Incorporation, the holders of Series B Preferred Stock shall
be entitled to receive from the corporation on the Series B Public Offering
Mandatory Redemption Date or a Series B Mandatory Redemption Date an amount in
cash for each share of Series B Preferred Stock equal to $1.00 (as adjusted for
combinations or splits with respect to such shares), plus any accrued or
declared but unpaid dividends on such share of Series B Preferred Stock (the
"Series B Redemption Price"); provided, however, if any shares of Series D

Preferred Stock are outstanding on the Series B Public Offering Mandatory
Redemption Date, each holder of shares of Series B Preferred Stock shall, in
lieu of cash, receive for each share of Series B Preferred Stock such number of
fully paid and nonassessable shares of Class A Common Stock as is determined by
dividing the Series B Redemption Price at the time of closing of the Qualified
Public Offering in question by the Qualified Public Offering Price Per Share.
3.H. Subject to Part 3 of the Shareholders Agreement and paragraph 3R of
these Articles of Incorporation, the holders of Series A Preferred Stock shall
be entitled to receive from the corporation on the Series A Mandatory Redemption
Date an amount in cash for each share of Series A Preferred Stock equal to $1.00
(as adjusted for combinations or splits with respect to such shares), plus any
accrued or declared but unpaid dividends on such share of Series A Preferred
Stock (the "Series A Redemption Price").
3.I. Subject to Part 3 of the Shareholders Agreement and paragraph 3R of
these Articles of Incorporation, the holders of Series C Preferred Stock shall
be entitled to receive from the corporation on the Series C Mandatory Redemption
Date an amount in cash for each share of Series C Preferred Stock equal to
$19.689579 (as adjusted for combinations or splits with respect to such shares),
plus any accrued or declared but unpaid dividends on such share of Series C
Preferred Stock (the "Series C Redemption Price"). Subject to Part 3 of the
Shareholders Agreement and paragraph 3R of these Articles of Incorporation and
provided that no shares of
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Series D Preferred Stock are outstanding on the Series C Mandatory Redemption
Date or the Series C-1 Public Offering Mandatory Redemption Date, as applicable,
the holders of Series C-1 Preferred Stock shall be entitled to receive from the
corporation on the Series C Mandatory Redemption Date or the Series C-1 Public
Offering Mandatory Redemption Date, as applicable, an amount in cash for each
share of Series C-1 Preferred Stock equal to $19.689579 (as adjusted for
combinations or splits with respect to such shares), plus any accrued or
declared but unpaid dividends on such share of Series C-1 Preferred Stock (the
"Series C-1 Redemption Price").
3.J. The holders of Series D-2 Preferred Stock shall be entitled to receive
from the corporation on the Series D Mandatory Redemption Date an amount in cash
for each share of Series D-2 Preferred Stock to be redeemed on such Series D-2
Mandatory Redemption Date equal to $1,000.00 (as adjusted for combinations or
splits with respect to such shares), plus any accrued or declared but unpaid
dividends on such share of Series D-2 Preferred Stock (the "Series D-2
Redemption Price" of such share). The holders of Series D Underlying Common
Stock shall be entitled to receive from the corporation on the Series D
Mandatory Redemption Date an amount in cash for each share of Series D
Underlying Common Stock to be redeemed on such Series D Mandatory Redemption
Date equal to the Initial Public Offering Price Per Share.
3.K. If all Series D-2 Preferred Stock and Series D Underlying Common Stock
that the corporation is then required to redeem has been redeemed and the funds
of the corporation legally available for redemption of Series C Preferred Stock
and/or Series C-1 Preferred Stock, as the case may be, on the Series C Mandatory
Redemption Date and/or the Series C-1 Public Offering Redemption Date are
insufficient to redeem the total number of shares of Series C Preferred Stock
and/or Series C-1 Preferred Stock, as the case may be, to be redeemed on the
Series C Mandatory Redemption Date and/or Series C-1 Public Offering Redemption
Date, those funds that are legally available will be applied to the shares of
Series C Stock to be redeemed as follows: (i) if applicable, ratably among the
holders of the Series C Preferred Stock and Series C-1 Preferred Stock based
upon the aggregate Series C Redemption Price and the aggregate Series C-1
Redemption Price, then (ii) with respect to each of the Series C Preferred Stock
and Series C-1 Preferred Stock to be redeemed, ratably among the holders of
shares of each of the Series C Preferred Stock and Series C-1 Preferred Stock to
be redeemed based upon (a) in the case of the holders of shares of Series C
Preferred Stock, the aggregate Series C Redemption Price of such shares held by
each holder and (b) in the case of the holders of shares of Series C-1 Preferred
Stock, the aggregate Series C-1 Redemption Price of such shares held by each
holder. At any time and from time to time thereafter when additional funds of
the corporation are legally available for redemption of shares of Series C
Stock, such funds immediately will be applied to redeem the balance of the
shares of Series C Stock that have not been redeemed and such funds will not be
used for any other purpose, including to redeem any shares of Series B Preferred
Stock or Series A Preferred Stock that the corporation is obligated to redeem.
3.L. If all Series D-2 Preferred Stock and Series D Underlying Common Stock
and Series C Stock that the corporation is then required to redeem have been
redeemed and the funds of the corporation legally available for redemption of
Series B Preferred Stock on the Series B Mandatory Redemption Date are
insufficient to redeem the total number of shares of Series B Preferred Stock to
be redeemed on the Series B Mandatory Redemption Date, those funds that are
legally available will be applied to the Series B Preferred Stock, ratably among
the holders of the shares to be redeemed based upon the aggregate Series B
Redemption Price of such shares
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held by each such holder. At any time and from time to time thereafter when
additional funds of the corporation are legally available for redemption of
shares of Series B Preferred Stock, such funds immediately will be applied to
redeem the balance of the shares of Series B Preferred Stock that have not been
redeemed and such funds will not be used for any other purpose, including to
redeem any shares of Series A Preferred Stock that the corporation is obligated
to redeem.
3.M. If all Series D-2 Preferred Stock and Series D Underlying Common
Stock, Series C Stock and Series B Preferred Stock that the corporation is then
required to redeem have been redeemed and the funds of the corporation legally
available for redemption of Series A Preferred Stock on the Series A Mandatory
Redemption Date are insufficient to redeem the total number of shares of Series
A Preferred Stock to be redeemed on the Series A Mandatory Redemption Date,
those funds that are legally available will be applied to the Series A Preferred
Stock ratably among the holders of the shares to be redeemed based upon the
aggregate Series A Redemption Price of such shares held by each such holder. At
any time and from time to time thereafter when additional funds of the
corporation are legally available for redemption of shares of Series A Preferred
Stock, such funds immediately will be applied to redeem the balance of the
shares of Series A Preferred Stock that the corporation has become obligated to
redeem on the Series A Mandatory Redemption Date but which it has not redeemed
and such funds will not be used for any other purpose.
3.N. No share of Series A Preferred Stock, Series B Preferred Stock, Series
C Stock, Series D-2 Preferred Stock or Series D Underlying Common Stock is
entitled to any dividends accruing after the date on which the Series A
Redemption Price, the Series B Redemption Price, the Series C Redemption Price,
the Series C-1 Redemption Price, the Series D-2 Redemption Price or the
Qualified Public Offering Price Per Share, respectively, with respect to such
share is paid. On such date, all rights of the holder of such share of Series A
Preferred Stock, Series B Preferred Stock, Series C Stock, Series D-2 Preferred
Stock or Series D Underlying Common Stock will cease, and such share of Series A
Preferred Stock, Series B Preferred Stock, Series C Stock, Series D-2 Preferred
Stock or Series D Underlying Common Stock will not be deemed to be outstanding.
3.O. Any shares of Series A Preferred Stock, Series B Preferred Stock,
Series C Stock or Series D Stock that are redeemed or otherwise acquired by the
corporation will be cancelled and will not be reissued, sold or transferred. If
fewer than the total number of shares of Series A Preferred Stock, Series B
Preferred Stock, Series C Stock or Series D Stock represented by any certificate
are redeemed, a new certificate representing the number of unredeemed shares of
Series A Preferred Stock, Series B Preferred Stock, Series C Stock or Series D
Stock will be issued to the holder thereof without cost to such holder within
three business days after surrender of the certificate representing the redeemed
shares.
3.P. Subject to Part 3 of the Shareholders Agreement and paragraph 3R of
these Articles of Incorporation, neither the corporation nor any Subsidiary will
redeem, repurchase or otherwise acquire any shares of Series A Preferred Stock,
Series B Preferred Stock, Series C Stock, Series D-1 Preferred Stock or Series
D-2 Preferred Stock, except as expressly authorized herein or pursuant to a
purchase offer made, as applicable:
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(i) pro-rata to all holders of shares of each of Series D-1 Preferred
Stock and Series D-2 Preferred Stock as follows: (a) ratably among the
holders of Series D-1 Preferred Stock and Series D-2 Preferred Stock to be
purchased based upon the aggregate purchase price for all of the
outstanding Series D-1 Preferred Stock and the aggregate purchase price for
all of the outstanding Series D-2 Preferred Stock then (b) with respect to
each of the Series D-1 Preferred Stock and the Series D-2 Preferred Stock
to be purchased, ratably among all of the holders of shares of each of
Series D-1 Preferred Stock and Series D-2 Preferred Stock to be purchased
on the basis of (x) in the case of the holders of shares of Series D-1
Preferred Stock, the number of shares of Series D-1 Preferred Stock owned
by each such holder and (y) in the case of the holders of shares of Series
D-2 Preferred Stock, the number of shares of Series D-2 Preferred Stock
owned by each such holder;
(ii) pro-rata to all holders of shares of Series C Preferred Stock on
the basis of the number of shares of Series C Preferred Stock owned by each
such holder and only if all shares of Series D Preferred Stock have been
redeemed, repurchased or otherwise acquired by the corporation;
(iii) pro-rata to all holders of shares of Series C-1 Preferred Stock
on the basis of the number of shares of Series C-1 Preferred Stock owned by
each such holder and only if all shares of Series D Preferred Stock have
been redeemed, repurchased or otherwise acquired by the corporation;

(iv) pro-rata to all holders of shares of Series B Preferred Stock on
the basis of the number of shares of Series B Preferred Stock owned by each
such holder and only if all shares of Series D Preferred Stock and Series C
Stock have been redeemed, repurchased or otherwise acquired by the
corporation; or
(v) pro-rata to all holders of shares of Series A Preferred Stock on
the basis of the number of shares of Series A Preferred Stock owned by each
such holder and only if all shares of Series D Preferred Stock, Series C
Stock and Series B Preferred Stock have been redeemed, repurchased or
otherwise acquired by the corporation.
3.Q. Notwithstanding anything in this part 3 to the contrary, neither the
corporation nor any Subsidiary will redeem, repurchase or otherwise acquire any
shares of Series A Preferred Stock, Series B Preferred Stock, Series C Stock,
Series D Stock or any other series or class of capital stock of the corporation
while any Notes are outstanding, or if prohibited under the Credit Agreement. If
on the date that the holders of the Series A Preferred Stock, the Series B
Preferred Stock, the Series C Stock, the Series D Stock or other series or class
of capital stock of the corporation could elect to require the corporation to
effect the redemption of such Series A Preferred Stock, Series B Preferred
Stock, Series C Stock, Series D Stock or any other series or class of capital
stock of the corporation any Notes are outstanding or the redemption of the
Series A Preferred Stock, Series B Preferred Stock, the Series C Stock, Series D
Stock or other series or class of capital stock of the corporation is prohibited
under the Credit Agreement, the time for giving such notice shall be extended
until 100 days following the date (the "Extension Date") upon which no Notes
remain outstanding and the redemption of the Series A Preferred Stock, the
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Series B Preferred Stock, the Series C Stock, Series D Stock or any other series
or class of capital stock of the corporation is no longer prohibited under the
Credit Agreement.
3.R. Notwithstanding any other provision of this part 3, (i) no holder of
Preferred Stock will deliver a Redemption Notice to the corporation pursuant to
this part 3 and (ii) neither the corporation nor any Subsidiary will redeem,
repurchase or otherwise acquire any shares of Series A Preferred Stock, Series B
Preferred Stock, Series C Stock or any other series or class of capital stock of
the corporation (other than Series D Stock) at any time (a) during each period
(each, a "Non-Redemption Period") beginning on the date of the receipt by the
corporation of a Sale Notice (as defined in the Shareholders Agreement) and
ending on the date that the corporation elects, pursuant to Paragraph 3C(b) of
the Shareholders Agreement, to suspend all efforts to consummate the Sale of the
Company initiated by such Sale Notice or (b) if any Series D-2 Preferred Stock
or Series D Underlying Common Stock that is required at such time to be redeemed
pursuant to paragraph 3F of these Articles of Incorporation by the corporation
has not been redeemed. Any Redemption Notice delivered during a Non-Redemption
Period shall have no force or effect, and any Redemption Notice delivered to the
corporation at any time other than during a Non-Redemption Period shall be
deemed rescinded and such Redemption Notice shall have no further force or
effect if, prior to the consummation of the redemption contemplated by such
Redemption Notice, the corporation receives a Sale Notice.
Part 4. Voting Rights.
4.A. Except as otherwise provided in these Articles of Incorporation or the
Act, the Series A Preferred Stock, the Series C Preferred Stock and the Series
D-1 Preferred Stock will vote together with the Common Stock as a single class
on all matters to come before the shareholders of the corporation, and the
Common Stock shall not be entitled to vote separately as a class on any matter.
In any such vote, each holder of Class A Common Stock will be entitled to one
vote per share of Class A Common Stock held by such holder and each holder of
Series A Preferred Stock, Series C Preferred Stock and Series D-1 Preferred
Stock will be entitled to one vote for each share of Common Stock into which
such Preferred Stock held by such holder is then convertible. Except as
otherwise provided in these Articles of Incorporation or the Act, the holders of
Series B Preferred Stock, the Series C-1 Preferred Stock or Series D-2 Preferred
Stock will have no right to vote their shares of Series B Preferred Stock,
Series C-1 Preferred Stock or Series D-2 Preferred Stock on any matters to be
voted on by the shareholders of the corporation. Except as otherwise provided in
these Articles of Incorporation or the Act, the holders of Class B Common Stock
will have no right to vote their shares of Class B Common Stock on any matters
to be voted on by the shareholders of the corporation.
4.B. On any matter specifically requiring the vote of only the holders of
the Series A Preferred Stock, Series B Preferred Stock, Series C Preferred Stock
and Series D Preferred Stock, the Series A Preferred Stock, Series B Preferred
Stock and Series C Preferred Stock, or the Series A Preferred Stock, Series B
Preferred Stock, Series C Preferred Stock and Series C-1 Preferred Stock, as the
case may be, voting together as a single class pursuant to these Articles of
Incorporation, each holder of Series B Preferred Stock, Series C-1 Preferred

Stock and Series D-2 Preferred Stock (if applicable) will be entitled to one
vote per share of Series B Preferred Stock, Series C-1 Preferred Stock or Series
D-2 Preferred Stock held by such holder and each holder of Series A Preferred
Stock, Series C Preferred Stock and Series D-1 Preferred Stock (if
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applicable) will be entitled to one vote for each share of Common Stock into
which such Preferred Stock held by such holder is then convertible.
4.C. Without first obtaining the approval or consent of the holders of at
least 66-2/3% of the outstanding shares of Series A Preferred Stock, Series B
Preferred Stock and Series C Preferred Stock, voting together as a single class
and not as separate classes or series, the corporation shall not:
(i) issue any capital stock, options, warrants or rights to purchase
or acquire capital stock, or any other equity securities, other than (A)
pursuant to an Approved Plan or the exercise of options or other rights
granted pursuant thereto, (B) upon conversion of shares of Series A
Preferred Stock, (C) upon conversion of shares of Series B Preferred Stock,
(D) upon conversion of shares of Series C Preferred Stock, (E) upon
conversion of shares of Series D-1 Preferred Stock, (F) pursuant to the
Series D-1 Purchase Agreement, (G) the issuance of the Warrant Shares upon
the exercise of the Warrants or (H) the Class A Common Stock issuable upon
conversion of any outstanding Class B Common Stock;
(ii) except as required pursuant to the Shareholders Agreement, sell
or dispose of in any manner all or any substantial portion of its
properties or assets, liquidate, dissolve or enter into any merger,
consolidation or similar transaction; or
(iii) acquire any interest in any Person (whether by a purchase of
assets, purchase of stock or other securities, merger or otherwise, or
create any Subsidiary other than a wholly owned Subsidiary), other than
purchases (either directly, or indirectly through the purchase of 100% of
the outstanding stock of the Person) of monitoring alarm contracts in the
ordinary course of business of the corporation.
4.D. Without first obtaining the approval or consent of the holders of at
least 66-2/3% of the outstanding shares of Series A Preferred Stock, Series B
Preferred Stock, Series C Preferred Stock and Series C-1 Preferred Stock, each
voting as separate series and not as a single class, the corporation shall not
make any amendment to these Articles of Incorporation or the corporation's
bylaws, or file any resolution of the Board of Directors with the Texas
Secretary of State containing any provisions, which would increase the number of
authorized shares of the Series A Preferred Stock, Series B Preferred Stock,
Series C Preferred Stock and/or Series C-1 Preferred Stock, as the case may be,
or adversely affect or otherwise impair the rights or the relative preferences
and priorities of the holders of the Series A Preferred Stock, Series B
Preferred Stock, Series C Preferred Stock and/or Series C-1 Preferred Stock, as
the case may be, under these Articles of Incorporation.
4.E. Without first obtaining the approval or consent of the holders of at
least 66-2/3% of the outstanding shares of Series A Preferred Stock, Series B
Preferred Stock and Series C Preferred Stock, each voting as separate series and
not as a single class, the corporation shall not purchase, redeem or otherwise
acquire or retire for value any of its capital stock or other equity securities
or declare or make any dividend or other distribution with respect to any of its
capital stock or other equity securities (other than a dividend or distribution
payable solely in shares of Common Stock), except that this provision shall not
prevent (i) the repurchase by the corporation of (a) capital stock from
employees at cost pursuant to agreements with such employees
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approved by the Board of Directors (with a majority of the Purchaser Directors
concurring) or (b) Preferred Stock and Common Stock required under part 3 hereof
or (ii) a liquidation of the corporation under part 2 hereof.
Part 5. Conversion.
The holders of Series A Preferred Stock, Series B Preferred Stock, Series C
Preferred Stock and Series D-1 Preferred Stock shall have conversion rights as
follows (the "Conversion Rights"):
5.A. Right to Convert. Subject to the provisions of paragraph 5C, (i) each
share of Series A Preferred Stock shall be convertible, at the option of the
holder thereof, at any time after the date of issuance of such share, at the
office of the corporation or any transfer agent for such share, into such number
of fully paid and nonassessable shares of Class A Common Stock as is determined
by dividing $1.00 by the Series A Conversion Price (as defined below) in effect
at the time of conversion, (ii) each share of Series B Preferred Stock shall be
convertible, at the option of the holder thereof, concurrently with the closing

of a Qualified Public Offering with respect to the Series B Preferred Stock, at
the office of the corporation or any transfer agent for such share, into such
number of fully paid and nonassessable shares of Class A Common Stock as is
determined by dividing the Series B Redemption Price at the time of closing of
such Qualified Public Offering by the Qualified Public Offering Price Per Share,
(iii) each share of Series C Preferred Stock shall be convertible, at the option
of the holder thereof, (a) at any time after the expiration of the Additional
Financing Period, (b) during the Additional Financing Period, concurrently with
upon the closing of a Qualified Public Offering with respect to the Series C
Preferred Stock or (c) during the Additional Financing Period, concurrently with
the closing of a sale of Triggering Securities (as defined in the Co-Sale
Agreement) but in the case of this clause (c) only if the holder has elected to
sell shares of Common Stock at such closing and then only to the extent
necessary so that the holder holds the number of shares of Common Stock to be
sold at such closing, at the office of the corporation or any transfer agent for
such share, into such number of fully paid and nonassessable shares of Class A
Common Stock as is determined by dividing $19.689579 by the Series C Conversion
Price (as defined below) in effect at the time of conversion, and (iv) each
share of Series D-1 Preferred Stock shall be convertible, at the option of the
holder thereof, (a) at any time after the expiration of the Additional Financing
Period, (b) during the Additional Financing Period, concurrently with the
closing of a Qualified Public Offering with respect to the Series D Preferred
Stock or (c) during the Additional Financing Period, concurrently with the
closing of a sale of Triggering Securities (as defined in the Co-Sale Agreement)
but in the case of this clause (c) only if the holder has elected to sell shares
of Common Stock at such closing and then only to the extent necessary so that
the holder holds the number of shares of Common Stock to be sold at such
closing, at the office of the corporation or any transfer agent for such share,
into (1) one fully paid and nonassessable share of Series D-2 Preferred Stock
and (2) a quantity of fully paid and nonassessable shares of Class A Common
Stock equal to the Series D-1 Conversion Amount in effect at the time of
conversion. Shares of Series C-1 Preferred Stock and Series D-2 Preferred Stock
shall not be convertible.
5.B. Automatic Conversion. Each share of Series A Preferred Stock shall
automatically be converted into shares of Class A Common Stock at the then
effective Series A
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Conversion Price immediately upon the closing of a Qualified Public Offering
with respect to the Series A Preferred Stock. Each share of Series C Preferred
Stock shall automatically be converted into shares of Class A Common Stock at
the then effective Series C Conversion Price immediately upon the closing of a
Qualified Public Offering with respect to the Series C Preferred Stock. Each
share of Series D-1 Preferred Stock shall automatically be converted into (i)
one fully paid and nonassessable share of Series D-2 Preferred Stock and (ii) a
quantity of fully paid and nonassessable shares of Class A Common Stock equal to
the Series D-1 Conversion Amount in effect at the time of conversion immediately
upon the closing of a Qualified Public Offering with respect to the Series D
Preferred Stock.
5.C. Mechanics of Conversion. Before (i) any holder of Series A Preferred
Stock, Series B Preferred Stock or Series C Preferred Stock shall be entitled to
convert shares of Series A Preferred Stock, Series B Preferred Stock or Series C
Preferred Stock into shares of Class A Common Stock or (ii) any holder of Series
D-1 Preferred Stock shall be entitled to convert shares of Series D-1 Preferred
Stock into shares of Series D-2 Preferred Stock and shares of Class A Common
Stock, such holder shall surrender the certificate or certificates therefor,
duly endorsed, at the office of the corporation or of any transfer agent for
such shares, and shall give written notice to the corporation at such office
that such holder elects to convert the same and shall state therein the name or
names in which the certificate or certificates for shares of Series D-2
Preferred Stock and/or Class A Common Stock, as applicable, are to be issued.
The corporation shall, as soon as practicable thereafter, issue and deliver at
such office to such holder of Series A Preferred Stock, Series B Preferred
Stock, Series C Preferred Stock or Series D-1 Preferred Stock a certificate or
certificates for the number of shares of Series D-2 Preferred Stock and/or Class
A Common Stock, as applicable, to which the holder shall be entitled as
aforesaid. Such conversion shall be deemed to have been made immediately prior
to the close of business on the date of surrender of the shares of Series A
Preferred Stock, Series B Preferred Stock, Series C Preferred Stock or Series
D-1 Preferred Stock to be converted, and the Person or Persons entitled to
receive the shares of Series D-2 Preferred Stock and/or Class A Common Stock, as
applicable, issuable upon such conversion shall be treated for all purposes as
the record holder or holders of such shares of Series D-2 Preferred Stock and/or
Class A Common Stock, as applicable, on such date. In the event of an automatic
conversion of the Series A Preferred Stock, Series C Preferred Stock or Series
D-1 Preferred Stock, the Board of Directors may elect to treat the conversion of
the shares of Series A Preferred Stock, Series C Preferred Stock or Series D-1
Preferred Stock as having been made effective as of the date of the event
resulting in the automatic conversion.
5.D. Adjustments to Conversion Prices and the Series D Dilution Factor for

Dilutive Issues.
(i) Conversion Prices and Series D Dilution Factor. The initial Series
A Conversion Price shall be $1.00 per share. The initial Series C
Conversion Price shall be $19.689579 per share. The initial Series D
Dilution Factor shall be an amount equal to 1.00. The Series A Conversion
Price, the Series C Conversion Price and the Series D Dilution Factor shall
be subject to adjustment as set forth in this part 5.
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(ii) Special Definitions. For purposes hereof, the following
definitions apply:
(a) "Options" shall mean rights, options, or warrants to
subscribe for, purchase or otherwise acquire either Common Stock or
Convertible Securities, but shall not include the Warrants (other than
the 2001 Warrants).
(b) "Convertible Securities" shall mean any evidences of
indebtedness, shares (other than Common Stock, Series A Preferred
Stock, Series B Preferred Stock, Series C Preferred Stock or Series
D-1 Preferred Stock) or other securities convertible into or
exchangeable for Common Stock.
(c) "Additional Shares of Common Stock" shall mean all shares of
Common Stock issued (or, pursuant to paragraph 5D(iv), deemed to be
issued) by the corporation after the Series D-1 Original Issue Date
other than shares of Common Stock issued or issuable:
(1) upon conversion of shares of the Series A Preferred
Stock, Series B Preferred Stock, Series C Preferred Stock or
Series D-1 Preferred Stock;
(2) to officers, directors or employees of, or consultants
to, the corporation or any Subsidiary, on terms approved by the
Board of Directors (including shares of Common Stock issued or
issuable upon exercise of options granted pursuant to any
Approved Plan);
(3) as a dividend or distribution on Series A Preferred
Stock, Series B Preferred Stock or Series C Preferred Stock;
(4) pursuant to the acquisition of another Person by merger,
purchase of all or substantially all of the assets of such Person
or reorganization;
(5) upon the exercise of the Warrants or the conversion of
Class B Common Stock into Class A Common Stock;
(6) upon the issuance of Series D-1 Preferred Stock pursuant
to the Series D-1 Purchase Agreement; or
(7) upon the issuance of Bundled Securities, but not in
excess of 1,114,181 shares of Common Stock (subject to adjustment
for all combinations and splits), in the aggregate (any such
securities issued in excess of such amount shall be deemed
Additional Shares of Common Stock), in one or more Third Party
Financings;
provided, however, that (A) shares of Common Stock deemed to be issued pursuant
to paragraph 5D(iv) upon the issuance of Series D-1 Preferred Stock as described
in subparagraph (c)(6) shall be deemed Additional Shares of Common Stock issued
at a price of $0.01 per share for the purposes of determining any adjustments to
the Series C Conversion Price (as provided in
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5(D)(viii)), (B) on or prior to the date of the expiration of the Additional
Financing Period only, the issuance of shares of Common Stock (or, pursuant to
paragraph 5D(iv), shares of Common Stock deemed to be issued) as described in
subparagraph (c)(7) shall be deemed to be an issuance of Additional Shares of
Common Stock for the purposes of determining any adjustments to the Series A
Conversion Price and the Series C Conversion Price, (C) the issuance of shares
of Common Stock (or, pursuant to paragraph 5D(iv), shares of Common Stock deemed
to be issued) as described in subparagraph (c)(2) (but only to the extent such
shares are issued or deemed to be issued to an Eligible Employee), subparagraph
(c)(3) and subparagraph (c)(4) shall be deemed to be an issuance of Additional
Shares of Common Stock for purposes of determining any adjustment to the Series
D Dilution Factor, and (D) on or prior to the date of the expiration of the
Additional Financing Period only, the issuance of shares of Common Stock (or,
pursuant to paragraph 5D(iv), shares of Common Stock deemed to be issued) as
described in subparagraph (c)(2) (but only to the extent such shares are issued

or deemed to be issued to an Eligible Employee), subparagraph (c)(3),
subparagraph (c)(4) and subparagraph (c)(7) shall be deemed to be an issuance of
Additional Shares of Common Stock for purposes of determining the number of
Fully Diluted Shares of Common Stock.
(iii) No Adjustment of Conversion Price or Series D Dilution Factor.
No adjustment in the Series A Conversion Price of Series A Preferred Stock
shall be made in respect of the issuance of Additional Shares of Common
Stock unless the consideration per share for an Additional Share of Common
Stock issued or deemed to be issued by the corporation is less than the
Series A Conversion Price in effect on the date of, and immediately prior
to such issue. No adjustment in the Series B Conversion Price of Series B
Preferred Stock shall be made in respect of the issuance of Additional
Shares of Common Stock. No adjustment in the Series C Conversion Price of
Series C Preferred Stock shall be made in respect of the issuance of
Additional Shares of Common Stock unless the consideration per share for an
Additional Share of Common Stock issued or deemed to be issued by the
corporation is less than the Series C Conversion Price in effect on the
date of, and immediately prior to such issue. No adjustment in the Series D
Dilution Factor shall be made in respect of the issuance of Additional
Shares of Common Stock unless the consideration per share for an Additional
Share of Common Stock issued or deemed to be issued by the corporation is
less than the Market Price of Class A Common Stock determined as of the
date of such issue.
(iv) Deemed Issue of Additional Shares of Common Stock. In the event
the corporation at any time or from time to time after the Series D-1
Original Issue Date shall issue any Options or Convertible Securities or
shall fix a record date for the determination of holders of any class of
securities then entitled to receive any such Options or Convertible
Securities, then the maximum number of shares (as set forth in the
instrument relating thereto without regard to any provisions contained
therein designed to protect against dilution) of Common Stock issuable upon
the exercise of such Options or, in the case of Convertible Securities and
Options therefor, the conversion or exchange of such Convertible
Securities, shall be deemed to be Additional Shares of Common Stock issued
as of the time of such issue or, in case such a record date shall have been
fixed, as of the close of business on such record date, provided that in
any such case in which Additional Shares of Common Stock are deemed to be
issued:
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(a) no further adjustments in the Series A Conversion Price,
Series C Conversion Price or Series D Dilution Factor shall be made
upon the subsequent issue of Convertible Securities or shares of
Common Stock upon the exercise of such Options or conversion or
exchange of such Convertible Securities;
(b) if such Options or Convertible Securities by their terms
provide, with the passage of time or otherwise, for any increase in
the consideration payable to the corporation, or decrease in the
number of shares of Common Stock issuable upon the exercise,
conversion or exchange thereof, then the Series A Conversion Price,
Series C Conversion Price or Series D Dilution Factor computed upon
the original issue thereof (or upon the occurrence of a record date
with respect thereto), and any subsequent adjustments based thereon,
shall, upon any such increase or decrease becoming effective, be
recomputed to reflect such increase or decrease insofar as it affects
such Options or the rights of conversion or exchange under such
Convertible Securities (provided, however, that no such adjustment of
the Series A Conversion Price, the Series C Conversion Price or Series
D Dilution Factor shall affect Common Stock previously issued upon
conversion of Series A Preferred Stock, Series C Preferred Stock or
Series D-1 Preferred Stock);
(c) upon the expiration of any such Options (other than any
Option that is acquired for value by the corporation or a Subsidiary
or cancelled for value) or any rights of conversion or exchange under
such Convertible Securities which shall not have been exercised, the
Series A Conversion Price, Series C Conversion Price or Series D
Dilution Factor computed upon the original issue thereof (or upon the
occurrence of a record date with respect thereto), and any subsequent
adjustments based thereon, shall, upon such expiration, be recomputed
as if:
(1) in the case of Convertible Securities or Options for
Common Stock the only Additional Shares of Common Stock issued
were the shares of Common Stock, if any, actually issued upon the
exercise of such Options or the conversion or exchange of such
Convertible Securities and the consideration received therefor
was the consideration actually received by the corporation for
the issue of all such Options, whether or not exercised, plus the
consideration actually received by the corporation upon such

exercise, or for the issue of all such Convertible Securities
which were actually converted or exchanged, plus the additional
consideration, if any, actually received by the corporation upon
such conversion or exchange, and
(2) in the case of Options for Convertible Securities, only
the Convertible Securities, if any, actually issued upon the
exercise thereof were issued at the time of issue of such Options
and the consideration received by the corporation for the
Additional Shares of Common Stock deemed to have been then issued
was the consideration actually received by the corporation for
the issue of all such Options, whether or not
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exercised, plus the consideration deemed to have been received by
the corporation (determined pursuant to paragraph 5D(ix)) upon
the issue of the Convertible Securities with respect to which
such Options were actually exercised;
(d) no adjustment of the conversion rate for the Series A
Preferred or Series C Preferred Stock shall have the effect of
increasing the Series A Conversion Price or Series C Conversion Price
to an amount which exceeds the lower of (1) the Series A Conversion
Price or Series C Conversion Price on the original adjustment date, or
(2) the Series A Conversion Price or Series C Conversion Price that
would have resulted from any actual issuance of Additional Shares of
Common Stock between the original adjustment date and such
readjustment date;
(e) no adjustment of the Series D Dilution Factor shall have the
effect of decreasing the Series D Dilution Factor to an amount which
is lower than the higher of (1) the Series D Dilution Factor on the
original adjustment date or (2) the Series D Dilution Factor that
would have resulted from any actual issuance of Additional Shares of
Common Stock and the operation of any other provision of this part 5
between the original adjustment date and such readjustment date;
(f) in the case of any Options that expire by their terms not
more than 30 days after the date of issue thereof, no adjustment of
the Series A Conversion Price, the Series C Conversion Price or Series
D Dilution Factor shall be made, except as to shares of Series A
Preferred Stock, Series C Preferred Stock or Series D-1 Preferred
Stock converted during such period, until the expiration or exercise
of all such Options, whereupon such adjustment shall be made in the
same manner provided in clause (c) above; and
(g) if any such record date shall have been fixed and such
Options or Convertible Securities are not issued on the date fixed
thereof, the adjustment previously made in the Series A Conversion
Price, Series C Conversion Price or Series D Dilution Factor that
became effective on such record date shall be cancelled as of the
close of business on such record date, and shall instead be made on
the actual date of issuance, if any.
(v) Adjustment of Series A Conversion Price Upon Issuance of
Additional Shares of Common Stock. Subject to subparagraph 5D(viii), in the
event the corporation, at any time after the Series D-1 Original Issue
Date, shall issue Additional Shares of Common Stock (including Additional
Shares of Common Stock deemed to be issued pursuant to paragraph 5D(iv))
without consideration or for a consideration per share less than the Series
A Conversion Price in effect on the date of and immediately prior to such
issue, then and in such event, such Series A Conversion Price shall be
reduced, concurrently with such issue, to the price (calculated to the
nearest $0.0001) obtained by multiplying the Series A Conversion Price in
effect immediately prior to the time of such issue or sale by a fraction,
the numerator of which shall be (a) the number of shares of Common Stock
outstanding (or deemed to be outstanding hereunder) immediately prior
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to such issue or sale multiplied by the Series A Conversion Price
immediately prior to such issue or sale plus (b) the consideration received
(or deemed to be received hereunder) by the corporation upon such issue or
sale, and the denominator of which shall be the product of (c) the total
number of shares of Common Stock outstanding (or deemed to be outstanding
hereunder) immediately after such issue or sale, multiplied by (d) the
Series A Conversion Price immediately prior to such issue or sale.
Notwithstanding the foregoing, no adjustment of the Series A Conversion
Price shall be made in an amount less than $0.0001 per share, but any such
lesser adjustment shall be carried forward and shall be made at the time of
and together with the next subsequent adjustment which together with any
adjustments so carried forward shall amount to $0.0001 per share or more.

Upon each adjustment of the Series A Conversion Price, the Series A
Preferred Stock shall thereafter be convertible, at the Series A Conversion
Price resulting from such adjustment, into the number of shares of Class A
Common Stock obtained by multiplying the Series A Conversion Price in
effect immediately prior to such adjustment by the number of shares of
Class A Common Stock into which the Series A Preferred Stock was
convertible pursuant hereto immediately prior to such adjustment and
dividing the product thereof by the Series A Conversion Price resulting
from such adjustment.
(vi) Adjustment of Series C Conversion Price Upon Issuance of
Additional Shares of Common Stock. Subject to subparagraph 5D(viii), in the
event the corporation, after the Series D-1 Original Issue Date, shall
issue Additional Shares of Common Stock (including Additional Shares of
Common Stock deemed to be issued pursuant to paragraph 5D(iv)) without
consideration or for a consideration per share less than the Series C
Conversion Price in effect on the date of and immediately prior to such
issue, then and in such event, such Series C Conversion Price shall be
reduced, concurrently with such issue, to the price (calculated to the
nearest $0.0001) obtained by multiplying the Series C Conversion Price in
effect immediately prior to the time of such issue or sale by a fraction,
the numerator of which shall be the sum of (a) the number of shares of
Common Stock outstanding (or deemed to be outstanding hereunder)
immediately prior to such issue or sale multiplied by the Series C
Conversion Price immediately prior to such issue or sale plus (b) the
consideration received (or deemed to be received hereunder) by the
corporation upon such issue or sale, and the denominator of which shall be
the product of (c) the total number of shares of Common Stock outstanding
(or deemed to be outstanding hereunder) immediately after such issue or
sale, multiplied by (d) the Series C Conversion Price immediately prior to
such issue or sale. Notwithstanding the foregoing, no adjustment of the
Series C Conversion Price shall be made in an amount less than $0.0001 per
share, but any such lesser adjustment shall be carried forward and shall be
made at the time of and together with the next subsequent adjustment which
together with any adjustments so carried forward shall amount to $0.0001
per share or more. Upon each adjustment of the Series C Conversion Price,
the Series C Preferred Stock shall thereafter be convertible, at the Series
C Conversion Price resulting from such adjustment, into the number of
shares of Class A Common Stock obtained by multiplying the Series C
Conversion Price in effect immediately prior to such adjustment by the
number of shares of Class A Common Stock into which the Series C Preferred
Stock was convertible pursuant hereto immediately prior to such adjustment
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and dividing the product thereof by the Series C Conversion Price resulting
from such adjustment.
(vii) Adjustment of Series D Dilution Factor Upon Issuance of
Additional Shares of Common Stock. In the event the corporation, at any
time after the date of the expiration of the Additional Financing Period,
shall issue Additional Shares of Common Stock (including Additional Shares
of Common Stock deemed to be issued pursuant to paragraph 5D(iv)) without
consideration or for a consideration per share less than the Market Price
of Class A Common Stock determined as of immediately prior to such issue,
then immediately upon such issue the Series D Dilution Factor shall be
increased, concurrently with such issue, to the amount (calculated to the
nearest 0.00001) obtained by multiplying the Series D Dilution Factor in
effect immediately prior to such issue by a fraction, the numerator of
which shall be the product derived by multiplying the Market Price of Class
A Common Stock determined as of immediately prior to such issue by the
number of shares of Common Stock outstanding (or deemed to be outstanding
hereunder) immediately after such issue and the denominator of which shall
be the sum of (1) the number of shares of Common Stock outstanding (or
deemed to be outstanding hereunder) immediately prior to such issue
multiplied by the Market Price of Class A Common Stock determined
immediately prior to such issue, plus (2) the consideration, if any,
received by the corporation upon such issue. Notwithstanding the foregoing,
no adjustment of the Series D Dilution Factor shall be made in an amount
less than 0.00001, but any such lesser adjustment shall be carried forward
and shall be made at the time of and together with the next subsequent
adjustment which together with any adjustments so carried forward shall
amount to 0.00001 or more. Upon each adjustment of the Series D Dilution
Factor, each share of Series D-1 Preferred Stock shall thereafter be
convertible into one share of Series D-2 Preferred Stock and a number of
shares of Class A Common Stock equal to the Series D-1 Conversion Amount
resulting from such adjustment.
(viii) Effect of the Issuance of Series D-1 Preferred Stock and
Changes in the Series D-1 Conversion Amount. The Series A Conversion Price
shall not be adjusted as a result of the issuance of Series D-1 Preferred
Stock by the corporation or any change in the Adjusted Series D Underlying
Common Stock Amount, the Series D Dilution Factor or any component of
either of them. For purposes of adjusting the Series C Conversion Price

only, (a) on the Series D-1 Original Issue Date, the corporation will be
deemed to have issued 2,033,381 Additional Shares of Common Stock, which
amount is equal to the Initial Series D Underlying Common Stock Amount on
the Series D-1 Original Issue Date, at the price of $0.01 per share and,
concurrently with such deemed issuance, the Series C Conversion Price shall
be reduced to $15.989766 in accordance with the provisions of paragraphs
5D(iv) (as if the Series D-1 Preferred Stock was a Convertible Security)
and 5D(vi); (b) in the event the corporation, after the Series D-1 Original
Issue Date, shall issue Option Shares, then the corporation will be deemed
to have issued a number of Additional Shares of Common Stock equal to the
amount by which the Initial Series D Underlying Common Stock Amount, as
calculated on the date of such issuance immediately following the issuance
of such Option Shares and after giving effect to the resulting reduction of
the Series C Conversion Price, exceeds the Initial Series D Underlying
Common Stock Amount, as calculated on the date of such issuance immediately
prior to such issuance of Option Shares and without giving effect to such
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reduction in the Series C Conversion Price, at the price of $0.01 per share
and, concurrently with such issuance, the Series C Conversion Price shall
be reduced in accordance with the provisions of paragraphs 5D(iv) (as if
the Series D-1 Preferred Stock was a Convertible Security) and 5D(vi); and
(c) in the event, after the Series D-1 Original Issue Date, the Additional
Financing Amount increases (other than by reason of the issuance of Option
Shares), then a number of Additional Shares of Common Stock equal to the
amount by which the Initial Series D Underlying Common Stock Amount, as
calculated on the date of such increase immediately prior to such increase
in the Additional Financing Amount and without giving effect to the
resulting increase of the Series C Conversion Price, exceeds the Initial
Series D Underlying Common Stock Amount, as calculated on the date of such
increase immediately after such increase in the Additional Financing Amount
and giving effect to such increase in the Series C Conversion Price, shall
be Additional Shares of Common Stock which were never deemed to have been
issued as described in clause (a) above and, concurrently with such
increase in the Additional Financing Amount, the Series C Conversion Price
shall be increased to reflect such decrease in the Initial Series D
Underlying Common Stock Amount in accordance with the provisions of
paragraphs 5D(iv) (as if the Series D-1 Preferred Stock was a Convertible
Security) and 5D(vi). Except as specifically provided by this paragraph
5D(viii), the Series C Conversion Price shall not be adjusted as a result
of the issuance of Series D-1 Preferred Stock by the corporation or any
change in the Adjusted Series D Underlying Common Stock Amount, the Series
D Dilution Factor or any component of either of them.
(ix) Determination of Consideration. For purposes of this paragraph
5D, the consideration received by the corporation for the issuance of any
Additional Shares of Common Stock shall be computed as follows:
(a) Cash and Property. Such consideration shall:
(1) insofar as it consists of cash, be computed at the
aggregate amount of cash received by the corporation excluding
amounts paid or payable for accrued interest or accrued dividends
after deducting all commissions and expenses paid and concessions
and discounts allowed to underwriters, dealers or others
performing similar services in connection with such issue;
(2) insofar as it consists of property other than cash, be
computed at the fair value thereof at the time of such issue, as
determined in good faith by the Board of Directors; and
(3) in the event Additional Shares of Common Stock are
issued together with other shares or securities or other assets
of the corporation for consideration that covers both, be the
proportion of such consideration so received, computed as
provided in clauses (1) and (2) above, as determined in good
faith by the Board of Directors.
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(b) Options and Convertible Securities. The consideration per
share received by the corporation for Additional Shares of Common
Stock deemed to have been issued pursuant to paragraph 5D(iv),
relating to Options and Convertible Securities, shall be determined by
dividing:
(1) the total amount, if any, received or receivable by the
corporation as consideration for the issue of such Options or
Convertible Securities, plus the minimum aggregate amount of
additional consideration (as set forth in the instruments
relating thereto, without regard to any provision contained
therein designed to protect against dilution) payable to the

corporation upon the exercise of such Options or the conversion
or exchange of such Convertible Securities, or in the case of
Options for Convertible Securities, the exercise of such Option
for Convertible Securities and the conversion or exchange of such
Convertible Securities; by
(2) the maximum number of shares of Common Stock (as set
forth in the instruments relating thereto, without regard to any
provision contained therein designed to protect against dilution)
issuable upon the exercise of such Options or the conversion or
exchange of such Convertible Securities.
5.E. Adjustments for Dividends, Combinations or Subdivisions of Common
Stock. In the event that the corporation at any time or from time to time after
the Series D-1 Original Issue Date shall declare or pay any dividend on the
Common Stock payable in Common Stock or in any right to acquire Common Stock, or
shall effect a subdivision of the outstanding shares of Common Stock into a
greater number of shares of Common Stock (by stock split, reclassification or
otherwise), or in the event the outstanding shares of Common Stock shall be
combined or consolidated, by reclassification or otherwise, into a lesser number
of shares of Common Stock, then, concurrently with the effectiveness of such
event, the Series A Conversion Price and Series C Conversion Price in effect
immediately prior to such event shall be proportionately decreased or increased,
as appropriate, and the Series D Dilution Factor shall be proportionately
increased or decreased, as appropriate.
5.F. Other Adjustments. In case of any reorganization or any
reclassification of the capital stock of the corporation, any consolidation,
merger or share exchange of the corporation with or into another Person or
Persons (other than a consolidation or merger deemed to be a liquidation,
dissolution or winding up of the corporation as provided in paragraph 2B above),
each share of Series A Preferred Stock, Series C Preferred Stock and Series D-1
Preferred Stock shall thereafter be convertible into the number of shares of
stock or other securities or property (including cash) to which a holder of the
number of shares of Common Stock deliverable upon conversion of such share of
Series A Preferred Stock, Series C Preferred Stock and Series D-1 Preferred
Stock would have been entitled upon the record date of (or date of, if no record
date is fixed) such reorganization, reclassification, consolidation, merger or
share exchange; and, in any case appropriate adjustment (as determined by the
Board of Directors in good faith) shall be made in the application of the
provisions herein set forth with respect to the rights and interests thereafter
of the holders of Series A Preferred Stock, Series B Preferred Stock, Series C
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Preferred Stock or Series D-1 Preferred Stock to the end that the provisions set
forth herein shall thereafter be applicable, as nearly equivalent as is
practicable, in relation to any shares of stock or the securities or property
(including cash) thereafter deliverable upon the conversion of the shares of
Series A Preferred Stock, Series B Preferred Stock, Series C Preferred Stock or
Series D-1 Preferred Stock.
5.G. No Impairment. The corporation will not, by amendment of these
Articles of Incorporation or through any reorganization, transfer of assets,
consolidation, merger, dissolution, issue or sale of securities or any other
voluntary action, avoid or seek to avoid the observance or performance of any of
the terms to be observed or performed hereunder by the corporation but will at
all times in good faith assist in the carrying out of all the provisions of this
part 5 and in the taking of all such action as may be necessary or appropriate
in order to protect the conversion right of the holders of the Series A
Preferred Stock, the Series B Preferred Stock, the Series C Preferred Stock and
the Series D-1 Preferred Stock against impairment.
5.H. Certificates as to Adjustments. Upon the occurrence of each adjustment
or readjustment of the Series A Conversion Price, Series C Conversion Price or
Series D Dilution Factor pursuant to this part 5, the corporation at its expense
shall promptly compute such adjustment and prepare and furnish to each holder of
Series A Preferred Stock, Series C Preferred Stock or Series D-1 Preferred
Stock, as the case may be, a certificate setting forth such adjustment or
readjustment and showing in detail the facts upon which such adjustment or
readjustment is based. The corporation shall, upon the written request at any
time of any holder of the Series A Preferred Stock or Series C Preferred Stock
or Series D-1 Preferred Stock, furnish or cause to be furnished to such holder a
like certificate setting forth (i) such adjustments and readjustments, (ii) the
Series A Conversion Price, Series C Conversion Price or Series D Dilution
Factor, as the case may be, at the time in effect, and the number of shares of
Common Stock and the amount, if any, of other property which at the time would
be received upon the conversion of the Series A Preferred Stock, Series C
Preferred Stock or Series D-1 Preferred Stock.
5.I. Issue Taxes. The corporation shall pay any and all issue and other
taxes that may be payable in respect of any issue or delivery of shares of Class
A Common Stock on conversion of shares of Series A Preferred Stock, Series B
Preferred Stock, Series C Preferred Stock or Series D-1 Preferred Stock pursuant

hereto; provided, however, that the corporation shall not be obligated to pay
any transfer taxes resulting from any transfer requested by any holder in
connection with any such conversion.
5.J. Reservation of Stock Issuable Upon Conversion. The corporation shall
at all times reserve and keep available out of its authorized but unissued
shares of Class A Common Stock, solely for the purpose of effecting the
conversion of the shares of the Series A Preferred Stock, Series B Preferred
Stock, Series C Preferred Stock and Series D-1 Preferred Stock, such number of
its shares of Class A Common Stock as shall from time to time be sufficient to
effect the conversion of all outstanding shares of the Series A Preferred Stock,
Series B Preferred Stock, Series C Preferred Stock and Series D-1 Preferred
Stock and if at any time the number of authorized but unissued shares of Class A
Common Stock shall not be sufficient to effect the conversion of all then
outstanding shares of the Series A Preferred Stock, Series B Preferred Stock,
Series C Preferred Stock and Series D-1 Preferred Stock, the corporation will
take such
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corporate action as in the opinion of its counsel may be necessary to increase
its authorized but unissued shares of Class A Common Stock to such number of
shares as shall be sufficient for such purpose, including, without limitation,
engaging in best efforts to obtain the requisite shareholder approval of any
necessary amendment to these Articles of Incorporation. The corporation shall at
all times reserve and keep available out of its authorized but unissued shares
of Series D-2 Preferred Stock, solely for the purpose of effecting the
conversion of the shares of the Series D-1 Preferred Stock, such number of its
shares of Series D-2 Preferred Stock as shall from time to time be sufficient to
effect the conversion of all outstanding shares of the Series D-1 Preferred
Stock and if at any time the number of authorized but unissued shares of Series
D-2 Preferred Stock shall not be sufficient to effect the conversion of all then
outstanding shares of the Series D-1 Preferred Stock, the corporation will take
such corporate action as in the opinion of its counsel may be necessary to
increase its authorized but unissued shares of Series D-2 Preferred Stock to
such number of shares as shall be sufficient for such purpose, including,
without limitation, engaging in best efforts to obtain the requisite shareholder
approval of any necessary amendment to these Articles of Incorporation.
5.K. Fractional Shares. No fractional share shall be issued upon the
conversion of any share or shares of Series A Preferred Stock, Series B
Preferred Stock, Series C Preferred Stock or Series D-1 Preferred Stock. All
shares of Class A Common Stock (including fractions thereof) issuable upon
conversion of more than one share of Series A Preferred Stock, Series B
Preferred Stock, Series C Preferred Stock or Series D-1 Preferred Stock by a
holder thereof shall be aggregated for purposes of determining whether the
conversion would result in the issuance of any fractional share. If, after such
aggregation, the conversion would result in the issuance of a fraction of a
share of Class A Common Stock, the corporation shall, in lieu of issuing any
fractional share, pay the holder otherwise entitled to such fraction a sum in
cash equal to the fair market value of such fraction on the date of conversion
(as determined in good faith by the Board of Directors of the corporation).
5.L. Payment of Accrued Dividends. Subject to paragraph 1E, (i) as soon as
possible after shares of Series A Preferred Stock have been converted into
shares of Class A Common Stock, the corporation shall deliver to the holder of
the shares of Series A Preferred Stock converted payment in cash in an amount
equal to all accrued and unpaid dividends with respect to each share of Series A
Preferred Stock converted, or if the conversion occurs in connection with a
Qualified Public Offering or following the Initial Public Offering, and the
corporation's securities are then listed on a national securities exchange or
the Nasdaq National Market, at the option of the corporation, (a) in connection
with a Qualified Public Offering, a number of shares of Class A Common Stock as
is determined by dividing the amount of accrued and unpaid dividends on the
shares of Series A Preferred Stock converted concurrently with the closing of
the Qualified Public Offering in question by the Qualified Public Offering Price
Per Share or (b) following the Initial Public Offering, a number of shares of
Class A Common Stock as is determined by dividing the amount of accrued and
unpaid dividends on the shares of Series A Preferred Stock converted at the time
of conversion by the Market Price of a share of Class A Common Stock and (ii) as
soon as possible after shares of Series C Preferred Stock have been converted
into shares of Class A Common Stock, including if the conversion occurs in
connection with a Qualified Public Offering with respect to the Series C
Preferred Stock or following the Initial Public Offering, the corporation shall
deliver to the holder of the shares of Series C Preferred Stock converted
payment in cash in an amount equal to all accrued and unpaid
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dividends with respect to each share of Series C Preferred Stock converted.
Shares of Class A Common Stock issued by the corporation in payment of accrued
and unpaid dividends in lieu of cash shall, upon issuance, be fully paid and
nonassessable shares.

5.M. Notices. The corporation shall give each holder of record of Series A
Preferred Stock, Series B Preferred Stock, Series C Preferred Stock and Series D
Preferred Stock written notice of each proposed underwritten public offering of
Class A Common Stock that could reasonably be anticipated to be a Qualified
Public Offering not later than 20 days prior to the anticipated date of closing
of such public offering. Such notice shall set forth a summary of the proposed
terms of such public offering, including the anticipated Initial Public Offering
Price Per Share (which may be expressed as a range of anticipated prices) for
the Class A Common Stock. Thereafter, the corporation shall give such holders
prompt written notice of any material changes in the proposed terms of such
public offering, including any change in the anticipated Initial Public Offering
Price Per Share. If the public offering is a Qualified Public Offering, the
corporation shall also give each holder of record of Series A Preferred Stock,
Series B Preferred Stock, Series C Preferred Stock and Series D Preferred Stock
written notice to such effect, specifying the Qualified Public Offering Price
Per Share, not later than the date of the closing of such Qualified Public
Offering.
Part 6. Registration of Transfers. The corporation will keep at its
principal office a register for the registration of shares of Series A Preferred
Stock, Series B Preferred Stock, Series C Stock, Series D Preferred Stock and
Common Stock. Upon the surrender of any certificate representing shares of
Series A Preferred Stock, Series B preferred Stock, Series C Stock, Series D
Preferred Stock or Common Stock at such place, the corporation will, at the
request of the record holder of such certificate, execute and deliver (at the
corporation's expense) a new certificate or certificates in exchange therefor
representing in the aggregate the number of shares of Series A Preferred Stock,
Series B Preferred Stock, Series C Stock, Series D Preferred Stock or Common
Stock represented by the surrendered certificate. Each such new certificate will
be registered in such name and will represent such number of shares of Series A
Preferred Stock, Series B Preferred Stock, Series C Stock, Series D Preferred
Stock or Common Stock as is requested by the holder of the surrendered
certificate and will be substantially identical in form to the surrendered
certificate, and dividends will accrue on the shares of Series A Preferred
Stock, Series B Preferred Stock, Series C Stock, Series D Preferred Stock or
Common Stock represented by such new certificate from the date to which
dividends have been fully paid on such shares of Series A Preferred Stock,
Series B Preferred Stock, Series C Stock, Series D Preferred Stock represented
by the surrendered certificate.
Part 7. Replacement.
Upon receipt of evidence reasonably satisfactory to the corporation (an
affidavit of the registered holder will be satisfactory) of the ownership and
the loss, theft, destruction or mutilation of any certificate evidencing shares
of Series A Preferred Stock, Series B Preferred Stock, Series C Stock, Series D
Preferred Stock or Common Stock, and in the case of any such loss, theft or
destruction, upon receipt of indemnity reasonably satisfactory to the
corporation or, in the case of any mutilation, upon surrender of such
certificate the corporation will (at its expense) execute and deliver in lieu of
such certificate a new certificate of like kind representing the number of
shares of Series A Preferred Stock, Series B Preferred Stock, Series C Stock,
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Series D Preferred Stock or Common Stock represented by such lost, stolen,
destroyed or mutilated certificate, and dividends will accrue on the shares of
Series A Preferred Stock, Series B Preferred Stock, Series C Stock, Series D
Preferred Stock or Common Stock represented by such new certificate from the
date to which dividends have been fully paid on such lost, stolen, destroyed or
mutilated certificate.
Part 8. Definitions.
"1999 Stock Plan" means the corporation's 1999 Stock Option Plan, dated
November 3, 1999, which provides for issuance of up to 150,000 shares of Class A
Common Stock.
"2001 Stock Plan" means the corporation's 2001 Stock Option Plan, dated
April 27, 2001, which provides for issuance of up to 250,000 shares of Class A
Common Stock.
"Additional Financing Amount" means, as of any date, the amount of gross
proceeds (net of any amount (other than reimbursement of reasonable and
customary expenses) paid to any provider of financing or any Affiliate thereof)
received by the corporation through the issuance of Option Shares or other debt
or equity securities during the Additional Financing Period (provided that the
Additional Financing Amount will not include any such gross proceeds (net of any
amount (other than reimbursement of reasonable and customary expenses) paid to
any provider of financing or any Affiliate thereof) that the corporation has
used or is permitted to use to repay indebtedness of the corporation, other than
indebtedness that the corporation may reborrow under revolving debt commitments
in effect at the end of the Additional Financing Period).

"Additional Financing Ownership Reduction Amount" means an amount equal to
(i) 0.00, if the Additional Financing Amount is less than or equal to
$20,000,000.00, (ii) the product of (a) 0.03 and (b) a fraction, the numerator
of which is the Additional Financing Amount minus $20,000,000.00 and the
denominator of which is $30,000,000.00, if the Additional Financing Amount is
greater than $20,000,000.00 but less than $50,000,000.00, and (iii) 0.03, if the
Additional Financing Amount is greater than or equal to $50,000,000.00.
"Additional Financing Period" means the period beginning on the Series D-1
Original Issue Date and ending on the earlier to occur of (a) October 27, 2002
and (b) the first date after the Series D-1 Original Issue Date when the
Additional Financing Amount is at least $50,000,000.
"Adjusted Series D Underlying Common Stock Amount" means, as of any date,
the Series D Dilution Factor in effect as of such date multiplied by the Initial
Series D Underlying Common Stock Amount.
"Applicable Series C Dividend Rate Per Share" means, with respect to each
share of Series C Stock, the annual dividend rate per share (as adjusted for any
combinations or splits with respect to such shares) as determined according to
the following table:
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<TABLE>
<CAPTION>
- --------------------------------Applicable Series C
Year
Dividend Rate Per Share
- --------------------------------<S>
<C>
Year 1
$ 3.38137
- --------------------------------Year 2
$ 3.88857
- --------------------------------Year 3
$ 4.47186
- --------------------------------Year 4
$ 5.14264
- --------------------------------Year 5
$ 5.91403
- --------------------------------Year 6
$ 6.80114
- --------------------------------Year 7
$ 7.82131
- --------------------------------Year 8
$ 8.99450
- --------------------------------Year 9
$10.34368
- --------------------------------Year 10
$11.89523
- --------------------------------Year 11
$13.67951
- --------------------------------Year 12
$15.73144
- --------------------------------Year 13
$18.09116
- --------------------------------Year 14
$20.80483
- --------------------------------Year 15
$23.92556
- --------------------------------</TABLE>
For purposes of this definition, (i) "Year 1" shall begin on the Series D-1
Original Issue Date and shall end on the date immediately preceding the first
anniversary of the Series D-1 Original Issue Date and (ii) each subsequent
"Year" shall begin on the date of the anniversary of the first day of the "Year"
immediately preceding such subsequent "Year" and shall end on the date
immediately preceding the anniversary of the first day of such subsequent
"Year".
"Applicable Revised Series C Dividend Rate Per Share" means, with respect
to each share of Series C Stock, the annual dividend rate per share (as adjusted
for any combinations or splits with respect to such shares) as determined
according to the following table:
<TABLE>
<CAPTION>
- --------------------------------------------------Applicable Revised Series C Dividend Rate
Year
Per Share
- --------------------------------------------------<S>
<C>

Year 1
$2.95344
- --------------------------------------------------Year 2
$3.39645
- --------------------------------------------------Year 3
$3.90592
- --------------------------------------------------</TABLE>
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<TABLE>
<S>
<C>
Year 4
$ 4.49181
- --------------------------------------------------Year 5
$ 5.16558
- --------------------------------------------------Year 6
$ 5.94042
- --------------------------------------------------Year 7
$ 6.83148
- --------------------------------------------------Year 8
$ 7.85620
- --------------------------------------------------Year 9
$ 9.03463
- --------------------------------------------------Year 10
$10.38983
- --------------------------------------------------Year 11
$11.94830
- --------------------------------------------------Year 12
$13.74054
- --------------------------------------------------Year 13
$15.80163
- --------------------------------------------------Year 14
$18.17187
- --------------------------------------------------Year 15
$20.89765
- --------------------------------------------------</TABLE>
For purposes of this definition, (i) "Year 1" shall begin on the day immediately
following the date (the "Series C Dividend Payment Date") on which (a) all
accrued but unpaid dividends in respect of the Series C Preferred Stock are paid
in accordance with paragraphs 1L or 5L of these Articles of Incorporation and
(b) the Series C-1 Preferred Stock is redeemed in accordance with paragraph 3E
of these Articles of Incorporation and shall end on the date immediately
preceding the first anniversary of the Series C Dividend Payment Date and (ii)
each subsequent "Year" shall begin on the date of the anniversary of the first
day of the "Year" immediately preceding such subsequent "Year" and shall end on
the date immediately preceding the anniversary of the first day of such
subsequent "Year".
"Appraisal Firm" shall mean a nationally recognized investment banking or
appraisal firm that, at the time in question, is not engaged, and during the
preceding three years has not been engaged, by the corporation or any affiliate
thereof.
"Approved Plan" means the 1999 Stock Plan, the 2001 Stock Plan and any
other written stock option, stock purchase or similar incentive plan (or options
to purchase up to 400,000 shares of Class A Common Stock) approved by the Board
of Directors (with a majority of the Purchaser Directors concurring).
"Board of Directors" means the board of directors of the corporation.
"Bundled Securities" shall mean (i) shares of Common Stock, Options or
Convertible Securities of the corporation issued or sold together with any other
securities (either debt or equity) of the corporation which are not shares of
Common Stock, Options or Convertible Securities, together comprising one
integral transaction or (ii) any Convertible Security of the
33
corporation that is convertible into (a) shares of Common Stock, Options or
Convertible Securities of the corporation and (b) other securities (debt or
equity) of the corporation that are not shares of Common Stock, Options or
Convertible Securities.
"Common Stock" means, collectively, the corporation's Class A Common Stock
and Class B Common Stock, par value $.01 per share, and any capital stock of any
class of the corporation hereafter authorized that is not limited to a fixed sum
or percentage of par or stated value in respect to the rights of the holders
thereof to participate in dividends or in the distribution of assets upon any
liquidation, dissolution or winding up of the corporation.
"Co-Sale Agreement" means the Third Amended and Restated Co-Sale Agreement,

dated as of January 18, 2002, among the corporation and certain investors, as
such agreement may from time to time be amended, modified or supplemented in
accordance with its terms.
"Credit Agreement" means the Fourth Amended and Restated Revolving Credit
and Term Loan Agreement dated February 4, 2000 by and between the corporation
and certain lenders, as such agreement may be amended, modified, supplemented,
extended or replaced from time to time.
"Eligible Employee" means an officer or employee of the corporation or any
Subsidiary of the corporation (i) to whom the corporation previously issued
Options exercisable for shares of Common Stock or (ii) who is not promoted to a
management position which entails a material increase in such officer's or
employee's duties and responsibilities in connection with an issuance of Options
exercisable for shares of Common Stock to such officer or employee.
"fair market value" means the price at which an asset would change hands
between a willing buyer and a willing seller when the former is not under any
compulsion to buy and the latter is not under any compulsion to sell, and both
parties are able, as well as willing, to trade and are well-informed about the
asset and the market for the asset.
"Fully Diluted Shares of Common Stock" means, as of any date, an amount
equal to the sum of (i) 3,372,947 (subject to adjustment for all combinations
and splits), (ii) the number of shares of Common Stock issued or issuable upon
conversion of the Series A Preferred Stock and Series C Preferred Stock, (iii)
the number of Additional Shares of Common Stock issued, or deemed pursuant to
paragraph 5D to be issued, as of such date, after the Series D-1 Original Issue
Date and on or prior to the date of the expiration of the Additional Financing
Period, other than Additional Shares of Common Stock deemed to be issued as a
result of the issuance by the corporation of the Initial Shares and Option
Shares and (iv) the number of Additional Shares of Common Stock issued, or
deemed pursuant to paragraph 5D to be issued, on or prior to the date of the
expiration of the Additional Financing Period to an Eligible Employee.
"Governmental Authority" means any agency, arbitrator, authority,
commission, court, official tribunal or other instrumentality of the United
States of America, any foreign country or any state, county, city or other
political subdivision of the United States of America or any foreign country.
"Initial Public Offering" means the initial sale of the corporation's Class
A Common Stock in a firm commitment, underwritten public offering registered
under the Securities Act
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(other than a registration relating solely to a transaction under Rule 145 under
the Securities Act or to an employee benefit plan of the corporation).
"Initial Public Offering Price Per Share" means the price (prior to
underwriters commissions and expenses) at which each share of Class A Common
Stock is offered to the public in the Initial Public Offering.
"Initial Series D Underlying Common Stock Amount" means an amount equal to
the product of (i) the Fully Diluted Shares of Common Stock and (ii) a fraction,
the numerator of which is the Initial Series D Underlying Common Stock Ownership
Percentage and the denominator of which is 1.00 minus the Initial Series D
Underlying Common Stock Ownership Percentage.
"Initial Series D Underlying Common Stock Ownership Percentage" means an
amount equal to the result of (i) 0.1825 plus (ii) the product of (1) the Option
Shares Financing Amount and (2) the Option Shares Ownership Increase Amount
minus (iii) the Additional Financing Ownership Reduction Amount.
"Initial Shares" has the meaning set forth in the Series D-1 Preferred
Stock Purchase Agreement.
"Market Price" means as to any security the average of the closing prices
of such security's sales on all domestic securities exchanges on which such
security may at the time be listed, or, if there have been no sales on any such
exchange on any day, the average of the highest bid and lowest asked prices on
all such exchanges at the end of such day, or, if on any day such security is
not so listed, the average of the representative bid and asked prices quoted in
the NASDAQ System as of 4:00 P.M., New York time, on such day, or, if on any day
such security is not quoted in the NASDAQ System, the average of the highest bid
and lowest asked prices on such day in the domestic over-the-counter market as
reported by the National Quotation Bureau, Incorporated, or any similar
successor organization, in each such case averaged over a period of 21 days
consisting of the day as of which "Market Price" is being determined and the 20
consecutive business days prior to such day; provided that if such security is
listed on any domestic securities exchange the term "business days" as used in
this sentence means business days on which such exchange is open for trading. If
a security has been issued in a Third Party Financing the "Market Price" shall
be the price at which such security was issued in such Third Party Financing. If

at any time such security is not listed on any domestic securities exchange or
quoted in the NASDAQ System or the domestic over-the-counter market or such
security has not been issued in a Third Party Financing, subject to the right of
the holders of the Series D-1 Preferred Stock set forth below, the "Market
Price" shall be the fair market value thereof determined in good faith by the
Board of Directors. Promptly following any such good faith determination of
Market Price by the Board of Directors (other than any such determination that
is made solely for purposes of paragraph 5L), the corporation shall deliver
written notice of such determination to the holders of the Series D-1 Preferred
Stock. Notwithstanding the foregoing, if the holders of a majority of the Series
D-1 Preferred Stock in good faith disagree with the Market Price determined by
the Board of Directors, such holders may deliver written notice (the
"Disagreement Notice") of such disagreement to the corporation. During the
30-day period following the delivery of a Disagreement Notice, the corporation
and
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such holders shall negotiate in good faith to reach an agreement as to the
Market Price. If the corporation and such holders are unable to reach an
agreement as to the Market Price during such 30-day period, the corporation
shall submit, by giving written notice to such holders within 10 days of the
expiration of such 30-day period, the names of five Appraisal Firms to such
holders. Promptly after the receipt of the corporation's notice, such holders
shall select, by giving written notice (the "Appraisal Firm Selection Notice")
to the corporation of such selection, one of the Appraisal Firms submitted by
the corporation. Within 10 days of the receipt of Appraisal Firm Selection
Notice, the corporation shall engage, at its expense, the selected Appraisal
Firm to determine the Market Price. The appraisal required to be prepared by the
selected Appraisal Firm shall be delivered to the corporation and each holder of
Series D-1 Preferred Stock no later than 30 days after the engagement of the
selected Appraisal Firm. The determination of such Appraisal Firm shall be final
and binding on the corporation and the holders of the Series D-1 Preferred
Stock, and the fees and expenses of such Appraisal Firm shall be paid by the
corporation.
"Note Agreement" means the Senior Subordinated Note and Warrant Purchase
Agreement dated as of May 10, 1996, by and among the corporation and certain
investors, as supplemented and modified by (i) the Senior Subordinated Note and
Warrant Purchase Agreement, dated as of November 22, 1996, (ii) the Senior
Subordinated Note and Warrant Purchase Agreement, dated as of May 19, 1997, as
amended by that certain Amendment, dated as of March 13, 1998, that certain
Second Amendment, dated as of January 13, 1999, that certain Termination of Put
Rights, dated as of June 15, 1998, that certain Third Amendment, dated as of
March 9, 1999, that certain Fourth Amendment, dated as of February 4, 2000,
(iii) that certain Sixth Amendment Agreement dated April 27, 2001 and (iv) that
certain Seventh Amendment Agreement dated January 18, 2002.
"Notes" means the corporation's (i) 12.0% Senior Subordinated Notes issued
pursuant to the Note Agreement and (ii) 13.5% Subordinated Notes issued pursuant
to the Subordinated Note Agreement.
"Option Shares" has the meaning set forth in the Series D-1 Preferred Stock
Purchase Agreement.
"Option Shares Financing Amount" means, as of any date, the amount of
proceeds received by the corporation through the issuance of Option Shares.
"Option Shares Ownership Increase Amount" means an amount equal to (i)
0.00000000365, if the Additional Financing Amount is less than or equal to
$20,000,000.00, (ii) the difference of (a) 0.00000000365 and (b) the product of
(1) 0.0000000006 and (2) a fraction, the numerator of which is the Additional
Financing Amount minus $20,000,000.00 and the denominator of which is
$30,000,000.00, if the Additional Financing Amount is greater than
$20,000,000.00 but less than $50,000,000.00, and (iii) 0.00000000305, if the
Additional Financing Amount is greater than or equal to $50,000,000.00.
"Person" means an individual, a partnership, a corporation, an association,
a joint stock company, a trust, a joint venture, a limited liability company, an
unincorporated organization or other similar entity organization or a
Governmental Authority.
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"Purchaser Director" has the meaning set forth in the Shareholders
Agreement.
"Qualified Public Offering" means the sale of the corporation's Class A
Common Stock in a firm commitment, underwritten public offering registered under
the Securities Act (other than a registration relating solely to a transaction
under Rule 145 under the Securities Act or to an employee benefit plan of the
corporation) and (i) in the case of the Series A Preferred Stock and the Series
B Preferred Stock, at a Qualified Public Offering Price Per Share (appropriately

adjusted for subdivisions and combinations of shares of Common Stock and
dividends on Class A Common Stock payable in shares of Class A Common Stock)
equal to or exceeding $3.00 per share and (ii) in the case of the Series C
Preferred Stock and Series D Preferred Stock, at a Qualified Public Offering
Price Per Share (appropriately adjusted for subdivisions and combinations of
shares of Common Stock and dividends on Class A Common Stock payable in shares
of Class A Common Stock) equal to or exceeding $28.00 per share.
"Qualified Public Offering Price Per Share" means the price (prior to
underwriters commissions and expenses) at which each share of Class A Common
Stock is offered to the public in a Qualified Public Offering.
"Sale of the Company" has the meaning set forth in the Shareholders
Agreement.
"Securities Act" means the Securities Act of 1933, as amended, or any
similar federal law then in force and the rules promulgated thereunder.
"Series A Purchase Agreement" means the Stock Purchase Agreement, dated as
of October 21, 1994, by and among the corporation and certain investors, as
amended by that certain Amendment No. 1 to Stock Purchase Agreement, dated as of
November 10, 1994, that certain Amendment No. 2 to Stock Purchase Agreement,
dated as of May 10, 1996, the First Amendment Agreement, the Second Amendment
Agreement, the Third Amendment Agreement, that certain Consent to Various
Actions under Various Documents, dated as of May 13, 1998, that certain Consent
to Various Actions under Various Documents and Amendment to Stock Purchase
Agreement, dated as of January 6, 1999, that certain Sixth Amendment Agreement
dated as of April 27, 2001, and that certain Seventh Amendment Agreement dated
January 18, 2002.
"Series B Purchase Agreement" means the Series B Preferred Stock Purchase
Agreement, dated as of May 19, 1997, as amended by that certain Transfer,
Assignment and Assumption Agreement and Third Amendment Agreement, dated as of
January 1, 1998, that certain Termination of Put Rights, dated as of June 15,
1998, that certain Sixth Amendment Agreement dated as of April 27, 2001 and that
certain Seventh Amendment Agreement dated as of January 18, 2002.
"Series C Purchase Agreement" means the Series C Preferred Stock Purchase
Agreement, dated as of February 22, 1999, among the corporation and certain
investors.
"Series D-1 Conversion Amount" means, as of any date, the Adjusted Series D
Underlying Common Stock Amount divided by the aggregate number of shares of
Series D-1 Preferred Stock issued pursuant to the Series D-1 Purchase Agreement
as of such date.
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"Series D-1 Original Issue Date" means April 27, 2001.
"Series D-1 Purchase Agreement" means the Series D-1 Preferred Stock
Purchase Agreement, dated as of April 27, 2001, by and among the corporation and
certain investors, as amended by that certain First Amendment to Series D-1
Preferred Stock Purchase Agreement, dated January 18, 2002.
"Series D Dilution Factor" initially shall be 1.00, as adjusted from time
to time after the Series D-1 Original Date as provided in part 5.
"Series D Initial Investment Amount" has the meaning set forth in the
Shareholders Agreement.
"Series D Stock" means Series D Preferred Stock or Series D Underlying
Common Stock.
"Series D Underlying Common Stock" means the shares of Class A Common Stock
issued or issuable upon the conversion of the Series D-1 Preferred Stock and for
purposes of applying this definition only, any Person who holds any Series D-1
Preferred Stock shall be deemed to be the holder of the Series D Underlying
Common Stock obtainable upon conversion of such Series D-1 Preferred Stock
regardless of any restriction or limitation on the conversion of such Series D-1
Preferred Stock, such Series D Underlying Common Stock shall be deemed to be in
existence, and such Person shall be entitled to exercise the rights of a holder
of such Series D Underlying Common Stock hereunder.
"Shareholders Agreement" means the Fourth Amended and Restated Shareholders
Agreement, dated as of January 18, 2002, among the corporation and certain
investors, as such agreement may from time to time be amended, modified or
supplemented in accordance with its terms.
"Subordinated Note Agreement" means the Subordinated Note and Warrant
Purchase Agreement, dated as of January 18, 2002, between the corporation and
certain investors.
"Subsidiary" means (i) any corporation where more than 50% of the

outstanding voting securities or ordinary voting power to elect a majority of
the board of directors is owned by the corporation or any Subsidiary, directly
or indirectly, or (ii) a partnership or limited liability company in which the
corporation or any Subsidiary is a general partner or manager or holds interests
entitling it to receive more than 50% of the profits or losses of the
partnership or limited liability company.
"Third Party Financing" means a sale or issuance by the corporation of its
securities (whether sold or issued individually or together with other
securities of the corporation) which meets each of the following conditions: (i)
such sale or issuance is to a Person(s) who is not a shareholder of the
corporation or an affiliate of any of its shareholders at the time of such sale
or issuance; provided, however, the sale or issuance of additional shares of
such securities to one or more shareholders of the corporation upon the exercise
of each such shareholder's preemptive rights pursuant to Paragraph 2C of the
Shareholders Agreement in connection with a sale or issuance of securities to a
Person(s) who is not a shareholder of the corporation or an affiliate of
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any of its shareholders shall not be deemed a sale or issuance to a shareholder
of the corporation or an affiliate of any of its shareholders so long as the
aggregate proceeds received by the corporation from the sale or issuance of such
additional securities to such shareholders or affiliates is not greater than the
amount of the proceeds received by the corporation from the sale or issuance of
securities to such other Person(s), (ii) the consideration received by the
corporation for such sale or issuance consists solely of cash and (iii) at the
time of, or in connection with, such sale or issuance, the corporation has not
entered into or consummated any agreement, arrangement, transaction or
understanding with such Person other than such sale or issuance, other than any
agreement of a type customarily entered into by an investor in connection with
such a sale or issuance, including, without limitation, an agreement (a)
granting such Person registration, co-sale, drag-along, informational or board
observation rights or (b) relating to the voting of securities.
"2001 Warrants" means the Common Stock Purchase Warrants issued pursuant to
the Subordinated Note Agreement.
"Warrants" means, collectively, (i) (A) the Preferred Warrants, (B) the
Mezzanine Warrants and (C) the Heller Warrant, as those terms are defined in the
Series C Purchase Agreement and (ii) the 2001 Warrants.
"Warrant Agreement" means the Warrant Agreement, dated November 10, 1994,
by and between the corporation and Heller Financial, Inc., a Delaware
corporation, as amended by that certain First Amendment to Warrant Agreement,
dated as of June 15, 1998.
"Warrant Shares" means, collectively, the shares of Common Stock issued or
issuable upon the exercise of the Warrants issued by the corporation pursuant to
the Warrant Agreement, the Note Agreement, the Subordinated Note Agreement and
the Series B Purchase Agreement and for purposes of applying this definition
only, any Person who holds Warrants issued by the corporation pursuant to the
Warrant Agreement, the Note Agreement, the Subordinated Note Agreement and the
Series B Purchase Agreement shall be deemed to be the holder of the Warrant
Shares obtainable upon the exercise of such Warrants regardless of any
restriction or limitation on the exercise of such Warrants, such Warrant Shares
shall be deemed to be in existence, and such Person shall be entitled to
exercise the rights of a holder of such Warrant Shares hereunder.
Part 9. Amendment and Waiver. No amendment, modification or waiver of this
Article Four of these Articles of Incorporation will be binding or effective
with respect to any provision of these terms without the prior written consent
or vote at a duly constituted meeting of the holders of at least 66-2/3% of the
outstanding shares of Series A Preferred Stock, Series B Preferred Stock, Series
C Preferred Stock and Series D Preferred Stock, each voting as a separate series
and not as a single class. No amendment, modification or waiver of this Article
Four of these Articles of Incorporation may be accomplished by merger or
consolidation of the corporation with another Person unless the corporation has
obtained the prior written consent or vote at a duly constituted meeting of the
holders of at least 66-2/3% of the outstanding shares of Series A Preferred
Stock, Series B Preferred Stock, Series C Preferred Stock and Series D Preferred
Stock, each voting as a separate series and not as a single class.
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Part 10. Notices.
(i) Except as otherwise expressly provided, all notices referred to
herein will be in writing and will be delivered by registered or certified
mail, return receipt requested, postage prepaid and will be deemed to have
been given when so mailed (i) to the corporation, at its principal
executive offices and (ii) to any shareholder, at such holder's address as
it appears in the stock records of the corporation (unless otherwise

indicated by any such holder).
(ii) In the event of any taking by the corporation of a record of the
holders of any class of securities for the purpose of determining the
holders thereof who are entitled to receive any dividend (other than a cash
dividend) or other distribution, any security or right convertible into or
entitling the holder thereof to receive Additional Shares of Common Stock,
or any right to subscribe for, purchase or otherwise acquire any shares of
stock of any class or any other securities or property, or to receive any
other right, the corporation shall mail to each holder of Series A
Preferred Stock, Series B Preferred Stock, Series C Stock or Series D
Preferred Stock at least 20 days prior to the date specified therein, a
notice specifying the date on which any such record is to be taken, and the
amount and character of such dividend, distribution, security or right.
Class A Common Stock and Class B Common Stock
Part 11. Rights of Common Stock.
11.A. Except as otherwise provided herein, all shares of Class A Common
Stock and Class B Common Stock will be identical and will entitle the holders
thereof to the same rights and privileges.
Part 12. Conversion of Class B Common Stock.
12.A. At any time and from time to time, each holder of Class B Common
Stock will be entitled to convert any and all of the shares of such holder's
Class B Common Stock into the same number of shares of Class A Common Stock at
such holder's election; provided, that each holder of Class B Common Stock shall
only be entitled to convert any share or shares of Class B Common Stock to the
extent that after giving effect to such conversion such holder or its affiliates
shall not directly or indirectly own, control or have power to vote a greater
quantity of securities of any kind issued by the corporation than such holder
and its affiliates are permitted to own, control or have power to vote under any
law or under any regulation, rule or other requirement of any governmental
authority at any time applicable to such holder and its affiliates.
12.B. Each conversion of shares of Class B Common Stock into shares of
Class A Common Stock will be effected by the surrender of the certificate or
certificates representing the shares to be converted at the principal office of
the corporation (or such other office or agency of the corporation as the
corporation may designate by notice in writing to the holder or holders of the
Class B Common Stock) at any time during normal business hours, together with a
written notice by the holder of such Class B Common Stock stating that such
holder desires to convert the shares, or a stated number of the shares, of Class
B Common Stock represented by such
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certificate or certificates into Class A Common Stock and a written undertaking
that upon such conversion such holder and its affiliates will not directly or
indirectly own, control or have the power to vote a greater quantity of
securities of any kind issued by the corporation than such holders and its
affiliates are permitted to own, control or have the power to vote under any
applicable law, regulation, rule or other governmental requirement (and such
statement will obligate the corporation to issue such Class A Common Stock).
Such conversion will be deemed to have been effected as of the close of business
on the date on which such certificate or certificates have been surrendered and
such notice has been received, and at such time the rights of the holder of the
converted Class B Common Stock as such holder will cease and the Person or
Persons in whose name or names the certificate or certificates for shares of
Class A Common Stock are to be issued upon such conversion will be deemed to
have become the holder or holders of record of the shares of Class A Common
Stock represented thereby.
12.C. Promptly after such surrender and the receipt of such written notice,
the corporation will issue and deliver in accordance with the surrendering
holder's instructions (i) the certificate or certificates for the Class A Common
Stock issuable upon such conversion and (ii) a certificate representing any
Class B Common Stock which was represented by the certificate or certificates
delivered to the corporation in connection with such conversion but which was
not converted.
12.D. If the corporation in any manner subdivides or combines the
outstanding shares of one class of either Class A Common Stock or Class B Common
Stock, the outstanding shares of the other class will be proportionately
subdivided or combined.
12.E. In the case of, and as a condition to, any capital reorganization of,
or any reclassification of the capital stock of, the corporation (other than a
subdivision or combination of shares of Class A Common Stock or Class B Common
Stock into a greater or lesser number of shares (whether with or without par
value) or a change in the par value of Class A Common Stock or Class B Common
Stock or from par value to no par value, or from no par value to par value) or

in the case of, and as condition to, the consolidation or merger of the
corporation with or into another corporation (other than a merger in which the
corporation is the continuing corporation and which does not result in any
reclassification of outstanding shares of Class A Common Stock or Class B Common
Stock), each share of Class B Common Stock shall be convertible into the number
of shares of stock or other securities or property receivable upon such
reorganization, reclassification, consolidation or merger by a holder of the
number of shares of Class A Common Stock of the corporation into which such
share of Class B Common Stock was convertible immediately prior to such
reorganization, reclassification, consolidation or merger; and, in any such
case, appropriate adjustment shall be made in the application of the provisions
set forth in this paragraph 12E with respect to the rights and interests
thereafter of the holders of Class B Common stock to the end that the provisions
set forth in this paragraph 12E (including provisions with respect to the
conversion rate) shall thereafter be applicable, as nearly as they reasonably
may be, in relation to any shares of stock or other securities or property
thereafter deliverable upon the conversion of the shares of Class B Common
Stock.
12.F. Shares of Class B Common Stock which are converted into shares of
Class A Common Stock as provided herein shall not be reissued.
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12.G. The corporation will at all times reserve and keep available out of
its authorized but unissued shares of Class A Common Stock or its treasury
shares, solely for the purpose of issue upon the conversion of the Class B
Common Stock as provided in this part 12, such number of shares of Class A
Common Stock as shall then be issuable upon the conversion of all then
outstanding shares of Class B Common Stock (assuming that all such shares of
Class B Common Stock are held by Persons entitled to convert such shares into
Class A Common Stock).
12.H. The issuance of certificates for Class A Common Stock upon the
conversion of Class B Common Stock will be made without charge to the holders of
such shares for any issuance tax in respect thereof or other cost incurred by
the corporation in connection with such conversion and the related issuance of
Class A Common Stock. The corporation will not close its books against the
transfer of Class B Common Stock or of Class A Common Stock issued or issuable
upon the conversion of Class B Common Stock in any manner which would interfere
with the timely conversion of Class B Common Stock.
ARTICLE FIVE
The corporation will not commence business until it has received
consideration of the value of $1,000.00, consisting of money, labor done or
property actually received, for the issuance of its shares.
ARTICLE SIX
The power to cumulate votes (cumulative voting) in the election of
directors is hereby expressly prohibited.
The shareholders of the corporation shall not have a preemptive right to
purchase, acquire or subscribe for any unissued, additional or treasury shares
of stock of any class or bonds, notes, debentures or other securities
convertible into stock of the corporation or carrying any right to purchase,
acquire or subscribe for stock of any class.
ARTICLE SEVEN
The street address of its registered office is 350 North Saint Paul, Suite
2900, Dallas, Texas 75201, and the name of its registered agent at that address
is CT Corporation System.
ARTICLE EIGHT
The number of directors is seven. The names of the directors are:
Name
----

Address
-------

James R. Hull

12801 Stemmons Freeway, Suite 821
Dallas, Texas 75234-5879

Kenneth P. DeAngelis

300 West Sixth Street, Suite 2300
Austin, Texas 78701
42

Name
----

Address
-------

John Dirvin

300 West Sixth Street, Suite 2300
Austin, Texas 78701

Jay M. Grossman

ABRY Partners, LLC
111 Huntington Avenue, 30th Floor
Boston, Massachusetts 02199

Stephen M. Jenks

85 Merrimac Street
Boston, Massachusetts 02144

Peter S. Macdonald

Windward Capital
1177 Avenue of the Americas, 42nd Floor
New York, New York 10036

Blaine F. Wesner

300 West Sixth Street, Suite 2300
Austin, Texas 78701
ARTICLE NINE

A director of this Corporation shall not be liable to the Corporation or
its shareholders for monetary damages for an act or omission in the director's
capacity as a director, except that this provision does not eliminate or limit
the liability of a director to the extent the director is found liable for:
(i) a breach of the director's duty of loyalty to the Corporation or its
shareholders;
(ii) an act or omission not in good faith that constitutes a breach of duty
of the director to the corporation or an act or omission that involves
intentional misconduct or a knowing violation of the law;
(iii) a transaction from which the director received an improper benefit,
whether or not the benefit resulted from an action taken within the scope of the
director's office; or
(iv) an act or omission for which the liability of the director is
explicitly provided by an applicable statute.
Any amendment, repeal or modification of the foregoing provision by the
shareholders of the Corporation shall not adversely affect any limitation on the
liability of any director of the Corporation existing at or prior to the time of
such amendment, repeal or modification.
ARTICLE TEN
Any action required by law to be taken at any annual or special meeting of
shareholders, or any action that may be taken at any annual or special meeting
of shareholders, may be taken without a meeting, without prior notice, and
without a vote, if a consent or consents in writing, setting forth the action so
taken, shall be signed by the holder or holders of shares having not less
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than the minimum number of votes that would be necessary to take such action at
a meeting at which the holders of all shares entitled to vote on the action were
present and voted.
Dated as of the day and year first above set forth.
MONITRONICS INTERNATIONAL, INC.
By: /s/ Stephen M. Hedrick
----------------------------------------Name: Stephen M. Hedrick
Title: Vice President - Finance and Treasurer
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Exhibit 3.2
Monitronics International, Inc.
Amendment to Bylaws effective as of October 21, 1994
Section 1.1. of Article 1 of the Bylaws of Monitronics International, Inc.,
a Texas corporation, is amended to read in its entirety as follows:
"1.1 Principal Office. The principal office of the Corporation shall be
located at 12801 Stemmons Freeway, Suite 821, Dallas, Texas 75234."
Amendment to Bylaws effective as of May 10, 1996
Section 3.2 of Article 3 of the Bylaws of Monitronics International, Inc.,
a Texas corporation, is amended to read in its entirety as follows:
"3.2 Number; Qualifications. The number of directors of the Corporation
shall be four. No director needs to be a resident of the Sate of Texas or a
shareholder of the Corporation."
Amendment to Bylaws effective as of the
Closing of the Series C Preferred Stock in March, 1999
Section 3.2 of Article 3 of the Bylaws of Monitronics International, Inc.,
a Texas corporation, is amended to read in its entirety as follows:
"3.2 Number; Qualifications. The number of directors of the Corporation
shall be 5. Directors need not be residents of the State of Texas or
shareholders of the Corporation."
Amendment to Bylaws effective as of April 26, 2001
Section 3.2 of Article 3 of the Bylaws of Monitronics International, Inc.,
a Texas corporation, is amended to read in its entirety as follows:
"3.2 Number; Qualifications. The number of directors of the Corporation
shall be seven. Directors need not be residents of the State of Texas or
shareholders of the Corporation."
Amendment Bylaws effective as of the
Closing of the Series D-1 Preferred Stock in April, 2001
Section 3.2 of Article 3 of the Bylaws of Monitronics International, Inc.,
a Texas corporation, is amended to read in its entirety as follows:
"3.2 Number; Qualifications. The number of directors of the Corporation
shall be eight. Directors need not be residents of the State of Texas or
shareholders of the Corporation."
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1. Offices
1.1 Principal Office. The principal office of the Corporation shall be
located at 1300 Norwood Tower, 114 W. 7th Street, Austin, Texas 78701.
1.2 Other Office. The Corporation may also have offices at such other
places within or without the State of Texas as the board of directors may from
time to time determine or the business of the Corporation may require.
2. Meetings of Shareholders
2.1 Animal Meeting. The annual meeting of shareholders for the election of
directors and such other business as may properly be brought before the meeting
shall be held at such place within or without the State of Texas and at such
date and time as shall be designated by the board of directors and stated in the
notice of the meeting or in a duly executed waiver of notice thereof.
2.2 Special Meetings. Special meetings of the shareholders may be called
(a) by the president or the board of directors, or (b) by the holders of at
least 10% of all the shares entitled to vote at the proposed meeting. The record
date for determining shareholders entitled to call a special meeting shall be
the date the first shareholder signs the call and notice of that meeting. Only
business within the purpose or purposes described in the notice of a special
meeting of shareholders may be conducted at such meeting.
2.3 Notice and Waivers oil Notice.
(a) Written notice stating the place, date and hour of the meeting and, in
the case of a special meeting, the purpose or purposes for which the meeting is
called, shall be delivered not less than 10 nor more than 60 days before the

date of the meeting, either personally or by mail, by or at the direction of the
president, the secretary, or the officer or persons calling the meeting, to each
shareholder entitled to vote at such meeting. If mailed, such notice shall be
deemed to be delivered when deposited in the United States mail addressed to the
shareholder at his address as It appears on the share transfer records of the
Corporation.
(b) Notice may be waived in writing signed by the person or persons
entitled to such notice. Such waiver may be executed at any time before or after
the holding of such meeting. Attendance at a meeting shall constitute a waiver
of notice, except where the person attends for the express purpose of objecting
to the transaction of any business on the ground that the meeting-is not
lawfully called.
(c) Any notice required to be given to any shareholder, under any provision
of the Texas Business Corporation Act, as amended (the "Act") or the Articles of
Incorporation or Bylaws of the Corporation, need not be given to the shareholder
if (1) notice of two consecutive annual meetings and all notices of meetings
held during the period between those annual meetings, if any, or (2) all (but in
no event less than two) payments (if sent by first class mail) of
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distributions or interest on securities during a 12-month period have been
rnaile4 to that person, addressed at his address as shown on the records of the
Corporation, and have been returned undeliverable. Any action or meeting taken
or held without notice to such a person shall have the same force and effect as
if the notice had been duly given and, if the action taken by the Corporation is
reflected in any articles or document filed with the Secretary of State, those
articles or that document may state that notice was duly given to all persons to
whom notice was required to be given. If such a person delivers to the
Corporation a written notice setting forth his then current address, the
requirement that notice be given to that person shall be reinstated.
2.4 Record Date. For the purpose of determining shareholders entitled to
notice of or to vote at any meeting of shareholders or any adjournment thereof,
or entitled to receive payment of any dividend, the board of directors may in
advance establish a record date which must be at least 10 but not more than 60
days prior to such meeting. If the board of directors fail to establish a record
date, the record date shall be the date on which notice of the meeting is
mailed.
2.5 Voting List.
(a) The officer or agent having charge of the stock transfer books for
shares of the Corporation shall make, at least ten days before each meeting of
shareholders, a complete list of the shareholders entitled to vote at such
meeting or any adjournment thereof, arranged in alphabetical order, with the
address of and the number of shares held by each, which list, for a period of
ten days prior to such meeting, shall be kept on file at the registered office
of the Corporation and shall be subject to inspection by any shareholder at any
time during usual business hours. Such list shall also be produced and kept open
at the time and place of the meeting and shall be subject to the inspection of
any shareholder during the whole time of the meeting. The original stock
transfer book shall be prima facie evidence as to who are the shareholders
entitled to examine such list or transfer books or vote at any meeting of
shareholders.
(b) Failure to comply with the requirements of this section shall not
affect the validity of any action taken at such meeting.
(c) An officer or agent having charge of the stock transfer books who shall
fail to prepare the list of shareholders or keep the same on file for a period
of ten days, or produce and keep it open for inspection as provided In this
section, shall be liable to any shareholder suffering damage on account of such
failure, to the extent of such damage. In the event that such officer or agent
does not receive notice of a meeting of shareholders sufficiently in advance of
the date of such meeting reasonably to enable him to comply with the duties
prescribed by these Bylaws, the Corporation, but not such officer or agent shall
be liable to any shareholder suffering damage on account of such failure, to the
extent of such damage.
2.6 Quorum of Shareholders. With respect to any matter, a quorum shall be
present at a meeting of shareholders if the holders of a majority of the shares
entitled to vote on that matter are represented at the meeting, in person or by
proxy, unless otherwise provided in the Articles of Incorporation In accordance
with the Act. Unless otherwise provided in the Articles of Incorporation, the
shareholders represented in person or by proxy at a meeting of shareholders at
which a quorum is not present may power to adjourn the meeting until such time
and to such
2

place as may be determined by a vote of the holders of a majority of the shares
represented in person or by proxy at that meeting.
2.7 Withdrawal Quorum. Unless otherwise provided in the Articles of
Incorporation once a quorum is present at a meeting of shareholders, the
shareholders represented in person or by proxy at. the meeting may conduct such
business as may properly be brought before the meeting until it is adjourned,
and the subsequent withdrawal from the meeting of any shareholder or the refusal
of any shareholder represented in person or by proxy to vote shall not affect
the presence of a quorum at the meeting.
2.8 Voting on Matters Other Than the Election of Directors. With respect to
any matter, other than the election of directors or a matter for which the
affirmative vote Of the holders of a specified portion of the shares entitled to
vote Is required by the Act, the affirmative vote of the holders of a majority
of the shares entitled to vote on that matter and represented in person or by
proxy at a meeting of shareholders at which a quorum is present shall be the act
of the shareholders, unless otherwise provided in the Articles of Incorporation
in accordance with the Act.
2.9 Voting in the Election of Directors. Unless otherwise provided in the
Articles of Incorporation, directors shall be elected by a plurality of the
votes cast by the holders of shares entitled to vote in the election of
directors at a meeting of shareholders at which a quorum is present.
2.10 Method of Voting.
(a) Unless otherwise provided in the Articles of Incorporation or the Act,
each outstanding share, regardless of class, shall be entitled to one vote on
each matter submitted to a vote at a meeting of shareholders. Any shareholder
may vote either in person or by proxy executed in writing by the shareholder. No
proxy shall be valid after 11 mouths from the date of its execution, unless
otherwise provided in the proxy.
(b) Every shareholder entitled to vote at such election shall have the
right (i) to vote the number of shires owned by him for as many persons as there
are directors to be elected and for whose ejection he has the tight to vote or
(ii) unless cumulative voting is prohibited by the Articles of Incorporation and
subject to the Act, to cumulate his votes by giving one candidate as many votes
as the number of such directors multiplied by thee number of his shares shall
equal, or by distributing such votes on the same principle among any number of
such candidates. cumulative voting shall not be allowed in an election of
directors unless a shareholder who intends to cumulate his votes shall have
given written notice of his intention to the secretary of the Corporation on or
before the day preceding the Section at which such shareholder intends to
cumulate his votes. All shareholders entitled to vote cumulatively may cumulate
their votes if any shareholder gives the written notice provided for herein.
2.11 Action Without Meetings.
(a) Any action required or which may be taken at a meeting of the
shareholders may be taken without a meeting if a consent in writing, setting
forth the action so taken, shall be
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signed by all the shareholders entitled to vote with respect to the subject
matter thereof and such consent shall have the same force and effect as a
unanimous vote of the shareholders.
(b) To the extent so provided in the Articles of Incorporation, any action
required by law to be taken at any annual or special meeting of shareholders, or
any action that may be taken at any annual or special meeting of shareholders,
may be taken without a meeting, without prior notice, and without a vote, if a
consent or consents in writing, setting forth the action so taken, shall be
signed by the holder or holders of shares having not less than the minimum
number of votes that would be necessary to take such action at a meeting at
which the holders of all shares entitled to vote on the action were present or
represented and voted.
(c) Every written consent shall bear the date of signature of each
shareholder who signs the consent No written consent shall be effective to take
the action that is the subject of the consent unless, within 60 days after the
date of the earliest dated consent delivered to the Corporation in the manner
required by law, a consent or consents signed by the holder or holders of shares
having not less than the minimum number of votes that would be necessary to take
the action that is the subject of the consent delivered to the Corporation by
delivery to its registered office, to its principal office or to an officer or
agent of the Corporation having custody of the books in which proceedings of
meetings of shareholders are recorded. Delivery shall be by hand or certified or
registered mail, return receipt requested. Delivery to the Corporation's
principal office shall be addressed to the President or the chief executive
officer of the Corporation.

(d) A telegram, telex, cablegram, or similar transmission by a shareholder,
or a photographic, photostatic, facsimiles or similar reproduction of a writing
signed by a shareholder, shall be regarded, as signed by the shareholder for
purposes of this section.
(e) Prompt notice of the taking of any action by shareholders without a
meeting by less than unanimous written consent shall be given to those
shareholders who did not consent in writing to the action.
3. Directors
3.1 Powers. The powers of the Corporation shall be exercised by or under
authority of, and the business and affairs of the Corporation and all corporate
powers shall be managed under the direction of the board of directors.
3.2 Number; Qualifications. The initial number of directors of the
Corporation shall be one. The director does not need to be a resident of the
State of Texas or a shareholder of the Corporation.
3.3 Election. The directors shall be elected at the annual meeting of the
shareholders, and each director elected shall hold office until the next
succeeding annual meeting or until his successor shall have been elected and
qualified.
3.4 Resignation. Any director may resign at any time by giving written
notice to the president or secretary. Such resignation shall take effect at the
time specified in the notice, and unless otherwise specified therein, the
acceptance of such resignation shall not be necessary to make it effective.
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3.5 Removal of Directors.
(a) Many meeting of shareholders called expressly for the purpose of
removing a director, any director or the entire board of directors may be
removed, with or without cause, by a vote of the holders of a majority of the
shares then entitled to vote at an election of directors. Wherever the holders
of any class or series of shares entitled to elect one or more directors by the
provisions of the Articles of Incorporation, only the holders of shares of that
class or series shall be entitled to vote for or against the removal of any
director elected by the holders of that class or series.
(b) Unless cumulative voting is prohibited by the Articles of
Incorporation, if less than the entire board of directors Is to be removed, no
one of the directors may be removed if the votes cast against his removal would
be sufficient to elect him if then cumulatively voted at an election of the
entire board of directors.
3.6 Vacancies.
(a) Any vacancy In the board of directors may be filled in accordance with
paragraph (c) below or by the affirmative vote of a majority of the remaining
directors though less than a quorum of the board of directors. A director
elected to fin a vacancy shall be elected for the unexpired term of his
predecessor in office.
(b) A directorship to be filled by reason of an increase in the number of
directors may be filled in accordance with paragraph (c) below or may be filled
by the board of directors for a term of office continuing only until the next
election of one or more directors by the shareholders; provided that the board
of directors may not fill more than two such directorships during the period
between any two successive annual meetings of shareholders.
(c) Any vacancy occurring in the board of directors or any directorship to
be filled by reason of an increase in the number of directors may be filled by
election at an annual or special meeting of shareholders called for that
purpose.
4. Meetings of the Board of Directors
4.1 Place. Meetings of the board of directors, regular or special, may be
held either within or without the State of Texas.
4.2 Regular Meetings. Regular meetings of the board of directors may be
held upon notice, or without notice unless notice is required under these Bylaws
and at such time and at such place as shall from time to time be determined by
the board of directors.
4.3 Special Meetings. Special meetings of the board of directors may be
called by the chairman of the board of directors or the president and shall be
called by the secretary on the written request of any two directors. Notice of
each special meeting of the board of directors shall be given to each director
at least 24 hours before the meeting is scheduled to convene.
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4.4 Notice and Waiver of Notice. Attendance of a director at any meeting
shall constitute a waiver of notice of such meeting, except where a director
attends for the express purpose of objecting to the transaction of any business
on the ground that the meeting is not lawfully called or convened. Except as may
be otherwise provided by law or by the Articles of Incorporation or by these
Bylaws, neither the business to be transacted at, nor the purpose of, any
regular or special meeting of the board of directors need be specified in the
notice or waiver of notice of such meeting.
4.5 Quorum of Directors. At all meetings of the board of directors a
majority of the directors shall constitute a quorum for the transaction of
business and the act of a majority of the directors present at any meeting at
which there is a quorum shall be the act of the board of directors. If a quorum
shall not be present at any meeting of directors, the directors present at such
meeting may adjourn the meeting from time to time, without notice other than
announcement at the meeting, until a quorum shall be present.
4.6 Action Without Meetings. Any action required or permitted to be taken
at a meeting of the board of directors or any committee may be taken without a
meeting if a consent in writing, setting forth the action so taken, is signed by
all the members of the board of directors or committee, as the case may be.
4.7 Committees.
(a) The board of directors, by resolution adopted by a majority of the full
board of directors, may designate from among its members one or more committees,
each of which shall be comprised of one or more of its members, and may
designate one or more of its members as alternate members of any committee, who
may, subject to any limitations imposed by the board of directors, replace
absent or disqualified members at any meeting of that committee. Any such
committee, to the extent provided in such resolution shall have and may exercise
all of the authority of the board of directors, subject to the limitations set
forth below and in the Act.
(b) No committee of the board of directors shall have the authority of the
board of directors in reference to:
1. amending the Articles of Incorporation, except that a committee
may, to the extent provided in the resolution designating that committee or
in the Articles of Incorporation or the Bylaws, exercise the authority of
the board of directors vested in it in accordance with article 2.13 of the
Act;
2. proposing a reduction of the stated capital of the Corporation in
the manner permitted by article 4.12 of the Act;
3. approving a plan of merger or share exchange of the Corporation;
4. recommending to the shareholders the sale, lease, or exchange of
all or substantially all of the property and assets of the Corporation
otherwise than in the usual and regular course of its business;
6
5. recommending to the shareholders a voluntary dissolution of the
Corporation or a revocation thereof;
6. amending, altering, or repealing the Bylaws of the Corporation or
adopting new Bylaws & the Corporation;
7. filling vacancies in the board of directors;
8. filling vacancies in or designating alternate members of any such
committee;.
9. filling any directorship be filled by reason of an increase in the
number of directors;
10. electing or removing officers of the Corporation or members or
alternate members of any such committee;
11. fixing the compensation of any member or alternate members of such
committee; or
12. altering or repealing any resolution of the board of directors
that by its terms provides that it shall not be so amendable or repealable.
(c) Unless the resolution designating a particular committee, the Articles
of Incorporation, or the Bylaws expressly so provide, no committee of the board
of directors shall have the authority to authorize a distribution or to
authorize the issuance of shares of the Corporation.

(d) The designation of a committee of the board of directors and the
delegation thereto of authority shall not operate to relieve the board of
directors, or any member thereof, of any responsibility imposed by law.
4.8 Compensation. Directors shall receive such compensation for their
services as director as may be determined by resolution of the board of
directors. The receipt of such compensation shall not preclude any director from
serving the Corporation in any other capacity and receiving compensation
therefor.
5. Officers
5.1 Election, Number, Qualification, Term, Compensation. The officers of
the Corporation shall be elected by the board of directors and shall consist of
a president, a vice-president, a secretary and a treasurer. The board of
directors may also elect a chairman of the board, additional vice-presidents,
one or more assistant secretaries and assistant treasurers and such other
officers and assistant. officers and agents as it shall deem necessary, who
shall hold their offices for such terms and shall have such authority and
exercise such powers and perform such duties as shall be determined from time to
time by the board of directors by resolution not inconsistent with these Bylaws.
Two or more offices may be held by the same person. None of the officers need be
directors. The board of directors shall have the power to enter into contracts
7
for the employment and compensation of officers for such terms, as the board of
directors deems advisable. The salaries of all officers and agents of the
Corporation shall be fixed by the board of directors.
5.2 Removal. The officers of the Corporation shall hold office until their
successors are elected or appointed and qualify, or until their death or until
their resignation or removal from office. Any officer elected or appointed by
the board of directors may be removed at any time by the board of directors,
with or without cause. Such removal shall be without prejudice to the contract
rights, if any,. of the person so removed. Election or appointment of an officer
shall not of itself create contract rights.
5.3 Vacancies. Any vacancy occurring in any office of the Corporation by
death, resignation, removal or otherwise shall be tilled by the board of
directors.
5.4 Authority. Officers and agents shall have such authority and perform
such duties in the management of the Corporation as may be provided in these
Bylaws.
5.5 Chairman of the Board. The chairman of the board, if one is elected,
shall preside at all meetings of the board of directors and of the shareholders
and shall have such other powers and duties as may from time to time be
prescribed by the board of directors upon written directions given to him
pursuant to resolutions duly adopted by the board of directors.
5.6 President. The president shall be the chief executive officer of the
Corporation, shall have general and active management of the business and
affairs of the Corporation and shall see that all orders and resolutions of the
board of directors are carried into effect. He shall preside at all meetings of
the shareholders and of the board of directors, unless a chairman of the board
has been elected, in which event the president shall preside at meetings of the
shareholders and of die board of directors in the absence or disability of the
chairman of the board.
5.7 Vice-President. Vice-presidents, including executive vice-presidents
and senior vice-presidents, in the order of their seniority, unless otherwise
determined by the board of directors, shall, in the absence or disability of the
president, perform the duties and have the authority and exercise the powers of
the president. They shall perform such other duties and have such other
authority and powers as the board of directors may from time to time prescribe
or as the president may from time to time delegate.
5.8 Secretary. The secretary shall attend all meetings of the board of
directors and all meetings of shareholders and record all of the proceedings of
the meetings of the board of directors and of the shareholders in a minute book
to be kept for that purpose and shall perform like duties for the standing
committees when required. He shall give, or cause to be given, notice of all
meetings of the shareholders and special meetings of the board of directors, and
shall perform such other duties as may be prescribed by the board of directors
or president, under whose supervision he shall be. He shall keep in safe custody
the seal of the Corporation and, when authorized by the board of directors,
shall affix the same to any instrument requiring it and, when so affixed, it
shall be attested by his signature or by the signature of an assistant secretary
or of the treasurer.
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5.9 Treasurer.
(a) The treasurer shall have custody of the corporate funds and securities
and shall keep full and accurate accounts and records of receipts, disbursements
and other transactions in books belonging to the Corporation, and shall deposit
all moneys and other valuable effects in the name and to the credit of the
Corporation in such depositories as may be designated by the board of directors.
(b) The treasurer shall disburse the funds of the Corporation as may be
ordered by the board & directors, taking proper vouchers for such disbursements,
and shall render the president and the board of directors, at its regular
meetings, or when the president or board of directors so requires, an account of
all his transactions as treasurer and of the financial condition of the
Corporation.
(c) If required by the board of directors, the treasurer shall give the
Corporation a bond of such type, character and amount as the beard of directors
may require.
5.10 Assistant Secretary and Assistant Treasurer. In the absence of the
secretary or treasurer, an assistant secretary or assistant treasurer,
respectively shall perform the duties of the secretary or treasurer. Assistant
treasurers may be required to give bond as provided in section 5.9(c). The
assistant secretaries and assistant treasurers, in general shall have such
powers and perform such duties as the treasurer or secretary, respectively, or
the board of directors or president may prescribe.
6. Certificates Representing Shares
6.1 Certificates. The shares of the Corporation shall be represented by
certificates signed by the president or a vice-president and the secretary or an
assistant secretary of the Corporation, and may be sealed with the seal of the
Corporation or a facsimile thereof. The signatures of the president or
vice-president and the secretary or assistant secretary upon & certificate may
be facsimiles if the certificate is countersigned by a transfer agent, or
registered by a registrar, other than the Corporation itself or an employee of
the Corporation. The certificates shall be consecutively numbered and shall be
entered in the books of the Corporation as they are issued. Each certificate
shall state on the face thereof the holder's name, the number and class of
shares, and the par value of such shares or a statement that such shares are
without par value.
6.2 Payment, Issuance. Shares may be issued for such consideration, not
less than the par value thereof, as may be fixed from time to time by the board
of directors. The consideration for the payment of shares shall consist of money
paid, labor done or property actually received. Shares may not be issued until
the full amount of the consideration fixed therefor has been paid.
6.3 Lost, Stolen or Destroyed Certificates. The board of directors may
direct a new certificate to be issued in place of any certificate theretofore
issued by the Corporation alleged to have been lost, stolen or destroyed upon
the making of an affidavit of that fact by the person claiming the certificate
to be lost, stolen or destroyed. When authorizing such issue of a new
certificate, the board of directors may, in its discretion and as a condition
precedent to the issuance thereof, prescribe such terms and conditions as it
deems expedient and may require such
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indemnities as it deems adequate to protect the Corporation from any claim that
may be made against it with respect to any such certificate alleged to have been
lost or destroyed.
6.4 Registration of Transfer. Shares of stock shall be transferable only on
the books of the Corporation by the holder thereof in person or by his duly
authorized attorney. Upon surrender to the Corporation or the transfer agent of
the Corporation of a certificate for shams duly endorsed or accompanied by
proper evidence of succession1 assignment or authority to transfer, a new
certificate shall be issued to the person entitled thereto and the old
certificate cancelled and the transaction recorded upon the books of the
Corporation.
6.5 Registered Owner. The Corporation shall be entitled to recognize the
exclusive right of a person registered on its books as of the record date as the
owner of shares to receive dividends or other distributions, and to vote as such
owner, and shall not be bound to recognize any equitable or other claim to or
interest in such share or shares on the part of any other person, whether or not
it shall have express or other notice thereof, except as otherwise provided by
the laws of the State of Texas. The person in whose name the shams are or were
registered in the stock transfer books of the Corporation as of the record date
shall be deemed to be the owner of the shares registered in his name at that
time. Neither the Corporation nor any of its officers, directors, or agents

shall be under any liability for making such a distribution to a person in whose
name shares were registered In the stock transfer books as of the record date or
to the heirs, successors, or assigns of the person, even though the person, or
his heirs, successors, or assigns, may not possess a certificate for shares.
7. Dividends
7.1 Declaration and Payment. Subject to the Act and the Articles of
Incorporation, dividends may be declared by the board of directors, in its
discretion, at any regular or special meeting, pursuant to law and may be paid
in cash, in property or in the Corporation's own shares.
7.2 Reserves. Before payment of any dividend, the board of directors, by
resolution, may create a reserve or reserves out of the Corporation's surplus or
designate or allocate any part or all of such surplus In any manner for any
proper purpose or purposes, and may increase, create, or abolish any such
reserve, designation, or allocation in the same manner.
8. Protection of Officers, Directors and Employees
8.1 Indemnification. The Corporation shall indemnify any person who was,
is, or Is threatened to be made a named defendant or respondent in a proceeding
(which term shall mean any threatened or pending, or completed action, suit, or
proceeding, whether civil, criminal, administrative, arbitrative, or
investigative, any appeal in such an action, suit, or proceeding, and any
inquiry or investigation that could lead to such an action, suit, or proceeding)
because the person is or was a director of the Corporation, or who, while a
director of the Corporation, is or was serving at the request of the Corporation
as a director, officer, employee or agent of another foreign or domestic
corporation, partnership, joint venture, sole proprietorship, trust, employee
benefit plan or other enterprise (such person being referred to in this part S
as an indemnified person) as follows:
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(a) An indemnified person shall be indemnified against judgments, penalties
(Including excise and similar taxes), fines, settlements and reasonable expenses
(including, without limitation, court costs and attorneys fees) actually
incurred by the indemnified person in connection with the proceeding; but if an
indemnified person (i) is found liable to the Corporation or (ii) is found
liable on the basis that personal benefit was improperly received by him,
whether or not the benefit resulted from an action taken in his official
capacity (as such term is defined in Art. 2.02-l.A of the Act), the
indemnification (x) shall be limited to reasonable expenses actually incurred by
the director in connection with the proceeding and (y) shall not be made in
respect of any proceeding in which the indemnified person shall have been found
liable for willful or intentional misconduct in the performance of his duty to
the Corporation..
(b) An indemnified person shall be indemnified against obligations
resulting from the proceedings referred to in paragraph (a) above only if it is
determined in accordance with paragraph (c) below that he conducted himself in
good faith and reasonably believed, in the case of conduct in his official
capacity, that his conduct was in the Corporation's best interest, and in all
other cases that his conduct was at least not opposed to the Corporation's best
interests. In the case of any criminal proceeding, an additional determination
must be made that such indemnified person had no reasonable cause to believe his
conduct was unlawful.
(c) A determination of indemnification under paragraph (b) above must be
made;
(i) by a majority vote of a quorum consisting of directors who at the
time of the vote are not named defendants or respondents in the proceeding;
(ii) if such a quorum cannot be obtained, by a majority vote of a
committee of the board of directors, designated to act In the matter by a
majority vote of all directors, consisting solely of two or more directors
who at the time of the vote are not named defendants or respondents in the
proceeding;
(iii) by special legal counsel selected by the board of directors or a
committee of the board of directors by vote as set forth in i) or (ii)
above, or, if such quorum cannot be obtained and such a committee cannot be
established, by a majority vote of all directors, or
(iv) by the shareholders in a vote that excludes the shares held by
directors who an named defendants or respondents in the proceeding.
(d) Authorization of indemnification and determination as to reasonableness
of expenses must be made in the same manner as is the determination that
indemnification is permissible, as set forth in paragraph (c) above, except that
if the determination that indemnification is permissible is made by special
legal counsel, authorization of indemnification and determination as to the

reasonableness of expenses must be made in the manner specified in clause (iii)
of paragraph (c) above for the selection of special counsel.
(e) The indemnification permitted under this section 8.1 shall be mandatory
and this paragraph (e) shall be deemed, in accordance with Article 2.02-1.0. of
the Act, to constitute authorization of indemnification in the manner required
by this section 8.1 and by Article 2.02-l.G. of the Act.
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8.2 Indemnification for Reasonable Expenses. The Corporation shall
indemnify an indemnified person against reasonable expenses (including, without
limitation, court costs and attorneys fees) incurred by him In connection with a
proceeding in which he is named defendant or respondent because be is or was an
indemnified person if he has been wholly successful, on the merits or otherwise,
in the defense of the proceeding.
8.3 Expenses Advanced. The Corporation may pay or reimburse in advance of
the final disposition of a proceeding any reasonable expenses (including,
without limitation, court costs and attorneys fees) incurred by an indemnified
person who was, is, or is threatened to be made a named defendant or respondent
in a proceeding, and without the necessity of making any of the determinations
specified in section 8.1(c) and 8.1(d) hereof, after the Corporation receives a
written affirmation by the indemnified person of his good faith belief that he
has met the standard of conduct necessary for indemnification as set forth
herein and a written undertaking by or on behalf of the indemnified person
containing the unlimited general obligation of the indemnified person to repay
the amount paid or reimbursed if it is ultimately determined that he has not met
those requirements. Notwithstanding any other provision of this part 8, the
Corporation may pay or reimburse expenses incurred by an indemnified person in
connection with his appearance as a witness or other participation in a
proceeding at a time when he is not a named defendant or respondent in the
proceeding.
8.4 Insurance. The Corporation may purchase and maintain insurance or
another arrangement on behalf of any person who is or was a director or an
officer, employee, agent of the Corporation or who is or was serving at the
request of the Corporation as a director, officer, employee, agent or similar
functionary of another foreign or domestic corporation, partnership, joint
venture, sole proprietorship, trust, employee benefit plan, or other enterprise,
against any liability asserted against him and incurred by him in such a
capacity or arising out of his status as such a person, whether or net the
Corporation would have the power to indemnify such person against that liability
under these Bylaws or the Act.
8.5 Officer, Employees and Agents. An officer of the Corporation shall be
indemnified to the same extent as a director, and is entitled to seek
indemnification under this part 8 to the same extent as a director. The
Corporation may indemnify and advance expenses to an employee or agent of the
Corporation, and persons who are not or were not officers, employees, or agents
of the Corporation but who are or were serving at the request of the Corporation
as a director, officer, partner, venturer, proprietor, trustee, employee, agent
or similar functionary of another foreign or domestic corporation, partnership,
joint venture, sole proprietorship, trust, employee benefit plan, or other
enterprise, to the same extent that it may indemnify and advance expenses to
directors under this part B or to such further extent as may be permitted or
required by law.
8.6 Other Protection and Indemnification. The protection and
indemnification provided hereunder shall not be deemed exclusive of any other
rights to which such person may be entitled under any agreement, insurance
policy, vote of shareholders, law, or otherwise.
8.7 Notice of Indemnification of or Advance of Expenses. Any
indemnification of or advance of expenses to a person in accordance with this
part 8 shall be reported in writing to the shareholders with or before the
notice or waiver of notice of the next shareholders' meeting or
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with or before the next submission to shareholders of a consent to action
without a meeting pursuant to Article 9.10.A, of the Act, as amended, and, in
any case, within the 12-month period immediately following the date of the
indemnification or advance.
9. General Provisions
9.1 Fiscal Year. The fiscal year of the Corporation shall be fixed by
resolution of the board of directors.
9.2 Seal. The corporate seal shall be in such form as may be prescribed by
the board of directors. The seal may be used by causing it or a facsimile
thereof to be impressed or affixed or in any manner reproduced.

9.3 Minutes. The Corporation shall keep correct and complete books and
records of account and shall keep minutes of the proceedings of its shareholders
and board of directors, and shall keep at its registered office or principal
place of business, or at the office of its transfer agent or registrar, a record
of its shareholders, giving names and addresses of all shareholders and the
number and class of the shares held by each.
9.4 Amendment. Unless otherwise provided by the Articles of Incorporation
or unless the shareholders in amending, adopting or repealing a particular Bylaw
provision expressly provide that the directors may not amend or repeal such
provision, these Bylaws may be altered, amended or repealed and new Bylaws may
be adopted by the board of directors, at any meeting of the board of directors
at which a quorum is present, provided notice of the proposed alteration,
amendment, or repeal is contained in the notice of the meeting. Unless otherwise
provided in the Articles of Incorporation or by a Bylaw adopted by the
shareholders as to all or some portion of these Bylaws, the shareholders may
amend, repeal, or adopt Bylaws of the Corporation at any meeting of the
shareholders, provided that notice of the meeting provided notice of the
proposed Bylaw action, even though the Bylaws may also be amended, repealed, or
adopted by the board of directors.
9.5 Notice. Any notice to directors or shareholders shall be in writing and
shall be delivered personally or mailed to the directors ox shareholders at
their respective addresses appearing on the books of the Corporation. Notice by
mail shall be deemed to be given at the time when the same shall be deposited in
the United States mail, postage prepaid. Notice to directors may also be given
by telegram. Whenever any notice is required to be given under the provisions of
applicable statutes or of the Articles of Incorporation or of these Bylaws, a
waiver thereof in writing signed by the person or persons entitled to such
notice, whether before or after the time stated therein, shall be deemed
equivalent to the giving of such notice.
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Dated: September 1, 1994
/s/ Blaine F. Wesner
--------------------------Blaine F. Wesner, Secretary
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INDENTURE dated as of August 25, 2003 among Monitronics International,
Inc., a Texas corporation and The Bank of New York Trust Company of Florida,
N.A., trustee.
The Company has duly authorized the execution and delivery of this
Indenture to provide for the issuance from time to time of its 11 3/4% Senior
Subordinated Notes due 2010 to be issued as provided in this Indenture. All
things necessary to make this Indenture a valid agreement of the Company, in
accordance with its terms, have been done.
The Company and the Trustee agree as follows for the benefit of each
other and for the equal and ratable benefit of the Holders of the 11 3/4% Senior
Subordinated Notes due 2010:
ARTICLE ONE
DEFINITIONS AND INCORPORATION
BY REFERENCE
Section 1.01. Definitions.
"144A Global Note" means a global note substantially in the form of
Exhibit A hereto bearing the Global Note Legend and the Private Placement Legend
and deposited with or on behalf of, and registered in the name of, the
Depositary or its nominee that shall be issued in a denomination equal to the
outstanding principal amount at maturity of the Notes sold in reliance on Rule
144A.
"Acquired Debt" means, with respect to any specified Person:
(1) Indebtedness of any other Person existing at the time such other
Person is merged with or into or became a Restricted Subsidiary of such
specified Person, including, without limitation, Indebtedness incurred in
connection with, or in contemplation of, such other Person merging with or
into or becoming a Restricted Subsidiary of such specified Person; and
(2) Indebtedness secured by a Lien encumbering any asset acquired by
such specified Person.
"Additional Notes" means an unlimited aggregate principal amount of
Notes (other than the Notes issued on the date hereof) issued under this
Indenture in accordance with Section 2.02.
"Affiliate" of any specified Person means any other Person directly or
indirectly controlling or controlled by or under direct or indirect common

control with such specified Person. For purposes of this definition, "control"
(including, with correlative meanings, the terms "controlling," "controlled by"
and "under common control with"), as used with respect to any Person, shall mean
the possession, directly or indirectly, of the power to direct or cause the
direction of the management or policies of such Person, whether through the
ownership of voting securities, by agreement or otherwise; provided that
beneficial ownership of 10% or more of the Voting Stock of a Person shall be
deemed to be control.
"Agent" means any Registrar, Paying Agent or co-registrar.
"Applicable Premium" means, with respect to any Note on any redemption
date, the greater of (1) 1.0% of the principal amount of such Note and (2) the
excess of (a) the present value at such redemption date of (i) the redemption
price of such Note at September 1, 2007 (such redemption price being set forth
in Section 3.07) plus (ii) all required interest payments due on such Note
through September 1, 2007 (exclusive of interest accrued but unpaid to the date
of redemption), computed using a discount rate equal to the Treasury Rate on
such redemption date, plus 50 basis points, over (b) the principal amount of
such Note.
"Applicable Procedures" means, with respect to any transfer or
exchange of or for beneficial interests in any Global Note, the rules and
procedures of the Depositary, Euroclear and Clearstream that apply to such
transfer or exchange.
"Asset Sale" means:
(1) the sale, lease, conveyance or other disposition of any assets or
rights (including, without limitation, by way of a sale and leaseback and
excluding any pledge of, or the creation, incurrence, assumption or
sufferance to exist of any other Lien on assets by the Company or any of
its Restricted Subsidiaries), other than sales of inventory in the ordinary
course of business, and
(2) the issue or sale by the Company or any of its Subsidiaries of
Equity Interests in any of the Company's Restricted Subsidiaries (excluding
directors' qualifying shares or an immaterial number of shares required by
applicable law to be held by a Person other than the Company or a
Restricted Subsidiary and excluding any pledge of Equity Interests of the
Company or any of its Restricted Subsidiaries),
in the case of either clause (1) or (2), whether in a single transaction or a
series of related transactions that have a fair market value in excess of $3.0
million.
Notwithstanding the foregoing, the following items shall not be deemed to
be Asset Sales:
(1) a transfer of assets by the Company to a Restricted Subsidiary or
by a Restricted Subsidiary to the Company or to another Restricted
Subsidiary;
(2) an issuance of Equity Interests by a Restricted Subsidiary to the
Company or to a Wholly Owned Restricted Subsidiary of the Company;
(3) the sale of excess or obsolete assets, in the ordinary course of
business;
(4) a Restricted Payment that is permitted by Section 4.07 hereof;
(5) transactions covered by Section 5.01 hereof;
(6) any transaction that constitutes a Change of Control;
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(7) dispositions or foreclosure in connection with Permitted Liens;
and
(8) the licensing or sublicensing of intellectual property or other
general intangibles and licenses, leases or subleases of other property in
the ordinary course of business and which do not materially interfere with
the business of the Company and its Restricted Subsidiaries.
"Bankruptcy Law" means Title 11, U.S. Code or any similar federal or
state law for the relief of debtors.
"Board of Directors" means the board of directors of the Company or a
Holding Company, as applicable, or any duly authorized and constituted committee
thereof.
"Board Resolution" means a copy of a resolution certified by the

Secretary or an Assistant Secretary of the Company to have been duly adopted by
the Board of Directors and to be in full force and effect on the date of such
certification.
"Broker-Dealer" has the meaning set forth in the Registration Rights
Agreement.
"Business Day" means any day other than a Legal Holiday.
"Capital Lease Obligation" means, at the time any determination
thereof is to be made, the amount of the liability in respect of a capital lease
that would at such time be required to be capitalized on a balance sheet in
accordance with GAAP.
"Capital Stock" means (1) in the case of a corporation, capital stock,
(2) in the case of an association or business entity, any and all shares,
interests, participations, rights or other equivalents (however designated) of
capital stock, (3) in the case of a partnership or limited liability company,
partnership or membership interests (whether general or limited) and (4) any
other interest or participation that confers on a Person the right to receive a
share of the profits and losses of, or distributions of assets of, the issuing
Person.
"Cash Equivalents" means:
(1) United States dollars;
(2) securities issued or directly and fully guaranteed or insured by
the United States government or any agency or instrumentality thereof
(provided that the full faith and credit of the United States is pledged in
support thereof) having maturities of not more than one year from the date
of acquisition, unless such securities are deposited by the Company to
defease any Indebtedness;
(3) certificates of deposit and eurodollar time deposits with
maturities of one year or less from the date of acquisition, bankers'
acceptances with maturities not exceeding one year and overnight bank
deposits, in each case with any domestic commercial bank having capital and
surplus in excess of $250 million and outstanding debt which is rated "A"
(or such similar equivalent rating) or higher by at least one
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nationally recognized statistical rating organization (as defined in Rule
436 under the Securities Act);
(4) repurchase obligations with a term of not more than seven days for
underlying securities of the types described in clauses (2) and (3) above
entered into with any financial institution meeting the qualifications
specified in clause (3) above;
(5) commercial paper having the highest rating obtainable from Moody's
or S&P and in each case maturing within six months after the date of
acquisition;
(6) marketable direct obligations issued by any state of the United
States of America or any political subdivision of any such state or any
public instrumentality thereof maturing within six months from the date of
acquisition thereof and, at the time of acquisition, having one of the two
highest ratings obtainable from either S&P or Moody's; and
(7) money market funds at least 95% of the assets of which constitute
Cash Equivalents of the kinds described in clauses (1) through (6) of this
definition.
"Change of Control" means the occurrence of any of the following:
(1) the sale, lease, transfer, conveyance or other disposition (other
than by way of merger or consolidation), in one or a series of related
transactions, of all or substantially all of the assets of the Company and
its Restricted Subsidiaries taken as a whole or the Holding Company and its
Subsidiaries taken as a whole to any Person or group of related Persons for
purposes of Section 13(d) of the Exchange Act (a "Group"), other than to
the Permitted Holders;
(2) the acquisition by any Person or Group (other than the Permitted
Holders or a Holding Company) of the power, directly or indirectly, to vote
or direct the voting of securities having more than 50% of the ordinary
voting power for the election of directors of the Company or, if the
Company is a Subsidiary of a Holding Company, such Holding Company;
(3) the first day on which a majority of the members of the Board of
Directors of the Company or a Holding Company are not Continuing Directors;
or

(4) a "change in control" event occurs under the terms of the
Subordinated Notes while such Subordinated Notes are outstanding or a
"change in control" or "change in management" event occurs under the terms
of the Credit Agreement.
Solely for purposes of determining whether a Change of Control has occurred
under clause (2) above, if the Company becomes a Subsidiary of a Holding Company
and thereafter ceases to be a wholly-owned Subsidiary of such Holding Company,
then the acquisition or ownership by any Person or Group (other than the
Permitted Holders or a subsequent Holding Company) of the power, directly or
indirectly, to vote or direct the voting of securities having any percentage of
the ordinary voting power for the election of directors of the former Holding
Company (the "Holdings Percentage") shall be deemed to be the acquisition or
ownership of that percentage of
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the ordinary voting power for the election of directors of the Company equal to
the product of the Holdings Percentage multiplied by the percentage of the
ordinary voting power for the election of directors of the Company held by the
former Holding Company.
"Clearstream" means Clearstream Banking, societe anonyme, Luxembourg
(formerly Cedel Bank, societe anonyme), and any successor thereto.
"Closing Date" means August 25, 2003.
"Commission" means the Securities and Exchange Commission.
"Company" means Monitronics International, Inc. until a successor
replaces it pursuant to Section 5.01 hereof and thereafter means the successor.
"Consolidated Cash Flow" means, with respect to any Person for any
period, the Consolidated Net Income of such Person for such period plus, to the
extent deducted in computing such Consolidated Net Income:
(1) provision for taxes based on income or profits of such Person and
its Restricted Subsidiaries;
(2) consolidated interest expense of such Person and its Restricted
Subsidiaries, whether paid or accrued and whether or not capitalized
(including, without limitation, amortization of debt issuance costs and
original issue discount, non-cash interest payments, the interest component
of any deferred payment obligations, the interest component of all payments
associated with Capital Lease Obligations, commissions, discounts and other
fees and charges incurred in respect of letter of credit or bankers'
acceptance financings, and net costs (if any) pursuant to Hedging
Obligations); and
(3) depreciation, amortization (including amortization of goodwill and
other intangibles but excluding amortization of prepaid cash expenses that
were paid in a prior period) and other non-cash charges (excluding any such
non-cash charges to the extent that it represents an accrual of or reserve
for cash payments to be made in any future period or amortization of a
prepaid cash expense that was paid in a prior period) of such Person and
its Restricted Subsidiaries.
Notwithstanding the foregoing, the Net Income of any Unrestricted
Subsidiary shall be excluded, whether or not distributed to the Company or one
of its Restricted Subsidiaries.
"Consolidated Net Income" means, with respect to any Person for any
period, the aggregate of the Net Income of such Person and its Restricted
Subsidiaries for such period, on a consolidated basis, determined in accordance
with GAAP; provided that:
(1) the Net Income of any Person that is not a Restricted Subsidiary
or that is accounted for by the equity method of accounting shall be
included only to the extent of
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the amount of dividends or distributions paid in cash to the specified
Person or a Restricted Subsidiary thereof;
(2) the Net Income of any Restricted Subsidiary shall be excluded to
the extent that the declaration or payment of dividends or similar
distributions by such Restricted Subsidiary of such Net Income is not at
the date of determination permitted without any prior governmental approval
(that has not been obtained) or, directly or indirectly, by operation of
the terms of its charter or any agreement, instrument, judgment, decree,
order, statute, rule or governmental regulation applicable to that

Subsidiary or its equityholders;
(3) the Net Income of any Person acquired during the specified period
for any period prior to the date of such acquisition shall be excluded;
(4) any extraordinary gain or loss, together with any related
provision for taxes on such gain or loss, shall be excluded;
(5) any gain or loss resulting from Asset Sales (without regard to the
$3.0 million limitation set forth in the definition thereof) or
abandonments or reserves relating thereto and the related tax effects shall
be excluded;
(6) any gain or loss from foreign exchange transactions shall be
excluded;
(7) the cumulative effect of a change in accounting principles shall
be excluded;
(8) the Net Income (but not loss) of any Unrestricted Subsidiary shall
be excluded, whether or not distributed to the specified Person or one of
its Subsidiaries;
(9) any non-cash compensation expense in connection with the issuance
of employee or independent contractor stock options shall be excluded; and
(10) any amount paid or accrued as dividends on Preferred Stock of the
Company or any Guarantor owned by Persons other than the Company and any of
its Restricted Subsidiaries shall be excluded.
"Consolidated Net Worth" means, with respect to any specified Person
as of any date, the sum of:
(1) the consolidated equity of the common stockholders of such Person
and its consolidated Restricted Subsidiaries as of such date; plus
(2) the respective amounts reported on such Person's balance sheet as
of such date with respect to any series of Preferred Stock (other than
Disqualified Stock) that by its terms is not entitled to the payment of
dividends unless such dividends may be declared and paid only out of net
earnings in respect of the year of such declaration and payment, but only
to the extent of any cash received by such Person upon issuance of such
Preferred Stock.
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"Continuing Directors" means, as of any date of determination, any
member of the Board of Directors of the Company or a Holding Company, as
applicable, who:
(1) was a member of the Board of Directors on the date of this
Indenture; or
(2) was nominated for election or elected to the Board of Directors
with the approval of a majority of the Continuing Directors who were
members of the Board of Directors at the time of such nomination or
election; or
(3) was a Permitted Holder or a representative of a Permitted Holder.
"Corporate Trust Office of the Trustee" shall be at the address of the
Trustee specified in Section 12.02 hereof or such other address as to which the
Trustee may give notice to the Company.
"Credit Agreement" means that certain credit agreement to be entered
into as of the date of this Indenture, by and among the Company, certain lenders
and other financial institutions and Fleet National Bank, as administrative
agent for such lenders and financial institutions, including any related notes,
guarantees, collateral documents, instruments and agreements executed in
connection therewith, and in each case as amended, modified, restated, renewed,
refunded, replaced or refinanced from time to time, including any agreement
extending the maturity of, refinancing, replacing or otherwise restructuring
(including by way of adding Restricted Subsidiaries of the Company as borrowers
or guarantors thereunder) all of or a portion of the Indebtedness under such
agreement or any such successor or replacement agreement and whether by the same
or any other agent, lender or group of lenders (or other institutions) or
otherwise.
"Custodian" means the Trustee, as custodian with respect to the Notes
in global form, or any successor entity thereto.
"Default" means any event which is, or after notice or passage of time
or both would be, an Event of Default.

"Definitive Note" means a certificated Note registered in the name of
the Holder thereof and issued in accordance with Section 2.07 hereof,
substantially in the form of Exhibit A hereto, and such Note shall not bear the
Global Note Legend and shall not have the "Schedule of Exchanges of Interests in
the Global Note" attached thereto.
"Depositary" means, with respect to the Notes issuable or issued in
whole or in part in global form, the Person specified in Section 2.04 hereof as
the Depositary with respect to the Notes, and any and all successors thereto
appointed as depositary hereunder and having become such pursuant to the
applicable provision of this Indenture.
"Designated Senior Debt" means:
(1) Indebtedness outstanding under the Credit Agreement, and
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(2) any other Senior Debt which, at the date of determination, has an
aggregate principal amount outstanding of, or under which, at the date of
determination, the holders thereof are committed to lend up to, at least
$20.0 million and is specifically designated by the Company in the
instrument evidencing or governing such Senior Debt as "Designated Senior
Debt" for purposes of this Indenture.
"Disqualified Stock" means any Capital Stock that, by its terms (or by
the terms of any security into which it is convertible, or for which it is
exchangeable, at the option of the holder thereof), or upon the happening of any
event, other than an initial public offering of Equity Interests, matures or is
mandatorily redeemable, pursuant to a sinking fund obligation or otherwise, or
redeemable at the option of the holder thereof, in whole or in part, on or prior
to the date that is 91 days after the earlier of the stated maturity date of the
Notes or the date on which no Notes remain outstanding; provided that only the
portion of Capital Stock which so matures or is mandatorily redeemable or is so
redeemable at the sole option of the holder thereof prior to such date shall be
deemed Disqualified Capital Stock; provided, further, that any Capital Stock
that would constitute Disqualified Stock solely because the holders thereof have
the right to require the Company to repurchase such Capital Stock upon the
occurrence of a Change of Control or an Asset Sale shall not constitute
Disqualified Stock, if the terms of such Capital Stock provide that the Company
may not repurchase or redeem any such Capital Stock pursuant to such provisions
prior to the Company's repurchase of such Notes as are required to be
repurchased pursuant to Section 4.10 and Section 4.14. Notwithstanding the
foregoing, the Capital Stock in the Company owned by James R. Hull on the date
of this Indenture shall not constitute Disqualified Stock by reason of his right
to require the Company to repurchase such Capital Stock pursuant to the terms of
his agreement with the Company dated August 18, 2003.
"Domestic Restricted Subsidiary" of a Person means, at any date of
determination, any Restricted Subsidiary of such Person that:
(1) is organized under the laws of the United States, any State
thereof or the District of Columbia as of such date; or
(2) is not so organized but, due to an election or otherwise,
taxable year (or a portion thereof) that includes such date (a) is
as a domestic entity for United States federal income tax purposes
is treated as a partnership or a division of a domestic entity for
States federal income tax purposes.

for any
treated
or (b)
United

"Equity Interests" means Capital Stock and all warrants, options or
other rights to acquire Capital Stock (but excluding any debt security that is
convertible into, or exchangeable for, Capital Stock).
"Exchange Act" means the Securities Exchange Act of 1934, as amended.
"Exchange Notes" means the Notes issued in the Exchange Offer in
accordance with Section 2.07(f) hereof.
"Exchange Offer" has the meaning set forth in the Registration Rights
Agreement.
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"Exchange Offer Registration Statement" has the meaning set forth in
the Registration Rights Agreement.
"Existing Indebtedness" means Indebtedness of the Company and its
Restricted Subsidiaries (other than Indebtedness under the Credit Agreement and
Indebtedness being repaid on the date of this Indenture) in existence on the
date of this Indenture, until such amounts are repaid.
"fair market value" means the price that would be paid in an

arm's-length transaction between an informed and willing seller under no
compulsion to sell and an informed and willing buyer under no compulsion to buy,
as determined in good faith by the Board of Directors, whose determination shall
be conclusive if evidenced by a Board Resolution.
"GAAP" means generally accepted accounting principles as in effect
from time to time set forth in the opinions and pronouncements of the Accounting
Principles Board of the American Institute of Certified Public Accountants, and
statements and pronouncements of the Financial Accounting Standards Board or the
Commission or in such other statements by such other entity as have been
approved by a significant segment of the accounting profession.
"Global Note Legend" means the legend set forth in Section 2.07(g)(ii)
hereof, which is required to be placed on all Global Notes issued under this
Indenture.
"Global Notes" means, individually and collectively, each of the
Restricted Global Notes and the Unrestricted Global Notes, substantially in the
form of Exhibit A hereto, issued in accordance with Section 2.01, 2.07(b),
2.07(d) or 2.07(f) hereof.
"Guarantee" means a guarantee other than by endorsement of negotiable
instruments for collection in the ordinary course of business, direct or
indirect, in any manner including, without limitation, by way of a pledge of
assets or through letters of credit or reimbursement agreements in respect
thereof, of all or any part of any Indebtedness.
"Guarantors" means each Subsidiary that executes a Note Guarantee in
accordance with the provisions of this Indenture, and their respective
successors and assigns until released from their obligations under their
Guarantees in accordance with the terms of this Indenture.
"Hedging Obligations" of any Person means the obligations of such
Person under:
(1) interest rate protection agreements, interest rate swap
agreements, interest rate cap agreements and interest rate collar
agreements, interest rate futures and interest rate options;
(2) other agreements or arrangements designed to protect such Person
against fluctuations in interest rates; and
(3) any foreign exchange contract, currency swap agreement or other
similar agreement or arrangement.
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"Holder" means the registered owner of any Note.
"Holding Company" means any company as to which the Company is,
directly or indirectly, a wholly-owned Subsidiary.
"Indebtedness" means, with respect to any Person, any indebtedness of
such Person, whether or not contingent, in respect of:
(1) borrowed money;
(2) evidenced by bonds, notes, debentures or similar instruments or
letters of credit (or reimbursement agreements in respect thereof);
(3) banker's acceptances;
(4) Capital Lease Obligations;
(5) the balance deferred and unpaid of the purchase price of any
property, except any such balance that constitutes an accrued expense or
trade payable; or
(6) any Hedging Obligations;
if and to the extent any of the preceding items (other than letters of credit
and Hedging Obligations) would appear as a liability upon a balance sheet of
such Person prepared in accordance with GAAP. In addition, the term
"Indebtedness" includes all Indebtedness of others secured by a Lien on any
asset of the specified Person (whether or not such Indebtedness is assumed by
such Person, the amount of such Indebtedness being deemed to be the lesser of
the value of such property or asset or the amount of the Indebtedness so secured
and, to the extent not otherwise included, the Guarantee by such Person of any
Indebtedness of any other Person; provided that Indebtedness shall not include:
(x) any amounts withheld by the Company or any Restricted Subsidiary
from the purchase price paid for the purchase of subscriber accounts;
(y) Indebtedness in respect of letters of credit to support workers

compensation obligations, performance bonds, bankers' acceptances and
surety or appeal bonds provided by the Company or any of its Restricted
Subsidiaries to their customers in the ordinary course of their business;
and
(z) Indebtedness arising from agreements providing for
indemnification, adjustment of purchase price or similar obligations, or
from guarantees or letters of credit, surety bonds or performance bonds
securing any obligations of the Company or any of its Restricted
Subsidiaries pursuant to such agreements, in each case incurred in
connection with the disposition of any business assets or Restricted
Subsidiaries of the Company (other than guarantees of Indebtedness or other
obligations incurred by any Person acquiring all or any portion of such
business assets or Restricted Subsidiaries of the Company for the purpose
of financing such acquisition) in a principal amount not to
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exceed the gross proceeds actually received by the Company or any of its
Restricted Subsidiaries in connection with such disposition.
The amount of any Indebtedness outstanding as of any date shall be:
(1) the accreted value thereof, in the case of any Indebtedness issued
with original issue discount; and
(2) the principal amount thereof, together with any interest thereon
that is more than 30 days past due, in the case of any other Indebtedness.
"Indenture" means this Indenture, as amended or supplemented from time
to time.
"Indirect Participant" means a Person who holds a beneficial interest
in a Global Note through a Participant.
"Institutional Accredited Investor" means an institution that is an
"accredited investor" as defined in Rule 501(a)(1), (2), (3) or (7) under the
Securities Act, who are not also QIBs.
"Intercreditor and Subordination Agreement" means the Intercreditor
and Subordination Agreement, dated as of the date hereof, by and among the
Company, The Northwestern Mutual Life Insurance Company, and the Trustee for the
benefit of Holders of the Notes, as such agreement may be amended, modified or
supplemented from time to time.
"Investments" means, with respect to any Person, all investments by
such Person in other Persons (including Affiliates) in the forms of direct or
indirect loans (including guarantees of Indebtedness or other obligations)
advances or capital contributions (excluding (1) commission, travel and similar
advances to officers and employees made in the ordinary course of business and
(2) advances to customers or suppliers in the ordinary course of business that
are, in conformity with GAAP recorded as accounts receivable, prepaid expenses
or deposits on the balance sheet of the Company or its Restricted Subsidiaries),
purchases or other acquisitions for consideration of Indebtedness, Equity
Interests or other securities (other than Cash Equivalents), together with all
items that are or would be classified as investments on a balance sheet prepared
in accordance with GAAP; provided, however, that Investments shall not include
the purchase of subscriber accounts or amounts owed to the Company by security
alarm dealers for subscriber accounts lost through attrition. If the Company or
any Restricted Subsidiary of the Company sells or otherwise disposes of any
Equity Interests of any direct or indirect Restricted Subsidiary of the Company
such that, after giving effect to any such sale or disposition, such Person is
no longer a Restricted Subsidiary of the Company, the Company shall be deemed to
have made an Investment on the date of any such sale or disposition equal to the
fair market value of the Investment in such Restricted Subsidiary not sold or
disposed of in an amount determined as provided in Section 4.07(c) hereof. The
acquisition by the Company or any Restricted Subsidiary of a Person that holds
an Investment in a third Person shall be deemed to be an Investment by the
Company or such Restricted Subsidiary in such third Person in an amount equal to
the fair market value of the Investment held by the acquired Person in such
third Person determined as provided in Section 4.07(c) hereof.
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"Legal Holiday" means a Saturday, a Sunday or a day on which banking
institutions in The City of New York or at a place of payment are authorized by
law, regulation or executive order to remain closed. If a payment date is a
Legal Holiday at a place of payment, payment may be made at that place on the
next succeeding day that is not a Legal Holiday, and no interest shall accrue on
such payment for the intervening period.
"Legended Regulation S Global Note" means a temporary global Note in
the form of Exhibit A hereto bearing the Global Note Legend and the Private

Placement Legend and deposited with or on behalf of and registered in the name
of the Depositary or its nominee, issued in a denomination equal to the
outstanding principal amount at maturity of the Notes initially sold in reliance
on Rule 903 of Regulation S.
"Letter of Transmittal" means the letter of transmittal to be prepared
by the Company and sent to all Holders of the Notes for use by such Holders in
connection with the Exchange Offer.
"Leverage Ratio" means the ratio of:
(1) the aggregate outstanding amount of Indebtedness of the Company
and its Restricted Subsidiaries as of the date of determination on a
consolidated basis (subject to the terms described in the paragraph below)
plus the aggregate liquidation preference of all outstanding Disqualified
Stock of the Company and its Restricted Subsidiaries (except Disqualified
Stock issued to the Company or a Wholly Owned Restricted Subsidiary of the
Company) on such date, to
(2) the Consolidated Cash Flow of the Company for the latest full
fiscal quarter (the "Latest Full Fiscal Quarter") for which financial
statements are available on the date of determination annualized (i.e.,
multiplied by four).
For purposes of this definition, Consolidated Cash Flow shall be
calculated on a pro forma basis after giving effect to (1) the incurrence of the
Indebtedness of the Company and its Restricted Subsidiaries and the issuance of
the Disqualified Stock of the Company and its Restricted Subsidiaries (and the
application of the proceeds therefrom) giving rise to the need to make such
calculation and any incurrence (and the application of the proceeds therefrom)
or repayment of other Indebtedness on the date of determination, as if such
incurrence or issuance (and the application of the proceeds therefrom) or the
repayment, as the case may be, occurred on the first day of the Latest Full
Fiscal Quarter, and (2) any acquisition or disposition (including, without
limitation, any acquisition giving rise to the need to make such calculation as
a result of the Company or one of its Restricted Subsidiaries (including any
Person that becomes a Restricted Subsidiary as a result of such acquisition)
incurring, assuming or otherwise becoming liable for Indebtedness or issuing
Disqualified Stock) at any time on or subsequent to the first day of the Latest
Full Fiscal Quarter and on or prior to the date of determination, as if such
acquisition or disposition (including the incurrence or assumption of any such
Indebtedness and the issuance of such Disqualified Stock and also including any
Consolidated Cash Flow associated with such acquisition or disposition) occurred
on the first day of the Latest Full Fiscal Quarter. For purposes of this
definition, pro forma calculations shall be made in good faith by a responsible
financial or accounting officer of the Company consistent with Article 11 of
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Regulation S-X, promulgated pursuant to the Securities Act, as such Regulation
may be amended.
"Lien" means, with respect to any asset, any mortgage, lien, pledge,
charge, security interest or encumbrance of any kind in respect of such asset,
whether or not filed, recorded or otherwise perfected under applicable law,
including any conditional sale or other title retention agreement, any lease in
the nature thereof, any option or other agreement to sell or give a security
interest in and any filing of or agreement to give any financing statement under
the Uniform Commercial Code (or equivalent statutes) of any jurisdiction.
"Liquidated Damages" means all liquidated damages then owing pursuant
to Section 5 of the Registration Rights Agreement.
"Moody's" means Moody's Investors Service, Inc. or any successor to
the rating agency business thereof.
"Net Income" means, with respect to any Person, the net income (loss)
of such Person, determined in accordance with GAAP.
"Net Proceeds" means the aggregate cash proceeds received by the
Company or any of its Restricted Subsidiaries in respect of any Asset Sale
(including payments in respect of deferred payment obligations when received in
the form of cash), net of:
(1) reasonable out-of-pocket expenses and fees relating to such Asset
Sale, including, without limitation, legal, accounting and investment
banking fees and sales commissions, recording fees, relocation costs, title
insurance premiums, appraisers' fees and costs reasonably incurred in
preparation of any asset or property for sale;
(2) taxes paid or reasonably estimated to be payable (calculated based
on the combined state, federal and foreign statutory tax rates applicable
to the Company or the Restricted Subsidiary engaged in such Asset Sale
after taking into account any tax credits or deductions and any tax sharing

arrangements);
(3) all payments made on any Indebtedness of the Company or any
Guarantor which is secured by any assets subject to such Asset Sale;
(4) all distributions and other payments required to be made to any
Person owning a beneficial interest in the assets subject to sale, or
minority interest holders in Subsidiaries or joint ventures, as a result of
such Asset Sale; and
(5) any reserves established in accordance with GAAP for adjustment in
respect of the sales price of the asset or assets subject to such Asset
Sale or for any liabilities associated with such Asset Sale.
"Non-Recourse Debt" means Indebtedness:
(1) as to which neither the Company nor any of its Restricted
Subsidiaries (a) provides credit support of any kind (including any
undertaking, agreement or instrument
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that would constitute Indebtedness), (b) is directly or indirectly liable
(to a guarantor or otherwise) or (c) constitutes the lender; and
(2) no default with respect to which (including any rights that the
holders thereof may have to take enforcement action against an Unrestricted
Subsidiary) would permit (upon notice, lapse of time or both) any holder of
any other Indebtedness (other than the Notes) of the Company or any of its
Restricted Subsidiaries to declare a default on such other Indebtedness or
cause the payment thereof to be accelerated or payable prior to its stated
maturity.
"Non-U.S. Person" means a Person who is not a U.S. Person.
"Note Guarantee" means a Guarantee of the Notes pursuant to this
Indenture.
"Notes" means the 11 3/4% Senior Subordinated Notes due 2010 of the
Company issued on the date hereof and any Additional Notes. The Notes and the
Additional Notes, if any, shall be treated as a single class for all purposes
under this Indenture.
"Obligations" means any principal, premium, interest, penalties, fees,
indemnifications, reimbursements, damages and other liabilities payable under
the documentation governing any Indebtedness.
"Officer" means the Chief Executive Officer, the Chief Financial
Officer, or any Executive Vice-President of the Company.
"Officers' Certificate" means a certificate signed by two Officers of
the Company, at least one of whom shall be the principal executive officer or
principal financial officer of the Company, and delivered to the Trustee.
"Opinion of Counsel" means a written opinion from legal counsel who is
acceptable to the Trustee. An Opinion of Counsel must meet the requirements of
Section 12.04 of this Indenture. The counsel may be an employee of or counsel to
the Company or the Trustee.
"Participant" means, with respect to the Depositary, Euroclear or
Clearstream, a Person who has an account with the Depositary, Euroclear or
Clearstream, respectively (and with respect to DTC, shall include Euroclear and
Clearstream).
"Permitted Business" means any business conducted by the Company and
its Restricted Subsidiaries on the date of this Indenture and other businesses
reasonably related, ancillary or complementary thereto, as determined in good
faith by the Company's Board of Directors.
"Permitted Holders" means AV Partners III, L.P., AV Partners V, L.P.,
Capital Resource Partners II, L.P., ABRY Capital Partners, L.P., ABRY Partners
IV, L.P., ABRY Investment Partnership, L.P., Windward Capital GP II, LLC,
Windward Capital Partners II, L.P., and Windward Capital LP II, LC. or any of
their Affiliates, partners or members or James R. Hull or any of his Affiliates
or family partnerships, trusts or other entities or investment vehicles created
for the benefit of any of the foregoing.
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"Permitted Investment" means:
(1) any Investment in the Company or a Guarantor (whether existing on
the Closing Date or created thereafter) or any Person that after such

Investment, and as a result thereof, becomes a Guarantor;
(2) any Investment in Cash Equivalents;
(3) any Investment made as a result of the receipt of non-cash
consideration from a sale of assets that was made pursuant to and in
compliance with Section 4.10;
(4) any Investments to the extent acquired in exchange for the
issuance of Equity Interests (other than Disqualified Stock) of the
Company;
(5) Investments in securities of trade creditors, wholesalers,
suppliers or customers received pursuant to any plan of reorganization or
similar arrangement for obligations arising in the ordinary course of
business;
(6) loans or advances to employees of the Company or any Restricted
Subsidiary thereof for purposes of purchasing from the Company or a Holding
Company the Company's or a Holding Company's Capital Stock and other loans
and advances to employees, dealers or independent contractors made in the
ordinary course of business consistent with past practices of the Company
or such Restricted Subsidiary, provided that the aggregate amount of all
such loans and advances at any time outstanding shall not exceed $2.0
million;
(7) receivables owing to the Company or any of its Restricted
Subsidiaries, if created or acquired in the ordinary course of business and
payable or dischargeable in accordance with customary trade terms;
(8) stock, obligations or securities received in settlement of debts
created in the ordinary course of business and owing to the Company or any
of its Restricted Subsidiaries or in satisfaction of judgments or claims;
(9) Hedging Obligations incurred in compliance with Section 4.09 and
not for speculative purposes; and
(10) other Investments in an amount not to exceed $10.0 million.
"Permitted Junior Securities" of a Person means (1) Equity Interests
in such Person and debt securities of such Person, in each case (whether Equity
Interests or debt securities) that are subordinated to all Senior Debt and any
securities (whether equity or debt) issued in exchange for Senior Debt of such
Person to substantially the same extent as, or to a greater extent than, the
Notes and the Note Guarantees are subordinated to Senior Debt of the Company and
the Guarantors pursuant to this Indenture or (2) Equity Interests in such Person
that are of the same class and series as, and have no greater contractual rights
than, any Equity Interests constituting common stock in such Person issued in
exchange for Senior Debt of such Person.
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"Permitted Liens" means:
(1) Liens securing Senior Debt;
(2) Liens securing the Notes or the Note Guarantees;
(3) Liens in favor of the Company or any of its Wholly Owned
Restricted Subsidiaries;
(4) Liens on property of a Person existing at the time such Person is
merged into or consolidated with the Company or any Restricted Subsidiary
of the Company or at the time such Person becomes a Restricted Subsidiary
of the Company, provided that such Liens were in existence prior to the
contemplation of such transaction and do not extend to any assets other
than those of the Person merged into or consolidated with the Company or
the Restricted Subsidiary;
(5) Liens on property existing at the time of acquisition thereof by
the Company or any Restricted Subsidiary of the Company, provided that such
Liens were in existence prior to the contemplation of such acquisition;
(6) Liens existing on the date of this Indenture;
(7) Liens securing Indebtedness represented by Capital Lease
Obligations, mortgage financings or purchase money obligations, in each
case incurred for the purpose of financing all or any part of the purchase
price or cost of construction or improvement of property or assets used in
the Company's or any Restricted Subsidiary's business or incurred to
refinance any such purchase price or cost of construction or improvement,
in each case incurred no later than 365 days after the date of such
acquisition or the date of completion of such construction or improvement;
provided that the principal amount of any Indebtedness described in this

clause (7) shall not exceed $10.0 million at any time outstanding;
(8) Liens incurred in the ordinary course of business of the Company
or any Restricted Subsidiary of the Company with respect to obligations
that do not exceed $5.0 million at any one time outstanding and that do not
in the aggregate materially detract from the value of the property or
materially impair the use thereof in the operation of business by the
Company or such Restricted Subsidiary;
(9) Liens for property taxes, assessments and other governmental
charges or levies not yet delinquent or subject to penalties for nonpayment
or which are being contested in good faith by appropriate proceedings;
(10) Liens resulting from the deposit of funds or evidences of
Indebtedness in trust for the purpose of defeasing Indebtedness of the
Company or any of its Subsidiaries;
(11) Liens imposed by law, such as carriers', warehousemen's and
mechanics' Liens and other similar Liens, on the assets of the Company or
any Restricted Subsidiary arising in the ordinary course of business and
securing payment of obligations that are not
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more than 60 days past due or are being contested in good faith by
appropriate proceedings;
(12) pledges or deposits by the Company or any Restricted Subsidiary
under workmen's compensation laws, unemployment insurance laws or similar
legislation, or good faith deposits in connection with bids, tenders,
contracts (other than for the payment of Indebtedness) or leases to which
the Company or any Restricted Subsidiary is a party, or deposits to secure
public or statutory obligations of the Company, or deposits for the payment
of rent, in each case incurred in the ordinary course of business; and
(13) Liens on the assets of the Company or any Restricted Subsidiary
to secure any Permitted Refinancing Indebtedness, in whole or in part, of
any Indebtedness secured by Liens; provided, however, that any such Lien
shall be limited to the same assets that secured the original Indebtedness.
"Permitted Refinancing Disqualified Stock" means any Disqualified
Stock of the Company or any of its Restricted Subsidiaries issued in exchange
for or the net proceeds of which are used to repurchase or redeem other
Disqualified Stock of the Company or such Restricted Subsidiary (other than
intercompany Disqualified Stock); provided that:
(1) the liquidation preference of such Permitted Refinancing
Disqualified Stock does not exceed the liquidation value, plus premiums,
penalties and accrued dividends on, the Disqualified Stock so exchanged,
repurchased or redeemed (plus the amount of reasonable expenses incurred in
connection therewith);
(2) such Permitted Refinancing Disqualified Stock has a redemption
date no earlier than the redemption date of the Disqualified Stock being
exchanged, repurchased or redeemed; and
(3) such Permitted Refinancing Disqualified Stock is issued either by
the Company or by the Restricted Subsidiary that issued the Disqualified
Stock being exchanged, repurchased or redeemed.
"Permitted Refinancing Indebtedness" means any Indebtedness of the
Company or any of its Restricted Subsidiaries issued in exchange for, or the net
proceeds of which are used to extend, refinance, renew, replace, defease or
refund other Indebtedness of the Company or such Restricted Subsidiary (other
than intercompany Indebtedness); provided that:
(1) the principal amount (or accreted value, if applicable) of such
Permitted Refinancing Indebtedness does not exceed the principal amount of
(or accreted value, if applicable), plus premiums, penalties and accrued
interest on, the Indebtedness so extended, refinanced, renewed, replaced,
defeased or refunded (plus the amount of reasonable expenses incurred in
connection therewith);
(2) such Permitted Refinancing Indebtedness has a final maturity date
no earlier than the final maturity date, and a Weighted Average Life to
Maturity equal to or greater than the Weighted Average Life to Maturity, of
the Indebtedness being extended, refinanced, renewed, replaced, defeased or
refunded;
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(3) if the Indebtedness being extended, refinanced, renewed, replaced,
defeased or refunded is (i) pari passu in right of payment to the Notes or

any guarantee of the Notes, such Permitted Refinancing Indebtedness is pari
passu with or subordinated in right of payment to the Notes or any
guarantee of the Notes and (ii) subordinated in right of payment to the
Notes or any guarantee of the Notes, such Permitted Refinancing
Indebtedness is subordinated in right of payment to the Notes or any
guarantee of the Notes, in each case on terms at least as favorable to the
Holders of Notes as those contained in the documentation governing the
Indebtedness being extended, refinanced, renewed, replaced, defeased or
refunded; provided that the Subordinated Notes outstanding on the Closing
Date (together with any additional principal amount paid in lieu of cash
interest pursuant to the terms of the Subordinated Notes on the Closing
Date) may be refinanced or replaced with Indebtedness that is pari passu
with the Notes; and
(4) such Indebtedness is incurred either by the Company or by the
Restricted Subsidiary that is the obligor on the Indebtedness being
extended, refinanced, renewed, replaced, defeased or refunded.
"Person" means any individual, corporation, company (including any
limited liability company), association, partnership, joint venture, trust,
unincorporated organization, government or any agency or political subdivision
thereof or any other entity.
"Preferred Stock" of any Person means any Capital Stock of such Person
that has preferential rights to any other Capital Stock of such Person with
respect to dividends or redemptions or upon liquidation.
"Private Placement Legend" means the legend set forth in Section
2.07(g)(i) to be placed on all Notes issued under this Indenture except where
otherwise permitted by the provisions of this Indenture.
"QIB" means a "qualified institutional buyer" as defined in Rule 144A.
"Qualified Consideration" means, with respect to any Asset Sale (or
any other transaction or series of related transactions required to comply with
Section 4.10(a)(iii)), any one or more of:
(1) Cash Equivalents;
(2) securities, notes or other obligations received by the Company or
such Restricted Subsidiary from the transferee that are contemporaneously
(subject to ordinary settlement periods) converted into cash;
(3) Indebtedness (excluding contingent liabilities and Indebtedness
that is pari passu or subordinated to the Notes or any Note Guarantees, and
Indebtedness that is owed to the Company or any Affiliate of the Company)
of the Company or any Restricted Subsidiary that is expressly assumed by
the transferee in an Asset Sale and with respect to which the Company or
the Restricted Subsidiary, as the case may be, is unconditionally released
by the holder of that Indebtedness; and
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(4) any assets received by the Company or its Restricted Subsidiaries
that would satisfy clause (ii) of Section 4.10(b) (provided that if such
assets involve consideration in excess of $5.0 million, the valuation of
such assets has been approved by a majority of the members of the Board of
Directors of the Company and, provided, further that if such assets involve
consideration in excess of $15 million, the Board of Directors'
determination must be based upon an opinion or appraisal issued by an
accounting, appraisal or investment banking firm of national standing).
"Registration Rights Agreement" means the Registration Rights
Agreement, dated as of the date hereof, by and among the Company and the other
parties named on the signature pages thereof, as such agreement may be amended,
modified or supplemented from time to time.
"Regulation S" means Regulation S promulgated under the Securities
Act.
"Regulation S Global Note" means a Legended Regulation S Global Note
or a Unlegended Regulation S Global Note, as appropriate.
"Representative" means the indenture trustee or other trustee, agent
or representative of holders of any Senior Debt.
"Responsible Officer," when used with respect to the Trustee, means
any officer within the Corporate Trust Administration of the Trustee (or any
successor group of the Trustee) or any other officer of the Trustee customarily
performing functions similar to those performed by any of the above designated
officers and also means, with respect to a particular corporate trust matter,
any other officer to whom such matter is referred because of his knowledge of
and familiarity with the particular subject.

"Restricted Definitive Note" means a Definitive Note bearing the
Private Placement Legend.
"Restricted Global Note" means a Global Note bearing the Private
Placement Legend.
"Restricted Investment" means an Investment other than a Permitted
Investment.
"Restricted Payment" means:
(1) the declaration or payment of any dividend or other payment or
distribution on account of the Company's or any of its Restricted
Subsidiaries' Equity Interests (including, without limitation, any payment
in connection with any merger or consolidation involving the Company or any
of its Restricted Subsidiaries) or to the direct or indirect holders of the
Company's or any of its Restricted Subsidiaries' Equity Interests in their
capacity as such, other than dividends or distributions payable in Equity
Interests (other than Disqualified Stock) of the Company or to the Company
or a Restricted Subsidiary of the Company;
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(2) the purchase, repurchase, redemption, acquisition or retirement
for value (including, without limitation, in connection with any merger or
consolidation involving the Company) of any Equity Interests of the Company
or any Guarantor (other than any such Equity Interests owned by the Company
or any Restricted Subsidiary of the Company);
(3) the making of any payment on or with respect to, or the purchase,
redemption, defeasance or other acquisition or retirement for value of, any
Indebtedness that is subordinated to the Notes, except (a) a payment of
interest or a payment of principal at Stated Maturity or (b) the purchase,
redemption, defeasance or other acquisition or retirement of such
subordinated Indebtedness made in anticipation of satisfying a sinking fund
obligation, principal installment or final maturity, in each case due
within one year of the date of such purchase, redemption, defeasance or
other acquisition or retirement; or
(4) any Restricted Investment.
"Restricted Period" means the 40-day restricted period as defined in
Regulation S.
"Restricted Subsidiary" means any Subsidiary of the Company other than
an Unrestricted Subsidiary.
"Rule 144" means Rule 144 promulgated under the Securities Act.
"Rule 144A" means Rule 144A promulgated under the Securities Act.
"Rule 903" means Rule 903 promulgated under the Securities Act.
"Rule 904" means Rule 904 promulgated the Securities Act.
"S&P" means Standard & Poor's, a division of The McGraw-Hill
Companies, Inc. or any successor to the rating agency business thereof.
"Securities Act" means the Securities Act of 1933, as amended.
"Senior Debt" means:
(1) all Indebtedness of the Company or any Guarantor under the Credit
Agreement;
(2) any other Indebtedness of the Company or any Guarantor permitted
to be incurred under the terms of this Indenture, unless the instrument
under which such Indebtedness is incurred expressly provides that it is on
a parity with or subordinated in right of payment to the Notes or any Note
Guarantee; and
(3) all Obligations with respect to the items listed in the preceding
clauses (1) and (2) (including any interest accruing after the commencement
of any bankruptcy
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proceeding at the rate specified in the applicable Senior Debt, whether or
not allowed as a claim in such proceeding).
Notwithstanding anything to the contrary in the preceding, Senior Debt will not
include:

(1) any liability for federal, state, local or other taxes owed or
owing by such Person;
(2) any Indebtedness of the Company or any Guarantor to the Company or
any of its Subsidiaries or Affiliates;
(3) any Indebtedness of the Company or any Guarantor under the
Subordinated Notes, including any Subordinated Notes paid in lieu of cash
interest thereon;
(4) any trade payables;
(5) any amounts or liabilities owing to dealers from whom the Company
purchases subscriber accounts; or
(6) any Indebtedness that is incurred in violation of this Indenture.
"Shelf Registration Statement" means the Shelf Registration Statement
as defined in the Registration Rights Agreement.
"Significant Subsidiary" means any Subsidiary that would be a
"Significant Subsidiary" of the Company within the meaning of Rule 1-02 under
Regulation S-X promulgated by the Commission.
"Stated Maturity" means, with respect to any installment of interest
or principal on any series of Indebtedness, the date on which such payment of
interest or principal was scheduled to be paid in the original documentation
governing such Indebtedness, and shall not include any contingent obligations to
repay, redeem or repurchase any such interest or principal prior to the date
originally scheduled for the payment thereof.
"Subordinated Notes" means the Subordinated Notes due 2010 outstanding
on the date of this Indenture, issued pursuant to the Subordinated Note and
Warrant Purchase Agreement dated January 18, 2002 among the Company and the
purchasers listed on Schedule A attached thereto, as amended.
"Subsidiary" means, with respect to any Person:
(1) any corporation, association or other business entity of which
more than 50% of the total voting power of shares of Capital Stock entitled
(without regard to the occurrence of any contingency) to vote in the
election of directors, managers or trustees thereof is at the time owned,
directly or indirectly, by such Person; and
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(2) any other Person (other than a corporation), including, without
limitation, a partnership, joint venture or limited liability company, in
which the specified Person, one or more Subsidiaries thereof or the
specified Person and one or more Subsidiaries thereof, directly or
indirectly, at the date of determination thereof, has or have at least a
majority of the Voting Stock or other ownership interests of such Person.
"TIA" means the Trust Indenture Act of 1939, as in effect on the date
on which this Indenture is qualified under the TIA.
"Treasury Rate" means, as of any redemption date, the yield to
maturity as of such redemption date of United States Treasury securities with a
constant maturity (as compiled and published in the most recent Federal Reserve
Statistical Release H.15 (519) that has become publicly available at least two
business days prior to the redemption date (or, if such statistical release is
no longer published, any publicly available source of similar market data)) most
nearly equal to the period from the redemption date to September 1, 2007;
provided, however, that if the period from the redemption date to September 1,
2007 is less than one year, the weekly average yield on actually traded United
States Treasury securities adjusted to a constant maturity of one year shall be
used.
"Trustee" means The Bank of New York Trust Company of Florida, N.A., a
national banking association, until a successor replaces it in accordance with
the applicable provisions of this Indenture and thereafter means the successor
serving hereunder.
"Unlegended Regulation S Global Note" means a permanent global Note in
the form of Exhibit A hereto bearing the Global Note Legend, deposited with or
on behalf of and registered in the name of the Depositary or its nominee and
issued upon expiration of the Restricted Period.
"Unrestricted Definitive Note" means one or more Definitive Notes that
do not bear and are not required to bear the Private Placement Legend.
"Unrestricted Global Note" means a permanent Global Note substantially
in the form of Exhibit A attached hereto that bears the Global Note Legend and
that has the "Schedule of Exchanges of Interests in the Global Note" attached

thereto, and that is deposited with or on behalf of and registered in the name
of the Depositary, representing a series of Notes, and that does not bear the
Private Placement Legend.
"Unrestricted Subsidiary" means any Subsidiary of the Company that is
designated by the Board of Directors as an Unrestricted Subsidiary pursuant to a
resolution of the Board of Directors, but only to the extent that such
Subsidiary:
(1) has no Indebtedness other than Non-Recourse Debt; and
(2) is a Person with respect to which neither the Company nor any of
its Restricted Subsidiaries has any direct or indirect obligation (1) to
subscribe for additional Equity Interests or (2) to maintain or preserve
such Person's financial condition or to cause such Person to achieve any
specified levels of operating results.
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"U.S. Government Obligations" means direct obligations (or
certificates representing an ownership interest in such obligations) of the
United States of America (including any agency or instrumentality thereof) for
the payment of which the full faith and credit of the United States of America
is pledged and which are not callable or redeemable at the issuer's option.
"U.S. Person" means a U.S. person as defined in Rule 902(o) under the
Securities Act.
"Voting Stock" with respect to any specified Person (1) means any
class or classes of Equity Interests of the specified Person pursuant to which
the holders thereof have the general voting power under ordinary circumstances
to elect at least a majority of the board of directors, partners, managers or
trustees of the specified Person (irrespective of whether or not, at the time,
stock of any other class or classes have, or might have, voting power by reason
of the happening of any contingency) that control the management and policies of
such Person, and (2) if such specified Person is a limited partnership, includes
the general partner and limited partner interests of such Person.
"Weighted Average Life to Maturity" means, when applied to any
Indebtedness at any date, the number of years obtained by dividing:
(1) the sum of the products obtained by multiplying (a) the amount of
each then remaining installment, sinking fund, serial maturity or other
required payments of principal, including payment at final maturity, in
respect thereof, by (b) the number of years (calculated to the nearest
one-twelfth) that will elapse between such date and the making of such
payment; by
(2) the then outstanding principal amount of such Indebtedness.
"Wholly Owned Restricted Subsidiary" of any Person means a Restricted
Subsidiary of such Person all the outstanding Capital Stock or other ownership
interests of which (except directors' qualifying shares) is at such time owned
by such Person and its other Wholly Owned Restricted Subsidiaries.
Section 1.02. Other Definitions.
Defined
in
Section
-------

Term
- ---"Act"................................................
"Affiliate Transaction"..............................
"Asset Sale Offer"...................................
"Authentication Order"...............................
"Change of Control Offer"............................
"Change of Control Payment"..........................
"Change of Control Payment Date".....................

12.14
4.11
4.10
2.02
4.14
4.14
4.14
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Term
- ---"Covenant Defeasance"................................
"DTC"................................................
"Event of Default"...................................
"Excess Proceeds"....................................
"Incur"..............................................
"Legal Defeasance"...................................

Defined
in
Section
------8.03
2.01
6.01
4.10
4.09
8.02

"Offer Amount".......................................
"Offer Period".......................................
"Paying Agent".......................................
"Payment Default"....................................
"Payment Blockage Notice"............................
"Payment Blockage Period"............................
"Permitted Debt".....................................
"Purchase Date"......................................
"Registrar"..........................................
"Related Proceedings"................................
"Repurchase Offer"...................................
"Specified Courts"...................................

3.08
3.08
2.04
6.01
10.03
10.03
4.09
3.08
2.04
12.09
3.08
12.09

Section 1.03. Incorporation by Reference of Trust Indenture Act.
Whenever this Indenture refers to a provision of the TIA, the
provision is incorporated by reference in and made a part of this Indenture.
The following TIA terms used in this Indenture have the following
meanings:
"indenture securities" means the Notes;
"indenture security Holder" means a Holder of a Note;
"indenture to be qualified" means this Indenture;
"indenture trustee" or "institutional trustee" means the Trustee; and
"obligor" on the Notes means the Company and any successor obligor
upon the Notes.
All other terms used in this Indenture that are defined by the TIA,
defined by TIA reference to another statute or defined by Commission rule under
the TIA have the meanings so assigned to them.
Section 1.04. Rules of Construction.
(a) Unless the context otherwise requires:
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(i) a term has the meaning assigned to it;
(ii) an accounting term not otherwise defined has the meaning assigned
to it in accordance with GAAP;
(iii) "or" is not exclusive;
(iv) words in the singular include the plural, and in the plural
include the singular;
(v) provisions apply to successive events and transactions; and
(vi) references to sections of or rules under the Securities Act shall
be deemed to include substitute, replacement of successor sections or rules
adopted by the Commission from time to time.
ARTICLE TWO
THE NOTES
Section 2.01. Form and Dating.
(a) General. The Notes and the Trustee's certificate of authentication
shall be substantially in the form of Exhibit A hereto. The Notes may have
notations, legends or endorsements required by law, stock exchange rule or
usage. Each Note shall be dated the date of its authentication. The Notes shall
be issued in registered, global form without interest coupons and only shall be
in minimum denominations of $1,000 and integral multiples of $1,000 in excess
thereof.
The terms and provisions contained in the Notes shall constitute, and
are hereby expressly made, a part of this Indenture and the Company and the
Trustee, by their execution and delivery of this Indenture, expressly agree to
such terms and provisions and to be bound thereby. However, to the extent any
provision of any Note conflicts with the express provisions of this Indenture,
the provisions of this Indenture shall govern and be controlling.
(b) Global Notes. Notes issued in global form shall be substantially
in the form of Exhibit A attached hereto (and shall include the Global Note
Legend thereon and the "Schedule of Exchanges of Interests in the Global Note"
attached thereto). Notes issued in definitive form shall be substantially in the
form of Exhibit A attached hereto (but without the Global Note Legend thereon
and without the "Schedule of Exchanges of Interests in the Global Note" attached

thereto). Each Global Note shall represent such of the outstanding Notes as
shall be specified therein and each shall provide that it shall represent the
aggregate principal amount of outstanding Notes from time to time endorsed
thereon and that the aggregate principal amount of outstanding Notes represented
thereby may from time to time be reduced or increased, as appropriate, to
reflect exchanges and redemptions. Any endorsement of a Global Note to reflect
the amount of any increase or decrease in the aggregate principal amount of
outstanding Notes represented thereby shall be made by the Trustee in accordance
with instructions given by the Holder thereof as required by Section 2.07
hereof.
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(c) Regulation S Global Notes. Notes offered and sold in reliance on
Regulation S shall be issued initially in the form of the Legended Regulation S
Global Note, which shall be deposited on behalf of the purchasers of the Notes
represented thereby with the Trustee, as custodian for The Depository Trust
Company ("DTC") in New York, New York, and registered in the name of the
Depositary or the nominee of the Depositary for the accounts of designated
agents holding on behalf of Euroclear or Clearstream, duly executed by the
Company and authenticated by the Trustee as hereinafter provided. Following the
termination of the Restricted Period, beneficial interests in the Legended
Regulation S Global Note shall be exchanged for beneficial interests in
Unlegended Regulation S Global Notes pursuant to the Applicable Procedures.
Simultaneously with the authentication of Unlegended Regulation S Global Notes,
the Trustee shall cancel the Legended Regulation S Global Note. The aggregate
principal amount of the Regulation S Global Notes may from time to time be
increased or decreased by adjustments made on the records of the Trustee and the
Depositary or its nominee, as the case may be, in connection with transfers of
interest as hereinafter provided.
(d) Euroclear and Clearstream Procedures Applicable. The provisions of
the "Operating Procedures of the Euroclear System" and "Terms and Conditions
Governing Use of Euroclear" and the "General Terms and Conditions of Cedel Bank"
and "Customer Handbook" of Clearstream shall be applicable to transfers of
beneficial interests in the Regulation S Global Notes that are held by
Participants through Euroclear or Clearstream.
Section 2.02. Execution and Authentication.
Two Officers of the Company shall sign the Notes for the Company by
manual or facsimile signature.
If an Officer whose signature is on a Note no longer holds that office
at the time a Note is authenticated, the Note shall nevertheless be valid.
A Note shall not be valid until authenticated by the manual signature
of the Trustee. Such signature shall be conclusive evidence that the Note has
been authenticated under this Indenture.
The Company may, subject to Article Four of this Indenture and
applicable law, issue Additional Notes under this Indenture, including Exchange
Notes. The Notes issued on the Closing Date and any Additional Notes
subsequently issued shall be treated as a single class for all purposes under
this Indenture.
The Trustee shall, upon a written order of the Company signed by two
Officers of the Company (an "Authentication Order"), authenticate Notes for
original issue on the date hereof of $160 million. At any time and from time to
time after the execution of this Indenture, the Trustee shall, upon receipt of
an Authentication Order, authenticate Notes for original issue in aggregate
principal amount specified in such Authentication Order. The Authentication
Order shall specify the amount of Notes to be authenticated and the date on
which the Notes are to be authenticated.
The Trustee may appoint an authenticating agent acceptable to the
Company to authenticate Notes. An authenticating agent may authenticate Notes
whenever the Trustee may
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do so. Each reference in this Indenture to authentication by the Trustee
includes authentication by such agent. An authenticating agent has the same
rights as an Agent to deal with Holders or an Affiliate of the Company.
Section 2.03. Methods of Receiving Payments on the Notes.
If a Holder of $1.0 million or more of Notes has given wire transfer
instructions to the Company, the Company shall pay all principal, interest and
premium and Liquidated Damages, if any, on that Holder's Notes in accordance
with those instructions. All other payments on Notes shall be made at the office
or agency of the Paying Agent and Registrar within the City and State of New
York unless the Company elects to make interest payments by check mailed to the

Holders at their addresses set forth in the register of Holders.
Section 2.04. Registrar and Paying Agent.
(a) The Company shall maintain an office or agency where Notes may be
presented for registration of transfer or for exchange ("Registrar") and an
office or agency where Notes may be presented for payment ("Paying Agent"). The
Registrar shall keep a register of the Notes and of their transfer and exchange.
The Company may appoint one or more co-registrars and one or more additional
paying agents. The term "Registrar" includes any co-registrar and the term
"Paying Agent" includes any additional paying agent. The Company may change any
Paying Agent or Registrar without prior notice to any Holder. The Company shall
notify the Trustee in writing of the name and address of any Agent not a party
to this Indenture. If the Company fails to appoint or maintain another entity as
Registrar or Paying Agent, the Trustee shall act as such. The Company or any of
its Subsidiaries may act as Paying Agent or Registrar.
(b) The Company initially appoints DTC to act as Depositary with
respect to the Global Notes.
(c) The Company initially appoints the Trustee to act as the Registrar
and Paying Agent and to act as Custodian with respect to the Global Notes.
Section 2.05. Paying Agent to Hold Money in Trust.
The Company shall require each Paying Agent other than the Trustee to
agree in writing that the Paying Agent shall hold in trust for the benefit of
Holders or the Trustee all money held by the Paying Agent for the payment of
principal, premium or Liquidated Damages, if any, or interest on the Notes, and
shall notify the Trustee of any default by the Company in making any such
payment. While any such default continues, the Trustee may require a Paying
Agent to pay all money held by it to the Trustee. The Company at any time may
require a Paying Agent to pay all money held by it to the Trustee. Upon payment
over to the Trustee, the Paying Agent (if other than the Company or one of its
Subsidiaries) shall have no further liability for the money. If the Company or
one of its Subsidiaries acts as Paying Agent, it shall segregate and hold in a
separate trust fund for the benefit of the Holders all money held by it as
Paying Agent. Upon any bankruptcy or reorganization proceedings relating to the
Company, the Trustee shall serve as Paying Agent for the Notes.
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Section 2.06. Holder Lists.
The Trustee shall preserve in as current a form as is reasonably
practicable the most recent list available to it of the names and addresses of
all Holders and shall otherwise comply with TIA (S) 312(a). If the Trustee is
not the Registrar, the Company shall furnish to the Trustee at least seven
Business Days before each interest payment date and at such other times as the
Trustee may request in writing, a list in such form and as of such date as the
Trustee may reasonably require of the names and addresses of the Holders of
Notes and the Company shall otherwise comply with TIA (S) 312(a).
Section 2.07. Transfer and Exchange.
(a) Transfer and Exchange of Global Notes. A Global Note may not be
transferred as a whole except by the Depositary to a nominee of the Depositary,
by a nominee of the Depositary to the Depositary or to another nominee of the
Depositary, or by the Depositary or any such nominee to a successor Depositary
or a nominee of such successor Depositary. All Global Notes shall be exchanged
by the Company for Definitive Notes if (i) the Company delivers to the Trustee
notice from the Depositary that it is unwilling or unable to continue to act as
Depositary or that it is no longer a clearing agency registered under the
Exchange Act and, in either case, a successor Depositary is not appointed by the
Company within 120 days after the date of such notice from the Depositary; (ii)
the Company in its sole discretion determines that the Global Notes (in whole
but not in part) should be exchanged for Definitive Notes and delivers a written
notice to such effect to the Trustee; provided that in no event shall the
Legended Regulation S Global Note be exchanged by the Company for Definitive
Notes prior to the expiration of the Restricted Period; or (iii) there shall
have occurred and be continuing a Default or Event of Default with respect to
the Notes. Upon the occurrence of either of the preceding events in (i), (ii) or
(iii) above, Definitive Notes shall be issued in such names as the Depositary
shall instruct the Trustee. Global Notes also may be exchanged or replaced, in
whole or in part, as provided in Sections 2.08 and 2.11 hereof. Every Note
authenticated and delivered in exchange for, or in lieu of, a Global Note or any
portion thereof, pursuant to this Section 2.07 or Section 2.08 or 2.11 hereof,
shall be authenticated and delivered in the form of, and shall be, a Global
Note. A Global Note may not be exchanged for another Note other than as provided
in this Section 2.07(a), however, beneficial interests in a Global Note may be
transferred and exchanged as provided in Section 2.07(b), (d) or (f) hereof.
(b) Transfer and Exchange of Beneficial Interests in the Global Notes.
The transfer and exchange of beneficial interests in the Global Notes shall be

effected through the Depositary, in accordance with the provisions of this
Indenture and the Applicable Procedures. Beneficial interests in the Restricted
Global Notes shall be subject to restrictions on transfer comparable to those
set forth herein to the extent required by the Securities Act. Transfers of
beneficial interests in the Global Notes also shall require compliance with
either subparagraph (i) or (ii) below, as applicable, as well as one or more of
the other following subparagraphs, as applicable:
(i) Transfer of Beneficial Interests in the Same Global Note.
Beneficial interests in any Restricted Global Note may be transferred to
Persons who take delivery thereof in the form of a beneficial interest in
the same Restricted Global Note in
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accordance with the transfer restrictions set forth in the Private
Placement Legend. Beneficial interests in any Unrestricted Global Note may
be transferred to Persons who take delivery thereof in the form of a
beneficial interest in an Unrestricted Global Note. No written orders or
instructions shall be required to be delivered to the Registrar to effect
the transfers described in this Section 2.07(b)(i).
(ii) All Other Transfers and Exchanges of Beneficial Interests in
Global Notes. In connection with all transfers and exchanges of beneficial
interests that are not subject to Section 2.07(b)(i) above, the transferor
of such beneficial interest must deliver to the Registrar either (A) (1) a
written order from a Participant or an Indirect Participant given to the
Depositary in accordance with the Applicable Procedures directing the
Depositary to credit or cause to be credited a beneficial interest in
another Global Note in an amount equal to the beneficial interest to be
transferred or exchanged and (2) instructions given in accordance with the
Applicable Procedures containing information regarding the Participant
account to be credited with such increase or (B) (1) a written order from a
Participant or an Indirect Participant given to the Depositary in
accordance with the Applicable Procedures directing the Depositary to cause
to be issued a Definitive Note in an amount equal to the beneficial
interest to be transferred or exchanged and (2) instructions given by the
Depositary to the Registrar containing information regarding the Person in
whose name such Definitive Note shall be registered to effect the transfer
or exchange referred to in (1) above; provided that in no event shall
Definitive Notes be issued upon the transfer or exchange of beneficial
interests in the Legended Regulation S Global Note prior to the expiration
of the Restricted Period. Upon consummation of an Exchange Offer by the
Company in accordance with Section 2.07(f) hereof, the requirements of this
Section 2.07(b)(ii) shall be deemed to have been satisfied upon receipt by
the Registrar of the instructions contained in the Letter of Transmittal
delivered by the holder of such beneficial interests in the Restricted
Global Notes. Upon satisfaction of all of the requirements for transfer or
exchange of beneficial interests in Global Notes contained in this
Indenture and the Notes or otherwise applicable under the Securities Act,
the Trustee shall adjust the principal amount at maturity of the relevant
Global Notes pursuant to Section 2.07(i) hereof.
(iii) Transfer of Beneficial Interests to Another Restricted Global
Note. A beneficial interest in any Restricted Global Note may be
transferred to a Person who takes delivery thereof in the form of a
beneficial interest in another Restricted Global Note if the transfer
complies with the requirements of Section 2.07(b)(ii) above and the
Registrar receives the following:
(A) if the transferee shall take delivery in the form of a
beneficial interest in the 144A Global Note, then the transferor must
deliver a certificate in the form of Exhibit B hereto, including the
certifications in item (1) thereof; and
(B) if the transferee shall take delivery in the form of a
beneficial interest in a Legended Regulation S Global Note, then the
transferor must deliver a certificate in the form of Exhibit B hereto,
including the certifications in item (2) thereof.
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(iv) Transfer and Exchange of Beneficial Interests in a Restricted
Global Note for Beneficial Interests in the Unrestricted Global Note. A
beneficial interest in any Restricted Global Note may be exchanged by any
holder thereof for a beneficial interest in an Unrestricted Global Note or
transferred to a Person who takes delivery thereof in the form of a
beneficial interest in an Unrestricted Global Note if the exchange or
transfer complies with the requirements of Section 2.07(b)(ii) above and:
(A) such exchange or transfer is effected pursuant to the
Exchange Offer in accordance with the Registration Rights Agreement
and the holder of the beneficial interest to be transferred, in the

case of an exchange, or the transferee, in the case of a transfer,
certifies in the applicable Letter of Transmittal that it is not (1) a
Person participating in the distribution of the Exchange Notes or (2)
a Person who is an affiliate (as defined in Rule 144) of the Company;
(B) such transfer is effected pursuant to the Shelf Registration
Statement in accordance with the Registration Rights Agreement;
(C) such transfer is effected by a Broker-Dealer pursuant to the
Exchange Offer Registration Statement in accordance with the
Registration Rights Agreement; or
(D) the Registrar receives the following:
(1) if the holder of such beneficial interest in a
Restricted Global Note proposes to exchange such beneficial
interest for a beneficial interest in an Unrestricted Global
Note, a certificate from such holder in the form of Exhibit C
hereto, including the certifications in item (1)(a) thereof; or
(2) if the holder of such beneficial interest in a
Restricted Global Note proposes to transfer such beneficial
interest to a Person who shall take delivery thereof in the form
of a beneficial interest in an Unrestricted Global Note, a
certificate from such Holder in the form of Exhibit B hereto,
including the certifications in item (4) thereof;
and, in each such case set forth in this subparagraph (D), if the
Registrar so requests or if the Applicable Procedures so require, an
Opinion of Counsel in form reasonably acceptable to the Registrar to
the effect that such exchange or transfer is in compliance with the
Securities Act and that the restrictions on transfer contained herein
and in the Private Placement Legend are no longer required in order to
maintain compliance with the Securities Act.
If any such transfer is effected pursuant to subparagraph (B) or (D)
above at a time when an Unrestricted Global Note has not yet been issued, the
Company shall issue and, upon receipt of an Authentication Order in accordance
with Section 2.02 hereof, the Trustee shall authenticate one or more
Unrestricted Global Notes in an aggregate principal amount equal to the
aggregate principal amount of beneficial interests transferred pursuant to
subparagraph (B) or (D) above.
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Beneficial interests in an Unrestricted Global Note cannot be
exchanged for, or transferred to Persons who take delivery thereof in the form
of, a beneficial interest in a Restricted Global Note.
(c) Transfer or Exchange of Beneficial Interests for Definitive Notes.
(i) Beneficial Interests in Restricted Global Notes to Restricted
Definitive Notes. If any holder of a beneficial interest in a Restricted
Global Note proposes to exchange such beneficial interest for a Restricted
Definitive Note or to transfer such beneficial interest to a Person who
takes delivery thereof in the form of a Restricted Definitive Note, then,
upon receipt by the Registrar of the following documentation:
(A) if the Holder of such beneficial interest in a Restricted
Global Note proposes to exchange such beneficial interest for a
Restricted Definitive Note, a certificate from such Holder in the form
of Exhibit C hereto, including the certifications in item (2)(a)
thereof;
(B) if such beneficial interest is being transferred to a QIB in
accordance with Rule 144A under the Securities Act, a certificate to
the effect set forth in Exhibit B hereto, including the certifications
in item (1) thereof;
(C) if such beneficial interest is being transferred to an
Institutional Accredited Investor in reliance on an exemption from the
registration requirements of the Securities Act other than that listed
in subparagraph (B) above, a certificate to the effect set forth in
Exhibit B hereto, including the certifications, certificates and
Opinion of Counsel required by item (3)(b) thereof, if applicable; or
(D) if such beneficial interest is being transferred to the
Company or any of its Subsidiaries, a certificate to the effect set
forth in Exhibit B hereto, including the certifications in item (3)(a)
thereof,
the Trustee shall cause the aggregate principal amount of the applicable
Global Note to be reduced accordingly pursuant to Section 2.07(h) hereof,
and the Company shall execute and the Trustee shall authenticate and

deliver to the Person designated in the instructions a Definitive Note in
the appropriate principal amount. Any Definitive Note issued in exchange
for a beneficial interest in a Restricted Global Note pursuant to this
Section 2.07(c) shall be registered in such name or names and in such
authorized denomination or denominations as the Holder of such beneficial
interest shall instruct the Registrar through instructions from the
Depositary and the Participant or Indirect Participant. The Trustee shall
deliver such Definitive Notes to the Persons in whose names such Notes are
so registered. Any Definitive Note issued in exchange for a beneficial
interest in a Restricted Global Note pursuant to this Section 2.07(c)(i)
shall bear the Private Placement Legend and shall be subject to all
restrictions on transfer contained therein.
(ii) Beneficial Interests in Legended Regulation S Global Note to
Definitive Notes. A beneficial interest in the Legended Regulation S Global
Note may not be
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exchanged for a Definitive Note or transferred to a Person who takes
delivery thereof in the form of a Definitive Note prior to the expiration
of the Restricted Period, except in the case of a transfer pursuant to an
exemption from the registration requirements of the Securities Act other
than Rule 903 or Rule 904.
(iii) Beneficial Interests in Restricted Global Notes to Unrestricted
Definitive Notes. A holder of a beneficial interest in a Restricted Global
Note may exchange such beneficial interest for an Unrestricted Definitive
Note or may transfer such beneficial interest to a Person who takes
delivery thereof in the form of an Unrestricted Definitive Note only if:
(A) such exchange or transfer is effected pursuant to the
Exchange Offer in accordance with the Registration Rights Agreement
and the Holder of such beneficial interest, in the case of an
exchange, or the transferee, in the case of a transfer, certifies in
the applicable Letter of Transmittal that it is not (1) a Person
participating in the distribution of the Exchange Notes or (2) a
Person who is an affiliate (as defined in Rule 144) of the Company;
(B) such transfer is effected pursuant to the Shelf Registration
Statement in accordance with the Registration Rights Agreement;
(C) such transfer is effected by a Broker-Dealer pursuant to the
Exchange Offer Registration Statement in accordance with the
Registration Rights Agreement; or
(D) the Registrar receives the following:
(1) if the Holder of such beneficial interest in a
Restricted Global Note proposes to exchange such beneficial
interest for a Definitive Note that does not bear the Private
Placement Legend, a certificate from such Holder in the form of
Exhibit C hereto, including the certifications in item (1)(b)
thereof; or
(2) if the Holder of such beneficial interest in a
Restricted Global Note proposes to transfer such beneficial
interest to a Person who shall take delivery thereof in the form
of a Definitive Note that does not bear the Private Placement
Legend, a certificate from such Holder in the form of Exhibit B
hereto, including the certifications in item (4) thereof;
and, in each such case set forth in this subparagraph (D), if the
Registrar so requests or if the Applicable Procedures so require, an
Opinion of Counsel in form reasonably acceptable to the Registrar to
the effect that such exchange or transfer is in compliance with the
Securities Act and that the restrictions on transfer contained herein
and in the Private Placement Legend are no longer required in order to
maintain compliance with the Securities Act.
(iv) Beneficial Interests in Unrestricted Global Notes to Unrestricted
Definitive Notes. If any holder of a beneficial interest in an Unrestricted
Global Note
32
proposes to exchange such beneficial interest for a Definitive Note or to
transfer such beneficial interest to a Person who takes delivery thereof in
the form of a Definitive Note, then, upon satisfaction of the conditions
set forth in Section 2.07(b)(ii) hereof, the Trustee shall cause the
aggregate principal amount of the applicable Global Note to be reduced
accordingly pursuant to Section 2.07(h) hereof, and the Company shall
execute and the Trustee shall authenticate and deliver to the Person

designated in the instructions a Definitive Note in the appropriate
principal amount. Any Definitive Note issued in exchange for a beneficial
interest pursuant to this Section 2.07(c)(iv) shall be registered in such
name or names and in such authorized denomination or denominations as the
Holder of such beneficial interest shall instruct the Registrar through
instructions from the Depositary and the Participant or Indirect
Participant. The Trustee shall deliver such Definitive Notes to the Persons
in whose names such Notes are so registered. Any Definitive Note issued in
exchange for a beneficial interest pursuant to this Section 2.07(c)(iv)
shall not bear the Private Placement Legend.
(d) Transfer and Exchange of Definitive Notes for Beneficial
Interests.
(i) Restricted Definitive Notes to Beneficial Interests in Restricted
Global Notes. If any Holder of a Restricted Definitive Note proposes to
exchange such Note for a beneficial interest in a Restricted Global Note or
to transfer such Restricted Definitive Notes to a Person who takes delivery
thereof in the form of a beneficial interest in a Restricted Global Note,
then, upon receipt by the Registrar of the following documentation:
(A) if the Holder of such Restricted Definitive Note proposes to
exchange such Note for a beneficial interest in a Restricted Global
Note, a certificate from such Holder in the form of Exhibit C hereto,
including the certifications in item (2)(b) thereof;
(B) if such Restricted Definitive Note is being transferred to a
QIB in accordance with Rule 144A under the Securities Act, a
certificate to the effect set forth in Exhibit B hereto, including the
certifications in item (1) thereof; or
(C) if such Restricted Definitive Note is being transferred to a
Non-U.S. Person in an offshore transaction in accordance with Rule 903
or Rule 904 under the Securities Act, a certificate to the effect set
forth in Exhibit B hereto, including the certifications in item (2)
thereof,
the Trustee shall cancel the Restricted Definitive Note, increase or
cause to be increased the aggregate principal amount of, in the case
of clause (A) above, the appropriate Restricted Global Note, in the
case of clause (B) above, the 144A Global Note, and in the case of
clause (C) above, the Regulation S Global Note.
(ii) Restricted Definitive Notes to Beneficial Interests in
Unrestricted Global Notes. A Holder of a Restricted Definitive Note may
exchange such Note for a beneficial interest in an Unrestricted Global Note
or transfer such Restricted Definitive Note to a
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Person who takes delivery thereof in the form of a beneficial interest in
an Unrestricted Global Note only if:
(A) such exchange or transfer is effected pursuant to the
Exchange Offer in accordance with the Registration Rights Agreement
and the Holder, in the case of an exchange, or the transferee, in the
case of a transfer, certifies in the applicable Letter of Transmittal
that it is not (1) a Person participating in the distribution of the
Exchange Notes or (2) a Person who is an affiliate (as defined in Rule
144) of the Company;
(B) such transfer is effected pursuant to the Shelf Registration
Statement in accordance with the Registration Rights Agreement;
(C) such transfer is effected by a Broker-Dealer pursuant to the
Exchange Offer Registration Statement in accordance with the
Registration Rights Agreement; or
(D) the Registrar receives the following:
(1) if the Holder of such Definitive Notes proposes to
exchange such Notes for a beneficial interest in the Unrestricted
Global Note, a certificate from such Holder in the form of
Exhibit C hereto, including the certifications in item (1)(c)
thereof; or
(2) if the Holder of such Definitive Notes proposes to
transfer such Notes to a Person who shall take delivery thereof
in the form of a beneficial interest in the Unrestricted Global
Note, a certificate from such Holder in the form of Exhibit B
hereto, including the certifications in item (4) thereof;
and, in each such case set forth in this subparagraph (D), if the
Registrar so requests or if the Applicable Procedures so require, an

Opinion of Counsel in form reasonably acceptable to the Registrar to
the effect that such exchange or transfer is in compliance with the
Securities Act and that the restrictions on transfer contained herein
and in the Private Placement Legend are no longer required in order to
maintain compliance with the Securities Act.
Upon satisfaction of the conditions of any of the subparagraphs in
this Section 2.07(d)(ii), the Trustee shall cancel the Definitive Notes and
increase or cause to be increased the aggregate principal amount of the
Unrestricted Global Note.
(iii) Unrestricted Definitive Notes to Beneficial Interests in
Unrestricted Global Notes. A Holder of an Unrestricted Definitive Note may
exchange such Note for a beneficial interest in an Unrestricted Global Note
or transfer such Definitive Notes to a Person who takes delivery thereof in
the form of a beneficial interest in an Unrestricted Global Note at any
time. Upon receipt of a request for such an exchange or transfer, the
Trustee shall cancel the applicable Unrestricted Definitive Note and
increase or cause to be increased the aggregate principal amount of one of
the Unrestricted Global Notes.
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If any such exchange or transfer from a Definitive Note to a
beneficial interest is effected pursuant to subparagraphs (ii)(B), (ii)(D)
or (iii) above at a time when an Unrestricted Global Note has not yet been
issued, the Company shall issue and, upon receipt of an Authentication
Order in accordance with Section 2.02 hereof, the Trustee shall
authenticate one or more Unrestricted Global Notes in an aggregate
principal amount equal to the principal amount of Definitive Notes so
transferred.
(e) Transfer and Exchange of Definitive Notes for Definitive Notes.
Upon request by a Holder of Definitive Notes and such Holder's compliance with
the provisions of this Section 2.07(e), the Registrar shall register the
transfer or exchange of Definitive Notes. Prior to such registration of transfer
or exchange, the requesting Holder shall present or surrender to the Registrar
the Definitive Notes duly endorsed or accompanied by a written instruction of
transfer in form satisfactory to the Registrar duly executed by such Holder or
by its attorney, duly authorized in writing. In addition, the requesting Holder
shall provide any additional certifications, documents and information, as
applicable, required pursuant to the following provisions of this Section
2.07(e).
(i) Restricted Definitive Notes to Restricted Definitive Notes. Any
Restricted Definitive Note may be transferred to and registered in the name
of Persons who take delivery thereof in the form of a Restricted Definitive
Note if the Registrar receives the following:
(A) if the transfer shall be made pursuant to Rule 144A under the
Securities Act, then the transferor must deliver a certificate in the
form of Exhibit B hereto, including the certifications in item (1)
thereof; and
(B) if the transfer shall be made pursuant to any other exemption
from the registration requirements of the Securities Act, then the
transferor must deliver a certificate in the form of Exhibit B hereto,
including the certifications, certificates and Opinion of Counsel
required by item (3) thereof, if applicable.
(ii) Restricted Definitive Notes to Unrestricted Definitive Notes. Any
Restricted Definitive Note may be exchanged by the Holder thereof for an
Unrestricted Definitive Note or transferred to a Person or Persons who take
delivery thereof in the form of an Unrestricted Definitive Note if:
(A) such exchange or transfer is effected pursuant to the
Exchange Offer in accordance with the Registration Rights Agreement
and the Holder, in the case of an exchange, or the transferee, in the
case of a transfer, certifies in the applicable Letter of Transmittal
that it is not (1) a Person participating in the distribution of the
Exchange Notes or (2) a Person who is an affiliate (as defined in Rule
144) of the Company;
(B) any such transfer is effected pursuant to the Shelf
Registration Statement in accordance with the Registration Rights
Agreement;
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(C) any such transfer is effected by a Broker-Dealer pursuant to
the Exchange Offer Registration Statement in accordance with the
Registration Rights Agreement; or

(D) the Registrar receives the following:
(1) if the Holder of such Restricted Definitive Notes
proposes to exchange such Notes for an Unrestricted Definitive
Note, a certificate from such Holder in the form of Exhibit C
hereto, including the certifications in item (1)(d) thereof; or
(2) if the Holder of such Restricted Definitive Notes
proposes to transfer such Notes to a Person who shall take
delivery thereof in the form of an Unrestricted Definitive Note,
a certificate from such Holder in the form of Exhibit B hereto,
including the certifications in item (4) thereof;
and, in each such case set forth in this subparagraph (D), if the
Registrar so requests, an Opinion of Counsel in form reasonably
acceptable to the Company to the effect that such exchange or transfer
is in compliance with the Securities Act and that the restrictions on
transfer contained herein and in the Private Placement Legend are no
longer required in order to maintain compliance with the Securities
Act.
(iii) Unrestricted Definitive Notes to Unrestricted Definitive Notes.
A Holder of Unrestricted Definitive Notes may transfer such Notes to a
Person who takes delivery thereof in the form of an Unrestricted Definitive
Note. Upon receipt of a request to register such a transfer, the Registrar
shall register the Unrestricted Definitive Notes pursuant to the
instructions from the Holder thereof.
(f) Exchange Offer. Upon the occurrence of the Exchange Offer in
accordance with the Registration Rights Agreement, the Company shall issue and,
upon receipt of an Authentication Order in accordance with Section 2.02, the
Trustee shall authenticate (i) one or more Unrestricted Global Notes in an
aggregate principal amount equal to the principal amount of the beneficial
interests in the Restricted Global Notes tendered for acceptance by Persons that
certify in the applicable Letters of Transmittal that (x) they are not
participating in a distribution of the Exchange Notes and (y) they are not
affiliates (as defined in Rule 144) of the Company, and accepted for exchange in
the Exchange Offer and (ii) Definitive Notes in an aggregate principal amount
equal to the principal amount of the Restricted Definitive Notes accepted for
exchange in the Exchange Offer. Concurrently with the issuance of such Notes,
the Trustee shall cause the aggregate principal amount of the applicable
Restricted Global Notes to be reduced accordingly, and the Company shall execute
and the Trustee shall authenticate and deliver to the Persons designated by the
Holders of Restricted Global Notes so accepted Unrestricted Global Notes in the
appropriate principal amount.
(g) Legends. The following legends shall appear on the face of all
Global Notes and Definitive Notes issued under this Indenture unless
specifically stated otherwise in the applicable provisions of this Indenture.
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(i) Private Placement Legend. Except as permitted below, each Global
Note and each Definitive Note (and all Notes issued in exchange therefor or
substitution thereof) shall bear the legend in substantially the following
form:
THIS NOTE HAS NOT BEEN REGISTERED UNDER THE SECURITIES ACT OF
1933, AS AMENDED (THE "SECURITIES ACT"), OR ANY STATE SECURITIES LAWS.
NEITHER THIS NOTE NOR ANY INTEREST OR PARTICIPATION HEREIN MAY BE
OFFERED, SOLD, ASSIGNED, TRANSFERRED, PLEDGED, ENCUMBERED OR OTHERWISE
DISPOSED OF IN THE ABSENCE OF SUCH REGISTRATION OR UNLESS SUCH
TRANSACTION IS EXEMPT FROM, OR NOT SUBJECT TO, THE REGISTRATION
REQUIREMENTS OF THE SECURITIES ACT. THE HOLDER OF THIS NOTE BY ITS
ACCEPTANCE HEREOF AGREES TO OFFER, SELL OR OTHERWISE TRANSFER SUCH
NOTE, PRIOR TO THE DATE WHICH IS TWO YEARS AFTER THE LATER OF THE
ORIGINAL ISSUE DATE HEREOF AND THE LAST DATE ON WHICH THE COMPANY OR
ANY AFFILIATE OF THE COMPANY WAS THE OWNER OF THIS NOTE (OR ANY
PREDECESSOR OF THIS NOTE) (THE "RESALE RESTRICTION TERMINATION DATE")
ONLY (A) TO THE COMPANY OR ANY SUBSIDIARY THEREOF, (B) PURSUANT TO AN
EFFECTIVE REGISTRATION STATEMENT UNDER THE SECURITIES ACT, (C) FOR SO
LONG AS THE NOTES ARE ELIGIBLE FOR RESALE PURSUANT TO RULE 144A UNDER
THE SECURITIES ACT ("RULE 144A"), TO A PERSON IT REASONABLY BELIEVES
IS A "QUALIFIED INSTITUTIONAL BUYER" AS DEFINED IN RULE 144A THAT
PURCHASES FOR ITS OWN ACCOUNT OR FOR THE ACCOUNT OF A QUALIFIED
INSTITUTIONAL BUYER TO WHOM NOTICE IS GIVEN THAT THE TRANSFER IS BEING
MADE IN RELIANCE ON RULE 144A, (D) PURSUANT TO OFFERS AND SALES TO
NON-U.S. PERSONS THAT OCCUR OUTSIDE THE UNITED STATES WITHIN THE
MEANING OF REGULATION S UNDER THE SECURITIES ACT OR (E) PURSUANT TO
ANOTHER AVAILABLE EXEMPTION FROM THE REGISTRATION REQUIREMENTS OF THE
SECURITIES ACT, SUBJECT TO THE COMPANY'S AND THE TRUSTEE'S RIGHT PRIOR
TO ANY SUCH OFFER, SALE OR TRANSFER PURSUANT TO CLAUSE (D) PRIOR TO
THE END OF THE 40 DAY DISTRIBUTION COMPLIANCE PERIOD WITHIN THE
MEANING OF REGULATION S UNDER THE SECURITIES ACT OR PURSUANT TO CLAUSE

(E) PRIOR TO THE RESALE RESTRICTION TERMINATION DATE TO REQUIRE THE
DELIVERY OF AN OPINION OF COUNSEL, CERTIFICATION AND/OR OTHER
INFORMATION SATISFACTORY TO EACH OF THEM. THIS LEGEND WILL BE REMOVED
UPON THE REQUEST OF A HOLDER AFTER THE RESALE RESTRICTION TERMINATION
DATE.
Notwithstanding the foregoing, any Global Note or Definitive Note issued
pursuant to subparagraph (b)(iv), (c)(iii), (c)(iv), (d)(ii), (d)(iii),
(e)(ii), (e)(iii) or (f) to this Section 2.07 (and all Notes issued in
exchange therefor or substitution thereof) shall not bear the Private
Placement Legend.
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(ii) Global Note Legend. Each Global Note shall bear a legend in
substantially the following form:
THIS GLOBAL NOTE IS HELD BY THE DEPOSITARY (AS DEFINED IN THE
INDENTURE GOVERNING THIS NOTE) OR ITS NOMINEE IN CUSTODY FOR THE
BENEFIT OF THE BENEFICIAL OWNERS HEREOF, AND IS NOT TRANSFERABLE TO
ANY PERSON UNDER ANY CIRCUMSTANCES EXCEPT THAT (I) THE TRUSTEE MAY
MAKE SUCH NOTATIONS HEREON AS MAY BE REQUIRED PURSUANT TO SECTION 2.07
OF THE INDENTURE, (II) THIS GLOBAL NOTE MAY BE EXCHANGED IN WHOLE BUT
NOT IN PART PURSUANT TO SECTION 2.07(a) OF THE INDENTURE, (III) THIS
GLOBAL NOTE MAY BE DELIVERED TO THE TRUSTEE FOR CANCELLATION PURSUANT
TO SECTION 2.12 OF THE INDENTURE AND (IV) THIS GLOBAL NOTE MAY BE
TRANSFERRED TO A SUCCESSOR DEPOSITARY WITH THE PRIOR WRITTEN CONSENT
OF THE COMPANY.
(h) Cancellation and/or Adjustment of Global Notes. At such time as
all beneficial interests in a particular Global Note have been exchanged for
Definitive Notes or a particular Global Note has been redeemed, repurchased or
canceled in whole and not in part, each such Global Note shall be returned to or
retained and canceled by the Trustee in accordance with Section 2.12 hereof. At
any time prior to such cancellation, if any beneficial interest in a Global Note
is exchanged for or transferred to a Person who shall take delivery thereof in
the form of a beneficial interest in another Global Note or for Definitive
Notes, the principal amount of Notes represented by such Global Note shall be
reduced accordingly and an endorsement shall be made on such Global Note by the
Trustee or by the Depositary at the direction of the Trustee to reflect such
reduction; and if the beneficial interest is being exchanged for or transferred
to a Person who shall take delivery thereof in the form of a beneficial interest
in another Global Note, such other Global Note shall be increased accordingly
and an endorsement shall be made on such Global Note by the Trustee or by the
Depositary at the direction of the Trustee to reflect such increase.
(i) General Provisions Relating to Transfers and Exchanges.
(i) To permit registrations of transfers and exchanges, the Company
shall execute and the Trustee shall authenticate Global Notes and
Definitive Notes upon the Company's order or at the Registrar's request.
(ii) No service charge shall be made to a holder of a beneficial
interest in a Global Note or to a Holder of a Definitive Note for any
registration of transfer or exchange, but the Company may require payment
of a sum sufficient to cover any transfer tax or similar governmental
charge payable in connection therewith (other than any such transfer taxes
or similar governmental charge payable upon exchange or transfer pursuant
to Sections 2.11, 3.06, 3.08, 4.10, 4.14 and 9.05 hereof).
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(iii) The Registrar shall not be required to register the transfer of
or exchange any Note selected for redemption in whole or in part, except
the unredeemed portion of any Note being redeemed in part.
(iv) All Global Notes and Definitive Notes issued upon any
registration of transfer or exchange of Global Notes or Definitive Notes
shall be the valid and legally binding obligations of the Company,
evidencing the same debt, and entitled to the same benefits under this
Indenture, as the Global Notes or Definitive Notes surrendered upon such
registration of transfer or exchange.
(v) The Company shall not be required (A) to issue, to register the
transfer of or to exchange any Notes during a period beginning at the
opening of business 15 days before the day of any selection of Notes for
redemption under Section 3.02 hereof and ending at the close of business on
the day of selection, (B) to register the transfer of or to exchange any
Note so selected for redemption in whole or in part, except the unredeemed
portion of any Note being redeemed in part or (C) to register the transfer
of or to exchange a Note between a record date and the next succeeding
interest payment date.

(vi) Prior to due presentment for the registration of a transfer of
any Note, the Trustee, any Agent and the Company may deem and treat the
Person in whose name any Note is registered as the absolute owner of such
Note for the purpose of receiving payment of principal of and interest on
such Notes and for all other purposes, and none of the Trustee, any Agent
or the Company shall be affected by notice to the contrary.
(vii) The Trustee shall authenticate Global Notes and Definitive Notes
in accordance with the provisions of Section 2.02 hereof.
(viii) All certifications, certificates and Opinions of Counsel
required to be submitted to the Registrar pursuant to this Section 2.07 to
effect a registration of transfer or exchange may be submitted by facsimile
with the original to follow by first class mail.
Section 2.08. Replacement Notes.
(a) If any mutilated Note is surrendered to the Trustee or the Company
and the Trustee receives evidence to its satisfaction of the destruction, loss
or theft of any Note, the Company shall issue and the Trustee, upon receipt of
an Authentication Order, shall authenticate a replacement Note if the Trustee's
requirements are met. If required by the Trustee or the Company, an indemnity
bond must be supplied by the Holder that is sufficient in the judgment of the
Trustee and the Company to protect the Company, the Trustee, any Agent and any
authenticating agent from any loss that any of them may suffer if a Note is
replaced. The Company may charge for its expenses in replacing a Note.
(b) Every replacement Note is an additional obligation of the Company
and shall be entitled to all of the benefits of this Indenture equally and
proportionately with all other Notes duly issued hereunder.
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Section 2.09. Outstanding Notes.
(a) The Notes outstanding at any time are all the Notes authenticated
by the Trustee except for those canceled by it, those delivered to it for
cancellation, those reductions in the interest in a Global Note effected by the
Trustee in accordance with the provisions hereof, and those described in this
Section as not outstanding. Except as set forth in Section 2.10 hereof, a Note
does not cease to be outstanding because the Company or an Affiliate of the
Company holds the Note; however, Notes held by the Company or a Subsidiary of
the Company shall not be deemed to be outstanding for purposes of Section
3.07(b) hereof.
(b) If a Note is replaced pursuant to Section 2.08 hereof, it ceases
to be outstanding unless the Trustee receives proof satisfactory to it that the
replaced Note is held by a bona fide purchaser.
(c) If the principal amount of any Note is considered paid under
Section 4.01 hereof, it ceases to be outstanding and interest on it ceases to
accrue.
(d) If
Affiliate of any
money sufficient
such Notes shall
interest.

the Paying Agent (other than the Company, a Subsidiary or an
of the foregoing) holds, on a redemption date or maturity date,
to pay Notes payable on that date, then on and after that date
be deemed to be no longer outstanding and shall cease to accrue

Section 2.10. Treasury Notes.
In determining whether the Holders of the required principal amount of
Notes have concurred in any direction, waiver or consent, Notes owned by the
Company, or by any Person directly or indirectly controlling or controlled by or
under direct or indirect common control with the Company, shall be considered as
though not outstanding, except that for the purposes of determining whether the
Trustee shall be protected in relying on any such direction, waiver or consent,
only Notes that the Trustee knows are so owned shall be so disregarded.
Section 2.11. Temporary Notes.
(a) Until certificates representing Notes are ready for delivery, the
Company may prepare and the Trustee, upon receipt of an Authentication Order,
shall authenticate temporary Notes. Temporary Notes shall be substantially in
the form of Definitive Notes but may have variations that the Company considers
appropriate for temporary Notes and as shall be reasonably acceptable to the
Trustee. Without unreasonable delay, the Company shall prepare and the Trustee
shall authenticate definitive Notes in exchange for temporary Notes.
(b) Holders of temporary Notes shall be entitled to all of the
benefits of this Indenture.
Section 2.12. Cancellation.

The Company at any time may deliver Notes to the Trustee for
cancellation. The Registrar and Paying Agent shall forward to the Trustee any
Notes surrendered to them for registration of transfer, exchange or payment. The
Trustee and no one else shall cancel all Notes
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surrendered for registration of transfer, exchange, payment, replacement or
cancellation and shall dispose of canceled Notes in accordance with its
procedures for the disposition of canceled securities in effect as of the date
of such disposition (subject to the record retention requirement of the Exchange
Act). Certification of the disposition of all canceled Notes shall be delivered
to the Company from time to time upon written request. The Company may not issue
new Notes to replace Notes that it has paid or that have been delivered to the
Trustee for cancellation.
Section 2.13. Defaulted Interest.
If the Company defaults in a payment of interest on the Notes, it
shall pay the defaulted interest in any lawful manner plus, to the extent
lawful, interest payable on the defaulted interest, to the Persons who are
Holders on a subsequent special record date, in each case at the rate provided
in the Notes and in Section 4.01 hereof. The Company shall notify the Trustee in
writing of the amount of defaulted interest proposed to be paid on each Note and
the date of the proposed payment. The Company shall fix or cause to be fixed
each such special record date and payment date, provided that no such special
record date shall be less than 10 days prior to the related payment date for
such defaulted interest. At least 15 days before the special record date, the
Company (or, upon the written request of the Company, the Trustee in the name
and at the expense of the Company) shall mail or cause to be mailed to Holders a
notice that states the special record date, the related payment date and the
amount of such interest to be paid.
Section 2.14. CUSIP Numbers.
The Company in issuing the Notes may use "CUSIP" numbers (if then
generally in use), and, if so, the Trustee shall use "CUSIP" numbers in notices
of redemption as a convenience to Holders; provided that any such notice may
state that no representation is made as to the correctness of such numbers
either as printed on the Notes or as contained in any notice of a redemption and
that reliance may be placed only on the other identification numbers printed on
the Notes, and any such redemption shall not be affected by any defect in or
omission of such numbers. The Company shall promptly notify the Trustee of any
change in the "CUSIP" numbers.
ARTICLE THREE
REDEMPTION AND OFFERS TO
PURCHASE
Section 3.01. Notices to Trustee.
If the Company elects to redeem Notes pursuant to the optional
redemption provisions of Section 3.07 hereof, it shall furnish to the Trustee,
at least 30 days but not more than 60 days before a redemption date, an
Officers' Certificate setting forth (i) the clause of this Indenture pursuant to
which the redemption shall occur, (ii) the redemption date, (iii) the principal
amount of Notes to be redeemed and (iv) the redemption price.
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Section 3.02. Selection of Notes to Be Redeemed.
(a) If less than all of the Notes are to be redeemed at any time, the
Trustee shall select the Notes to be redeemed among the Holders of the Notes in
compliance with the requirements of the principal national securities exchange,
if any, on which the Notes are listed or, if the Notes are not so listed, on a
pro rata basis, by lot or in accordance with any other method the Trustee
considers fair and appropriate. In the event of partial redemption by lot, the
particular Notes to be redeemed shall be selected, unless otherwise provided
herein, not less than 30 nor more than 60 days prior to the redemption date by
the Trustee from the outstanding Notes not previously called for redemption.
(b) The Trustee shall promptly notify the Company in writing of the
Notes selected for redemption and, in the case of any Note selected for partial
redemption, the principal amount at maturity thereof to be redeemed. No Notes in
amounts of $1,000 or less shall be redeemed in part. Notes and portions of Notes
selected shall be in amounts of $1,000 or whole multiples of $1,000; except that
if all of the Notes of a Holder are to be redeemed, the entire outstanding
amount of Notes held by such Holder, even if not a multiple of $1,000, shall be
redeemed. Except as provided in the preceding sentence, provisions of this
Indenture that apply to Notes called for redemption also apply to portions of
Notes called for redemption.

Section 3.03. Notice of Redemption.
(a) At least 30 days but not more than 60 days before a redemption
date, the Company shall mail or cause to be mailed, by first class mail, a
notice of redemption to each Holder whose Notes are to be redeemed at its
registered address.
The notice shall identify the Notes to be redeemed and shall state:
(i) the redemption date;
(ii) the redemption price (including the Applicable Premium, if any);
(iii) if any Note is being redeemed in part, the portion of the
principal amount at maturity of such Note to be redeemed and that, after
the redemption date upon surrender of such Note, a new Note or Notes in
principal amount equal to the unredeemed portion of the original Note shall
be issued in the name of the Holder thereof upon cancellation of the
original Note;
(iv) the name and address of the Paying Agent;
(v) that Notes called for redemption must be surrendered to the Paying
Agent to collect the redemption price and become due on the date fixed for
redemption;
(vi) that, unless the Company defaults in making such redemption
payment, interest, if any, on Notes called for redemption ceases to accrue
on and after the redemption date;
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(vii) the paragraph of the Notes and/or Section of this Indenture
pursuant to which the Notes called for redemption are being redeemed; and
(viii) that no representation is made as to the correctness or
accuracy of the CUSIP number, if any, listed in such notice or printed on
the Notes.
(b) At the Company's request, the Trustee shall give the notice of
redemption in the Company's name and at its expense; provided, however, that the
Company shall have delivered to the Trustee, at least 45 days prior to the
redemption date, an Officers' Certificate requesting that the Trustee give such
notice and setting forth the information to be stated in such notice as provided
in the preceding paragraph. The notice, if mailed in the manner provided herein
shall be presumed to have been given, whether or not the Holder receives such
notice.
Section 3.04. Effect of Notice of Redemption.
Once notice of redemption is mailed in accordance with Section 3.03
hereof, Notes called for redemption become irrevocably due and payable on the
redemption date at the redemption price. A notice of redemption may not be
conditional.
Section 3.05. Deposit of Redemption Price.
(a) One Business Day prior to the redemption date, the Company shall
deposit with the Trustee or with the Paying Agent money sufficient to pay the
redemption price of and accrued interest and Liquidated Damages, if any, on all
Notes to be redeemed on that date. The Trustee or the Paying Agent shall
promptly return to the Company any money deposited with the Trustee or the
Paying Agent by the Company in excess of the amounts necessary to pay the
redemption price of, and accrued interest on, all Notes to be redeemed.
(b) If the Company complies with the provisions of the preceding
paragraph, on and after the redemption date, interest shall cease to accrue on
the Notes or the portions of Notes called for redemption. If a Note is redeemed
on or after an interest record date but on or prior to the related interest
payment date, then any accrued and unpaid interest shall be paid to the Person
in whose name such Note was registered at the close of business on such record
date. If any Note called for redemption shall not be so paid upon surrender for
redemption because of the failure of the Company to comply with the preceding
paragraph, interest shall be paid on the unpaid principal, from the redemption
date until such principal is paid, and to the extent lawful on any interest not
paid on such unpaid principal, in each case at the rate provided in the Notes
and in Section 4.01 hereof.
Section 3.06. Notes Redeemed in Part.
Upon surrender of a Note that is redeemed in part, the Company shall
issue and the Trustee shall authenticate for the Holder at the expense of the
Company a new Note equal in principal amount to the unredeemed portion of the
Note surrendered. No Notes in denominations of $1,000 or less shall be redeemed

in part.
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Section 3.07. Optional Redemption.
(a) Except as set forth in clause (b) and (c) of this Section 3.07,
the Company shall not have the option to redeem the Notes pursuant to this
Section 3.07 prior to September 1, 2007. Thereafter, the Company may redeem all
or a part of the Notes upon not less than 30 nor more than 60 days' notice, at
the redemption prices (expressed as percentages of principal amount) set forth
below plus accrued and unpaid interest and Liquidated Damages, if any, thereon,
to the applicable redemption date, if redeemed during the twelve-month period
beginning on September 1 of the years indicated below (subject to the right of
Holders on the relevant record date to receive interest and Liquidated Damages
due on the related interest payment date):
Year
- ---2007...............................................................
2008...............................................................
2009...............................................................

Percentage
---------108.000%
102.938%
100.000%

(b) At any time prior to September 1, 2006, the Company may redeem up
to 25% of the aggregate principal amount of Notes issued under this Indenture
(including Additional Notes, if any, issued subsequent to the Closing Date) at a
redemption price equal to 111.750% of the principal amount thereof, plus accrued
and unpaid interest and Liquidated Damages, if any, to the redemption date, with
the net cash proceeds of one or more offerings of Capital Stock (other than
Disqualified Stock) of the Company or of a Holding Company (to the extent, in
the case of a Holding Company, that the net cash proceeds thereof are used to
purchase Capital Stock (other than Disqualified Stock), or are contributed to
the common equity capital, of the Company); provided that (A) at least 75% of
the aggregate principal amount of the Notes remain outstanding immediately after
the occurrence of such redemption, excluding Notes held by the Company and its
Subsidiaries; and (B) the redemption must occur within 90 days of the date of
the closing of such offering.
(c) In addition, at any time prior to September 1, 2007, the Company
may redeem all or part of the Notes upon not less than 30 days' nor more than 60
days' notice at a redemption price equal to the sum of (i) the principal amount
thereof, plus (ii) accrued and unpaid interest and Liquidated Damages, if any,
to the applicable date of redemption, plus (iii) the Applicable Premium.
(d) Any redemption pursuant to this Section 3.07 shall be made
pursuant to the provisions of Sections 3.01 through 3.06 hereof.
Section 3.08. Repurchase Offers.
In the event that, pursuant to Section 4.10 or 4.14 hereof, the
Company shall be required to commence an offer to all Holders to purchase their
respective Notes (a "Repurchase
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Offer"), it shall follow the procedures specified in such Sections and, to the
extent not inconsistent therewith, the procedures specified below.
The Repurchase Offer shall remain open for a period of no less than 30
days and no more than 90 days following its commencement, except to the extent
that a longer period is required by applicable law (the "Offer Period"). No
later than three Business Days after the termination of the Offer Period (the
"Purchase Date"), the Company shall purchase the principal amount of Notes
required to be purchased pursuant to Section 4.10 or 4.14 hereof (the "Offer
Amount") or, if less than the Offer Amount has been tendered, all Notes tendered
in response to the Repurchase Offer. Payment for any Notes so purchased shall be
made in the same manner as interest payments are made.
If the Purchase Date is on or after an interest record date and on or
before the related interest payment date, any accrued and unpaid interest and
Liquidated Damages, if any, shall be paid to the Person in whose name a Note is
registered at the close of business on such record date, and no additional
interest or Liquidated Damages shall be payable to Holders who tender Notes
pursuant to the Repurchase Offer.
Upon the commencement of a Repurchase Offer, the Company shall send,
by first class mail, a notice to the Trustee and each of the Holders, with a
copy to the Trustee. The notice shall contain all instructions and materials
necessary to enable such Holders to tender Notes pursuant to the Repurchase
Offer. The Repurchase Offer shall be made to all Holders. The notice, which
shall govern the terms of the Repurchase Offer, shall state:
(i) that the Repurchase Offer is being made pursuant to this Section

3.08 and Section 4.10 or Section 4.14 hereof, and the length of time the
Repurchase Offer shall remain open;
(ii) the Offer Amount, the purchase price and the Purchase Date;
(iii) that any Note not tendered or accepted for payment shall
continue to accrue interest and Liquidated Damages, if any;
(iv) that, unless the Company defaults in making such payment, any
Note (or portion thereof) accepted for payment pursuant to the Repurchase
Offer shall cease to accrue interest and Liquidated Damages, if any, after
the Purchase Date;
(v) that Holders electing to have a Note purchased pursuant to a
Repurchase Offer may elect to have Notes purchased in integral multiples of
$1,000 only;
(vi) that Holders electing to have a Note purchased pursuant to any
Repurchase Offer shall be required to surrender the Note, with the form
entitled "Option of Holder to Elect Purchase" on the reverse of the Note
completed, or transfer by book-entry transfer, to the Company, a
depositary, if appointed by the Company, or a Paying Agent at the address
specified in the notice at least three days before the Purchase Date;
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(vii) that Holders shall be entitled to withdraw their election if the
Company, the Depositary or the Paying Agent, as the case may be, receives,
not later than the expiration of the Offer Period, a telegram, telex,
facsimile transmission or letter setting forth the name of the Holder, the
principal amount of the Note the Holder delivered for purchase and a
statement that such Holder is withdrawing his election to have such Note
purchased;
(viii) that, if the aggregate amount of Notes surrendered by Holders
exceeds the Offer Amount, the Trustee shall, subject in the case of a
Repurchase Offer made pursuant to Section 4.10 to the provisions of Section
4.10, select the Notes to be purchased on a pro rata basis (with such
adjustments as may be deemed appropriate by the Trustee so that only Notes
in denominations of $1,000, or integral multiples thereof, shall be
purchased); and
(ix) that Holders whose Notes were purchased only in part shall be
issued new Notes equal in principal amount to the unpurchased portion of
the Notes surrendered (or transferred by book-entry transfer).
On the Purchase Date, the Company shall, to the extent lawful, subject
in the case of a Repurchase Offer made pursuant to Section 4.10 to the
provisions of Section 4.10, accept for payment on a pro rata basis to the extent
necessary, the Offer Amount of Notes (or portions thereof) tendered pursuant to
the Repurchase Offer, or if less than the Offer Amount has been tendered, all
Notes tendered, and shall deliver to the Trustee an Officers' Certificate
stating that such Notes (or portions thereof) were accepted for payment by the
Company in accordance with the terms of this Section 3.08. The Company, the
Depositary or the Paying Agent, as the case may be, shall promptly (but in any
case not later than three days after the Purchase Date) mail or deliver to each
tendering Holder an amount equal to the purchase price of Notes tendered by such
Holder, as the case may be, and accepted by the Company for purchase, and the
Company, shall promptly issue a new Note. The Trustee, upon written request from
the Company shall authenticate and mail or deliver such new Note to such Holder,
in a principal amount at maturity equal to any unpurchased portion of the Note
surrendered. Any Note not so accepted shall be promptly mailed or delivered by
the Company to the respective Holder thereof. The Company shall publicly
announce the results of the Repurchase Offer on the Purchase Date.
The Company shall comply, to the extent applicable, with the
requirements of Section 14(e) of the Exchange Act, and any other securities laws
and regulations to the extent such laws or regulations are applicable in
connection with the repurchase of the Notes pursuant to a Repurchase Offer. To
the extent that the provisions of any securities laws or regulations conflict
with the provisions of this Section 3.08, Section 4.10 or Section 4.14, the
Company shall comply with the applicable securities laws and regulations and
will not be deemed to have breached its obligations under Section 3.08, 4.10 or
4.14 by virtue of such compliance.
Section 3.09. Application of Trust Money.
All money deposited with the Trustee pursuant to Section 11.02 shall
be held in trust and applied by it, in accordance with the provisions of the
Notes and this Indenture, to the payment, either directly or through any Paying
Agent (including the Company acting as its own
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Paying Agent) as the Trustee may determine, to the Persons entitled thereto, of
the principal (and premium, if any) and interest for whose payment such money
has been deposited with the Trustee; but such money need not be segregated from
other funds except to the extent required by law.
ARTICLE FOUR
COVENANTS
Section 4.01. Payment of Notes.
(a) The Company shall pay or cause to be paid the principal of,
premium, if any, and interest on the Notes on the dates and in the manner
provided in the Notes. Principal, premium, if any, and interest shall be
considered paid on the date due if the Paying Agent, if other than the Company
or one of its Subsidiaries, holds as of 11:00 a.m. Eastern Time on the due date
money deposited by the Company in immediately available funds and designated for
and sufficient to pay all principal, premium, if any, and interest then due. The
Company shall pay all Liquidated Damages, if any, in the same manner on the
dates and in the amounts set forth in the Registration Rights Agreement.
(b) The Company shall pay interest (including post-petition interest
in any proceeding under any Bankruptcy Law) on overdue principal at the rate
equal to 1% per annum in excess of the then applicable interest rate on the
Notes to the extent lawful; it shall pay interest (including post-petition
interest in any proceeding under any Bankruptcy Law) on overdue installments of
interest, and Liquidated Damages (without regard to any applicable grace period)
at the same rate to the extent lawful.
Section 4.02. Maintenance of Office or Agency.
(a) The Company shall maintain in the Borough of Manhattan, The City
of New York, an office or agency (which may be an office of the Trustee or an
agent of the Trustee, Registrar or co-registrar) where Notes may be surrendered
for registration of transfer or for exchange and where notices and demands to or
upon the Company in respect of the Notes and this Indenture may be served. The
Company shall give prompt written notice to the Trustee of the location, and any
change in the location, of such office or agency. If at any time the Company
shall fail to maintain any such required office or agency or shall fail to
furnish the Trustee with the address thereof, such presentations, surrenders,
notices and demands may be made or served at the Corporate Trust Office of the
Trustee.
(b) The Company may also from time to time designate one or more other
offices or agencies where the Notes may be presented or surrendered for any or
all such purposes and may from time to time rescind such designations; provided,
however, that no such designation or rescission shall in any manner relieve the
Company of its obligation to maintain an office or agency in the Borough of
Manhattan, The City of New York for such purposes. The Company shall give prompt
written notice to the Trustee of any such designation or rescission and of any
change in the location of any such other office or agency.
(c) The Company hereby designates the Corporate Trust Office of the
Trustee as one such office or agency of the Company in accordance with Section
2.04 of this Indenture.
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Section 4.03. Commission Reports.
(a) Whether or not required by the Commission, so long as any Notes
are outstanding, the Company will furnish to the Holders of Notes, within the
time periods specified in the Commission's rules and regulations:
(i) all quarterly and annual financial information that would be
required to be contained in a filing with the Commission on Forms 10-Q and
10-K if the Company were required to file such Forms, including a
"Management's Discussion and Analysis of Financial Condition and Results of
Operations" and, with respect to the annual information only, a report on
the annual financial statements by the Company's certified independent
accountants; and
(ii) all current reports that would be required to be filed with the
Commission on Form 8-K if the Company were required to file such reports.
(b) In addition, whether or not required by the Commission, the
Company will file a copy of all of the information and reports referred to in
clauses (a)(i) and (ii) above with the Commission for public availability within
the time periods specified in the Commission's rules and regulations (unless the
Commission will not accept such a filing). In addition, the Company and the
Guarantors have agreed that, for so long as any Notes remain outstanding, they
will furnish to the Holders, upon their request, the information required to be
delivered pursuant to Rule 144A(d)(4) under the Securities Act.

(c) If the Company has designated any of its Subsidiaries as
Unrestricted Subsidiaries, then the quarterly and annual financial information
required by this Section 4.03(a) shall include a reasonably detailed
presentation, either on the face of the financial statements or in the footnotes
thereto, and in "Management's Discussion and Analysis of Financial Condition and
Results of Operations," of the financial condition and results of operations of
the Company and its Restricted Subsidiaries separate from the financial
condition and results of operations of the Unrestricted Subsidiaries of the
Company.
Section 4.04. Compliance Certificate.
(a) The Company and each Guarantor (to the extent that such Guarantor
is so required under the TIA) shall deliver to the Trustee, within 90 days after
the end of each fiscal year, an Officers' Certificate stating that a review of
the activities of the Company and its Subsidiaries during the preceding fiscal
year has been made under the supervision of the signing Officers with a view to
determining whether the Company has kept, observed, performed and fulfilled its
obligations under this Indenture, and further stating, as to each such Officer
signing such certificate, that to the best of his or her knowledge, the Company
has kept, observed, performed and fulfilled its obligations under this Indenture
and is not in default in the performance or observance of any of the terms,
provisions and conditions of this Indenture (or, if a Default or Event of
Default shall have occurred, describing all such Defaults or Events of Default
of which he or she may have knowledge and what action the Company is taking or
proposes to take with respect thereto) and that to the best of his or her
knowledge no event has occurred and remains in existence by reason of which
payments on account of the principal of or
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interest, if any, on the Notes is prohibited or if such event has occurred, a
description of the event and what action the Company is taking or proposes to
take with respect thereto.
(b) So long as not contrary to the then current recommendations of the
American Institute of Certified Public Accountants, the year-end financial
statements delivered pursuant to Section 4.03(a) above shall be accompanied by a
written statement of the Company's independent public accountants (which shall
be a firm of established national reputation) that in making the examination
necessary for certification of such financial statements, nothing has come to
their attention that would lead them to believe that the Company has violated
any provisions of Article Four or Article Five hereof or, if any such violation
has occurred, specifying the nature and period of existence thereof, it being
understood that such accountants shall not be liable directly or indirectly to
any Person for any failure to obtain knowledge of any such violation. If such a
certification is contrary to the then current recommendations of the American
Institute of Certificate Public Accountants with respect to any year-end
financial statements being delivered to the Trustee pursuant to Section 4.03(a),
the Company shall deliver an Officer's Certificate to such effect to the Trustee
at the time such year-end financial statements are so delivered to the Trustee.
(c) The Company shall, so long as any of the Notes are outstanding,
deliver to the Trustee, forthwith upon any Officer becoming aware of any Default
or Event of Default, an Officer's Certificate specifying such Default or Event
of Default and what action the Company is taking or proposes to take with
respect thereto.
Section 4.05. Taxes.
The Company shall pay, and shall cause each of its Subsidiaries to
pay, prior to delinquency, any taxes, assessments, and governmental levies
except such as are contested in good faith and by appropriate proceedings or
where the failure to effect such payment is not adverse in any material respect
to the Holders of the Notes.
Section 4.06. Stay, Extension and Usury Laws.
The Company and each of the Guarantors covenant (to the extent that it
may lawfully do so) that it shall not at any time insist upon, plead, or in any
manner whatsoever claim or take the benefit or advantage of, any stay, extension
or usury law wherever enacted, now or at any time hereafter in force, that may
affect the covenants or the performance of this Indenture; and the Company and
each of the Guarantors (to the extent that it may lawfully do so) hereby
expressly waive all benefit or advantage of any such law, and covenant that they
shall not, by resort to any such law, hinder, delay or impede the execution of
any power herein granted to the Trustee, but shall suffer and permit the
execution of every such power as though no such law has been enacted.
Section 4.07. Limitation on Restricted Payments.
(a) The Company shall not make, and shall not permit any Restricted
Subsidiary to make, directly or indirectly any Restricted Payment unless, at the
time of, and after giving effect to, such proposed Restricted Payment:
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(i) no Default or Event of Default shall have occurred and be
continuing or would occur as a consequence thereof;
(ii) the Company would, at the time of such Restricted Payment and
after giving pro forma effect thereto as if such Restricted Payment had
been made at the beginning of the applicable Latest Full Fiscal Quarter,
have been permitted to Incur at least $1.00 of additional Indebtedness
pursuant to the Leverage Ratio test set forth in Section 4.09(a); and
(iii) such Restricted Payment, together with the aggregate amount of
all other Restricted Payments made by the Company and its Restricted
Subsidiaries after the Closing Date (excluding Restricted Payments
permitted by clauses (ii), (iii), (v), (vii), (viii) and (ix) of Section
4.07(b) below), is less than the sum, without duplication, of:
(A) 50% of the Consolidated Net Income of the Company for the
period (taken as one accounting period) beginning October 1, 2003 to
the end of the Company's most recently ended fiscal quarter for which
internal financial statements are available at the time of such
Restricted Payment (or, if such Consolidated Net Income for such
period is a deficit, less 100% of such deficit), plus
(B) 100% of the aggregate net proceeds, including the fair market
value of property other than cash as determined by the Board of
Directors in good faith, received by the Company since the Closing
Date (i) from the issue or sale of Equity Interests of the Company
(other than Disqualified Stock) (including, without limitation, in a
merger, consolidation, acquisition of property or any other form of
transaction involving the issue or sale of Capital Stock (other than
Disqualified Stock)), (ii) from the issue or sale of Disqualified
Stock or debt securities of the Company that have been converted into
such Equity Interests (other than Equity Interests (or Disqualified
Stock or convertible debt securities) sold to a Restricted Subsidiary
of the Company), and (iii) from other capital contributions to the
Company (including, without limitation, through the merger or
consolidation of a Person with and into the Company not involving the
issuance or delivery of securities or any other consideration by the
Company or any Restricted Subsidiary); plus
(C) the amount equal to the net reduction in Investments (other
than Permitted Investments) made by the Company or any of its
Restricted Subsidiaries in any Person after the Closing Date resulting
from, and without duplication (i) repurchases or redemptions of such
Investments by such Person, proceeds realized upon the sale of such
Investment to an unaffiliated purchaser and repayments of loans or
advances or other transfers of assets by such Person to the Company or
any Restricted Subsidiary of the Company, or (ii) the redesignation of
Unrestricted Subsidiaries as Restricted Subsidiaries (valued in each
case as provided in the definition of "Investment"), not to exceed the
amount of Investments previously made by the Company or any of its
Restricted Subsidiaries, which amount was included in the calculation
of Restricted
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Payments; provided, however, that no amount shall be included under
this clause (C) to the extent it is already included in Consolidated
Net Income.
(b) Section 4.07(a) shall not prohibit:
(i) the payment of any dividend or the making of any distribution
within 60 days after the date of declaration thereof, if at the date of
declaration the payment or distribution complied with the provisions of
this Indenture;
(ii) the redemption, repurchase, retirement, defeasance or other
acquisition of any subordinated Indebtedness or Capital Stock of the
Company or any warrants, options or other rights to acquire shares of any
such Capital Stock either (a) solely in exchange for Equity Interests of
the Company other than Disqualified Stock, (b) through the application of
the net proceeds of a substantially concurrent sale for cash (other than to
a Restricted Subsidiary of the Company) of Equity Interests of the Company
other than Disqualified Stock or (c) in the case of Disqualified Stock,
solely in exchange for, or through the application of the net proceeds of a
substantially concurrent sale for cash (other than to a Restricted
Subsidiary of the Company) of, Permitted Refinancing Disqualified Stock;
provided, in each case, that the amount of any such net cash proceeds that
are utilized for any such redemption, repurchase, retirement, defeasance or
other acquisition shall be excluded from Section 4.07(a)(iii)(B);

(iii) the defeasance, redemption, repurchase or other acquisition of
subordinated Indebtedness in exchange for, or with the net cash proceeds
from, an Incurrence of Permitted Refinancing Indebtedness;
(iv) the repurchase, redemption or other acquisition or retirement for
value of any Equity Interests of the Company or a Holding Company held by
any member of the Company's, Holding Company's, or any of the Company's
Subsidiaries' management or board of directors or family partnerships,
trusts or other entities or investment vehicles created for the benefit of
any of the foregoing; provided that the aggregate price paid for all such
repurchased, redeemed, acquired or retired Equity Interests shall not
exceed $2.5 million in any twelve-month period;
(v) payments by the Company to fund the payment by a Holding Company
of audit, accounting, legal or other similar expenses, to pay franchise or
other similar taxes and to pay other corporate overhead expenses, including
directors' fees, indemnifications and similar arrangements, so long as such
dividends are paid as and when needed by a Holding Company so long as the
aggregate amount of payments pursuant to this clause (v) does not exceed
$500,000 in any calendar year;
(vi) payments to enable the Company or a Holding Company to make cash
payments to holders of its Capital Stock in lieu of issuance of fractional
shares of its Capital Stock so long as the aggregate amount of payments
pursuant to this clause (vi) does not exceed $100,000 in any calendar year;
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(vii) repurchases of Capital Stock deemed to occur upon the exercise
of stock options or warrants if such Capital Stock represents all or a
portion of the exercise price thereof;
(viii) repayment of subordinated Indebtedness (including any early
redemption premium) of the Company on the Closing Date;
(ix) repurchase, redemption or other acquisition or retirement of
Preferred Stock outstanding on the date of this Indenture in an amount not
to exceed $15.0 million; and
(x) Restricted Payments in the amount of $10.0 million,
provided, however, that in each case, no Event of Default shall have occurred or
be continuing at the time of such payment or as a result thereof. In determining
the aggregate amount of Restricted Payments made subsequent to the Closing Date,
amounts expended pursuant to clauses (i), (iv), (vi) and (x) under this Section
4.07(b) shall be included in such calculations.
Notwithstanding anything to the contrary in this Section 4.07, the
Company shall not effect any repurchase, redemption, defeasance, other
acquisition or retirement of the Subordinated Notes other than in exchange for
or with the net cash proceeds from an incurrence of Permitted Refinancing
Indebtedness.
(c) The amount of all Restricted Payments (other than cash) shall be
the fair market value on the date of the Restricted Payment of the asset(s) or
securities proposed to be transferred or issued by the Company or such
Restricted Subsidiary, as the case may be, pursuant to the Restricted Payment.
The fair market value of any non-cash Restricted Payment shall be determined in
good faith by the Board of Directors whose resolution with respect thereto shall
be delivered to the Trustee. The Board of Directors' determination shall be
based upon an opinion or appraisal issued by an accounting, appraisal or
investment banking firm of national standing, if the fair market value exceeds
$7.5 million. Not later than the date of making any Restricted Payment, the
Company shall deliver to the Trustee an Officers' Certificate stating that such
Restricted Payment is permitted and setting forth the basis upon which the
calculations required by this Section 4.07 were computed, together with a copy
of any fairness opinion or appraisal required by this Indenture.
(d) The Board of Directors may designate any Restricted Subsidiary to
be an Unrestricted Subsidiary in accordance with the terms of this Indenture if
such designation would not cause a Default. For purposes of making such
determination, all outstanding Investments by the Company and its Restricted
Subsidiaries (except to the extent repaid in cash) in the Subsidiary so
designated will be deemed to be Restricted Payments at the time of such
designation and will reduce the amount available for Restricted Payments under
Section 4.07. All such outstanding Investments will be deemed to constitute
Investments in an amount equal to the fair market value of such Investments at
the time of such designation as determined in good faith by the Board of
Directors. Such designation will only be permitted if such Restricted Payment
would be permitted at such time and if such Restricted Subsidiary otherwise
meets the definition of an Unrestricted Subsidiary.
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(e) Any such designation by the Board of Directors shall be evidenced
to the Trustee by filing with the Trustee a certified copy of the resolution of
the Board of Directors giving effect to such designation and an Officers'
Certificate certifying that such designation complied with the foregoing
conditions. If, at any time, any Unrestricted Subsidiary would fail to meet the
definition of an Unrestricted Subsidiary, it shall thereafter cease to be an
Unrestricted Subsidiary for purposes of this Indenture and any Indebtedness of
such Subsidiary shall be deemed to be incurred by a Restricted Subsidiary of the
Company as of such date (and, if such Indebtedness is not permitted to be
incurred as of such date under Section 4.09, the Company shall be in default
thereof).
(f) The Board of Directors of the Company may at any time designate
any Unrestricted Subsidiary to be a Restricted Subsidiary, provided that:
(i) such designation shall be deemed to be an incurrence of
Indebtedness by a Restricted Subsidiary of the Company of any outstanding
Indebtedness of such Unrestricted Subsidiary and such designation shall
only be permitted if such Indebtedness is permitted under Section 4.09,
calculated on a pro forma basis as if such designation had occurred at the
beginning of the relevant Latest Full Fiscal Quarter and, to the extent
such Indebtedness is secured by a Lien, such Lien is permitted under
Section 4.12;
(ii) all outstanding Investments owned by such Unrestricted Subsidiary
shall be deemed to be made as of the time of such designation and such
designation shall only be permitted if such Investments would be permitted
under Section 4.07; and
(iii) no Default or Event of Default would be in existence immediately
following such designation.
Section 4.08. Limitation on Restrictions on Distributions from Restricted
Subsidiaries.
(a) The Company shall not, and shall not permit any Restricted
Subsidiary to, directly or indirectly, create or otherwise cause or suffer to
exist or become effective any encumbrance or restriction on the right of any
Restricted Subsidiary to:
(i) pay dividends or make any other distributions on its Capital Stock
to the Company or any of its Restricted Subsidiaries or pay any
indebtedness owed to the Company or its Restricted Subsidiaries;
(ii) make loans or advances to the Company or any of its Restricted
Subsidiaries; or
(iii) transfer any of its properties or assets to the Company or any
of its Restricted Subsidiaries.
(b) The preceding restrictions set forth in Section 4.08(a) above
shall not apply to encumbrances or restrictions existing under or by reason of:
(i) Existing Indebtedness as in effect on the date of this Indenture;
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(ii) agreements existing on the date of this Indenture, and any
amendments, modifications, restatements, renewals, extensions, supplements,
refundings, replacements or refinancings thereof, provided that such
amendments, modifications, restatements, renewals, extensions, supplements,
refundings, replacements or refinancings are no more restrictive, taken as
a whole, with respect to dividend and other payment restrictions than those
contained in agreements as in effect on the date of this Indenture, as
determined in good faith by the Board of Directors;
(iii) this Indenture and the Notes;
(iv) applicable law;
(v) any instrument governing Indebtedness or Capital Stock of a Person
acquired by the Company or any of its Restricted Subsidiaries as in effect
at the time of such acquisition (except to the extent such Indebtedness or
Capital Stock was incurred in connection with or in contemplation of such
acquisition), which encumbrance or restriction is not applicable to any
Person, or the properties or assets of any Person, other than the Person,
or the property or assets of the Person, so acquired, provided that, in the
case of Indebtedness, such Indebtedness was permitted by the terms of this
Indenture to be incurred;
(vi) customary non-assignment provisions in leases, licenses and other
agreements entered into in the ordinary course of business;

(vii) purchase money obligations for property acquired in the ordinary
course of business that impose restrictions of the nature described in this
Section 4.08(a)(iii) on the property so acquired;
(viii) any agreement for the sale of a Restricted Subsidiary (whether
by stock sale, asset sale, merger, consolidation or otherwise) that
restricts distributions by such Restricted Subsidiary pending its sale;
(ix) Permitted Refinancing Indebtedness, provided that the
restrictions contained in the agreements governing such Permitted
Refinancing Indebtedness are no more restrictive, taken as a whole (as
determined in good faith by the Board of Directors), than those contained
in the agreements governing the Indebtedness being refinanced;
(x) secured Indebtedness otherwise permitted to be incurred pursuant
to the provisions under Section 4.12 that limits the right of the debtor to
dispose of the assets securing such Indebtedness;
(xi) customary provisions with respect to the disposition or
distribution of assets or property in joint venture agreements and other
similar agreements entered into in the ordinary course of business;
(xii) restrictions on cash or other deposits or net worth imposed by
customers under contracts entered into in the ordinary course of business;
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(xiii) restrictions relating to Preferred Stock of any Guarantor that
require that due and payable dividends thereon be paid in full prior to
dividends on such Guarantor's common stock; or
(xiv) restrictions on the assets of any Guarantor imposed by any
agreement or charter provision evidencing Indebtedness or Capital Stock of
such Guarantor that is otherwise permitted under this Indenture; provided,
however, that the provisions relating to such encumbrance or restriction
contained in such agreement or charter provision are not less favorable to
the Company in any material respect as determined in good faith by the
Board of Directors of the Company than the provisions relating to such
encumbrance or restriction contained in this Indenture.
Section 4.09. Limitation on Debt and Issuance of Disqualified Stock.
(a) The Company shall not, and shall not permit any Restricted
Subsidiary to, directly or indirectly, create, incur, issue, assume, guarantee
or otherwise become directly or indirectly liable, contingently or otherwise,
with respect to (collectively, "Incur") any Indebtedness (including Acquired
Debt), and the Company will not, and will not permit any of its Restricted
Subsidiaries to, issue any Disqualified Stock (other than to the Company or a
Wholly Owned Restricted Subsidiary); provided, however, that the Company and any
Guarantor may incur Indebtedness (including Acquired Debt) and issue shares of
Disqualified Stock if the Company's Leverage Ratio at the time of the incurrence
of such Indebtedness or issuance of such Disqualified Stock, after giving pro
forma effect thereto (including a pro forma application of the use of proceeds
therefrom), is less than 4.5 to 1.0.
(b) Section 4.09(a) shall not prohibit the incurrence of any of the
following items of Indebtedness or issuance of Disqualified Stock (collectively,
"Permitted Debt"):
(i) the incurrence by the Company and the Guarantors of Indebtedness
pursuant to the Credit Agreement (including letter of credit obligations)
in an aggregate principal amount outstanding under this clause (i) at any
one time not to exceed $320.0 million, less the aggregate amount of all Net
Proceeds of Asset Sales applied by the Company or any Restricted Subsidiary
to repay any Indebtedness under the Credit Agreement (and, in the case of
any revolving credit Indebtedness under the Credit Agreement, to effect a
corresponding commitment reduction thereunder) pursuant to Section 4.10;
(ii) the incurrence by the Company of Existing Indebtedness;
(iii) the incurrence by the Company of Indebtedness represented by the
Notes issued on the date of this Indenture and any guarantees of such Notes
by the Guarantors;
(iv) the incurrence by the Company or any of its Restricted
Subsidiaries of Permitted Refinancing Indebtedness in exchange for, or the
net proceeds of which are used to refund, refinance or replace Indebtedness
(other than intercompany Indebtedness) that was permitted by this Indenture
to be Incurred under Section 4.09(a) or clauses (ii), (iii), (iv) and
(viii) of this Section 4.09(b), or the issuance by the Company or any of
its Restricted Subsidiaries of Permitted Refinancing Disqualified Stock in
exchange for, or
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the net proceeds of which are used to refund, refinance or replace
Disqualified Stock (other than intercompany Disqualified Stock) that was
permitted by this Indenture to be issued;
(v) the incurrence by the Company or any of its Restricted
Subsidiaries of intercompany Indebtedness between or among the Company and
any of its Restricted Subsidiaries; provided, however, that:
(A) if the Company or any Guarantor is the obligor, such
Indebtedness must be unsecured, evidenced by a promissory note and
expressly subordinated to the prior payment in full in cash of all
obligations under the Notes, and
(B) (i) any subsequent issuance or transfer of Equity Interests
that results in any such Indebtedness being held by a Person other
than the Company or a Restricted Subsidiary of the Company, and (ii)
any sale or other transfer of any such Indebtedness to a Person that
is not either the Company or a Restricted Subsidiary of the Company
shall be deemed, in each case, to constitute an incurrence of such
Indebtedness by the Company or such Restricted Subsidiary, as the case
may be, that was not permitted by this Section 4.09(b)(v);
(vi) the incurrence by the Company or any of its Restricted
Subsidiaries of Hedging Obligations, provided that such obligations are
entered into for bona fide hedging purposes and not for speculative
purposes;
(vii) the incurrence by the Company and its Restricted Subsidiaries of
additional Indebtedness in an aggregate amount not to exceed $25.0 million
at any one time outstanding (which amount may, but need not, be incurred
under the Credit Agreement);
(viii) the incurrence by the Company or its Restricted Subsidiaries of
Indebtedness represented by Capital Lease Obligations, mortgage financings
or purchase money obligations, in each case incurred for the purpose of
financing all or any part of the purchase price or cost of construction or
improvement of property, plant or equipment used in the business of the
Company or such Restricted Subsidiary at the time of such incurrence
(whether through a direct purchase of assets or the Capital Stock of any
Person owning solely those assets) in an aggregate principal amount not to
exceed $10.0 million at any time outstanding; and
(ix) the guarantee by the Company or any Guarantor of Indebtedness of
the Company or a Restricted Subsidiary of the Company that was permitted to
be incurred by another provision of this Section 4.09.
For purposes of determining compliance with this Section 4.09, in the
event that an item of Indebtedness meets the criteria of more than one of the
categories of Permitted Debt described in Sections 4.09(b)(i) through (ix) above
or is entitled to be Incurred pursuant to Section 4.09(a), the Company may, in
its sole discretion:
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(A) at the time the proposed Indebtedness is incurred, classify
all or a portion of that item of indebtedness on the date of its
incurrence under either Section 4.09(a) or under any category of
Permitted Debt described in clauses (i) through (ix) of this Section
4.09(b); and
(B) reclassify at any later date all or a portion of that or any
other item of Indebtedness as being or having been incurred in any
manner that complies with this Section 4.09;
provided, that, in each case, Indebtedness under the Credit Agreement
outstanding on the date the Notes are first issued under this Indenture is
deemed to be incurred pursuant to Section 4.09(b)(i).
(c) Accrual of interest, accretion or amortization of original issue
discount and the payment of interest on any Indebtedness in the form of
additional Indebtedness with the same terms shall not be deemed to be an
incurrence of Indebtedness for purposes of this Section 4.09.
Section 4.10. Limitation on Asset Sales.
(a) The Company shall not, and shall not permit any Restricted
Subsidiary to, directly or indirectly, consummate any Asset Sale unless:
(i) the Company or such Restricted Subsidiary receives consideration
at the time of the Asset Sale at least equal to the fair market value of
the assets or Equity Interests issued or sold or otherwise disposed of;

(ii) the fair market value is determined in good faith by the
management of the Company or, if such Asset Sale involves consideration in
excess of $5 million, by the Board of Directors as evidenced by a board
resolution; and
(iii) at least 75% of the consideration paid to the Company or such
Restricted Subsidiary in connection with such Asset Sale is in the form of
Qualified Consideration.
(b) Within 365 days after the receipt of any Net Proceeds from an
Asset Sale, the Company or such Restricted Subsidiary may apply such Net
Proceeds, at its option:
(i) to repay Senior Debt of the Company or any Guarantor, or any
Indebtedness of any Restricted Subsidiary that is not a Guarantor (and, in
the case of revolving credit Indebtedness, to reduce commitments with
respect thereto); or
(ii) to the acquisition of a majority of the assets of a Permitted
Business, or a majority of the Voting Stock of a Person engaged in a
Permitted Business (provided that such Person will become on the date of
acquisition thereof a Restricted Subsidiary), the making of a capital
expenditure or the acquisition of other long-term assets (including,
without limitation, security monitoring accounts or agreements) that are
used or useful in a Permitted Business.
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(c) Pending application of Net Proceeds pursuant to this Section 4.10,
the Company may temporarily reduce revolving credit borrowings or otherwise
invest such Net Proceeds in any manner that is not prohibited by this Indenture.
(d) Any Net Proceeds from Asset Sales that are not applied or invested
as provided in the preceding paragraph will be deemed to constitute "Excess
Proceeds." When the aggregate amount of Excess Proceeds exceeds $10.0 million,
the Company will be required to make an offer to all holders of Notes and other
Indebtedness ranking on a parity with the Notes containing provisions similar to
those set forth in this Indenture with respect to offers to purchase with the
proceeds of sales of assets (an "Asset Sale Offer") to purchase the maximum
principal amount of Notes and other Indebtedness ranking on a parity with the
Notes, pro rata, that may be purchased out of the Excess Proceeds at an offer
price in cash in an amount equal to 100% of the principal amount thereof (or the
accreted value of such Indebtedness, if such other Indebtedness is issued at a
discount), plus accrued and unpaid interest, if any, thereon to the date of
purchase, in accordance with the procedures set forth in this Indenture. To the
extent that any Excess Proceeds remain after consummation of an Asset Sale
Offer, the Company may use such Excess Proceeds for any purpose not otherwise
prohibited by this Indenture. If the aggregate principal amount of Notes and
other Indebtedness ranking on a parity with the Notes tendered into such Asset
Sale Offer exceeds the amount of Excess Proceeds, the Trustee shall select the
Notes and other Indebtedness ranking on a parity with the Notes to be purchased
on a pro rata basis. Upon completion of such offer to purchase, the amount of
Excess Proceeds shall be reset at zero.
Section 4.11. Limitation on Transactions with Affiliates.
(a) The Company shall not, and shall not permit any of its Restricted
Subsidiaries to, directly or indirectly, make any payment to, or sell, lease,
transfer or otherwise dispose of any of its properties or assets to, or purchase
any property or assets from, or enter into, make, amend, renew or extend any
transaction, contract, agreement, understanding, loan, advance or guarantee
with, or for the benefit of, any Affiliate (each of the foregoing, an "Affiliate
Transaction"), unless:
(i) such Affiliate Transaction is on terms that are no less favorable
to the Company or such Restricted Subsidiary than those that might
reasonably have been obtained in a comparable arm's-length transaction by
the Company or such Restricted Subsidiary with an unrelated Person;
(ii) if such Affiliate Transaction or series of related Affiliate
Transactions involves aggregate consideration in excess of $5.0 million,
either (x) the Board of Directors (including a majority of the
disinterested members of the Board of Directors) approves such Affiliate
Transaction and, in its good faith judgment, believes that such Affiliate
Transaction complies with clause (i) of this paragraph as evidenced by a
resolution of the Board of Directors promptly delivered to the Trustee or
(y) if there are no disinterested members of the Board of Directors, the
Company complies with the fairness opinion requirement of this Section
4.11(a)(iii) with respect to such Affiliate Transaction; and
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(iii) if such Affiliate Transaction or series of related Affiliate
Transactions involves aggregate consideration in excess of $10.0 million,
the Company delivers to the Trustee an opinion as to the fairness to the
Company or such Restricted Subsidiary of such Affiliate Transaction from a
financial point of view issued by an accounting, appraisal or investment
banking firm of national standing.
(b) The following items shall not be deemed to be Affiliate
Transactions and, therefore, will not be subject to the provisions of this
Section 4.11(a):
(i) any employment agreement, employee benefit plan or stock option
plan entered into by the Company or any of its Restricted Subsidiaries or
the issuance of securities or other payments, awards or grants in cash,
securities or otherwise pursuant thereto in the ordinary course of business
that has been approved by a majority of the disinterested members of the
Board of Directors;
(ii) transactions between or among the Company and its Restricted
Subsidiaries;
(iii) Restricted Payments that are permitted by the provisions of
Section 4.07 hereof;
(iv) reasonable and customary directors' fees, indemnification and
similar arrangements and payments thereunder by the Company or any of its
Restricted Subsidiaries;
(v) loans or advances to employees of the Company or any of its
Restricted Subsidiaries in the ordinary course of business, provided that
the aggregate amount of all such loans and advances at any time outstanding
shall not exceed $2.0 million;
(vi) any agreement as in effect as of the date of this Indenture or
any amendment thereto (so long as any such amendment, taken as a whole, is
not disadvantageous to the Holders of the Notes in any material respect) or
any transaction contemplated thereby;
(vii) the issuance of Capital Stock or other Equity Interests of the
Company (other than Disqualified Stock) or the making of other capital
contributions to the Company; and
(viii) payment of $2.0 million to James R. Hull and the payment of
$2.7 million to ABRY Partners LLC.
Section 4.12. Limitation on Liens.
The Company shall not, and shall not permit any Restricted Subsidiary
to, directly or indirectly, create, incur, assume or suffer to exist any Lien
securing Indebtedness on any asset now owned or hereafter acquired, or any
income or profits therefrom or assign or convey any right to receive income
therefrom, except Permitted Liens, unless contemporaneously therewith effective
provision is made, in the case of the Company, to secure the Notes and all other
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amounts due under this Indenture, and in the case of a Restricted Subsidiary
which is a Guarantor, to secure such Restricted Subsidiary's Note Guarantee and
all other amounts due under this Indenture, equally and ratably with such
Indebtedness (or, in the event that such Indebtedness is subordinated in right
of payment to the Notes or such Subsidiary's Note Guarantee, prior to such
Indebtedness) with a Lien on the same properties and assets securing such
Indebtedness for so long as such Indebtedness is secured by such Lien.
Section 4.13. Business Activities.
The Company shall not, and shall not permit any Restricted Subsidiary
to, engage in any business other than Permitted Businesses, except to such
extent as would not be material to the Company and its Restricted Subsidiaries
taken as a whole.
Section 4.14. Repurchase at the Option of Holders Upon a Change of Control.
(a) If a Change of Control occurs, each Holder of Notes shall have the
right to require the Company to repurchase all or any part (equal to $1,000 or
an integral multiple thereof) of that Holder's Notes pursuant to an offer by the
Company (a "Change of Control Offer") at an offer price (a "Change of Control
Payment") in cash equal to 101% of the aggregate principal amount of Notes
repurchased plus accrued and unpaid interest, if any, to the date of purchase.
Within 30 days following any Change of Control, the Company shall mail a notice
to each Holder describing the transaction or transactions that constitute the
Change of Control and offering to repurchase Notes on a date (the "Change of
Control Payment Date") specified in such notice, which date shall be no earlier

than 30 days and no later than 90 days from the date such notice is mailed,
pursuant to the procedures described in Section 3.08.
(b) By 11:00 a.m. Eastern Time on the Change of Control Payment Date,
the Company shall, to the extent lawful:
(i) accept for payment all Notes or portions thereof properly tendered
pursuant to the Change of Control Offer;
(ii) deposit with the Paying Agent an amount equal to the Change of
Control Payment in respect of all Notes or portions thereof properly
tendered; and
(iii) deliver or cause to be delivered to the Trustee the Notes
properly accepted together with an Officers' Certificate stating the
aggregate principal amount of Notes or portions thereof being purchased by
the Company.
(c) The Paying Agent shall promptly mail to each Holder of Notes
properly tendered the Change of Control Payment for such Notes, and the Trustee
shall promptly authenticate and mail (or cause to be transferred by book entry)
to each Holder a new Note equal in principal amount to any unpurchased portion
of the Notes surrendered, if any; provided that each such new Note shall be in a
principal amount of $1,000 or an integral multiple thereof.
(d) Prior to complying with any of the provisions of this Section
4.14, but in any event within 90 days following a Change of Control, the Company
shall either repay all outstanding Senior Debt or obtain the requisite consents,
if any, under all agreements governing
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outstanding Senior Debt to permit the repurchase of Notes required by this
Section 4.14. The Company will publicly announce the results of the Change of
Control Offer on or as soon as practicable after the Change of Control Payment
Date.
(e) This Section 4.14 will be applicable whether or not any other
provisions of this Indenture are applicable.
(f) Notwithstanding anything to the contrary in this Section 4.14, the
Company shall not be required to make a Change of Control Offer upon a Change of
Control if a third party makes the Change of Control Offer in the manner, at the
times and otherwise in compliance with the requirements set forth in this
Section 4.14 and all other provisions of this Indenture applicable to a Change
of Control Offer made by the Company and purchases all Notes properly tendered
and not withdrawn under such Change of Control Offer.
Section 4.15. Limitation on Issuances and Sales of Equity Interests in
Restricted Subsidiaries.
(a) The Company shall not transfer, convey, sell, lease or otherwise
dispose of, and shall not permit any of its Restricted Subsidiaries to issue,
transfer, convey, sell, lease or otherwise dispose of, any Equity Interests in
any Restricted Subsidiary of the Company (other than the issuance of directors'
qualifying shares or an immaterial number of shares required by applicable law
to be held by a Person other than the Company or a Restricted Subsidiary and
excluding any pledge of Equity Interests of any Restricted Subsidiary) to any
Person (other than the Company or a Wholly Owned Restricted Subsidiary of the
Company), except:
(i) if, immediately after giving effect to such issuance, transfer,
conveyance, sale, lease or other disposition, such Restricted Subsidiary
would no longer constitute a Restricted Subsidiary and any Investment in
such Person remaining after giving effect to such issuance or sale would
have been permitted to be made under Section 4.07 hereof if made on the
date of such issuance or sale;
(ii) sales of Common Stock of a Restricted Subsidiary by the Company
or a Restricted Subsidiary, provided that the Company or such Restricted
Subsidiary complies with Section 4.10; or
(iii) sale of Disqualified Stock or Preferred Stock of a Guarantor by
the Company or a Guarantor that are otherwise permitted under Section 4.09,
provided that the Company or such Guarantor complies with Section 4.10.
Section 4.16. Payments for Consent.
Neither the Company nor any of its Restricted Subsidiaries shall,
directly or indirectly, pay or cause to be paid any consideration, whether by
way of interest, fee or otherwise, to any Holder of any Notes for or as an
inducement to any consent, waiver or amendment of any of the terms or provisions
of this Indenture or the Notes unless such consideration is offered to be paid
or is paid to all Holders of the Notes that consent, waive or agree to amend in

the time frame set forth in the solicitation documents relating to such consent,
waiver or agreement.
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Section 4.17. Additional Note Guarantees.
(a) If (1) the Company or any of its Domestic Restricted Subsidiaries
shall acquire or create another Domestic Restricted Subsidiary or (2) an
Unrestricted Subsidiary of the Company is redesignated as a Restricted
Subsidiary or otherwise ceases to be an Unrestricted Subsidiary and thereafter
is a Domestic Restricted Subsidiary, then such newly acquired, created or
redesignated Domestic Restricted Subsidiary shall execute a supplemental
indenture becoming a Guarantor in accordance with the terms of this Indenture.
(b) In addition, the Company shall not permit any of its Restricted
Subsidiaries, directly or indirectly, to Guarantee or pledge any assets to
secure the payment of any other Indebtedness of the Company or any Guarantor
unless such Restricted Subsidiary is a Guarantor or simultaneously executes and
delivers a supplemental indenture providing for the Guarantee of the payment of
the Notes by such Restricted Subsidiary, which Guarantee shall be senior to or
pari passu with such Subsidiary's Guarantee of or pledge to secure such other
Indebtedness unless such other Indebtedness is Senior Debt, in which case the
Guarantee of the Notes may be subordinated to the Guarantee of such Senior Debt
to the same extent as the Notes are subordinated to such Senior Debt.
(c) A Guarantor may not sell or otherwise dispose of all or
substantially all of its assets to, or consolidate with or merge with or into
(whether or not such Guarantor is the surviving Person), another Person, other
than the Company or another Guarantor, unless:
(i) immediately after giving effect to that transaction, no Default or
Event of Default exists; and
(ii) either:
(A) the Person acquiring the property in any such sale or
disposition or the Person formed by or surviving any such
consolidation or merger (if other than the Guarantor) is a
corporation, partnership, limited liability company or business trust
organized or existing under the laws of the United States, any state
thereof or the District of Columbia and assumes all the obligations of
that Guarantor under the Indenture, its Note Guarantee and the
Registration Rights Agreement pursuant to a supplemental indenture
satisfactory to the Trustee; or
(B) such sale or other disposition complies with the "Limitation
on Asset Sale" covenant of the Indenture, including the application of
the Net Proceeds therefrom.
(d) The Note Guarantee of a Guarantor will be released:
(i) in connection with any sale of all of the Capital Stock of a
Guarantor to a Person that is not (either before or after giving effect to
such transaction) the Company or a Restricted Subsidiary of the Company, if
the sale of all such Capital Stock of that Guarantor complies with the
"Limitation on Asset Sales" covenant of the Indenture; or
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(ii) if the Company properly designates any Restricted Subsidiary that
is a Guarantor as an Unrestricted Subsidiary.
Section 4.18. No Senior Subordinated Debt.
The Company shall not incur, create issue, assume, guarantee or
otherwise become liable for any Indebtedness that is subordinate or junior in
right of payment to any Senior Debt of the Company and senior in any respect in
right of payment to the Notes. No Guarantor shall incur, create, issue, assume,
guarantee or otherwise become liable for any Indebtedness that is subordinate or
junior in right of payment to any Senior Debt of such Guarantor and senior in
any respect in right of payment to such Guarantor's Note Guarantee. No
Indebtedness of the Company or any Guarantor shall be deemed to be subordinated
in right of payment to any other Indebtedness of the Company or such Guarantor
solely by virtue of being unsecured.
ARTICLE FIVE
SUCCESSORS
Section 5.01. Merger, Consolidation or Sale of Assets.
(a) The Company shall not consolidate or merge with or into (whether
or not the Company is the surviving corporation), or sell, assign, transfer,

lease, convey or otherwise dispose of all or substantially all of its properties
or assets in one or more related transactions, to another Person unless:
(i) the Company is the surviving corporation or the Person formed by
or surviving any such consolidation or merger (if other than the Company)
or to which such sale, assignment, transfer, lease, conveyance or other
disposition shall have been made is a corporation, partnership, limited
liability company or business trust organized or existing under the laws of
the United States, any state thereof or the District of Columbia;
(ii) the Person formed by or surviving any such consolidation or
merger (if other than the Company) or the Person to which such sale,
assignment, transfer, lease, conveyance or other disposition shall have
been made assumes all the obligations of the Company under the Notes and
this Indenture pursuant to a supplemental indenture in a form reasonably
satisfactory to the Trustee;
(iii) immediately after such transaction no Default or Event of
Default exists; and
(iv) except in the case of a merger of the Company with or into a
Wholly Owned Restricted Subsidiary of the Company, immediately after giving
effect to such transaction on a pro forma basis, the Company or the Person
formed by or surviving any such consolidation or merger (if other than the
Company), or to which such sale, assignment, transfer, lease, conveyance or
other disposition shall have been made:
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(A) will have Consolidated Net Worth immediately after the
transaction equal to or greater than the Consolidated Net Worth of the
Company immediately preceding the transaction; and
(B) will, on the date of such transaction after giving pro forma
effect thereto and any related financing transactions as if such
transaction had occurred at the beginning of the applicable Latest
Full Fiscal Quarter, be permitted to incur at least $1.00 of
additional Indebtedness pursuant to the Leverage Ratio test set forth
in Section 4.09(a);
provided, however, that Section 5.01(a)(iv) above shall not apply if the
principal purpose of such transaction is to change the state of incorporation of
the Company and any such transaction shall not have as one of its purposes the
evasion of the foregoing limitations.
Section 5.02. Successor Corporation Substituted.
Upon any consolidation or merger, or any sale, assignment, transfer,
lease, conveyance or other disposition of all or substantially all of the assets
of the Company in accordance with Section 5.01 hereof, the successor corporation
formed by such consolidation or into or with which the Company is merged or to
which such sale, assignment, transfer, lease, conveyance or other disposition is
made shall succeed to, and be substituted for (so that from and after the date
of such consolidation, merger, sale, lease, conveyance or other disposition, the
provisions of this Indenture referring to the "Company" shall refer instead to
the successor corporation and not to the Company), and may exercise every right
and power of, the Company under this Indenture with the same effect as if such
successor Person had been named as the Company herein; provided, however, that
the predecessor Company shall not be relieved from the obligation to pay the
principal of, premium, if any, and interest and Liquidated Damages, if any, on
the Notes except in the case of a sale, assignment, transfer, conveyance or
other disposition of all of the Company's assets that meets the requirements of
Section 5.01 hereof; provided, further, that the predecessor Company shall not
be relieved from the obligation to pay the principal of, premium, if any, and
interest and Liquidated Damages, if any, on the Notes in the case of a lease of
all or substantially all of its property and assets.
ARTICLE SIX
DEFAULTS AND REMEDIES
Section 6.01. Events of Default.
(a) Each of the following constitutes an "Event of Default" under this
Indenture:
(i) default for 30 days in the payment when due of interest on, or
Liquidated Damages with respect to, the Notes (whether or not prohibited by
Article Ten hereof);
(ii) default in payment when due of the principal of, or premium, if
any, on the Notes (whether or not prohibited by Article Ten hereof);
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(iii) failure by the Company or any of its Restricted Subsidiaries to
comply with the provisions described under Sections 4.10 (whether or not
prohibited by Article Ten hereof), 4.14 (whether or not prohibited by
Article Ten hereof) or 5.01;
(iv) failure by the Company or any of its Restricted Subsidiaries to
comply with any of its other agreements in this Indenture or the Notes,
which default continues for a period of 30 days after the Company receives
written notice thereof specifying the default from the Trustee or Holders
of at least 25% in aggregate principal amount of outstanding Notes;
(v) default under any mortgage, indenture or instrument under which
there may be issued or by which there may be secured or evidenced any
Indebtedness for money borrowed by the Company or any of its Restricted
Subsidiaries (or the payment of which is guaranteed by the Company or any
of its Restricted Subsidiaries) whether such Indebtedness or guarantee now
exists, or is created after the date of this Indenture, if that default:
(A) is caused by a failure to pay at the stated maturity the
principal of, or interest or premium, if any, on such Indebtedness (a
"Payment Default"); or
(B) results in the acceleration of such Indebtedness prior to its
stated maturity,
and, in each case, the principal amount of any such Indebtedness, together
with the aggregate principal amount of any other such Indebtedness under
which there has been a Payment Default or the maturity of which has been so
accelerated, aggregates $10.0 million or more;
(vi) failure by the Company or any of its Significant Subsidiaries to
pay final, non-appealable judgments aggregating in excess of $10.0 million
(which are not covered by insurance as to which the insurer has not
disclaimed coverage) that remain undischarged for a period (during which
execution shall not be effectively stayed) of 60 days;
(vii) default by any Guarantor that is a Significant Subsidiary or by
a group of Guarantors that, taken together, would be a Significant
Subsidiary in the performance of any covenant set forth in its or their
Note Guarantee(s), written repudiation by any Guarantor that is a
Significant Subsidiary of its obligations under its Note Guarantee or by a
group of Guarantors that, taken together, would be a Significant Subsidiary
of their Note Guarantees, or the judicial determination that any Note
Guarantee is unenforceable against a Guarantor that is a Significant
Subsidiary or against a group of Guarantors that, taken together, would
constitute a Significant Subsidiary;
(viii) the Company or any Significant Subsidiary of the Company (or
any Restricted Subsidiaries that together would constitute a Significant
Subsidiary) pursuant to or within the meaning of Bankruptcy Law:
(A) commences a voluntary case,
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(B) consents to the entry of an order for relief against it in an
involuntary case,
(C) makes a general assignment for the benefit of its creditors,
or
(D) generally is not paying its debts as they become due; or
(ix) a court of competent jurisdiction enters an order or decree under
any Bankruptcy Law that:
(A) is for relief against the Company or any of its Restricted
Subsidiaries that is a Significant Subsidiary (or Restricted
Subsidiaries that together would constitute a Significant Subsidiary),
in an involuntary case; or
(B) appoints a custodian of the Company or any of its Restricted
Subsidiaries that is a Significant Subsidiary (or Restricted
Subsidiaries that together would constitute a Significant Subsidiary)
or for all or substantially all of the property of the Company or any
of its Restricted Subsidiaries that is a Significant Subsidiary (or
Restricted Subsidiaries that together would constitute a Significant
Subsidiary), or
(C) orders the liquidation of the Company or any of its
Restricted Subsidiaries that is a Significant Subsidiary (or
Restricted Subsidiaries that together would constitute a Significant
Subsidiary);

and the order or decree remains unstayed and in effect for 60
consecutive days.
Section 6.02. Acceleration.
(a) In the case of an Event of Default specified in clauses (viii) or
(ix) of Section 6.01 hereof, with respect to the Company or any Significant
Subsidiary of the Company (or any Restricted Subsidiaries that together would
constitute a Significant Subsidiary), all outstanding Notes will become due and
payable immediately without further action or notice. If any other Event of
Default occurs and is continuing, the Trustee or the Holders of at least 25% in
principal amount of the then outstanding Notes may declare all the Notes to be
due and payable immediately by notice in writing to the Company and the Trustee
specifying the respective Event of Default and that it is a "notice of
acceleration."
(b) In the event of a declaration of acceleration of the Notes because
an Event of Default described in Section 6.01(a)(v) has occurred and is
continuing, the declaration of acceleration of the Notes shall be automatically
annulled if the event of default or payment default triggering such Event of
Default pursuant to Section 6.01(a)(v) shall be remedied or cured by the Company
or a Restricted Subsidiary of the Company or waived by the holders of the
relevant Indebtedness within 20 days after the declaration of acceleration of
the Notes with respect thereto and if (A) the annulment of the acceleration of
the Notes would not conflict with any judgment or decree of a court of competent
jurisdiction and (B) all existing Events of Default, except nonpayment of
principal, premium or interest on the Notes that became due solely because of
the acceleration of the Notes, have been cured or waived.
66
Section 6.03. Other Remedies.
(a) If an Event of Default occurs and is continuing, the Trustee may
pursue any available remedy to collect the payment of principal, premium, if
any, interest, and Liquidated Damages, if any, with respect to, the Notes or to
enforce the performance of any provision of the Notes or this Indenture.
(b) The Trustee may maintain a proceeding even if it does not possess
any of the Notes or does not produce any of them in the proceeding. A delay or
omission by the Trustee or any Holder of a Note in exercising any right or
remedy accruing upon an Event of Default shall not impair the right or remedy or
constitute a waiver of or acquiescence in the Event of Default. All remedies are
cumulative to the extent permitted by law.
Section 6.04. Rescission, Cancellation and Waiver of Past Defaults.
(a) The Holders of a majority in principal amount of the Notes then
outstanding by notice to the Trustee may, on behalf of the Holders of all of the
Notes, rescind and cancel a declaration of acceleration pursuant to Section 6.02
hereof, and its consequences if:
(i) the rescission would not conflict with any judgment or decree of a
court of competent jurisdiction;
(ii) all existing Defaults and Events of Default have been cured or
waived except nonpayment of principal of or interest on the Notes that has
become due solely by such declaration of acceleration;
(iii) to the extent the payment of such interest is lawful, interest
(at the same rate specified in the Notes) on overdue installments of
interest and overdue payments of principal, premium, if any, and interest
which has become due otherwise than by such declaration of acceleration,
has been paid;
(iv) the Company has paid the Trustee its reasonable compensation and
reimbursed the Trustee for its reasonable expenses, disbursements and
advances; and
(v) in the event of cure or waiver of a Default or Event of Default of
the type described in Section 6.01(viii) or (ix), the Trustee has received
an Officers' Certificate and Opinion of Counsel that such Default or Event
of Default has been cured or waived.
(b) The holders of a majority in aggregate principal amount of the
Notes then outstanding by notice to the Trustee may, on behalf of the Holders of
all of the Notes, waive any existing Default or Event of Default and its
consequences under this Indenture except a continuing Default or Event of
Default in the payment of principal of or interest on the Notes.
The Company shall deliver to the Trustee an Officers' Certificate
stating that the requisite percentage of Holders have consented to any such
rescission, cancellation or waiver and attaching copies of such consents. In

case of any such rescission, cancellation or waiver, the Company, the Trustee
and the Holders shall be restored to their former positions and rights hereunder
and under the Notes, respectively. This Section 6.04 and Section 9.02 shall be
in lieu
67
of Section 316(a)(1)(B) of the TIA and such Section 316(a)(1)(B) of the TIA is
hereby expressly excluded from this Indenture and the Notes, as permitted by the
TIA. Upon any such rescission, cancellation or waiver, such Default shall cease
to exist, and any Event of Default arising therefrom shall be deemed to have
been cured for every purpose of this Indenture; but no such waiver shall extend
to any subsequent or other Default or impair any right consequent thereon.
Section 6.05. Control by Majority.
Holders of a majority in principal amount of the then outstanding
Notes may direct the time, method and place of conducting any proceeding for
exercising any remedy available to the Trustee or exercising any trust or power
conferred on it. However, the Trustee may refuse to follow any direction that
conflicts with law or this Indenture that the Trustee determines may be unduly
prejudicial to the rights of other Holders of Notes or that may involve the
Trustee in personal liability.
Section 6.06. Limitation on Suits.
(a) A Holder may not pursue any remedy with respect to this Indenture
or the Notes unless:
(i) the Holder gives the Trustee written notice of a continuing Event
of Default;
(ii) the Holders of at least 25% in aggregate principal amount of
outstanding Notes make a written request to the Trustee to pursue the
remedy;
(iii) such Holder or Holders offer and, if requested, provide to the
Trustee security and indemnity satisfactory to the Trustee against any
costs, liability or expense that might be incurred by it in connection with
the request or direction;
(iv) the Trustee does not comply with the request within 60 days after
receipt of the request and the offer and, if requested, the provision of
indemnity; and
(v) during such 60-day period, the Holders of a majority in aggregate
principal amount of the outstanding Notes do not give the Trustee a
direction that is inconsistent with the request.
(b) A Holder of a Note may not use this Indenture to prejudice the
rights of another Holder of a Note or to obtain a preference or priority over
another Holder of a Note.
Section 6.07. Rights of Holders of Notes to Receive Payment.
Notwithstanding any other provision of this Indenture, the right of
any Holder of a Note to receive payment of principal, premium, if any, interest
on, and Liquidated Damages, if any, with respect to, the Note, on or after the
respective due dates expressed in the Note (including in connection with an
offer to purchase), or to bring suit for the enforcement of any such payment on
or after such respective dates, shall not be impaired or affected without the
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consent of such Holder. However, any such payment received by a Holder is
subject to the subordination provisions of Article Ten.
Section 6.08. Collection Suit by Trustee.
If an Event of Default specified in Section 6.01(a)(i) or (a)(ii)
occurs and is continuing, the Trustee is authorized to recover judgment in its
own name and as trustee of an express trust against the Company for the whole
amount of principal of, premium, if any, interest, and Liquidated Damages, if
any, remaining unpaid on the Notes and interest on overdue principal and
premium, if any, and, to the extent lawful, interest and Liquidated Damages, if
any, and such further amount as shall be sufficient to cover the costs and
expenses of collection, including the reasonable compensation, expenses,
disbursements and advances of the Trustee, its agents and counsel.
Section 6.09. Trustee May File Proofs of Claim.
The Trustee is authorized to file such proofs of claim and other
papers or documents as may be necessary or advisable in order to have the claims

of the Trustee (including any claim for the reasonable compensation, expenses,
disbursements and advances of the Trustee, its agents and counsel) and the
Holders of the Notes allowed in any judicial proceedings relative to the Company
or any Guarantor (or any other obligor upon the Notes), its creditors or its
property and shall be entitled and empowered to collect, receive and distribute
any money or other securities or property payable or deliverable on any such
claims and any custodian in any such judicial proceeding is hereby authorized by
each Holder to make such payments to the Trustee, and in the event that the
Trustee shall consent to the making of such payments directly to the Holders, to
pay to the Trustee any amount due to it for the reasonable compensation,
expenses, disbursements and advances of the Trustee, its agents and counsel, and
any other amounts due the Trustee under Section 7.07 hereof. To the extent that
the payment of any such compensation, expenses, disbursements and advances of
the Trustee, its agents and counsel, and any other amounts due the Trustee under
Section 7.07 hereof out of the estate in any such proceeding, shall be denied
for any reason, payment of the same shall be secured by a Lien on, and shall be
paid out of, any and all distributions, dividends, money, securities and other
properties that the Holders may be entitled to receive in such proceeding
whether in liquidation or under any plan of reorganization or arrangement or
otherwise. Nothing herein contained shall be deemed to authorize the Trustee to
authorize or consent to or accept or adopt on behalf of any Holder any plan of
reorganization, arrangement, adjustment or composition affecting the Notes or
the rights of any Holder, or to authorize the Trustee to vote in respect of the
claim of any Holder in any such proceeding.
Section 6.10. Priorities.
(a) If the Trustee collects any money pursuant to this Article, it
shall pay out the money in the following order:
First: to the Trustee, its agents and attorneys for amounts due under
Section 7.07 hereof, including payment of all compensation, expense and
liabilities incurred, and all advances made, by the Trustee and the costs
and expenses of collection;
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Second: subject to Article Ten, to Holders of Notes for amounts due
and unpaid on the Notes for principal, premium, if any, interest and
Liquidated Damages, if any, ratably, without preference or priority of any
kind, according to the amounts due and payable on the Notes for principal,
premium, if any, interest, and Liquidated Damages, if any, respectively;
and
Third: to the Company or to such party as a court of competent
jurisdiction shall direct.
(b) The Trustee may fix a record date and payment date for any payment
to Holders of Notes pursuant to this Section 6.10.
Section 6.11. Undertaking for Costs.
In any suit for the enforcement of any right or remedy under this
Indenture or in any suit against the Trustee for any action taken or omitted by
it as a Trustee, a court in its discretion may require the filing by any party
litigant in the suit of an undertaking to pay the costs of the suit, and the
court in its discretion may assess reasonable costs, including reasonable
attorneys' fees, against any party litigant in the suit, having due regard to
the merits and good faith of the claims or defenses made by the party litigant.
This Section does not apply to a suit by the Trustee, a suit by a Holder of a
Note pursuant to Section 6.07 hereof, or a suit by Holders of more than ten
percent in principal amount of the then outstanding Notes.
ARTICLE SEVEN
TRUSTEE
Section 7.01. Duties of Trustee. Except to the extent, if any, provided
otherwise in the Trust Indenture Act of 1939 (as from time to time in effect):
(a) If an Event of Default has occurred and is continuing, the Trustee
shall exercise such of the rights and powers vested in it by this Indenture, and
use the same degree of care and skill in its exercise, as a prudent person would
exercise or use under the circumstances in the conduct of such person's own
affairs.
(b) Except during the continuance of an Event of Default:
(i) the duties of the Trustee shall be determined solely by the
express provisions of this Indenture and the Trustee need perform only
those duties that are specifically set forth in this Indenture and no
others, and no implied covenants or obligations shall be read into this
Indenture against the Trustee; and
(ii) in the absence of bad faith on its part, the Trustee may

conclusively rely, as to the truth of the statements and the correctness of
the opinions expressed therein, upon certificates or opinions furnished to
the Trustee and conforming to the requirements of this Indenture. However,
the Trustee shall examine the certificates and opinions to determine
whether or not they conform to the requirements of this Indenture.
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(c) The Trustee may not be relieved from liabilities for its own
negligent action, its own negligent failure to act, or its own willful
misconduct, except that:
(i) this paragraph does not limit the effect of paragraph (b) of this
Section;
(ii) the Trustee shall not be liable for any error of judgment made in
good faith by a Responsible Officer, unless it is proved that the Trustee
was negligent in ascertaining the pertinent facts; and
(iii) the Trustee shall not be liable with respect to any action it
takes or omits to take in good faith in accordance with a direction
received by it pursuant to Section 6.05 hereof.
(d) Whether or not therein expressly so provided, every provision of
this Indenture that in any way relates to the Trustee is subject to paragraphs
(a), (b) and (c) of this Section 7.01.
(e) No provision of this Indenture shall require the Trustee to expend
or risk its own funds or incur any liability. The Trustee shall be under no
obligation to exercise any of its rights and powers under this Indenture at the
request of any Holders, unless such Holder shall have offered to the Trustee
security and indemnity satisfactory to it against any loss, costs, liability or
expense that might be incurred by it in connection with the request or
direction.
(f) Money held in trust by the Trustee need not be segregated from
other funds except to the extent required by law.
Section 7.02. Certain Rights of Trustee.
(a) The Trustee may conclusively rely upon any document believed by it
to be genuine and to have been signed or presented by the proper Person. The
Trustee need not investigate any fact or matter stated in the document.
(b) Before the Trustee acts or refrains from acting, it may require an
Officers' Certificate or an Opinion of Counsel or both. The Trustee shall not be
liable for any action it takes or omits to take in good faith in reliance on
such Officers' Certificate or Opinion of Counsel. The Trustee may consult with
counsel and the advice of such counsel or any Opinion of Counsel shall be full
and complete authorization and protection from liability in respect of any
action taken, suffered or omitted by it hereunder in good faith and in reliance
thereon.
(c) The Trustee may act through its attorneys and agents and shall not
be responsible for the misconduct or negligence of any agent appointed with due
care.
(d) The Trustee shall not be liable for any action it takes or omits
to take in good faith that it believes to be authorized or within the rights or
powers conferred upon it by this Indenture.
(e) Unless otherwise specifically provided in this Indenture, any
demand, request, direction or notice from the Company shall be sufficient if
signed by an Officer of the Company.
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(f) The Trustee shall be under no obligation to exercise any of the
rights or powers vested in it by this Indenture at the request or direction of
any of the Holders unless such Holders shall have offered to the Trustee
security or indemnity reasonably satisfactory to it against the costs, expenses
and liabilities that might be incurred by it in compliance with such request or
direction.
(g) The Trustee shall not be deemed to have notice of any Default or
Event of Default unless a Responsible Officer of the Trustee has actual
knowledge thereof or unless written notice of such event is sent to the Trustee
in accordance with Section 12.02 hereof, and such notice references the Notes.
Section 7.03. Individual Rights of Trustee.
The Trustee in its individual or any other capacity may become the
owner or pledgee of Notes and may become a creditor of, or otherwise deal with,

the Company or any of its Affiliates with the same rights it would have if it
were not Trustee. However, in the event that the Trustee acquires any
conflicting interest as described in the Trust Indenture Act of 1939 (as in
effect at such time), it must eliminate such conflict within 90 days, apply to
the Commission for permission to continue as trustee or resign. Any Agent may do
the same with like rights and duties. The Trustee is also subject to Sections
7.10 and 7.11 hereof.
Section 7.04. Trustee's Disclaimer.
The Trustee shall not be responsible for and makes no representation
as to the validity or adequacy of this Indenture, it shall not be accountable
for the Company's use of the proceeds from the Notes or any money paid to the
Company or upon the Company's direction under any provision of this Indenture,
it shall not be responsible for the use or application of any money received by
any Paying Agent other than the Trustee, and it shall not be responsible for any
statement or recital herein or any statement in the Notes or any other document
in connection with the sale of the Notes or pursuant to this Indenture other
than its certificate of authentication. Notwithstanding the effective date of
this Indenture or anything to the contrary contained in this Indenture, the
Trustee shall have no liability or responsibility for any act or event relating
to this Indenture or the transactions related thereto which occurs prior to the
date of this Indenture, and shall have no contractual obligations or fiduciary
duties to the Company, any Guarantors, the Holders of the Notes and the holders
of beneficial interests therein, or any other Person until the date of this
Indenture.
Section 7.05. Notice of Defaults.
If a Default or Event of Default occurs and is continuing and if it is
known to the Trustee, the Trustee shall mail to Holders of Notes a notice of the
Default or Event of Default within 90 days after it occurs. Except in the case
of a Default or Event of Default in payment of principal, premium, interest or
Liquidated Damages on any Note, the Trustee may withhold the notice if and so
long as a committee of its Responsible Officers in good faith determines that
withholding the notice is in the interests of the Holders of the Notes.
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Section 7.06. Reports by Trustee to Holders of the Notes.
(a) Within 60 days after each May 15 beginning with May 30 following
the date hereof, and for so long as Notes remain outstanding, the Trustee shall
mail to the Holders of the Notes a brief report dated as of such reporting date
that complies with TIA (S) 313(a) (but if no event described in TIA (S) 313(a)
has occurred within the twelve months preceding the reporting date, no report
need be transmitted). The Trustee also shall comply with TIA (S) 313(b)(2). The
Trustee shall also transmit by mail all reports as required by TIA (S) 313(c).
(b) A copy of each report at the time of its mailing to the Holders of
Notes shall be mailed to the Company and filed with the Commission and each
stock exchange on which the Notes are listed in accordance with TIA (S) 313(d).
The Company shall promptly notify the Trustee when the Notes are listed on any
stock exchange or any delisting thereof.
Section 7.07. Compensation and Indemnity.
(a) The Company shall pay to the Trustee from time to time reasonable
compensation for its acceptance of this Indenture and services hereunder in
accordance with a written schedule provided by the Trustee to the Company. The
Trustee's compensation shall not be limited by any law on compensation of a
trustee of an express trust. The Company shall reimburse the Trustee promptly
upon request for all reasonable disbursements, advances and expenses incurred or
made by it in addition to the compensation for its services. Such expenses shall
include the reasonable compensation, disbursements and expenses of the Trustee's
agents and counsel.
(b) The Company shall indemnify the Trustee against any and all
losses, liabilities or expenses incurred by it arising out of or in connection
with the acceptance or administration of its duties under this Indenture,
including the costs and expenses of enforcing this Indenture against the Company
(including this Section 7.07) and defending itself against any claim (whether
asserted by either of the Company or any Holder or any other person) or
liability in connection with the exercise or performance of any of its powers or
duties hereunder, except to the extent any such loss, liability or expense may
be attributable to its negligence, bad faith or willful misconduct. The Trustee
shall notify the Company promptly of any claim for which it may seek indemnity.
Failure by the Trustee to so notify the Company shall not relieve the Company of
its obligations hereunder. The Company shall defend the claim and the Trustee
shall cooperate in the defense. The Company need not pay for any settlement made
without its consent, which consent shall not be unreasonably withheld.
(c) The obligations of the Company under this Section 7.07 shall
survive the satisfaction and discharge of this Indenture and resignation of

removal of the Trustee.
(d) To secure the Company's payment obligations in this Section, the
Trustee shall have a Lien prior to the Notes on all money or property held or
collected by the Trustee, except that held in trust to pay principal and
interest on particular Notes. Such Lien shall survive the satisfaction and
discharge of this Indenture and resignation or removal of the Trustee.
(e) When the Trustee incurs expenses or renders services after an
Event of Default specified in Section 6.01(a)(viii) and (ix) hereof occurs, the
expenses and the
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compensation for the services (including the fees and expenses of its agents and
counsel) are intended to constitute expenses of administration under any
Bankruptcy Law.
(f) The Trustee shall comply with the provisions of TIA (S) 313(b)(2)
to the extent applicable.
Section 7.08. Replacement of Trustee.
(a) A resignation or removal of the Trustee and appointment of a
successor Trustee shall become effective only upon the successor Trustee's
acceptance of appointment as provided in this Section 7.08.
(b) The Trustee may resign in writing at any time and be discharged
from the trust hereby created by so notifying the Company. The Holders of a
majority in principal amount of the then outstanding Notes may remove the
Trustee by so notifying the Trustee and the Company in writing. The Company may
remove the Trustee if:
(i) the Trustee fails to comply with Section 7.10 hereof;
(ii) the Trustee is adjudged a bankrupt or an insolvent or an order
for relief is entered with respect to the Trustee under any Bankruptcy Law;
(iii) a custodian or public officer takes charge of the Trustee or its
property; or
(iv) the Trustee becomes incapable of acting.
(c) If the Trustee resigns or is removed or if a vacancy exists in the
office of Trustee for any reason, the Company shall promptly appoint a successor
Trustee. Within one year after the successor Trustee takes office, the Holders
of a majority in principal amount of the then outstanding Notes may appoint a
successor Trustee to replace the successor Trustee appointed by the Company.
(d) If a successor Trustee does not take office within 30 days after
the retiring Trustee resigns or is removed, the retiring Trustee, the Company,
or the Holders of Notes of at least 10% in principal amount of the then
outstanding Notes may petition at the expense of the Company any court of
competent jurisdiction for the appointment of a successor Trustee.
(e) If the Trustee, after written request by any Holder who has been a
Holder for at least six months, fails to comply with Section 7.10, such Holder
may petition any court of competent jurisdiction for the removal of the Trustee
and the appointment of a successor Trustee.
(f) A successor Trustee shall deliver a written acceptance of its
appointment to the retiring Trustee and to the Company. Thereupon, the
resignation or removal of the retiring Trustee shall become effective, and the
successor Trustee shall have all the rights, powers and duties of the Trustee
under this Indenture. The successor Trustee shall mail a notice of its
succession to Holders. The retiring Trustee shall promptly transfer all property
held by it as Trustee to the successor Trustee, provided all sums owing to the
Trustee hereunder have been paid and subject to the Lien provided for in Section
7.07 hereof. Notwithstanding replacement
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of the Trustee pursuant to this Section 7.08, the Company's obligations under
Section 7.07 hereof shall continue for the benefit of the retiring Trustee.
Section 7.09. Successor Trustee by Merger, Etc.
If the Trustee consolidates, merges or converts into, or transfers all
or substantially all of its corporate trust business to, another Person, the
successor Person without any further act shall be the successor Trustee.
Section 7.10. Eligibility; Disqualification.

There shall at all times be a Trustee hereunder that is a corporation
organized and doing business under the laws of the United States of America or
of any state thereof that is authorized under such laws to exercise corporate
trustee power, that is subject to supervision or examination by federal or state
authorities and that has a combined capital and surplus of at least $150.0
million (or a direct or indirect wholly-owned subsidiary of a bank or trust
company, or a bank holding company, having a combined capital and surplus of
$150.0 million) as set forth in its most recent published annual report of
condition.
This Indenture shall always have a Trustee who satisfies the
requirements of TIA (S)310(a)(1), (2) and (5). The Trustee is subject to TIA
(S)310(b).
Section 7.11. Preferential Collection of Claims Against Company.
The Trustee is subject to TIA (S)311(a), excluding any creditor
relationship listed in TIA (S)311(b). A Trustee who has resigned or been removed
shall be subject to TIA (S) 311(a) to the extent indicated therein. The Trustee
hereby waives any right to set-off any claim that it may have against the
Company in any capacity (other than as Trustee and Paying Agent) against any of
the assets of the Company held by the Trustee; provided, however, that if the
Trustee is or becomes a lender of any other Indebtedness permitted hereunder to
be pari passu with the Notes, then such waiver shall not apply to the extent of
such Indebtedness.
ARTICLE EIGHT
DEFEASANCE AND COVENANT DEFEASANCE
Section 8.01. Option to Effect Legal Defeasance or Covenant Defeasance.
The Company may, at the option of the Board of Directors evidenced by
a resolution set forth in an Officers' Certificate, at any time, elect to have
either Section 8.02 or 8.03 hereof be applied to all outstanding Notes upon
compliance with the conditions set forth below in this Article Eight.
Section 8.02. Legal Defeasance and Discharge.
Upon the Company's exercise under Section 8.01 hereof of the option
applicable to this Section 8.02, the Company shall, subject to the satisfaction
of the conditions set forth in Section 8.04 hereof, be deemed to have been
discharged from its obligations with respect to all outstanding Notes and all
obligations of the Guarantors shall be deemed to have been discharged
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with respect to their obligations under the Note Guarantees on the date the
conditions set forth below are satisfied (hereinafter, "Legal Defeasance"). For
this purpose, Legal Defeasance means that the Company and the Guarantors shall
be deemed to have paid and discharged the entire Indebtedness represented by the
outstanding Notes and Note Guarantees, respectively, which shall thereafter be
deemed to be "outstanding" only for the purposes of Section 8.05 hereof and the
other Sections of this Indenture referred to in (a) and (b) below, and to have
satisfied all its other obligations under such Notes and this Indenture (and the
Trustee, on demand of and at the expense of the Company, shall execute proper
instruments acknowledging the same), except for the following provisions which
shall survive until otherwise terminated or discharged hereunder: (a) the rights
of Holders of outstanding Notes to receive from the trust fund described in
Section 8.04 hereof, and as more fully set forth in such Section, payments in
respect of the principal of, or interest or premium on such Notes when such
payments are due, (b) the Company's obligations with respect to such Notes under
Article 2 concerning issuing temporary Notes, registration of Notes and
mutilated, destroyed, lost or stolen Notes and the Company's obligations under
Section 4.02 hereof, (c) the rights, powers, trusts, duties and immunities of
the Trustee hereunder and the Company's and the Guarantor's obligations in
connection therewith and (d) this Article 8. Subject to compliance with this
Article 8, the Company may exercise its option under this Section 8.02
notwithstanding the prior exercise of its option under Section 8.03 hereof.
Section 8.03. Covenant Defeasance.
Upon the Company's exercise under Section 8.01 hereof of the option
applicable to this Section 8.03, the Company shall, subject to the satisfaction
of the conditions set forth in Section 8.04 hereof, be released from its
obligations under the covenants contained in Sections 4.07, 4.08, 4.09, 4.10,
4.11, 4.12, 4.13, 4.14, 4.15, 4.16, 4.17 and 4.18 hereof with respect to the
outstanding Notes on and after the date the conditions set forth in Section 8.04
are satisfied (hereinafter, "Covenant Defeasance"), and the Notes shall
thereafter be deemed not "outstanding" for the purposes of any direction,
waiver, consent or declaration or act of Holders (and the consequences of any
thereof) in connection with such covenants, but shall continue to be deemed
"outstanding" for all other purposes hereunder (it being understood that such
Notes shall not be deemed outstanding for accounting purposes). For this
purpose, Covenant Defeasance means that, with respect to the outstanding Notes,

the Company and the Guarantors may omit to comply with and shall have no
liability in respect of any term, condition or limitation set forth in any such
covenant, whether directly or indirectly, by reason of any reference elsewhere
herein to any such covenant or by reason of any reference in any such covenant
to any other provision herein or in any other document and such omission to
comply shall not constitute a Default or an Event of Default under Section 6.01
hereof, but, except as specified above, the remainder of this Indenture and such
Notes shall be unaffected thereby. In addition, upon the Company's exercise
under Section 8.01 hereof of the option applicable to this Section 8.03, subject
to the satisfaction of the conditions set forth in Section 8.04 hereof, Sections
6.01(a)(iii) through (vii) shall not constitute Events of Default.
Section 8.04. Conditions to Legal or Covenant Defeasance.
(a) The following shall be the conditions to the application of either
Section 8.02 or 8.03 hereof to the outstanding Notes:
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(i) the Company must irrevocably deposit with the Trustee, in trust,
for the benefit of the Holders of the Notes, cash in U.S. dollars,
non-callable U.S. Government Obligations, or a combination thereof, in such
amounts as will be sufficient, in the opinion of a nationally recognized
firm of independent public accountants, to pay the principal of, or
interest and premium, if any, on the outstanding Notes on the stated
maturity or on the applicable redemption date, as the case may be, and the
Company must specify whether the Notes are being defeased to maturity or to
a particular redemption date;
(ii) in the case of Legal Defeasance, the Company shall have delivered
to the Trustee an opinion of counsel in the United States reasonably
acceptable to the Trustee confirming that (a) the Company has received
from, or there has been published by, the Internal Revenue Service a ruling
or (b) since the date of this Indenture, there has been a change in the
applicable federal income tax law, in either case to the effect that, and
based thereon such opinion of counsel shall confirm that, the Holders of
the outstanding Notes will not recognize income, gain or loss for federal
income tax purposes as a result of such Legal Defeasance and will be
subject to federal income tax on the same amounts, in the same manner and
at the same times as would have been the case if such Legal Defeasance had
not occurred;
(iii) in the case of Covenant Defeasance, the Company shall have
delivered to the Trustee an opinion of counsel in the United States
reasonably acceptable to the Trustee confirming that the Holders of the
outstanding Notes will not recognize income, gain or loss for federal
income tax purposes as a result of such Covenant Defeasance and will be
subject to federal income tax on the same amounts, in the same manner and
at the same times as would have been the case if such Covenant Defeasance
had not occurred;
(iv) no Default or Event of Default shall have occurred and be
continuing either: (a) on the date of such deposit (other than a Default or
Event of Default resulting from the borrowing of funds to be applied to
such deposit); or (b) insofar as Events of Default from bankruptcy or
insolvency events are concerned, at any time in the period ending on the
123rd day after the date of deposit;
(v) such Legal Defeasance or Covenant Defeasance will not result in a
breach or violation of, or constitute a default under any material
agreement or instrument (other than this Indenture) to which the Company or
any of its Subsidiaries is a party or by which the Company or any of its
Subsidiaries is bound;
(vi) the Company must deliver to the Trustee an Officers' Certificate
stating that the deposit was not made by the Company with the intent of
preferring the Holders of Notes over the other creditors of the Company
with the intent of defeating, hindering, delaying or defrauding creditors
of the Company or others;
(vii) if the Notes are to be redeemed prior to their stated maturity,
the Company must deliver to the Trustee irrevocable instructions to redeem
all of the Notes on the specified redemption date; and
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(viii) the Company must deliver to the Trustee an Officers'
Certificate and an Opinion of Counsel, each stating that all conditions
precedent relating to the Legal Defeasance or the Covenant Defeasance have
been complied with.
Section 8.05. Deposited Money and Government Securities to Be Held in Trust;
Other Miscellaneous Provisions.

(a) Subject to Section 8.06 hereof, all money and non-callable
Government Securities (including the proceeds thereof) deposited with the
Trustee pursuant to Section 8.04 hereof in respect of the outstanding Notes
shall be held in trust and applied by the Trustee, in accordance with the
provisions of such Notes and this Indenture, to the payment, either directly or
through any Paying Agent (including the Company acting as Paying Agent) as the
Trustee may determine, to the Holders of such Notes of all sums due and to
become due thereon in respect of principal, premium and Liquidated Damages, if
any, and interest, but such money need not be segregated from other funds except
to the extent required by law.
(b) The Company shall pay and indemnify the Trustee against any tax,
fee or other charge imposed on or assessed against the cash or non-callable
Government Securities deposited pursuant to Section 8.04 hereof or the principal
and interest received in respect thereof other than any such tax, fee or other
charge which by law is for the account of the Holders of the outstanding Notes.
(c) Anything in this Article Eight to the contrary notwithstanding,
the Trustee shall deliver or pay to the Company from time to time upon the
request of the Company any money or non-callable Government Securities held by
it as provided in Section 8.04 hereof which, in the opinion of a nationally
recognized firm of independent public accountants expressed in a written
certification thereof delivered to the Trustee (which may be the opinion
delivered under Section 8.04(a) hereof), are in excess of the amount thereof
that would then be required to be deposited to effect an equivalent Legal
Defeasance or Covenant Defeasance.
Section 8.06. Repayment to the Company.
Any money deposited with the Trustee or any Paying Agent, or then held
by the Company, in trust for the payment of the principal of, premium, if any,
or interest on any Note and remaining unclaimed for two years after such
principal, and premium, if any, or interest has become due and payable shall be
paid to the Company on its request or (if then held by the Company) shall be
discharged from such trust; and the Holder of such Note shall thereafter look
only to the Company for payment thereof, and all liability of the Trustee or
such Paying Agent with respect to such trust money, and all liability of the
Company as trustee thereof, shall thereupon cease; provided, however, that the
Trustee or such Paying Agent, before being required to make any such repayment,
may at the expense of the Company cause to be published once, in the New York
Times and The Wall Street Journal (national edition), notice that such money
remains unclaimed and that, after a date specified therein, which shall not be
less than 30 days from the date of such notification or publication, any
unclaimed balance of such money then remaining shall be repaid to the Company.
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Section 8.07. Reinstatement.
If the Trustee or Paying Agent is unable to apply any United States
dollars or non-callable Government Securities in accordance with Section 8.02 or
8.03 hereof, as the case may be, by reason of any order or judgment of any court
or governmental authority enjoining, restraining or otherwise prohibiting such
application, then the Company's obligations under this Indenture and the Notes
shall be revived and reinstated as though no deposit had occurred pursuant to
Section 8.02 or 8.03 hereof and, in the case of a Legal Defeasance, the
Guarantors' obligations under their respective Note Guarantees shall be revised
and reinstated as though no deposit had occurred pursuant to Section 8.02
hereof, in each case until such time as the Trustee or Paying Agent is permitted
to apply all such money in accordance with Section 8.02 or 8.03 hereof, as the
case may be; provided, however, that, if the Company makes any payment of
principal of, premium, if any, or interest on any Note following the
reinstatement of its obligations, the Company shall be subrogated to the rights
of the Holders of such Notes to receive such payment from the money held by the
Trustee or Paying Agent.
ARTICLE NINE
AMENDMENT, SUPPLEMENT AND WAIVER
Section 9.01. Without Consent of Holders of Notes.
(a) Notwithstanding Section 9.02 of this Indenture, the Company, the
Guarantors, and the Trustee may amend or supplement this Indenture or the Notes
without the consent of any Holder of a Note:
(i) to cure any ambiguity, omission, defect or inconsistency;
(ii) to provide for uncertificated Notes in addition to or in place of
certificated Notes;
(iii) to provide for the assumption of the Company's or any
Guarantor's obligations to Holders of Notes in the case of a merger or
consolidation or sale of all or substantially all of the Company's or such

Guarantor's assets;
(iv) to make any change that would provide any additional rights or
benefits to the Holders of Notes or that does not adversely affect the
legal rights under this Indenture of any such Holder in any material
respect;
(v) to comply with requirements of the Commission in order to effect
or maintain the qualification of this Indenture under the Trust Indenture
Act; or
(vi) to reflect the release of any Guarantor from its Note Guarantee
or add any Guarantor pursuant to and in the manner provided by this
Indenture.
(b) Upon the request of the Company accompanied by a resolution of its
Board of Directors authorizing the execution of any such amended or supplemental
Indenture, and upon receipt by the Trustee of any documents requested under
Section 7.02(b) hereof, the Trustee shall join with the Company in the execution
of any amended or supplemental Indenture authorized or
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permitted by the terms of this Indenture and to make any further appropriate
agreements and stipulations that may be therein contained, but the Trustee shall
not be obligated to enter into such amended or supplemental Indenture that
affects its own rights, duties or immunities under this Indenture or otherwise.
Section 9.02. With Consent of Holders of Notes.
(a) Except as otherwise provided in this Section 9.02, the Company,
the Guarantors and the Trustee may amend or supplement this Indenture with the
consent of the Holders of at least a majority in aggregate principal amount of
the Notes then outstanding (including, without limitation, consents obtained in
connection with a purchase of, or tender offer or exchange offer for, Notes),
and, subject to Sections 6.04 and 6.07 hereof, any past default or compliance
with any provisions may also be waived (except a default in the payment of
principal, premium or interest and certain covenants and provisions of this
Indenture which cannot be amended without the consent of each Holder of an
outstanding Note) with the consent of the Holders of at least a majority in
aggregate principal amount of the Notes then outstanding (including consents
obtained in connection with a purchase of, or tender offer or exchange offer
for, the Notes).
(b) The Company may, but shall not be obligated to, fix a record date
for the purpose of determining the Persons entitled to consent to any indenture
supplemental hereto. If a record date is fixed, the Holders on such record date,
or its duly designated proxies, and only such Persons, shall be entitled to
consent to such supplemental indenture, whether or not such Holders remain
Holders after such record date; provided that unless such consent shall have
become effective by virtue of the requisite percentage having been obtained
prior to the date which is 90 days after such record date, any such consent
previously given shall automatically and without further action by any Holder be
cancelled and of no further effect.
(c) Upon the request of the Company accompanied by a resolution of its
Board of Directors authorizing the execution of any such amendment or supplement
to this Indenture, and upon the filing with the Trustee of evidence satisfactory
to the Trustee of the consent of the Holders of Notes as aforesaid, and upon
receipt by the Trustee of the documents described in Section 7.02 hereof, the
Trustee shall join with the Company in the execution of such amendment or
supplement unless such amendment or supplement directly affects the Trustee's
own rights, duties or immunities under this Indenture or otherwise, in which
case the Trustee may in its discretion, but shall not be obligated to, enter
into such amendment or supplement.
(d) It shall not be necessary for the consent of the Holders of Notes
under this Section 9.02 to approve the particular form of any proposed
amendment, supplement or waiver, but it shall be sufficient if such consent
approves the substance thereof.
(e) After an amendment, supplement or waiver under this Section
becomes effective, the Company shall mail to the Holders of Notes affected
thereby a notice briefly describing the amendment, supplement or waiver. Any
failure of the Company to mail such notice, or any defect therein, shall not,
however, in any way impair or affect the validity of any such amendment,
supplement or waiver. Subject to Sections 6.04 and 6.07 hereof, the Holders of a
majority in aggregate principal amount of the then outstanding Notes (including
Additional
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Notes, if any) may waive compliance in a particular instance by the Company with

any provision of this Indenture, or the Notes. However, without the consent of
each Holder affected, an amendment or waiver under this Section 9.02 may not
(with respect to any Notes held by a non-consenting Holder):
(i) reduce the amount of Notes whose Holders must consent to an
amendment, supplement or waiver;
(ii) reduce the principal of or change the fixed maturity of any Note
or change the date on which any Notes may be subject to redemption or
repurchase, reduce the redemption or repurchase price of the Notes, or
waive any payment with respect to the redemption of the Notes (except as
would otherwise be permitted under this Section 9.02(e)(ix));
(iii) reduce the rate of or change the time for payment of interest on
any Note;
(iv) waive a Default or Event of Default in the payment of principal
of, or premium or interest on, the Notes (except a rescission of
acceleration of the Notes by the Holders of at least a majority in
aggregate principal amount of the Notes and a waiver of the payment default
that resulted from such acceleration);
(v) make any Note payable in money other than U.S. dollars;
(vi) make any change in the provisions of this Indenture relating to
waivers of past Defaults or the rights of Holders of Notes to receive
payments of principal of, or premium or interest on, the Notes;
(vii) release any Guarantor from any of its obligations under its Note
Guarantee or this Indenture, except in accordance with the terms of this
Indenture;
(viii) impair the right to institute suit for the enforcement of any
payment on or with respect to the Notes or the Note Guarantees;
(ix) after the Company's obligation to purchase the Notes arises under
this Indenture, amend, change or modify the obligation of the Company to
make and consummate an Asset Sale Offer with respect to any Asset Sale in
accordance with Section 4.10 or the obligation of the Company to make and
consummate a Change of Control Offer in the event of a Change of Control in
accordance with Section 4.14, including, in each case, amending, changing
or modifying any definition relating thereto;
(x) amend or modify any of the provisions of this Indenture or the
related definitions affecting the subordination or ranking of the Notes or
any Note Guarantee in any manner adverse to the Holders of the Notes or any
Note Guarantee; or
(xi) make any change in the preceding amendment and waiver provisions.
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Section 9.03. Compliance with Trust Indenture Act.
Every amendment or supplement to this Indenture or the Notes shall be
set forth in a document that complies with the TIA as then in effect.
Section 9.04. Revocation and Effect of Consents.
Until an amendment, supplement or waiver becomes effective, a consent
to it by a Holder of a Note is a continuing consent by the Holder of a Note and
every subsequent Holder of a Note or portion of a Note that evidences the same
debt as the consenting Holder's Note, even if notation of the consent is not
made on any Note. However, any such Holder of a Note or subsequent Holder of a
Note may revoke the consent as to its Note if the Trustee receives written
notice of revocation before the date the waiver, supplement or amendment becomes
effective. An amendment, supplement or waiver becomes effective in accordance
with its terms and thereafter binds every Holder.
Section 9.05. Notation on or Exchange of Notes.
(a) The Trustee may place an appropriate notation about an amendment,
supplement or waiver on any Note thereafter authenticated. The Company in
exchange for all Notes may issue and the Trustee shall, upon receipt of an
Authentication Order, authenticate new Notes that reflect the amendment,
supplement or waiver.
(b) Failure to make the appropriate notation or issue a new Note shall
not affect the validity and effect of such amendment, supplement or waiver.
Section 9.06. Trustee to Sign Amendments, Etc.
The Trustee shall sign any amendment or supplement to this Indenture
or any Note authorized pursuant to this Article Nine if the amendment or

supplement does not adversely affect the rights, duties, liabilities or
immunities of the Trustee. The Company may not sign an amendment or supplemental
Indenture or Note until its Board of Directors approves it. In executing any
amendment or supplement or Note, the Trustee shall be entitled to receive and
(subject to Section 7.01 hereof) shall be fully protected in relying upon an
Officers' Certificate and an Opinion of Counsel stating that the execution of
such amendment or supplement is authorized or permitted by this Indenture.
ARTICLE TEN
SUBORDINATION OF NOTES
Section 10.01. Agreement to Subordinate. The Company and each Guarantor (by
execution of a Note Guarantee) agrees, and the Trustee, by acceptance of its
appointment as trustee under this Indenture, and each Holder by accepting a Note
agrees, that the Indebtedness and Obligations (i) of the Company evidenced by
the Notes, this Indenture and the Registration Rights Agreement, all as amended,
supplemented or restated from time to time, are subordinated in right of
payment, to the extent and in the manner provided in this Article Ten, to the
prior payment in full in cash of all Senior Debt of the Company (whether
outstanding on the date hereof or hereafter created, incurred, assumed or
guaranteed), and (ii) of a Guarantor evidenced by the Note
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Guarantee of such Guarantor, as amended, supplemented or restated from time to
time, are subordinated in right of payment, to the extent and in the manner
provided in this Article Ten, to the prior payment in full in cash of all Senior
Debt of such Guarantor (whether outstanding on the date hereof or hereafter
created, incurred, assumed or guaranteed), and that, in each case, the
subordination is for the benefit of the holders of Senior Debt of the Company or
such Guarantor, as the case may be. For purposes of this Article Ten, the
Company and the Guarantors are referred to as the "Obligors," and each an
"Obligor," and the Indebtedness and Obligations of the Company evidenced by the
Notes, this Indenture and the Registration Rights Agreement and the Note
Guarantee of the Guarantors, all as amended, supplemented or restated from time
to time, are referred to as the "Subordinated Debt."
Section 10.02. Liquidation; Dissolution; Bankruptcy. The holders of Senior Debt
of an Obligor will be entitled to receive payment in full in cash of all
Obligations owing in respect of the Senior Debt of such Obligor (whether or not
then due and payable) before the Trustee or the holders of Subordinated Debt of
such Obligor will be entitled to receive any payment, whether in cash, property
or securities, with respect to the Subordinated Debt (except that holders of
Subordinated Debt may receive and retain Permitted Junior Securities and
payments made from the trust pursuant to Article Eight hereof), in the event of
any payment or distribution to creditors of such Obligor: (i) in a liquidation,
dissolution or winding up of such Obligor; (ii) in a bankruptcy, reorganization,
insolvency, receivership or similar proceeding (whether voluntary or
involuntary) relating to such Obligor or its property; (iii) in an assignment by
such Obligor for the benefit of its creditors; or (iv) in any marshaling of such
Obligor's assets and liabilities.
Section 10.03. Default on Designated Senior Debt. No Obligor may make, and
neither the Trustee nor any holder of Subordinated Debt of an Obligor may
accept, any payment in respect of the Subordinated Debt of such Obligor (except
in Permitted Junior Securities or from the trust pursuant to Article Eight
hereof):
(a) (1) in the event of and during the continuation of any default in
the payment of principal of, interest or premium, if any, on or any other amount
due with respect to any Designated Senior Debt (without regard to any grace or
cure period) or (2) in the event that any event of default (other than a payment
default described in clause (1)) with respect to any Designated Senior Debt
shall have occurred and be continuing and shall have resulted in such Designated
Senior Debt becoming or being declared due and payable prior to the date on
which it would otherwise have become due and payable; or
(b) if any event of default other than as described in Section
10.03(a) above with respect to any Designated Senior Debt shall have occurred
and be continuing permitting the holders of such Designated Senior Debt (or
their Representative or Representatives) to declare such Designated Senior Debt
due and payable prior to the date on which it would otherwise have become due
and payable (whether or not such Designated Senior Debt actually becomes or is
declared due and payable prior to the date on which it would otherwise have
become due and payable):
(i) in case of any payment default or acceleration specified in clause
(a), unless and until such default shall have been cured or waived or such
acceleration shall have been rescinded or annulled, or
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(ii) in case of any nonpayment event of default specified in Section

10.03(b), during the period (a "Payment Blockage Period") commencing on the
date the Trustee receives written notice (a "Payment Blockage Notice") of
such event of default from the requisite holders or a Representative of the
holders of such Designated Senior Debt and ending on the earlier of:
(A) (x) the date, if any, on which such Designated Senior Debt to
which such default relates is paid in full in cash and all commitments
and letters or credit thereunder have terminated or expired or (y) the
date such default is cured or waived in writing in accordance with the
instruments governing such Designated Senior Debt by the holders of
such Designated Senior Debt; and
(B) 179 days after such date.
(c) No new Payment Blockage Notice may be delivered to the Trustee
that would start a new Payment Blockage Period unless and until: (i) 360 days
have elapsed since the delivery of the immediately prior Payment Blockage
Notice; and (ii) all scheduled payments of principal, interest and premium and
Liquidated Damages, if any, on the Notes that have come due (other than as a
result of any acceleration of the Notes and other than as a result of any
purchase or repurchase of the Notes under Section 4.10 or 4.14 to the extent
such repurchase is prohibited by Section 10.14) have been paid in full in cash.
No nonpayment default which existed or was continuing with respect to the
Designated Senior Debt on the date of delivery of any Payment Blockage Notice to
the Trustee shall be or be made the basis for the commencement of any subsequent
Payment Blockage Notice unless such first-mentioned nonpayment default has been
cured or waived for a period of not less than 90 days.
Section 10.04. Acceleration of Securities. If payment of the Notes is
accelerated because of an Event of Default, the Company shall promptly notify
the holders of Senior Debt of the acceleration.
Section 10.05. When Distribution Must Be Paid Over. In the event that the
Trustee or any holder of Subordinated Debt of an Obligor receives any payment in
respect of Subordinated Debt of such Obligor (except in Permitted Junior
Securities or from the trust pursuant to Article Eight hereof) at a time when
such payment is prohibited by this Article Ten, such payment shall be held by
the Trustee or such holder, as applicable, in trust for the benefit of, and
shall be paid forthwith over and delivered to the holders of Senior Debt of such
Obligor as their interests may appear or their Representative, as their
respective interests may appear, for application to the payment of all Senior
Debt of such Obligor remaining unpaid to the extent necessary to pay such Senior
Debt in full in cash in accordance with their terms, after giving effect to any
concurrent payment or distribution to or for the holders of Senior Debt of such
Obligor.
With respect to the holders of Senior Debt, the Trustee undertakes to
perform only such obligations on the part of the Trustee as are specifically set
forth in this Article Ten and elsewhere in this Indenture, and no implied
covenants or obligations with respect to the holders of Senior Debt shall be
read into this Indenture against the Trustee. The Trustee shall not be deemed to
owe any fiduciary duty to the holders of Senior Debt.
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All money and U.S. Government Obligations deposited in trust with the
Trustee pursuant to and in accordance with Article Eleven shall be for the sole
benefit of the Holders and shall not be subject to this Article Ten. Otherwise,
any deposit of assets by an Obligor with the Trustee or any Paying Agent
(whether or not in trust) for the payment of any Subordinated Debt shall be
subject to the provisions of this Article Ten; provided that, if prior to the
second Business Day preceding the date on which by the terms of this Indenture
any such assets may become distributable for any purpose (including without
limitation, the payment of either principal of or interest on any Note) the
Trustee or such Paying Agent shall not have received with respect to such assets
the written notice provided for in Section 10.11, then the Trustee or such
Paying Agent shall have full power and authority to receive such assets and to
apply the same to the purpose for which they were received, and shall not be
affected by any notice to the contrary which may be received by it on or after
such date. The preceding sentence shall be construed solely for the benefit of
the Trustee and each Paying Agent and shall not otherwise affect the rights of
holders of Senior Debt or the obligations of holders of Subordinated Debt or the
Obligors under this Article Ten.
Section 10.06. Notice by the Company. The Company shall promptly notify the
Trustee and the Paying Agent in writing of any facts known to the Company that
would cause a payment of any Obligations with respect to the Subordinated Debt
to violate this Article Ten, but failure to give such notice shall not affect
the subordination of the Subordinated Debt to the Senior Debt as provided in
this Article Ten.
Section 10.07. Subrogation. After all Senior Debt of an Obligor is paid in full
in cash and until the Subordinated Debt of such Obligor is paid in full and all
commitments and letters of credit thereunder have terminated or expired, holders

of Subordinated Debt of such Obligor shall be subrogated (equally and ratably
with holders of all other Indebtedness pari passu with the Subordinated Debt of
such Obligor to the extent distributions payable to such holders were applied to
the payment of Senior Debt of such Obligor) to the rights of holders of Senior
Debt of such Obligor to receive distributions applicable to Senior Debt of such
Obligor to the extent that distributions otherwise payable to the holders of
Subordinated Debt of such Obligor have been applied to the payment of Senior
Debt of such Obligor. A distribution made under this Article Ten to holders of
Senior Debt of an Obligor that otherwise would have been made to holders of
Subordinated Debt of such Obligor is not, as between such Obligor and holders of
Subordinated Debt of such Obligor, a payment by such Obligor on the Subordinated
Debt.
Section 10.08. Relative Rights. This Article Ten defines the relative rights of
holders of Subordinated Debt of an Obligor and holders of Senior Debt of such
Obligor. Nothing in this Indenture shall:
(a) impair, as between an Obligor and Holders of Notes, the obligation
of such Obligor, which is absolute and unconditional, to pay principal of and
interest on the Notes in accordance with their terms;
(b) affect the relative rights of holders of Subordinated Debt of an
Obligor and creditors of such Obligor other than their rights in relation to
holders of Senior Debt of such Obligor; or
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(c) prevent the Trustee or any holder of Subordinated Debt of an
Obligor from exercising its available remedies upon a Default or Event of
Default, subject to the rights of holders and owners of Senior Debt of such
Obligor to receive distributions and payments otherwise payable to holders of
Subordinated Debt of such Obligor.
If an Obligor fails because of this Article Ten to pay principal of or
interest on a Note on the due date, the failure is still a Default or Event of
Default.
Section 10.09. Subordination May Not Be Impaired by an Obligor. No right of any
present or future holder of any Senior Debt or any Representative thereof to
enforce the subordination provisions in this Article Ten shall at any time in
any way be prejudiced or impaired by any act or failure to act on the part of
any Obligor or by any act or failure to act by any such holder, or by any
noncompliance by any Obligor with the terms of this Indenture or any Note
Guarantee, regardless of any knowledge thereof which any such holder may have or
be otherwise charged with. The holders of Senior Debt may extend, renew, modify
or amend the terms of the Senior Debt or any security therefor and release, sell
or exchange such security and otherwise deal freely with any Obligor, all
without affecting the liabilities and obligations of the parties to this
Indenture or the Note Guarantees or the holders of Subordinated Debt.
Section 10.10. Distribution or Notice to Representative. Whenever a distribution
is to be made or a notice given to holders of Senior Debt, the distribution may
be made and the notice given to their Representative.
Upon any payment or distribution of assets of an Obligor referred to
in this Article Ten, the Trustee and the holders of Subordinated Debt of such
Obligor shall be entitled to rely upon any order or decree made by any court of
competent jurisdiction or upon any certificate of such Representative or of the
liquidating trustee or agent or other Person making any distribution to the
Trustee or to such holders of Subordinated Debt for the purpose of ascertaining
the Persons entitled to participate in such distribution, the holders of the
Senior Debt and other Indebtedness of such Obligor, the amount thereof or
payable thereon, the amount or amounts paid or distributed thereon and all other
facts pertinent thereto or to this Article Ten.
Section 10.11. Rights of Trustee and Paying Agent. Notwithstanding the
provisions of this Article Ten or any other provision of this Indenture, the
Trustee shall not be charged with knowledge of the existence of any facts that
would prohibit the making of any payment or distribution by the Trustee, unless
the Trustee shall have received at the Corporate Trust Office of the Trustee at
least five Business Days prior to the date of such payment written notice of
facts that would cause the payment of any Obligations with respect to the
Subordinated Debt to violate this Article Ten. Only the Company or the holders
of Designated Senior Debt or a Representative therefor may give the notice.
Nothing in this Article Ten shall impair the claims of, or payments to, the
Trustee under or pursuant to Section 7.07 hereof. Nothing in this Section 10.11
is intended to or shall relieve any holder of Subordinated Debt from the
obligations imposed under this Article Ten with respect to money or other
distributions received in violation of the provisions of this Article Ten.
The Trustee in its individual or any other capacity may hold Senior
Debt with the same rights it would have if it were not Trustee. Any Agent may do
the same with like rights.
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Section 10.12. Authorization to Effect Subordination. Each holder of
Subordinated Debt, by the holder's acceptance thereof, authorizes and directs
the Trustee on such holder's behalf to take such action as may be necessary or
appropriate to effectuate the subordination as provided in this Article Ten, and
appoints the Trustee to act as such holder's attorney-in-fact for any and all
such purposes. If the Trustee does not file a proper proof of claim or proof of
debt in the form required in any proceeding referred to in Section 6.09 hereof
at least 30 days before the expiration of the time to file such claim, the agent
under the Credit Agreement are hereby authorized to file an appropriate claim
for and on behalf of the holders of the Subordinated Debt.
Section 10.13. Payment. A payment with respect to Subordinated Debt shall
include, without limitation, payment of principal of (and premium, if any) and
interest (including Liquidated Damages) on any Note, any depositing of funds
under Article Eleven, any payment on account of any mandatory or optional
repurchase or redemption of any Note (including payments pursuant to Article
Three or Section 4.10 or Section 4.14) and any payment or recovery on any claim
(whether for rescission damages and whether based on contract, tort, duty
imposed by law, or any other theory of liability) relating to or arising out of
the offer, sale or purchase of any Note, provided that any such payment,
deposit, other payment or recovery (i) not prohibited pursuant to this Article
Ten at the time actually made shall not be subject to any recovery by any holder
of Senior Debt or Representative therefor or other Person pursuant to this
Article Ten at any time thereafter and (ii) made by or from any Person other
than an Obligor shall not be subject to any recovery by any holder of Senior
Debt of such Obligor or Representative therefor or other Person pursuant to this
Article Ten at any time thereafter except to the extent such Person recovers any
such amount paid from such Obligor, whether pursuant to rights of indemnity,
rescission or otherwise.
Section 10.14. Repurchase of Notes. No Obligor shall make, and neither the
Trustee nor any holder of Subordinated Debt may accept from any Obligor, any
payment in respect of any purchase or repurchase of the Notes pursuant to
Sections 4.10 or 4.14 of this Indenture, unless the Company shall first have
either repaid all outstanding Senior Debt and terminated all commitments and
letters of credit thereunder or obtained the requisite consents, if any, under
all agreements governing outstanding Senior Debt, to permit such purchase or
repurchase.
ARTICLE ELEVEN
SATISFACTION AND DISCHARGE
Section 11.01. Satisfaction and Discharge.
(a) This Indenture shall be discharged and shall cease to be of
further effect as to all Notes issued thereunder, when:
(i) either:
(A) all Notes that have been authenticated (except lost, stolen
or destroyed Notes that have been replaced or paid and Notes for whose
payment money has theretofore been deposited in trust and thereafter
repaid to the Company) have been delivered to the Trustee for
cancellation; or
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(B) all Notes that have not been delivered to the Trustee for
cancellation have become due and payable by reason of the sending of a
notice of redemption or otherwise or will become due and payable
within one year and the Company or any Guarantor has irrevocably
deposited or caused to be deposited with the Trustee as trust funds in
trust solely for the benefit of the Holders, cash in U.S. dollars,
non-callable Government Securities, or a combination thereof, in such
amounts as will be sufficient without consideration of any
reinvestment of interest, to pay and discharge the entire indebtedness
on the Notes not delivered to the Trustee for cancellation for
principal, premium and Liquidated Damages, if any, and accrued
interest to the date of maturity or redemption;
(ii) no Default or Event of Default shall have occurred and be
continuing on the date of any deposit referred to in clause (a)(i)(B) or
shall occur as a result of such deposit and such deposit will not result in
a breach or violation of, or constitute a default under, any other
instrument to which the Company or any Subsidiary of the Company is a party
or by which the Company or any Subsidiary of the Company is bound;
(iii) the Company has paid or caused to be paid all sums payable by it
under this Indenture; and
(iv) the Company has delivered irrevocable instructions to the Trustee

under this Indenture to apply the deposited money toward the payment of the
Notes at maturity or the redemption date, as the case may be.
(b) In addition, the Company must deliver an Officers' Certificate and
an Opinion of Counsel (which opinion may be subject to customary assumptions and
exclusions) to the Trustee stating that all conditions precedent to satisfaction
and discharge have been satisfied.
(c) Notwithstanding the above, the Trustee shall pay to the Company
from time to time upon its request any cash or Government Securities held by it
as provided in this section which, in the opinion of a nationally recognized
firm of independent public accountants expressed in a written certification
delivered to the Trustee, are in excess of the amount thereof that would then be
required to be deposited to effect a satisfaction and discharge under this
Article Eleven.
Section 11.02. Deposited Money and Government Securities to Be Held in Trust;
Other Miscellaneous Provisions.
Subject to Section 11.03 hereof, all money and non-callable Government
Securities (including the proceeds thereof) deposited with the Trustee pursuant
to Section 11.01 hereof in respect of the outstanding Notes shall be held in
trust and applied by the Trustee, in accordance with the provisions of such
Notes and this Indenture, to the payment, either directly or through any Paying
Agent (including the Company acting as Paying Agent) as the Trustee may
determine, to the Holders of such Notes of all sums due and to become due
thereon in respect of principal, premium and Liquidated Damages, if any, and
interest, but such money need not be segregated from other funds except to the
extent required by law.
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Section 11.03. Repayment to the Company.
Any money deposited with the Trustee or any Paying Agent, or then held
by the Company, in trust for the payment of the principal of, premium and
Liquidated Damages, if any, or interest on any Note and remaining unclaimed for
two years after such principal, and premium or Liquidated Damages, if any, or
interest has become due and payable shall be paid to the Company on its request
or (if then held by the Company) shall be discharged from such trust; and the
Holder of such Note shall thereafter look only to the Company for payment
thereof, and all liability of the Trustee or such Paying Agent with respect to
such trust money, and all liability of the Company as trustee thereof, shall
thereupon cease; provided, however, that the Trustee or such Paying Agent,
before being required to make any such repayment, may at the expense of the
Company cause to be published once, in the New York Times or The Wall Street
Journal (national edition), notice that such money remains unclaimed and that,
after a date specified therein, which shall not be less than 30 days from the
date of such notification or publication, any unclaimed balance of such money
then remaining shall be repaid to the Company.
ARTICLE TWELVE
MISCELLANEOUS
Section 12.01. Trust Indenture Act Controls.
If any provision of this Indenture limits, qualifies or conflicts with
the duties imposed by TIA (S) 318(c), the imposed duties shall control.
Section 12.02. Notices.
(a) Any notice or communication by the Company or any Guarantor, on
the one hand, or the Trustee on the other hand, to the other is duly given if in
writing and delivered in Person or mailed by first class mail (registered or
certified, return receipt requested), telecopier or overnight air courier
guaranteeing next day delivery, to the others' address:
If to the Company or any Guarantor:
Monitronics International, Inc.
12801 Stemmons Freeway, Suite 821
Dallas, Texas 75234
Facsimile: (912) 919-1985
Attention: Michael Meyers, Chief Financial Officer
with a copy to:
Vinson & Elkins L.L.P.
3700 Trammell Crow Center
2001 Ross Avenue
Dallas, Texas 75021
Facsimile: (214) 999-7714
Attention: Christine Hathaway, Esq.
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If to the Trustee:
The Bank of New York Trust Company of Florida, N.A.
600 Pearl Street, Suite 420
Dallas, Texas 75201
Facsimile: (214) 880-8241
Attention: Patrick T. Giordano
(b) The Company the Guarantors or the Trustee, by notice to the others
may designate additional or different addresses for subsequent notices or
communications.
(c) All notices and communications (other than those sent to Holders)
shall be deemed to have been duly given: at the time delivered by hand, if
personally delivered; three Business Days after being deposited in the mail,
postage prepaid, if mailed; when receipt acknowledged, if telecopied; and the
next Business Day after timely delivery to the courier, if sent by overnight air
courier guaranteeing next day delivery. The Trustee may accept signatures to
original documents to the same effect as if it had received the original of such
documents.
(d) Any notice or communication to a Holder shall be mailed by first
class mail, certified or registered, return receipt requested, or by overnight
air courier guaranteeing next day delivery to its address shown on the register
kept by the Registrar. Any notice or communication shall also be so mailed to
any Person described in TIA (S)313(c), to the extent required by the TIA.
Failure to mail a notice or communication to a Holder or any defect in it shall
not affect its sufficiency with respect to other Holders.
(e) If a notice or communication is mailed in the manner provided
above within the time prescribed, it is duly given, whether or not the addressee
receives it.
(f) If the Company mails a notice or communication to Holders, it
shall mail a copy to the Trustee and each Agent at the same time.
Section 12.03. Communication by Holders of Notes with Other Holders of Notes.
Holders may communicate pursuant to TIA (S)312(b) with other Holders
with respect to its rights under this Indenture or the Notes. The Company, the
Trustee, the Registrar and anyone else shall have the protection of TIA
(S)312(c).
Section 12.04. Certificate and Opinion as to Conditions Precedent.
Upon any request or application by the Company to the Trustee to take
any action under this Indenture, the Company shall furnish to the Trustee:
(i) an Officers' Certificate in form and substance reasonably
satisfactory to the Trustee (which shall include the statements set forth
in Section 12.05 hereof) stating that, in the opinion of the signers, all
conditions precedent and covenants, if any, provided for in this Indenture
relating to the proposed action have been satisfied; and
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(ii) an Opinion of Counsel in form and substance reasonably
satisfactory to the Trustee (which shall include the statements set forth
in Section 12.05 hereof) stating that, in the opinion of such counsel (who
may rely upon and Officers' Certificate as to matters of fact), all such
conditions precedent and covenants have been satisfied.
Section 12.05. Statements Required in Certificate or Opinion.
Each certificate or opinion with respect to compliance with a
condition or covenant provided for in this Indenture (other than a certificate
provided pursuant to TIA (S)314(a)(4)) shall comply with the provisions of TIA
(S)314(e) and shall include:
(i) a statement that the Person making such certificate or opinion has
read such covenant or condition;
(ii) a brief statement as to the nature and scope of the examination
or investigation upon which the statements or opinions contained in such
certificate or opinion are based;
(iii) a statement that, in the opinion of such Person, he or she has
made such examination or investigation as is necessary to enable him to
express an informed opinion as to whether or not such covenant or condition
has been satisfied; and

(iv) a statement as to whether or not, in the opinion of such Person,
such condition or covenant has been satisfied.
Section 12.06. Rules by Trustee and Agents.
The Trustee may make reasonable rules for action by or at a meeting of
Holders. The Registrar or Paying Agent may make reasonable rules and set
reasonable requirements for its functions.
Section 12.07. No Personal Liability of Directors, Officers, Employees and
Stockholders.
No director, officer, employee, incorporator or stockholder of the
Company or any Guarantor, as such, shall have any liability for any obligations
of the Company or the Guarantors under the Notes, this Indenture, the Note
Guarantees or for any claim based on, in respect of, or by reason of, such
obligations or their creation. Each Holder of Notes by accepting a Note waives
and releases all such liability. This waiver and release are part of the
consideration for issuance of the Notes. The waiver may not be effective to
waive liabilities under the federal securities laws.
Section 12.08. Governing Law.
THE LAWS OF THE STATE OF NEW YORK SHALL GOVERN AND BE USED TO CONSTRUE
THIS INDENTURE, THE NOTES AND THE NOTE GUARANTEES.
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Section 12.09. Consent to Jurisdiction.
Any legal suit, action or proceeding arising out of or based upon this
Indenture or the transactions contemplated hereby ("Related Proceedings") may be
instituted in the federal courts of the United States of America located in the
City of New York or the courts of the State of New York in each case located in
the City of New York (collectively, the "Specified Courts"), and each party
irrevocably submits to the non-exclusive jurisdiction of such courts in any such
suit, action or proceeding. Service of any process, summons, notice or document
by mail (to the extent allowed under any applicable statute or rule of court) to
such party's address set forth above shall be effective service of process for
any suit, action or other proceeding brought in any such court. The parties
irrevocably and unconditionally waive any objection to the laying of venue of
any suit, action or other proceeding in the Specified Courts and irrevocably and
unconditionally waive and agree not to plead or claim in any such court has been
brought in an inconvenient forum.
Section 12.10. No Adverse Interpretation of Other Agreements.
This Indenture may not be used to interpret any other indenture, loan
or debt agreement of the Company or any of its Subsidiaries or of any other
Person. Any such indenture, loan or debt agreement may not be used to interpret
this Indenture.
Section 12.11. Successors.
All agreements of the Company or any Guarantor in this Indenture and
the Notes shall bind its successors. All agreements of the Trustee in this
Indenture shall bind its successors.
Section 12.12. Severability.
In case any provision in this Indenture or the Notes shall be invalid,
illegal or unenforceable, the validity, legality and enforceability of the
remaining provisions shall not in any way be affected or impaired thereby.
Section 12.13. Counterpart Originals.
The parties may sign any number of copies of this Indenture. Each
signed copy shall be an original, but all of them together represent the same
agreement.
Section 12.14. Acts of Holders.
(a) Any request, demand, authorization, direction, notice, consent,
waiver or other action provided by this Indenture to be given or taken by the
Holders may be embodied in and evidenced by one or more instruments of
substantially similar tenor signed by such Holders in person or by agents duly
appointed in writing; and, except as herein otherwise expressly provided, such
action shall become effective when such instrument or instruments are delivered
to the Trustee and, where it is hereby expressly required, to the Company. Such
instrument or instruments (and the action embodied therein and evidenced
thereby) are herein sometimes referred to as the "Act" of the Holders signing
such instrument or instruments. Proof of
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execution of any such instrument or of a writing appointing any such agent shall
be sufficient for any purpose of this Indenture and conclusive in favor of the
Trustee and the Company if made in the manner provided in this Section 12.14.
(b) The fact and date of the execution by any Person of any such
instrument or writing may be proved by the affidavit of a witness of such
execution or by a certificate of a notary public or other officer authorized by
law to take acknowledgments of deeds, certifying that the individual signing
such instrument or writing acknowledged to such witness, notary or officer the
execution thereof. Where such execution is by a signer acting in a capacity
other than his individual capacity, such certificate or affidavit shall also
constitute sufficient proof of authority. The fact and date of the execution of
any such instrument or writing, or the authority of the Person executing the
same, may also be proved in any other manner which the Trustee deems sufficient.
(c) Notwithstanding anything to the contrary contained in this Section
12.14, the principal amount and serial numbers of Notes held by any Holder, and
the date of holding the same, shall be proved by the register of the Notes
maintained by the Registrar as provided in Section 2.04 hereof.
(d) If the Company shall solicit from the Holders of the Notes any
request, demand, authorization, direction, notice, consent, waiver or other Act,
the Company may, at its option, by or pursuant to a resolution of its Board of
Directors, fix in advance a record date for the determination of Holders
entitled to give such request, demand, authorization, direction, notice,
consent, waiver or other Act, but the Company shall have no obligation to do so.
Notwithstanding TIA (S)316(c), such record date shall be the record date
specified in or pursuant to such resolution, which shall be a date not earlier
than the date 30 days prior to the first solicitation of Holders generally in
connection therewith or the date of the most recent list of Holders forwarded to
the Trustee prior to such solicitation pursuant to Section 2.06 hereof and not
later than the date such solicitation is completed. If such a record date is
fixed, such request, demand, authorization, direction, notice, consent, waiver
or other Act may be given before or after such record date, but only the Holders
of record at the close of business on such record date shall be deemed to be
Holders for the purposes of determining whether Holders of the requisite
proportion of the then outstanding Notes have authorized or agreed or consented
to such request, demand, authorization, direction, notice, consent, waiver or
other Act, and for that purpose the then outstanding Notes shall be computed as
of such record date; provided that no such authorization, agreement or consent
by the Holders on such record date shall be deemed effective unless it shall
become effective pursuant to the provisions of this Indenture not later than
eleven months after the record date.
(e) Any request, demand, authorization, direction, notice, consent,
waiver or other Act of the Holder of any Note shall bind every future Holder of
the same Note and the Holder of every Note issued upon the registration or
transfer thereof or in exchange therefor or in lieu thereof in respect of
anything done, omitted or suffered to be done by the Trustee or the Company in
reliance thereon, whether or not notation of such action is made upon such Note.
(f) Without limiting the foregoing, a Holder entitled hereunder to
take any action hereunder with regard to any particular Note may do so itself
with regard to all or any part of the
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principal amount of such Note or by one or more duly appointed agents each of
which may do so pursuant to such appointment with regard to all or any part of
such principal amount.
Section 12.15. Intercreditor and Subordination Agreement.
The Trustee is hereby authorized and directed to enter into the
Intercreditor and Subordination Agreement, and to execute such agreement as
attorney-in-fact on behalf of the Holders, and take any and all actions required
or permitted by the terms thereof. With respect to any amendment or modification
of any provision of the Intercreditor and Subordination Agreement, or the giving
of any consent with respect thereto, the Trustee will act upon the direction of
Holders of a majority in principal amount of the then outstanding Notes.
Section 12.16. Benefit of Indenture.
Nothing, in this Indenture or in the Notes, express or implied, shall
give to any Person, other than the parties hereto, any Paying Agent, any
Registrar and its successors hereunder, and the Holders, any benefit or any
legal or equitable right, remedy or claim under this Indenture.
Section 12.17. Table of Contents, Headings, Etc.
The Table of Contents, Cross-Reference Table and Headings of the
Articles and Sections of this Indenture have been inserted for convenience of

reference only, are not to be considered a part of this Indenture and shall in
no way modify or restrict any of the terms or provisions hereof.
[REMAINDER OF PAGE INTENTIONALLY LEFT BLANK]
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SIGNATURES
MONITRONICS INTERNATIONAL, INC.
By: /s/ James R. Hull
-------------------------------------------Name: James R. Hull
Title: President and Chief Executive Officer
THE BANK OF NEW YORK TRUST
COMPANY OF FLORIDA, N.A.,
Trustee
By:
-------------------------------------------Name:
Title:
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EXHIBIT A
[Face of Note]
[INSERT APPROPRIATE LEGENDS]
A-1
CUSIP [
No.

]

**$

**
--------

MONITRONICS INTERNATIONAL, INC.
11 3/4% Senior Subordinated Notes due 2010
Issue Date:
Monitronics International, Inc., a Texas corporation (the "Company",
which term includes any successor under this Indenture hereinafter referred to),
for value received, promises to pay to
, or its registered assigns, the
-----principal sum of [Amount of Note] ($______) on September 1, 2010.
Interest Payment Dates:
Record Dates:

March 1 and September 1, commencing March 1, 2004.

February 15 and August 15.

Reference is hereby made to the further provisions of this Note set
forth on the reverse hereof, which further provisions shall for all purposes
have the same effect as if set forth at this place.
[ATTACH NOTATION OF GUARANTEE FOR EACH GUARANTOR]
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IN WITNESS WHEREOF, the Company has caused this Note to be signed
manually or by facsimile by its duly authorized officers.
MONITRONICS INTERNATIONAL, INC.
By:
-----------------------------------Name:
Title:
By:
------------------------------------

Name:
Title:
(Trustee's Certificate of Authentication)
This is one of the 11 3/4% Senior Subordinated Notes due 2010 described in the
within-mentioned Indenture.
Dated:
THE BANK OF NEW YORK TRUST COMPANY OF FLORIDA, N.A.,
as Trustee
By:
---------------------------------Authorized Signatory
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[Reverse Side of Note]
MONITRONICS INTERNATIONAL, Inc.
11 3/4% Senior Subordinated Notes due 2010
Capitalized terms used herein shall have the meanings assigned to them
in the Indenture referred to below unless otherwise indicated.
1. Interest. The Company promises to pay interest on the principal
amount of this Note at 11 3/4% per annum from the date hereof until maturity and
shall pay the Liquidated Damages, if any, payable pursuant to Section 5 of the
Registration Rights Agreement referred to below. The Company shall pay interest
and Liquidated Damages, if any, semi-annually in arrears on March 1 and
September 1 of each year, or if any such day is not a Business Day, on the next
succeeding Business Day (each an "Interest Payment Date"). Interest on the Notes
shall accrue from the most recent date to which interest has been paid or, if no
interest has been paid, from the date of original issuance; provided that if
there is no existing Default in the payment of interest, and if this Note is
authenticated between a record date referred to on the face hereof and the next
succeeding Interest Payment Date, interest shall accrue from such next
succeeding Interest Payment Date; provided further that the first Interest
Payment Date shall be March 1, 2004. The Company shall pay interest (including
post-petition interest in any proceeding under any Bankruptcy Law) on overdue
principal and premium, if any, from time to time on demand at a rate that is 1%
per annum in excess of the rate then in effect; it shall pay interest (including
post-petition interest in any proceeding under any Bankruptcy Law) on overdue
installments of interest and Liquidated Damages (without regard to any
applicable grace periods) from time to time on demand at the same rate to the
extent lawful. Interest shall be computed on the basis of a 360-day year of
twelve 30-day months.
2. Method of Payment. The Company shall pay interest on the Notes
(except defaulted interest) and Liquidated Damages, if any, to the Persons who
are Holders of Notes at the close of business on the record date immediately
preceding the Interest Payment Date, even if such Notes are canceled after such
record date and on or before such Interest Payment Date, except as provided in
Section 2.13 of the Indenture with respect to defaulted interest. The Notes
shall be payable as to principal, premium and Liquidated Damages, if any, and
interest at the office or agency of the Company maintained for such purpose in
The City of New York, or, at the option of the Company, payment of interest and
Liquidated Damages, if any, may be made by check mailed to the Holders at their
addresses set forth in the register of Holders, and provided that payment by
wire transfer of immediately available funds shall be required with respect to
principal of and interest, premium and Liquidated Damages, if any, on, all
Global Notes and to any Holder of $1.0 million or more of Notes which shall have
provided wire transfer instructions to the Company or the Paying Agent. Such
payment shall be in such coin or currency of the United States of America as at
the time of payment is legal tender for payment of public and private debts.
3. Paying Agent and Registrar. Initially, the Trustee under the
Indenture shall act as Paying Agent and Registrar. The Company may change any
Paying Agent or Registrar
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without notice to any Holder. The Company or any of its Subsidiaries may act in
any such capacity.
4. Indenture. The Company issued the Notes under an Indenture dated as
of August 25, 2003 ("Indenture") among the Company, and the Trustee. The terms
of the Notes include those stated in the Indenture and those made part of the

Indenture by reference to the Trust Indenture Act of 1939, as amended. The Notes
are subject to all such terms, and Holders are referred to the Indenture and
such Act for a statement of such terms. To the extent any provision of this Note
conflicts with the express provisions of the Indenture, the provisions of the
Indenture shall govern and be controlling. The Indenture pursuant to which this
Note is issued provides that an unlimited aggregate principal amount of
Additional Notes may be issued thereunder.
5. Subordination. The Notes are general senior subordinated unsecured
obligations of the Company, subordinated in right of payment to all Senior Debt
of the Company as set forth in Article Ten of the Indenture. Each Holder of a
Note, by accepting the same, (a) agrees to and shall be bound by Article Ten of
the Indenture and (b) appoints the Trustee as attorney-in-fact of such Holder
for any and all such purposes.
6. Optional Redemption. (a) Except as set forth in paragraph 6(b) and
6(c) below, the Company shall not have the option to redeem any Notes prior to
September 1, 2007. Thereafter, the Company shall have the option to redeem the
Notes, in whole or in part, upon not less than 30 nor more than 60 days' prior
notice, at the redemption prices (expressed as percentages of principal amount)
set forth below plus accrued and unpaid interest and Liquidated Damages, if any,
thereon to the applicable redemption date, if redeemed during the twelve-month
period beginning on September 1 of the years indicated below (subject to the
right of Holders on the relevant record date to receive interest and Liquidated
Damages due on the related interest payment date):
Year
- ---2007...............................................................
2008...............................................................
2009...............................................................

Percentage
---------108.000%
102.938%
100.000%

(b) Notwithstanding the foregoing, at any time prior to September 1,
2006, the Company may redeem up to 25% of the aggregate principal amount of
Notes issued under the Indenture (including additional Notes, if any, issued
subsequent to the Closing Date) at a redemption price equal to 111.750% of the
principal amount thereof, plus accrued and unpaid interest, if any, to the
redemption date, with the net cash proceeds of one or more offerings of Capital
Stock (other than Disqualified Stock) of the Company or of a Holding Company (to
the extent, in the case of a Holding Company, that the net cash proceeds thereof
are used to purchase Capital Stock (other than Disqualified Stock), or are
contributed to the common equity capital, of the Company); provided that (A) at
least 75% of the aggregate principal amount of the Notes remain outstanding
immediately after the occurrence of such redemption, excluding Notes held by the
Company and its Subsidiaries; and (B) the redemption must occur within 90 days
of the date of the closing of such offering.
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(c) In addition, at any time prior to September 1, 2007, the Company
may redeem all or part of the Notes upon not less than 30 days' nor more than 60
days' notice at a redemption price equal to the sum of (i) the principal amount
thereof, plus (ii) accrued and unpaid interest and Liquidated Damages, if any,
to the applicable date of redemption, plus (iii) the Applicable Premium.
7. Repurchase at Option of Holder. (a) If a Change of Control occurs,
each Holder of Notes shall have the right to require the Company to repurchase
all or any part (equal to $1,000 or an integral multiple thereof) of such
Holder's Notes pursuant to an offer by the Company (a "Change of Control Offer")
at an offer price (a "Change of Control Payment") in cash equal to 101% of the
aggregate principal amount of Notes repurchased plus accrued and unpaid
interest, if any, to the date of purchase. Within 30 days following any Change
of Control, the Company shall mail a notice to each Holder describing the
transaction or transactions that constitute the Change of Control and offering
to repurchase Notes on a date (the "Change of Control Payment Date") specified
in such notice, which shall be no earlier than 30 days and no later than 90 days
from the date such notice is mailed, pursuant to the procedures required by the
Indenture and described in such notice.
(b) Within 365 days after the receipt of any Net Proceeds from an
Asset Sale, the Company or any Restricted Subsidiary may apply such Net Proceeds
at its option: (i) to repay Senior Debt of the Company or any Guarantor, or any
Indebtedness of any Restricted Subsidiary that is not a Guarantor (and, in the
case of revolving credit Indebtedness, to reduce commitments with respect
thereto); or (ii) to the acquisition of a majority of the assets of a Permitted
Business, or a majority of the Voting Stock of a Person engaged in a Permitted
Business (provided that such Person will become on the date of acquisition
thereof a Restricted Subsidiary), the making of a capital expenditure or the
acquisition of other long-term assets (including, without limitation, security
monitoring accounts or agreements) that are used or useful in a Permitted
Business. Pending application of Net Proceeds pursuant to the Section 4.10 of
the Indenture, the Company may temporarily reduce revolving credit borrowings or
otherwise invest such Net Proceeds in any manner that is not prohibited by the
Indenture. Any Net Proceeds from Asset Sales that are not applied or invested as

provided in the next preceding sentence will be deemed to constitute "Excess
Proceeds." When the aggregate amount of Excess Proceeds exceeds $10.0 million,
the Company will be required to make an offer to all Holders of Notes and other
Indebtedness ranking on a parity with the Notes containing provisions similar to
those set forth in the Indenture with respect to offers to purchase with the
proceeds of sales of assets (an "Asset Sale Offer") to purchase the maximum
principal amount of Notes and other Indebtedness ranking on a parity with the
Notes, pro rata, that may be purchased out of the Excess Proceeds at an offer
price in cash in an amount equal to 100% of the principal amount thereof (or the
accreted value of such Indebtedness, if such other Indebtedness is issued at a
discount), plus accrued and unpaid interest, if any, thereon to the date of
purchase, in accordance with the procedures set forth in this Indenture. To the
extent that any Excess Proceeds remain after consummation of an Asset Sale
Offer, the Company may use such Excess Proceeds for any purpose not otherwise
prohibited by this Indenture. If the aggregate principal amount of Notes and
other Indebtedness ranking on a parity with the Notes tendered into such Asset
Sale Offer exceeds the amount of Excess Proceeds, the Trustee shall select the
Notes and other Indebtedness ranking on a parity with the Notes to be purchased
on a pro rata basis. Upon completion of such offer to purchase, the amount of
Excess Proceeds shall be reset at zero.
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8. Denominations, Transfer, Exchange. The Notes are in registered form
without coupons in denominations of $1,000 and integral multiples of $1,000. The
transfer of Notes may be registered and Notes may be exchanged as provided in
the Indenture. The Registrar and the Trustee may require a Holder, among other
things, to furnish appropriate endorsements and transfer documents and the
Company may require a Holder to pay any taxes and fees required by law or
permitted by the Indenture. The Company is not required to transfer or exchange
any Note selected for redemption. Also, the Company is not required to transfer
or exchange any Note for a period of 15 days before a selection of Notes to be
redeemed or between a record date and the corresponding interest payment date.
9. Persons Deemed Owners. The registered Holder of a Note will be
treated as its owner for all purposes.
10. Amendment, Supplement and Waiver. Subject to certain exceptions,
the Indenture or the Notes may be amended or supplemented with the consent of
the Holders of at least a majority in principal amount of the then outstanding
Notes (including, without limitation, consents obtained in connection with a
purchase of, or tender offer or exchange offer for, the Notes), and any past
default or compliance with any provisions may also be waived (except a default
in the payment of principal, premium or interest and certain covenants and
provisions of the Indenture which cannot be amended without the consent of each
Holder of an outstanding Note) with the consent of the Holders of at least a
majority in aggregate principal amount of the Notes then outstanding (including
consents obtained in connection with a purchase of, or tender offer or exchange
offer for, the Notes). Without the consent of any Holder of a Note, the
Indenture or the Notes may be amended or supplemented to, among other things,
cure any ambiguity, defect or inconsistency, or to make any change that does not
adversely affect the legal rights under the Indenture of any such Holder.
11. Defaults and Remedies. In the case of an Event of Default arising
from certain events of bankruptcy or insolvency, with respect to the Company or
any Significant Subsidiary of the Company (or any Restricted Subsidiaries that
together would constitute a Significant Subsidiary), all outstanding Notes will
become due and payable immediately without further action or notice. If any
other Event of Default occurs and is continuing, the Trustee or the Holders of
at least 25% in principal amount of the then outstanding Notes may declare all
the Notes to be due and payable immediately by notice in writing to the Company
specifying the Event of Default. Holders of the Notes may not enforce the
Indenture or the Notes except as provided in the Indenture. Subject to certain
limitations, Holders of a majority in principal amount of the then outstanding
Notes may direct the Trustee in its exercise of any trust or power. The Trustee
may withhold from Holders of the Notes notice of any Default or Event of Default
(except a Default or Event of Default relating to the payment of principal,
premium, interest or Liquidated Damages) if it determines that withholding
notice is in their interest. Holders of a majority in principal amount of the
then outstanding Notes by notice to the Trustee may, on behalf of the Holders of
all of the Notes, rescind and annul a declaration of acceleration pursuant to
Section 6.02 of the Indenture, and its consequences, and waive any related
existing Default or Event of Default if certain conditions are satisfied.
12. Trustee Dealings with Company. The Trustee, in its individual or
any other capacity, may make loans to, accept deposits from, and perform
services for the Company or its
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Affiliates, and may otherwise deal with the Company or its Affiliates, as if it
were not the Trustee.

13. No Recourse Against Others. No director, officer, employee,
incorporator or stockholder of the Company, as such, shall have any liability
for any obligations of the Company under the Notes or the Indenture, or for any
claim based on, in respect of, or by reason of, such obligations or their
creation. Each Holder of Notes by accepting a Note waives and releases all such
liability. The waiver and release are part of the consideration for issuance of
the Notes. The waiver may not be effective to waive liabilities under the
federal securities laws.
14. Authentication. This Note shall not be valid until authenticated
by the manual signature of the Trustee or an authenticating agent.
15. Additional Rights of Holders of Restricted Global Notes and
Restricted Definitive Notes. In addition to the rights provided to Holders under
the Indenture, Holders of Restricted Global Notes and Restricted Definitive
Notes shall have all the rights set forth in the Registration Rights Agreement
dated as of August 25, 2003, between the Company and the parties named on the
signature pages thereof or, in the case of Additional Notes, Holders of
Restricted Global Notes and Restricted Definitive Notes shall have the rights
set forth in one or more registration rights agreements, if any, between the
Company, the Guarantors and the other parties thereto, relating to rights given
by the Company and the Guarantors to the purchasers of Additional Notes (the
"Registration Rights Agreement").
16. CUSIP Numbers. Pursuant to a recommendation promulgated by the
Committee on Uniform Security Identification Procedures, the Company has caused
CUSIP numbers to be printed on the Notes and the Trustee may use CUSIP numbers
in notices of redemption as a convenience to Holders. No representation is made
as to the accuracy of such numbers either as printed on the Notes or as
contained in any notice of redemption and reliance may be placed only on the
other identification numbers placed thereon.
17. Copies of Documents. The Company shall furnish to any Holder upon
written request and without charge a copy of the Indenture and/or the
Registration Rights Agreement. Requests may be made to:
Monitronics International, Inc.
12801 Stemmons Freeway, Suite 821
Dallas, Texas 75234
Facsimile: (912) 919-1985
Attention: Michael Meyers, Chief Financial Officer
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Assignment Form
To assign this Note, fill in the form below:
(I) or (we) assign and transfer this Note to:
---------------------------------(Insert assignee's legal name)
- -------------------------------------------------------------------------------(Insert assignee's soc. sec. or tax I.D. no.)
- -------------------------------------------------------------------------------- -------------------------------------------------------------------------------- -------------------------------------------------------------------------------- -------------------------------------------------------------------------------(Print or type assignee's name, address and zip code)
and irrevocably appoint
-------------------------------------------------------to transfer this Note on the books of the Company. The agent may substitute
another to act for him.
Date:
-----------Your Signature:
---------------------------------(Sign exactly as your name appears
on the face of this Note)
Signature Guarantee*:
----------------------------

* Participant in a recognized Signature Guarantee Medallion Program (or other
signature guarantor acceptable to the Trustee).
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OPTION OF HOLDER TO ELECT PURCHASE
If you want to elect to have this Note purchased by the Company
pursuant to Section 4.10 or 4.14 of the Indenture, check the
appropriate box below:
[ ] Section 4.10

[ ] Section 4.14

If you want to elect to have only part of the Note purchased by the
Company pursuant to Section 4.10 or Section 4.14 of the Indenture, state the
amount you elect to have purchased:
$
----------------Date:
-------------------Your Signature:
---------------------------------(Sign exactly as your name appears
on the face of this Note)
Tax Identification No.:
------------------------Signature Guarantee*:
---------------------*

Participant in a recognized Signature Guarantee Medallion Program (or other
signature guarantor acceptable to the Trustee).
A-10
SCHEDULE OF EXCHANGES OF INTERESTS IN THE GLOBAL NOTE

The following exchanges of a part of this Global Note for an interest
in another Global Note or for a Definitive Note, or exchanges of a part of
another Global Note or Definitive Note for an interest in this Global Note, have
been made:
<TABLE>
<CAPTION>
Principal Amount at
Amount of Decrease in
Amount of Increase in
Maturity
Signature of
Principal Amount at
Principal Amount at
of this Global Note
Authorized Officer
Maturity
Maturity
Following such
of Trustee or
Date of Exchange
of this Global Note
of this Global Note
decrease (or increase)
Note Custodian
- ---------------------------------------------------------------------------------------------<S>
<C>
<C>
<C>
<C>

</TABLE>
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EXHIBIT B
FORM OF CERTIFICATE OF TRANSFER
Monitronics International, Inc.
12801 Stemmons Freeway, Suite 821
Dallas, Texas 75234
Facsimile:(912)919-1985
Attention: Michael Meyers, Chief Financial Officer
The Bank of New York Trust Company of Florida, N.A.
Corporate Trust Window
101 Barclay Street
New York, NY 10286
Attention: Bond Transfer Unit

Re: 11 3/4% Senior Subordinated Notes due 2010
Reference is hereby made to the Indenture, dated as of August 25, 2003
(the "Indenture"), between Monitronics International, Inc., a Texas corporation
(the "Company") and The Bank of New York Trust Company of Florida, N.A., as
trustee. Capitalized terms used but not defined herein shall have the meanings
given to them in the Indenture.
(the "Transferor") owns and proposes to transfer
------------------the Note[s] or interest in such Note[s] specified in Annex A hereto, in the
principal amount at maturity of $
in such Note[s] or interests (the
----------"Transfer"), to
(the "Transferee"), as further
--------------------------specified in Annex A hereto. In connection with the Transfer, the Transferor
hereby certifies that:
[CHECK ALL THAT APPLY]
[ ] 1. Check if Transferee will take delivery of a beneficial interest in
the 144A Global Note or a Definitive Note Pursuant to Rule 144A. The Transfer is
being effected pursuant to and in accordance with Rule 144A under the United
States Securities Act of 1933, as amended (the "Securities Act"), and,
accordingly, the Transferor hereby further certifies that the beneficial
interest or Definitive Note is being transferred to a Person that the Transferor
reasonably believed and believes is purchasing the beneficial interest or
Definitive Note for its own account, or for one or more accounts with respect to
which such Person exercises sole investment discretion, and such Person and each
such account is a "qualified institutional buyer" within the meaning of Rule
144A in a transaction meeting the requirements of Rule 144A and such Transfer is
in compliance with any applicable blue sky securities laws of any state of the
United States. Upon consummation of the proposed Transfer in accordance with the
terms of the Indenture, the transferred beneficial interest or Definitive Note
will be subject to the restrictions on transfer enumerated in the Private
Placement Legend printed on the 144A Global Note and/or the Definitive Note and
in the Indenture and the Securities Act.
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[ ] 2. Check if Transferee will take delivery of a beneficial interest in
a Legended Regulation S Global Note, or a Definitive Note pursuant to Regulation
S. The Transfer is being effected pursuant to and in accordance with Rule 903 or
Rule 904 under the Securities Act and, accordingly, the Transferor hereby
further certifies that (i) the Transfer is not being made to a person in the
United States and (x) at the time the buy order was originated, the Transferee
was outside the United States or such Transferor and any Person acting on its
behalf reasonably believed and believes that the Transferee was outside the
United States or (y) the transaction was executed in, on or through the
facilities of a designated offshore securities market and neither such
Transferor nor any Person acting on its behalf knows that the transaction was
prearranged with a buyer in the United States, (ii) no directed selling efforts
have been made in contravention of the requirements of Rule 903(b) or Rule
904(b) of Regulation S under the Securities Act, (iii) the transaction is not
part of a plan or scheme to evade the registration requirements of the
Securities Act and (iv) the transfer is not being made to a U.S. Person or for
the account or benefit of a U.S. Person. Upon consummation of the proposed
transfer in accordance with the terms of the Indenture, the transferred
beneficial interest or Definitive Note will be subject to the restrictions on
transfer enumerated in the Private Placement Legend printed on the Legended
Regulation S Global Note and/or the Definitive Note and in the Indenture and the
Securities Act.
[ ] 3. Check and complete if Transferee will take delivery of a Restricted
Definitive Note pursuant to any provision of the Securities Act other than Rule
144A or Regulation S. The Transfer is being effected in compliance with the
transfer restrictions applicable to beneficial interests in Restricted Global
Notes and Restricted Definitive Notes and pursuant to and in accordance with the
Securities Act and any applicable blue sky securities laws of any state of the
United States, and accordingly the Transferor hereby further certifies that
(check one):
[ ] (a) such Transfer is being effected to the Company or a subsidiary
thereof; or
[ ] (b) such Transfer is being effected to an Institutional Accredited
Investor and pursuant to an exemption from the registration requirements of the
Securities Act other than Rule 144A, Rule 144 or Rule 904, and the Transferor
hereby further certifies that it has not engaged in any general solicitation
within the meaning of Regulation D under the Securities Act and the Transfer
complies with the transfer restrictions applicable to beneficial interests in a
Restricted Global Note or Restricted Definitive Notes and the requirements of
the exemption claimed, which certification is supported by (1) a certificate

executed by the Transferee in the form of Exhibit D to the Indenture and (2) if
such transfer is in respect of an aggregate principal amount of Notes less than
$100,000, an Opinion of Counsel provided by the Transferor or the Transferee (a
copy of which the Transferor has attached to this certification), to the effect
that such Transfer is in compliance with the Securities Act. Upon consummation
of the proposed transfer in accordance with the terms of the Indenture, the
transferred beneficial interest or Definitive Note will be subject to the
restrictions on transfer enumerated in the Private Placement Legend printed on
the Definitive Notes and in the Indenture and the Securities Act.
4. Check if Transferee will take delivery of a beneficial interest in
an Unrestricted Global Note or of an Unrestricted Definitive Note.
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[ ] (a) Check if Transfer is Pursuant to Rule 144. (i) The Transfer is
being effected pursuant to and in accordance with Rule 144 under the Securities
Act and in compliance with the transfer restrictions contained in the Indenture
and any applicable blue sky securities laws of any state of the United States
and (ii) the restrictions on transfer contained in the Indenture and the Private
Placement Legend are not required in order to maintain compliance with the
Securities Act. Upon consummation of the proposed Transfer in accordance with
the terms of the Indenture, the transferred beneficial interest or Definitive
Note will no longer be subject to the restrictions on transfer enumerated in the
Private Placement Legend printed on the Restricted Global Notes, on Restricted
Definitive Notes and in the Indenture.
[ ] (b) Check if Transfer is Pursuant to Regulation S. (i) The Transfer is
being effected pursuant to and in accordance with Rule 903 or Rule 904 under the
Securities Act and in compliance with the transfer restrictions contained in the
Indenture and any applicable blue sky securities laws of any state of the United
States and, in the case of a transfer from a Restricted Global Note or a
Restricted Definitive Note, the Transferor hereby further certifies that (a) the
Transfer is not being made to a person in the United States and (x) at the time
the buy order was originated, the Transferee was outside the United States or
such Transferor and any Person acting on its behalf reasonably believed and
believes that the Transferee was outside the United States or (y) the
transaction was executed in, on or through the facilities of a designated
offshore securities market and neither such Transferor nor any Person acting on
its behalf knows that the transaction was prearranged with a buyer in the United
States, (b) no directed selling efforts have been made in contravention of the
requirements of Rule 903(b) or Rule 904(b) of Regulation S under the Securities
Act, (c) the transaction is not part of a plan or scheme to evade the
registration requirements of the Securities Act and (d) the transfer is not
being made to a U.S. Person or for the account or benefit of a U.S. Person, and
(ii) the restrictions on transfer contained in the Indenture and the Private
Placement Legend are not required in order to maintain compliance with the
Securities Act. Upon consummation of the proposed Transfer in accordance with
the terms of the Indenture, the transferred beneficial interest or Definitive
Note will no longer be subject to the restrictions on transfer enumerated in the
Private Placement Legend printed on the Restricted Global Notes, on Restricted
Definitive Notes and in the Indenture.
[ ] (c) Check if Transfer is Pursuant to Other Exemption. (i) The Transfer
is being effected pursuant to and in compliance with an exemption from the
registration requirements of the Securities Act other than Rule 144, Rule 903 or
Rule 904 and in compliance with the transfer restrictions contained in the
Indenture and any applicable blue sky securities laws of any State of the United
States and (ii) the restrictions on transfer contained in the Indenture and the
Private Placement Legend are not required in order to maintain compliance with
the Securities Act. Upon consummation of the proposed Transfer in accordance
with the terms of the Indenture, the transferred beneficial interest or
Definitive Note will not be subject to the restrictions on transfer enumerated
in the Private Placement Legend printed on the Restricted Global Notes or
Restricted Definitive Notes and in the Indenture.
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This certificate and the statements contained herein are made for your
benefit and the benefit of the Company.
Dated:
------------------------------------------------------------[Insert Name of Transferor]
By:
---------------------------------Name:
Title:
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ANNEX A TO CERTIFICATE OF TRANSFER
1.

The Transferor owns and proposes to transfer the following:
[CHECK ONE OF (A) OR (B)]
[ ]

(A) A BENEFICIAL INTEREST IN THE:
(i)

144A Global Note (CUSIP

); or
----------

(ii) Regulation S Global Note (CUSIP

); or
----------

[ ]
2.

(B) A RESTRICTED DEFINITIVE NOTE.

After the Transfer the Transferee will hold:
[CHECK ONE]
[ ]

(A) A BENEFICIAL INTEREST IN THE:
(i)

144A Global Note (CUSIP

); or
----------

(ii) Regulation S Global Note (CUSIP

); or
----------

(iii) Unrestricted Global Note (CUSIP

); or
----------

[ ]

(B) A RESTRICTED DEFINITIVE NOTE; OR

[ ]

(C) AN UNRESTRICTED DEFINITIVE NOTE,

in accordance with the terms of the Indenture.
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EXHIBIT C
FORM OF CERTIFICATE OF EXCHANGE
Monitronics International, Inc.
12801 Stemmons Freeway, Suite 821
Dallas, Texas 75234
Facsimile:(912)919-1985
Attention: Michael Meyers, Chief Financial Officer
The Bank of New York Trust Company of Florida, N.A.
Corporate Trust Window
101 Barclay Street
New York, NY 10286
Attention: Bond Transfer Unit
Re: 11 3/4% Senior Subordinated Notes due 2010
Reference is hereby made to the Indenture, dated as of August 25, 2003
(the "Indenture"), between Monitronics International, Inc., a Texas corporation
(the "Company") and The Bank of New York Trust Company of Florida, N.A., as
trustee. Capitalized terms used but not defined herein shall have the meanings
given to them in the Indenture.
(the "Owner") owns and proposes to exchange
-------------------------the Note[s] or interest in such Note[s] specified herein, in the principal
amount at maturity of $
in such Note[s] or interests (the
-----------"Exchange"). In connection with the Exchange, the Owner hereby certifies that:
1. Exchange of Restricted Definitive Notes or Beneficial Interests in
a Restricted Global Note for Unrestricted Definitive Notes or Beneficial
Interests in an Unrestricted Global Note
[ ] (a) Check if Exchange is from beneficial interest in a Restricted
Global Note to beneficial interest in an Unrestricted Global Note. In connection
with the Exchange of the Owner's beneficial interest in a Restricted Global Note
for a beneficial interest in an Unrestricted Global Note in an equal principal
amount at maturity, the Owner hereby certifies (i) the beneficial interest is
being acquired for the Owner's own account without transfer, (ii) such Exchange

has been effected in compliance with the transfer restrictions applicable to the
Global Notes and pursuant to and in accordance with the United States Securities
Act of 1933, as amended (the "Securities Act"), (iii) the restrictions on
transfer contained in the Indenture and the Private Placement Legend are not
required in order to maintain compliance with the Securities Act and (iv) the
beneficial interest in an Unrestricted Global Note is being acquired in
compliance with any applicable blue sky securities laws of any state of the
United States.
[ ] (b) Check if Exchange is from beneficial interest in a Restricted
Global Note to Unrestricted Definitive Note. In connection with the Exchange of
the Owner's beneficial interest in a Restricted Global Note for an Unrestricted
Definitive Note, the Owner hereby certifies (i) the Definitive Note is being
acquired for the Owner's own account without transfer,
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(ii) such Exchange has been effected in compliance with the transfer
restrictions applicable to the Restricted Global Notes and pursuant to and in
accordance with the Securities Act, (iii) the restrictions on transfer contained
in the Indenture and the Private Placement Legend are not required in order to
maintain compliance with the Securities Act and (iv) the Definitive Note is
being acquired in compliance with any applicable blue sky securities laws of any
state of the United States.
[ ] (c) Check if Exchange is from Restricted Definitive Note to beneficial
interest in an Unrestricted Global Note. In connection with the Owner's Exchange
of a Restricted Definitive Note for a beneficial interest in an Unrestricted
Global Note, the Owner hereby certifies (i) the beneficial interest is being
acquired for the Owner's own account without transfer, (ii) such Exchange has
been effected in compliance with the transfer restrictions applicable to
Restricted Definitive Notes and pursuant to and in accordance with the
Securities Act, (iii) the restrictions on transfer contained in the Indenture
and the Private Placement Legend are not required in order to maintain
compliance with the Securities Act and (iv) the beneficial interest is being
acquired in compliance with any applicable blue sky securities laws of any state
of the United States.
[ ] (d) Check if Exchange is from Restricted Definitive Note to
Unrestricted Definitive Note. In connection with the Owner's Exchange of a
Restricted Definitive Note for an Unrestricted Definitive Note, the Owner hereby
certifies (i) the Unrestricted Definitive Note is being acquired for the Owner's
own account without transfer, (ii) such Exchange has been effected in compliance
with the transfer restrictions applicable to Restricted Definitive Notes and
pursuant to and in accordance with the Securities Act, (iii) the restrictions on
transfer contained in the Indenture and the Private Placement Legend are not
required in order to maintain compliance with the Securities Act and (iv) the
Unrestricted Definitive Note is being acquired in compliance with any applicable
blue sky securities laws of any state of the United States.
2. Exchange of Restricted Definitive Notes or Beneficial Interests in
Restricted Global Notes for Restricted Definitive Notes or Beneficial Interests
in Restricted Global Notes
[ ] (a) Check if Exchange is from beneficial interest in a Restricted
Global Note to Restricted Definitive Note. In connection with the Exchange of
the Owner's beneficial interest in a Restricted Global Note for a Restricted
Definitive Note with an equal principal amount at maturity, the Owner hereby
certifies that the Restricted Definitive Note is being acquired for the Owner's
own account without transfer. Upon consummation of the proposed Exchange in
accordance with the terms of the Indenture, the Restricted Definitive Note
issued will continue to be subject to the restrictions on transfer enumerated in
the Private Placement Legend printed on the Restricted Definitive Note and in
the Indenture and the Securities Act.
[ ] (b) Check if Exchange is from Restricted Definitive Note to beneficial
interest in a Restricted Global Note. In connection with the Exchange of the
Owner's Restricted Definitive Note for a beneficial interest in the [CHECK ONE]:
[ ]

144A Global Note,
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[ ]

Regulation S Global Note,

with an equal principal amount at maturity, the Owner hereby certifies (i) the
beneficial interest is being acquired for the Owner's own account without
transfer and (ii) such Exchange has been effected in compliance with the
transfer restrictions applicable to the Restricted Global Notes and pursuant to
and in accordance with the Securities Act, and in compliance with any applicable
blue sky securities laws of any state of the United States. Upon consummation of
the proposed Exchange in accordance with the terms of the Indenture, the
beneficial interest issued will be subject to the restrictions on transfer

enumerated in the Private Placement Legend printed on the relevant Restricted
Global Note and in the Indenture and the Securities Act.
This certificate and the statements contained herein are made for your
benefit and the benefit of the Company.
Dated:
------------------------------------------------------------[Insert Name of Transferor]
By:
------------------------------------Name:
Title:
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EXHIBIT D
FORM OF CERTIFICATE FROM
ACQUIRING INSTITUTIONAL ACCREDITED INVESTOR
Monitronics International, Inc.
12801 Stemmons Freeway, Suite 821
Dallas, Texas 75234
Facsimile:(912)919-1985
Attention: Michael Meyers, Chief Financial Officer
The Bank of New York Trust Company of Florida, N.A.
Corporate Trust Window
101 Barclay Street
New York, NY 10286
Attention: Bond Transfer Unit
Re: 11 3/4% Senior Subordinated Notes due 2010
Reference is hereby made to the Indenture, dated as of August 25, 2003
(the "Indenture"), between Monitronics International, Inc., a Texas corporation
(the "Company") and The Bank of New York Trust Company of Florida, N.A., as
trustee. Capitalized terms used but not defined herein shall have the meanings
given to them in the Indenture.
In connection with our proposed purchase of $

aggregate
------------

principal amount at maturity of:
(a)

[ ]:

beneficial interest in a Global Note, or

(b)

[ ]

a Definitive Note,

we confirm that:
1. We understand that any subsequent transfer of the Notes or any
interest therein is subject to certain restrictions and conditions set forth in
the Indenture and the undersigned agrees to be bound by, and not to resell,
pledge or otherwise transfer the Notes or any interest therein except in
compliance with, such restrictions and conditions and the United States
Securities Act of 1933, as amended (the "Securities Act").
2. We understand that the offer and sale of the Notes have not been
registered under the Securities Act, and that the Notes and any interest therein
may not be offered or sold except as permitted in the following sentence. We
agree, on our own behalf and on behalf of any accounts for which we are acting
as hereinafter stated, that if we should sell the Notes or any interest therein,
we will do so only:
(i)(a) to a person whom we reasonably believe is a qualified
institutional buyer (as defined in Rule 144A under the securities act) in a
transaction meeting the requirements
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of Rule 144A, (b) in a transaction meeting the requirements of Rule 144
under the Securities Act, (c) outside the United States to a non-U.S.
person in a transaction meeting the requirements of Rule 903 or 904 under
the Securities Act, (d) to an institutional "accredited investor" (as
defined in Rule 501(a)(1), (2) (3) or (7) of the Securities Act (an
"Institutional Accredited Investor")) that, prior to such transfer,
furnishes the trustee a signed letter substantially in the form of this

letter and, if such transfer is in respect of an aggregate principal amount
of Notes less than $100,000, an Opinion of Counsel acceptable to the issuer
that such transfer is in compliance with the Securities Act, or (e) in
accordance with another exemption from the registration requirements of the
Securities Act (and based upon an Opinion of Counsel if the Company so
requests),
(ii) to the Company, or
(iii) pursuant to an effective registration statement and, in each
case, in accordance with any applicable securities laws of any state of the
United States or any other applicable jurisdiction;
and we further agree to provide to any person purchasing the Definitive Note or
beneficial interest in a Global Note from us in a transaction meeting the
requirements of this paragraph a notice advising such purchaser that resales
thereof are restricted as stated herein.
3. We understand that, on any proposed resale of the Notes or
beneficial interest therein, we will be required to furnish to you and the
Company such certifications, legal opinions and other information as you and the
Company may reasonably require to confirm that the proposed sale complies with
the foregoing restrictions. We further understand that the Notes purchased by us
will bear a legend to the foregoing effect.
4. We are an institutional "accredited investor" (as defined in Rule
501(a)(1), (2), (3) or (7) of Regulation D under the Securities Act) and have
such knowledge and experience in financial and business matters as to be capable
of evaluating the merits and risks of our investment in the Notes, and we and
any accounts for which we are acting are each able to bear the economic risk of
our or its investment.
5. We are acquiring the Notes or beneficial interest therein purchased
by us for our own account or for one or more accounts (each of which is an
institutional "accredited investor") as to each of which we exercise sole
investment discretion.
You and the Company are entitled to rely upon this letter and are
irrevocably authorized to produce this letter or a copy hereof to any interested
party in any administrative or legal proceedings or official inquiry with
respect to the matters covered hereby.
Dated:
------------------------

---------------------------------------[Insert Name of Accredited Investor]
By:
------------------------------------Name:
Title:
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EXHIBIT E

FORM OF NOTATION OF GUARANTEE
For value received, each Guarantor (which term includes any successor
Person under the Indenture) has, jointly and severally, unconditionally
guaranteed, to the extent set forth in the Indenture and subject to the
provisions in the Indenture dated as of August 25, 2003 (the "Indenture")
between Monitronics International, Inc. and The Bank of New York Trust Company
of Florida, N.A., as trustee (the "Trustee"), (a) the due and punctual payment
of the principal of, premium, if any, and interest and Liquidated Damages, if
any, on the Notes (as defined in the Indenture), whether at maturity, by
acceleration, redemption or otherwise, and the due and punctual payment of
interest on overdue principal premium, if any, and interest and Liquidated
Damages, if any, on the Notes, if lawful (subject in all cases to any applicable
grace period provided herein), and the due and punctual performance of all other
obligations of the Company to the Holders or the Trustee all in accordance with
the terms of the Indenture and the Notes and (b) in case of any extension of
time of payment or renewal of any Notes or any of such other obligations, the
same will be promptly paid in full when due or performed in accordance with the
terms of the extension or renewal, whether at stated maturity, by acceleration
or otherwise. The obligations of the Guarantors to the Holders of Notes and to
the Trustee pursuant to the Note Guarantee will be expressly subordinated to all
Senior Debt (as defined in the Indenture) as set forth in the Indenture and
reference is hereby made to the Indenture for the precise terms of the Note
Guarantee. Each Holder of a Note, by accepting the same, (a) agrees to and shall
be bound by such provisions and (b) appoints the Trustee attorney-in-fact of
such Holder for such purpose.

IN WITNESS HEREOF, each Guarantor has caused this Notation of
Guarantee to be signed manually or by facsimile by its duly authorized officer.
[NAME OF GUARANTOR]
By:
------------------------------------Name:
Title:
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EXHIBIT F
FORM OF SUPPLEMENTAL INDENTURE
TO BE DELIVERED BY SUBSEQUENT GUARANTORS
Supplemental Indenture (this "Supplemental Indenture"), dated as of
, between
(the "Guaranteeing Subsidiary"), a
- -----------------------------subsidiary of Monitronics International, Inc. (or its permitted successor), a
Texas corporation (the "Company"), the Company, the other Guarantors (as defined
in the Indenture referred to herein) and The Bank of New York Trust Company of
Florida, N.A. (or its permitted successor), as trustee under the Indenture
referred to below (the "Trustee").
W I T N E S S E T H
WHEREAS, the Company has heretofore executed and delivered to the
Trustee an indenture (the "Indenture"), dated as of August 25, 2003 providing
for the issuance of 11 3/4% Senior Subordinated Notes due 2010 (the "Notes");
WHEREAS, the Indenture provides that under certain circumstances the
Guaranteeing Subsidiary shall execute and deliver to the Trustee a supplemental
indenture pursuant to which the Guaranteeing Subsidiary shall unconditionally
guarantee all of the Company's obligations under the Notes and the Indenture on
the terms and conditions set forth herein (the "Note Guarantee"); and
WHEREAS, pursuant to Section 9.01 of the Indenture, the Trustee is
authorized to execute and deliver this Supplemental Indenture.
NOW THEREFORE, in consideration of the foregoing and for other good
and valuable consideration, the receipt of which is hereby acknowledged, the
Guaranteeing Subsidiary and the Trustee mutually covenant and agree for the
equal and ratable benefit of the Holders of the Notes as follows:
1. Capitalized Terms. Capitalized terms used herein without definition
shall have the meanings assigned to them in the Indenture.
2. Agreement to Guarantee.
(a) The Guaranteeing Subsidiary, along with all other Guarantors,
jointly and severally, fully and unconditionally, guarantees to each Holder of a
Note authenticated and delivered by the Trustee and to the Trustee and its
successors and assigns, irrespective of the validity and enforceability of the
Indenture, the Notes or the obligations of the Company hereunder or thereunder,
that:
(i) the principal of, premium, if any, and interest and Liquidated
Damages, if any, on the Notes will be promptly paid in full when due,
whether at maturity, by acceleration, redemption or otherwise, and interest
on the overdue principal of, premium, if any, and interest and Liquidated
Damages (as defined in the Indenture), if any, on the Notes, if lawful
(subject in all cases to any applicable grace period provided herein), and
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all other obligations of the Company to the Holders or the Trustee
hereunder or thereunder will be promptly paid in full or performed, all in
accordance with the terms hereof and thereof.
(ii) in case of any extension of time of payment or renewal of any
Notes or any of such other obligations, the same will be promptly paid in
full when due or performed in accordance with the terms of the extension or
renewal, whether at stated maturity, by acceleration or otherwise. Failing
payment when due of any amount so guaranteed or any performance so
guaranteed for whatever reason, the Guaranteeing Subsidiary shall be
jointly and severally obligated to pay the same immediately. The
Guaranteeing Subsidiary agrees that this is a guarantee of payment and not
a guarantee of collection.
(b) The Guaranteeing Subsidiary hereby agrees that, to the maximum

extent permitted under applicable law, its obligations hereunder shall be
unconditional, irrespective of the validity, regularity or enforceability of the
Notes or the Indenture, the absence of any action to enforce the same, any
waiver or consent by any Holder of the Notes with respect to any provisions
hereof or thereof, the recovery of any judgment against the Company, any action
to enforce the same or any other circumstance that might otherwise constitute a
legal or equitable discharge or defense of a Guarantor.
(c) The Guaranteeing Subsidiary, subject to Section 6.06 of the
Indenture, hereby waives diligence, presentment, demand of payment, filing of
claims with a court in the event of insolvency or bankruptcy of the Company, any
right to require a proceeding first against the Company, protest, notice and all
demands whatsoever and covenants that this Note Guarantee shall not be
discharged except by complete performance of the obligations contained in the
Notes and the Indenture.
(d) The Guaranteeing Subsidiary agrees that if any Holder or the
Trustee is required by any court or otherwise to return to the Company, the
Guarantors, or any custodian, trustee, liquidator or other similar official
acting in relation to any of the Company or the Guarantors, any amount paid by
any of them to the Trustee or such Holder, this Note Guarantee, to the extent
theretofore discharged, shall be reinstated in full force and effect.
(e) The Guaranteeing Subsidiary agrees that it shall not be entitled
to any right of subrogation in relation to the Holders in respect of any
obligations guaranteed hereby until payment in full of all obligations
guaranteed hereby.
(f) The Guaranteeing Subsidiary agrees that, as between the
Guarantors, on the one hand, and the Holders and the Trustee, on the other hand,
(x) the maturity of the obligations guaranteed hereby may be accelerated as
provided in Article Six of the Indenture for the purposes of this Note
Guarantee, notwithstanding any stay, injunction or other prohibition preventing
such acceleration in respect of the obligations guaranteed hereby, and (y) in
the event of any declaration of acceleration of such obligations as provided in
Article Six of the Indenture, such obligations (whether or not due and payable)
shall forthwith become due and payable by the Guarantors for the purpose of this
Note Guarantee.
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(g) The Guaranteeing Subsidiary shall have the right to seek
contribution from any non-paying Guarantor so long as the exercise of such right
does not impair the rights of Holders under the Note Guarantee.
(h) The Guaranteeing Subsidiary confirms that it is the intention of
such Guaranteeing Subsidiary that its Note Guarantee not constitute a fraudulent
transfer or conveyance for purposes of Bankruptcy Law, the Uniform Fraudulent
Conveyance Act, the Uniform Fraudulent Transfer Act or any similar federal or
state law to the extent applicable to its Note Guarantee and, to effectuate the
foregoing intention, agrees hereby irrevocably that the obligations of such
Guaranteeing Subsidiary will be limited to the maximum amount as will, after
giving effect to all other contingent and fixed liabilities of such Guaranteeing
Subsidiary that are relevant under such laws, and after giving effect to any
collections from, rights to receive contribution from or payments made by or on
behalf of any other Guarantor in respect of the obligations of such other
Guarantor under the Indenture, result in the obligations of such Guaranteeing
Subsidiary under its Note Guarantee not constituting a fraudulent transfer or
conveyance.
3. Agreement to Subordinate.
The Note Guarantee of each Guaranteeing Subsidiary shall be
subordinated to all Senior Debt of such Guarantor, as and to the extent provided
in Article Ten of the Indenture.
4. Execution and Delivery. The Guaranteeing Subsidiary agrees that the
Note Guarantees shall remain in full force and effect notwithstanding any
failure to endorse on each Note a notation of such Note Guarantee.
5. Guaranteeing Subsidiary May Consolidate, Etc., on Certain Terms.
(a) A Guarantor may not sell or otherwise dispose of all or
substantially all of its assets, or consolidate with or merge with or into
(whether or not such Guarantor is the surviving Person) another Person, other
than the Company or another Guarantor, unless:
(i) immediately after giving effect to that transaction, no Default or
Event of Default exists; and
(ii) either:
(A) the Person acquiring the property in any such sale or
disposition or the Person formed by or surviving any such

consolidation or merger (if other than the Guarantor) is a corporation
or limited liability company organized or existing under the laws of
the United States, any state thereof or the District of Columbia and
assumes all the obligations of that Guarantor under the Indenture, its
Note Guarantee and the Registration Rights Agreement pursuant to a
supplemental indenture reasonably satisfactory to the Trustee; or
(B) such sale or other disposition or consolidation or merger
complies with Section 4.10 of the Indenture.
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(b) In case of any such consolidation, merger, sale or conveyance
governed by Section 4(a) hereof and upon the assumption by the successor Person,
by supplemental indenture, executed and delivered to the Trustee and reasonably
satisfactory in form to the Trustee, of the Note Guarantee endorsed upon the
Notes and the due and punctual performance of all of the covenants and
conditions of the Indenture to be performed by a Guarantor, such successor
Person shall succeed to and be substituted for a Guarantor with the same effect
as if it had been named herein as a Guarantor. Such successor Person thereupon
may cause to be signed any or all of the Note Guarantees to be endorsed upon all
of the Notes issuable hereunder which theretofore shall not have been signed by
the Company and delivered to the Trustee. All the Note Guarantees so issued
shall in all respects have the same legal rank and benefit under the Indenture
as the Note Guarantees theretofore and thereafter issued in accordance with the
terms of the Indenture as though all of such Note Guarantees had been issued at
the date of the execution hereof.
6. Release.
(a) Any Guarantor will be released and relieved of any obligations
under its Note Guarantee, (i) in connection with any sale or other disposition
of all of the Capital Stock of that Guarantor to a Person that is not (either
before or after giving effect to such transaction) an Affiliate of the Company,
if the sale of all such Capital Stock of that Guarantor complies with Section
4.10 of the Indenture; (ii) if the Company properly designates that Guarantor as
an Unrestricted Subsidiary under the Indenture or (iii) upon the release or
discharge of the Guarantee which resulted in the creation of such Note Guarantee
pursuant to Section 4.17(a) and (b) of the Indenture, except a discharge or
release by or as a result of payment under such Guarantee. Upon delivery by the
Company to the Trustee of an Officers' Certificate and an Opinion of Counsel to
the effect that one of the foregoing requirements has been satisfied and the
conditions to the release of a Guarantor under this Section 5 have been
satisfied, the Trustee shall execute any documents reasonably required in order
to evidence the release of such Guarantor from its obligations under its Note
Guarantee.
(b) Any Guarantor not released from its obligations under its Note
Guarantee shall remain liable for the full amount of principal of and interest
and Liquidated Damages, if any, on the Notes and for the other obligations of
any Guarantor under this Supplemental Indenture.
7. NEW YORK LAW TO GOVERN. THE LAW OF THE STATE OF NEW YORK SHALL
GOVERN AND BE USED TO CONSTRUE THIS SUPPLEMENTAL INDENTURE.
8. Counterparts. The parties may sign any number of copies of this
Supplemental Indenture. Each signed copy shall be an original, but all of them
together represent the same agreement.
9. Effect of Headings. The Section headings herein are for convenience
only and shall not affect the construction hereof.
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10. Trustee. The Trustee shall not be responsible in any manner
whatsoever for or in respect of the validity or sufficiency of this Supplemental
Indenture or for or in respect of the recitals contained herein, all of which
recitals are made solely by the Guaranteeing Subsidiary and the Company.
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IN WITNESS WHEREOF, the parties hereto have caused this Supplemental
Indenture to be duly executed and attested, all as of the date first above
written.
Dated:

,
---------------

---[Guaranteeing Subsidiary]
By:

-----------------------------------Name:
Title:
MONITRONICS INTERNATIONAL, INC.
By:
-----------------------------------Name:
Title:
The Bank of New York Trust
Company of Florida, N.A.,
as Trustee
By:
-----------------------------------Name:
Title:
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Exhibit 4.3
REGISTRATION RIGHTS AGREEMENT
by and among
Monitronics International, Inc.
and
Banc of America Securities LLC
Fleet Securities, Inc.
ABN AMRO Incorporated
Banc One Capital Markets, Inc.
Harris Nesbitt Corp.
Natcity Investments, Inc.
U.S. Bancorp Piper Jaffray Inc.
Wells Fargo Securities, LLC
Dated as of August 25, 2003
Registration Rights Agreement
This Registration Rights Agreement (this "Agreement") is made and
entered into as of August 25, 2003, by and among Monitronics International,
Inc., a Texas corporation (the "Company"), and Banc of America Securities LLC,
Fleet Securities, Inc., ABN AMRO Incorporated, Banc One Capital Markets, Inc.,
Harris Nesbitt Corp., Natcity Investments, Inc., U.S. Bancorp Piper Jaffray
Inc., Wells Fargo Securities, LLC (each an "Initial Purchaser" and,
collectively, the "Initial Purchasers"), each of whom has agreed to purchase the
Company's 11.750% Senior Subordinated Notes due 2010 (the "Initial Notes")
pursuant to the Purchase Agreement (as defined below).
This Agreement is made pursuant to the Purchase Agreement, dated as of
August 18, 2003 (the "Purchase Agreement"), by and among the Company and the
Initial Purchasers (i) for the benefit of the Initial Purchasers and (ii) for
the benefit of the holders from time to time of the Initial Notes (including the
Initial Purchasers). In order to induce the Initial Purchasers to purchase the
Initial Notes, the Company has agreed to provide the registration rights set
forth in this Agreement. The execution and delivery of this Agreement is a
condition to the obligations of the Initial Purchasers set forth in Section 5(h)
of the Purchase Agreement and capitalized terms not defined herein are used as
defined in the Purchase Agreement.
The parties hereby agree as follows:
Section 1. Definitions
As used in this Agreement, the following capitalized terms shall have
the following meanings:
Additional Interest Payment Date: With respect to the Initial Notes,
each Interest Payment Date.
Advice: As defined in Section 6(c) hereof.
Broker-Dealer: Any broker or dealer registered under the Exchange Act.
Closing Date: The date of this Agreement.
Commission: The Securities and Exchange Commission.
Consummate: A registered Exchange Offer shall be deemed "Consummated"
for purposes of this Agreement upon the occurrence of (i) the filing and
effectiveness under the Securities Act of the Exchange Offer Registration
Statement relating to the Exchange Notes to be issued in the Exchange
Offer, (ii) the maintenance of such Registration Statement continuously
effective and the keeping of the Exchange Offer open for a period not less
than the minimum period required pursuant to Section 3(b) hereof, and (iii)
the delivery by the Company to the Registrar (as defined in the Indenture)
of Exchange Notes in the same aggregate principal amount as the aggregate
principal amount of Initial Notes that were tendered by Holders thereof
pursuant to the Exchange Offer.
controlling person: As defined in Section 8(a) hereof.
Effectiveness Target Date: As defined in Section 5 hereof.
Exchange Act: The Securities Exchange Act of 1934, as amended.

Exchange Notes: The 11.750% Senior Subordinated Notes due 2010, of the
same series under the Indenture as the Initial Notes, to be issued to
Holders in exchange for Transfer Restricted Securities pursuant to this
Agreement.
Exchange Offer: The registration under the Securities Act of the
Exchange Notes pursuant to a Registration Statement pursuant to which the
Holders of all outstanding Transfer Restricted Securities are offered the
opportunity to exchange all such outstanding Transfer Restricted Securities
held by such Holders for Exchange Notes in an aggregate principal amount
equal to the aggregate principal amount of the Transfer Restricted
Securities tendered in such exchange offer by such Holders.
Exchange Offer Registration Statement: The Registration Statement
relating to the Exchange Offer, including the related Prospectus.
Guarantors: As defined in the Indenture.
Holders: As defined in Section 2(b) hereof.
Indemnified Holder: As defined in Section 8(a) hereof.
Indenture: The Indenture, dated as of August 25, 2003, among the
Company and The Bank of New York Trust Company of Florida, N.A., as trustee
(the "Trustee"), pursuant to which the Notes are to be issued, as such
Indenture is amended or supplemented from time to time in accordance with
the terms thereof.
Initial Notes: The 11.750% Senior Subordinated Notes due 2010, of the
same series under the Indenture as the Exchange Notes, for so long as such
securities constitute Transfer Restricted Securities.
Initial Placement: The issuance and sale by the Company of the Initial
Notes to the Initial Purchasers pursuant to the Purchase Agreement.
Initial Purchaser: As defined in the preamble hereto.
Interest Payment Date: As defined in the Indenture and the Notes.
Liquidated Damages: As defined in Section 5 hereof.
NASD: National Association of Securities Dealers, Inc.
Notes: The Initial Notes and the Exchange Notes.
Person: An individual, partnership, corporation, limited liability
company, trust or unincorporated organization, or a government or agency or
political subdivision thereof.
Prospectus: The prospectus included in a Registration Statement, as
amended or supplemented by any prospectus supplement and by all other
amendments thereto, including post-effective amendments, and all material
incorporated by reference into such Prospectus.
Registration Default: As defined in Section 5 hereof.
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Registration Statement: Any registration statement of the Company
relating to (a) an offering of Exchange Notes pursuant to an Exchange Offer
or (b) the registration for resale of Transfer Restricted Securities
pursuant to the Shelf Registration Statement, which is filed pursuant to
the provisions of this Agreement, in each case, including the Prospectus
included therein, all amendments and supplements thereto (including
post-effective amendments) and all exhibits and material incorporated by
reference therein.
Securities Act: The Securities Act of 1933, as amended.
Shelf Registration Statement: As defined in Section 4 hereof.
Transfer Restricted Securities: Each Note, until the earliest to occur
of (a) the date on which such Note is exchanged in the Exchange Offer and
entitled to be resold to the public by the Holder thereof without complying
with the prospectus delivery requirements of the Securities Act, (b) the
date on which such Note has been effectively registered under the
Securities Act and disposed of in accordance with a Shelf Registration
Statement and (c) the date on which such Note is distributed to the public
pursuant to Rule 144 under the Securities Act or by a Broker-Dealer
pursuant to the "Plan of Distribution" contemplated by the Exchange Offer
Registration Statement (including delivery of the Prospectus contained
therein).
Trust Indenture Act: The Trust Indenture Act of 1939 (15 U.S.C.

Section 77aaa 77bbbb) as in effect on the date of the Indenture.
Underwritten Registration or Underwritten Offering: A registration in
which securities of the Company are sold to an underwriter for reoffering
to the public.
Section 2. Securities Subject to This Agreement
(a) Transfer Restricted Securities. The securities entitled to the benefits
of this Agreement are the Transfer Restricted Securities.
(b) Holders of Transfer Restricted Securities. A Person is deemed to be a
holder of Transfer Restricted Securities (each, a "Holder") whenever such Person
owns Transfer Restricted Securities.
Section 3. Registered Exchange Offer
(a) Unless the Exchange Offer shall not be permissible under applicable law
or Commission policy (after the procedures set forth in Section 6(a) below have
been complied with), the Company shall (i) cause to be filed with the Commission
as soon as practicable after the Closing Date, but in no event later than 90
days after the Closing Date, a Registration Statement under the Securities Act
relating to the Exchange Notes and the Exchange Offer, (ii) use its reasonable
best efforts to cause such Registration Statement to become effective at the
earliest possible time, but in no event later than 210 days after the Closing
Date, (iii) in connection with the foregoing, file (A) all pre-effective
amendments to such Registration Statement as may be necessary in order to cause
such Registration Statement to become effective, (B) if applicable, a
post-effective amendment to such Registration Statement pursuant to Rule 430A
under the Securities Act and (C) cause all necessary filings in connection with
the registration and qualification of the Exchange Notes to be made under the
Blue Sky laws of such jurisdictions as are necessary to permit Consummation of
the Exchange Offer, and (iv) upon the effectiveness of such Registration
Statement, commence the Exchange Offer. The Exchange Offer shall be on the
appropriate form permitting registration of the Exchange Notes to be offered in
exchange for the Transfer Restricted Securities and to permit resales of Notes
held by Broker-Dealers as contemplated by Section 3(c) below.
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(b) The Company shall cause the Exchange Offer Registration Statement to be
effective continuously and shall keep the Exchange Offer open for a period of
not less than the minimum period required under applicable federal and state
securities laws to Consummate the Exchange Offer; provided, however, that in no
event shall such period be less than 20 days after the date notice of the
Exchange Offer is mailed to the Holders. The Company shall cause the Exchange
Offer to comply with all applicable federal and state securities laws. No
securities other than the Notes shall be included in the Exchange Offer
Registration Statement. The Company shall use its best efforts to cause the
Exchange Offer to be Consummated on the earliest practicable date after the
Exchange Offer Registration Statement has become effective, but in no event
later than 240 days after the Closing Date.
(c) The Company shall indicate in a "Plan of Distribution" section
contained in the Prospectus forming a part of the Exchange Offer Registration
Statement that any Broker-Dealer who holds Initial Notes that are Transfer
Restricted Securities and that were acquired for its own account as a result of
market-making activities or other trading activities (other than Transfer
Restricted Securities acquired directly from the Company), may exchange such
Initial Notes pursuant to the Exchange Offer; however, such Broker-Dealer may be
deemed to be an "underwriter" within the meaning of the Securities Act and must,
therefore, deliver a prospectus meeting the requirements of the Securities Act
in connection with any resales of the Exchange Notes received by such
Broker-Dealer in the Exchange Offer, which prospectus delivery requirement may
be satisfied by the delivery by such Broker-Dealer of the Prospectus contained
in the Exchange Offer Registration Statement. Such "Plan of Distribution"
section shall also contain all other information with respect to such resales by
Broker-Dealers that the Commission may require in order to permit such resales
pursuant thereto, but such "Plan of Distribution" shall not name any such
Broker-Dealer or disclose the amount of Notes held by any such Broker-Dealer
except to the extent required by the Commission as a result of a change in
policy after the date of this Agreement.
The Company shall use its best efforts to keep the Exchange Offer
Registration Statement continuously effective, supplemented and amended as
required by the provisions of Section 6(c) below to the extent necessary to
ensure that it is available for resales of Notes acquired by Broker-Dealers for
their own accounts as a result of market-making activities or other trading
activities, and to ensure that it conforms with the requirements of this
Agreement, the Securities Act and the policies, rules and regulations of the
Commission as announced from time to time, for a period ending on the earlier of
(i) 180 days from the date on which the Exchange Offer Registration Statement is
declared effective and (ii) the date on which a Broker-Dealer is no longer
required to deliver a prospectus in connection with market-making or other

trading activities.
The Company shall provide sufficient copies of the latest version of
such Prospectus to Broker-Dealers promptly upon request at any time during such
180-day (or shorter as provided in the foregoing sentence) period in order to
facilitate such resales.
Section 4. Shelf Registration
(a) Shelf Registration. If (i) the Company is not required to file an
Exchange Offer Registration Statement or to consummate the Exchange Offer
because the Exchange Offer is not permitted by applicable law or Commission
policy (after the procedures set forth in Section 6(a) below have been complied
with), (ii) for any reason the Exchange Offer is not Consummated within 240 days
after the Closing Date, or (iii) with respect to any Holder of Transfer
Restricted Securities, such Holder notifies the Company prior to the 20th day
following Consummation of the Exchange Offer that (A) such Holder is prohibited
by applicable law or Commission policy from participating in the Exchange Offer,
or (B) such Holder may not resell the Exchange Notes acquired by it in the
Exchange Offer to the public without delivering a prospectus and that the
Prospectus contained in the Exchange Offer Registration Statement is not
appropriate or available for such resales by such Holder, or (C) such Holder is
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Dealer and holds Initial Notes acquired directly from the Company or one of its
affiliates, then, upon such Holder's request, the Company shall:
(x) cause to be filed a shelf registration statement pursuant to Rule
415 under the Securities Act, which may be an amendment to the Exchange
Offer Registration Statement or on any appropriate form under the
Securities Act (in either event, the "Shelf Registration Statement") as
soon as practicable but in any event on or prior to 45 days after the
filing obligation arises, which Shelf Registration Statement shall provide
for resales of all Transfer Restricted Securities the Holders of which
shall have provided the information required pursuant to Section 4(b)
hereof; and
(y) use its reasonable best efforts to cause such Shelf Registration
Statement to be declared effective by the Commission on or prior to 90 days
after the filing obligation arises.
The Company shall use its best efforts to keep such Shelf Registration
Statement continuously effective, supplemented and amended as required by the
provisions of Sections 6(c) hereof to the extent necessary to ensure that it is
available for resales of Notes by the Holders of Transfer Restricted Securities
entitled to the benefit of this Section 4(a), and to ensure that it conforms
with the requirements of this Agreement, the Securities Act and the policies,
rules and regulations of the Commission as announced from time to time, for a
period until the earlier of (i) the expiration of the period referred to in Rule
144(k) under the Securities Act (or any successor rule) with respect to the
Transfer Restricted Securities or (ii) such shorter period that will terminate
when all the Notes covered by such Shelf Registration Statement have been sold
pursuant to such Shelf Registration Statement).
(b) Provision by Holders of Certain Information in Connection with the
Shelf Registration Statement. No Holder of Transfer Restricted Securities may
include any of its Transfer Restricted Securities in any Shelf Registration
Statement pursuant to this Agreement unless and until such Holder furnishes to
the Company in writing, within 20 business days after receipt of a request
therefor, such information as the Company may reasonably request for use in
connection with any Shelf Registration Statement or Prospectus or preliminary
Prospectus included therein. Each Holder as to which any Shelf Registration
Statement is being effected agrees to furnish promptly to the Company all
information required to be disclosed in order to make the information previously
furnished to the Company by such Holder not materially misleading.
Section 5. Liquidated Damages
If (i) any of the Registration Statements required by this Agreement
is not filed with the Commission on or prior to the date specified for such
filing in this Agreement, (ii) any of such Registration Statements has not been
declared effective by the Commission on or prior to the date specified for such
effectiveness in this Agreement (the "Effectiveness Target Date"), (iii) the
Exchange Offer has not been Consummated within 30 days after the Effectiveness
Target Date with respect to the Exchange Offer Registration Statement or (iv)
any Registration Statement required by this Agreement is filed and declared
effective but shall thereafter cease to be effective or fail to be usable in
connection with resales or exchanges of Notes during the periods specified in
this Agreement without being succeeded immediately by a post-effective amendment
to such Registration Statement that cures such failure and that is itself
immediately declared effective (each such event referred to in clauses (i)
through (iv), a "Registration Default"), the Company agrees to pay to each

Holder of Transfer Restricted Securities affected thereby liquidated damages
("Liquidated Damages") in an amount equal to 0.25% per annum on the principal
amount of the Transfer Restricted Securities held by such Holder during the
90-day period immediately following the occurrence of any Registration Default
and shall increase by an additional
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0.25% per annum on the principal amount of such Transfer Restricted Securities
at the end of each subsequent 90-day period, but in no event shall such increase
exceed 1.50% per annum. Following the cure of all Registration Defaults relating
to any particular Transfer Restricted Securities, the Liquidated Damages payable
with respect to the Transfer Restricted Securities as a result of the provisions
of this paragraph shall cease.
All obligations of the Company set forth in the preceding paragraph
that are outstanding with respect to any Transfer Restricted Security at the
time such security ceases to be a Transfer Restricted Security shall survive
until such time as all such obligations with respect to such Note shall have
been satisfied in full.
Section 6. Registration Procedures
(a) Exchange Offer Registration Statement. In connection with the Exchange
Offer, the Company shall comply with all of the applicable provisions of Section
6(c) below, shall use its reasonable best efforts to effect such exchange to
permit the sale of Transfer Restricted Securities being sold in accordance with
the intended method or methods of distribution thereof, and shall comply with
all of the following provisions:
(i) If in the reasonable opinion of counsel to the Company there is a
question as to whether the Exchange Offer is permitted by applicable law, the
Company hereby agrees to seek a no-action letter or other favorable decision
from the Commission allowing the Company to Consummate an Exchange Offer for
such Initial Notes. The Company hereby agrees to pursue the issuance of such a
decision to the Commission staff level but shall not be required to take
commercially unreasonable action to effect a change of Commission policy. The
Company hereby agrees, however, to (A) participate in telephonic conferences
with the Commission, (B) deliver to the Commission staff an analysis prepared by
counsel to the Company setting forth the legal bases, if any, upon which such
counsel has concluded that such an Exchange Offer should be permitted and (C)
diligently pursue a favorable resolution by the Commission staff of such
submission.
(ii) As a condition to its participation in the Exchange Offer
pursuant to the terms of this Agreement, each Holder of Transfer Restricted
Securities shall furnish, upon the request of the Company, prior to the
Consummation thereof, a written representation to the Company (which may be
contained in the letter of transmittal contemplated by the Exchange Offer
Registration Statement) to the effect that (A) it is not an affiliate of the
Company, (B) it is not engaged in, and does not intend to engage in, and has no
arrangement or understanding with any person to participate in, a distribution
of the Exchange Notes to be issued in the Exchange Offer and (C) it is acquiring
the Exchange Notes in its ordinary course of business. In addition, all such
Holders of Transfer Restricted Securities shall otherwise cooperate in the
Company's preparations for the Exchange Offer. Each Holder hereby acknowledges
and agrees that any Broker-Dealer and any such Holder using the Exchange Offer
to participate in a distribution of the securities to be acquired in the
Exchange Offer (1) could not under Commission policy as in effect on the date of
this Agreement rely on the position of the Commission enunciated in Morgan
Stanley and Co., Inc. (available June 5, 1991) and Exxon Capital Holdings
Corporation (available May 13, 1988), as interpreted in the Commission's letter
to Shearman & Sterling dated July 2, 1993, and similar no-action letters (which
may include any no-action letter obtained pursuant to clause (i) above), and (2)
must comply with the registration and prospectus delivery requirements of the
Securities Act in connection with a secondary resale transaction and that such a
secondary resale transaction should be covered by an effective registration
statement containing the selling security holder information required by Item
507 or 508, as applicable, of Regulation S-K if the resales are of Exchange
Notes obtained by such Holder in exchange for Initial Notes acquired by such
Holder directly from the Company.
6
(b) Shelf Registration Statement. In connection with the Shelf Registration
Statement, the Company shall comply with all the applicable provisions of
Section 6(c) below and shall use its reasonable best efforts to effect such
registration to permit the sale of the Transfer Restricted Securities being sold
in accordance with the intended method or methods of distribution thereof, and
pursuant thereto the Company will as soon as practicable prepare and file with
the Commission a Registration Statement relating to the registration on any
appropriate form under the Securities Act, which form shall be available for the
sale of the Transfer Restricted Securities in accordance with the intended

method or methods of distribution thereof.
(c) General Provisions. In connection with any Registration Statement and
any Prospectus required by this Agreement to permit the sale or resale of
Transfer Restricted Securities (including, without limitation, any Registration
Statement and the related Prospectus required to permit resales of Notes by
Broker-Dealers), the Company shall:
(i) use its best efforts to keep such Registration Statement
continuously effective and provide all requisite financial statements
(including, if required by the Securities Act or any regulation thereunder,
financial statements of the Guarantors of the Notes) for the period specified in
Section 3 or 4 of this Agreement, as applicable; upon the occurrence of any
event that would cause any such Registration Statement or the Prospectus
contained therein (A) to contain a material misstatement or omission or (B) not
to be effective and usable for resale of Transfer Restricted Securities during
the period required by this Agreement, the Company shall file promptly an
appropriate amendment to such Registration Statement, in the case of clause (A),
correcting any such misstatement or omission, and, in the case of either clause
(A) or (B), use its reasonable best efforts to cause such amendment to be
declared effective and such Registration Statement and the related Prospectus to
become usable for their intended purpose(s) as soon as practicable thereafter;
(ii) prepare and file with the Commission such amendments and
post-effective amendments to the Registration Statement as may be necessary to
keep the Registration Statement effective for the applicable period set forth in
Section 3 or 4 hereof, as applicable; cause the Prospectus to be supplemented by
any required Prospectus supplement, and as so supplemented to be filed pursuant
to Rule 424 under the Securities Act, and to comply fully with the applicable
provisions of Rules 424 and 430A under the Securities Act in a timely manner;
and comply with the provisions of the Securities Act with respect to the
disposition of all securities covered by such Registration Statement during the
applicable period in accordance with the intended method or methods of
distribution by the sellers thereof set forth in such Registration Statement or
supplement to the Prospectus;
(iii) advise the underwriter(s), if any, and selling Holders promptly
and, if requested by such Persons, confirm such advice in writing, (A) when the
Prospectus or any Prospectus supplement or post-effective amendment has been
filed, and, with respect to any Registration Statement or any post-effective
amendment thereto, when the same has become effective, (B) of any request by the
Commission for amendments to the Registration Statement or amendments or
supplements to the Prospectus or for additional information relating thereto,
(C) of the issuance by the Commission of any stop order suspending the
effectiveness of the Registration Statement under the Securities Act or of the
suspension by any state securities commission of the qualification of the
Transfer Restricted Securities for offering or sale in any jurisdiction, or the
initiation of any proceeding for any of the preceding purposes, (D) of the
existence of any fact or the happening of any event that makes any statement of
a material fact made in the Registration Statement, the Prospectus, any
amendment or supplement thereto, or any document incorporated by reference
therein untrue, or that requires the making of any additions to or changes in
the Registration Statement or the Prospectus in order to make the statements
therein not misleading. If at any time the Commission shall issue any stop order
suspending the effectiveness of the Registration Statement, or any state
securities commission or other regulatory authority shall issue an order
suspending
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the qualification or exemption from qualification of the Transfer Restricted
Securities under state securities or Blue Sky laws, the Company shall use its
best efforts to obtain the withdrawal or lifting of such order at the earliest
possible time;
(iv) furnish without charge to the Initial Purchasers, before filing
with the Commission, copies of any Registration Statement or any Prospectus
included therein or any amendments or supplements to any such Registration
Statement or Prospectus (including all documents incorporated by reference after
the initial filing of such Registration Statement) and reflect in each such
document, when so filed with the Commission, such comments as the Initial
Purchasers reasonably may propose within three business days of the delivery of
such copies to the Initial Purchasers.
(v) make available at reasonable times for inspection by the Initial
Purchasers, any managing underwriter participating in any disposition pursuant
to such Registration Statement and any attorney or accountant retained by such
Initial Purchasers or any of the underwriter(s), all financial and other
records, pertinent corporate documents and properties of the Company, make
available during reasonable times the representatives of the Company for
discussion of such Registration Statement and other customary due diligence
matters and cause the Company's officers, directors and employees to supply all
information reasonably requested by any such Holder, underwriter, attorney or
accountant in connection with such Registration Statement subsequent to the

filing thereof and prior to its effectiveness;
(vi) if requested by any selling Holders or the underwriter(s), if
any, promptly incorporate in any Registration Statement or Prospectus, pursuant
to a supplement or post-effective amendment if necessary, such information as
such selling Holders and underwriter(s), if any, may reasonably request to have
included therein, including, without limitation, information relating to the
"Plan of Distribution" of the Transfer Restricted Securities, information with
respect to the principal amount of Transfer Restricted Securities being sold to
such underwriter(s), the purchase price being paid therefor and any other terms
of the offering of the Transfer Restricted Securities to be sold in such
offering; and make all required filings of such Prospectus supplement or
post-effective amendment as soon as practicable after the Company is notified of
the matters to be incorporated in such Prospectus supplement or post-effective
amendment;
(vii) cause the Transfer Restricted Securities covered by the
Registration Statement to be rated with the appropriate rating agencies, if so
requested by the Holders of a majority in aggregate principal amount of Notes
covered thereby or the underwriter(s), if any;
(viii) furnish to each selling Holder and each of the underwriter(s),
if any, without charge, at least one copy of the Registration Statement, as
first filed with the Commission, and of each amendment thereto, including
financial statements and schedules, all documents incorporated by reference
therein and, upon request, all exhibits (including exhibits incorporated therein
by reference);
(ix) deliver to each selling Holder and each of the underwriter(s), if
any, without charge, as many copies of the Prospectus (including each
preliminary prospectus) and any amendment or supplement thereto as such Persons
reasonably may request; the Company hereby consents to the use of the Prospectus
and any amendment or supplement thereto by each of the selling Holders and each
of the underwriter(s), if any, in connection with the offering and the sale of
the Transfer Restricted Securities covered by the Prospectus or any amendment or
supplement thereto;
(x) enter into such agreements (including an underwriting agreement),
and make such representations and warranties, and take all such other actions in
connection therewith in order to expedite or facilitate the disposition of the
Transfer Restricted Securities pursuant to any Registration Statement
contemplated by this Agreement, all to such extent as may be requested by any
Initial Purchaser or by any
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Holder of Transfer Restricted Securities or underwriter in connection with any
sale or resale pursuant to any Registration Statement contemplated by this
Agreement; and whether or not an underwriting agreement is entered into and
whether or not the registration is an Underwritten Registration, the Company
shall:
(A) furnish to each Initial Purchaser, each selling Holder and each
underwriter, if any, in such substance and scope as are customarily made by
issuers to underwriters in primary underwritten offerings, upon the date of
the Consummation of the Exchange Offer and, if applicable, the
effectiveness of the Shelf Registration Statement:
(1) a certificate, dated the date of Consummation of the Exchange
Offer or the date of effectiveness of the Shelf Registration
Statement, as the case may be, signed by (y) the Chief Executive
Officer and (z) the Chief Financial Officer of the Company,
confirming, as of the date thereof, the matters set forth in
paragraphs (i), (ii) and (iii) of Section 5(e) of the Purchase
Agreement and such other matters as such parties may reasonably
request;
(2) an opinion, dated the date of Consummation of the Exchange
Offer or the date of effectiveness of the Shelf Registration
Statement, as the case may be, of counsel for the Company, covering
the matters set forth in paragraph (c) of Section 5 of the Purchase
Agreement and such other matters as such parties may reasonably
request, and in any event including a statement to the effect that
such counsel has participated in conferences with officers and other
representatives of the Company, representatives of the independent
public accountants for the Company, the Initial Purchasers'
representatives and the Initial Purchasers' counsel in connection with
the preparation of such Registration Statement and the related
Prospectus and have considered the matters required to be stated
therein and the statements contained therein, although such counsel
has not independently verified the accuracy, completeness or fairness
of such statements; and that such counsel advises that, on the basis
of the foregoing (relying as to materiality to a large extent upon
facts provided to such counsel by officers and other representatives

of the Company and without independent check or verification), no
facts came to such counsel's attention that caused such counsel to
believe that the applicable Registration Statement, at the time such
Registration Statement or any post-effective amendment thereto became
effective, and, in the case of the Exchange Offer Registration
Statement, as of the date of Consummation, contained an untrue
statement of a material fact or omitted to state a material fact
required to be stated therein or necessary to make the statements
therein not misleading, or that the Prospectus contained in such
Registration Statement as of its date and, in the case of the opinion
dated the date of Consummation of the Exchange Offer, as of the date
of Consummation, contained an untrue statement of a material fact or
omitted to state a material fact necessary in order to make the
statements therein, in light of the circumstances under which they
were made, not misleading. Without limiting the foregoing, such
counsel may state further that such counsel assumes no responsibility
for, and has not independently verified, the accuracy, completeness or
fairness of the financial statements, notes and schedules and other
financial data included in any Registration Statement contemplated by
this Agreement or the related Prospectus; and
(3) a customary comfort letter, dated as of the date of
Consummation of the Exchange Offer or the date of effectiveness of the
Shelf Registration Statement, as the case may be, from the Company's
independent accountants, in the customary form and covering matters of
the type customarily covered in comfort letters by underwriters in
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connection with primary underwritten offerings, and affirming the
matters set forth in the comfort letters delivered pursuant to Section
5(a) of the Purchase Agreement, without exception;
(B) set forth in full or incorporate by reference in the underwriting
agreement, if any, the indemnification provisions and procedures of Section
8 hereof with respect to all parties to be indemnified pursuant to said
Section; and
(C) deliver such other documents and certificates as may be reasonably
requested by such parties to evidence compliance with clause (A) above and
with any customary conditions contained in the underwriting agreement or
other agreement entered into by the Company pursuant to this clause (xi),
if any.
If at any time the representations and warranties of the Company
contemplated in clause (A)(1) above cease to be true and correct, the Company
shall so advise the Initial Purchasers and the underwriter(s), if any, and each
selling Holder promptly and, if requested by such Persons, shall confirm such
advice in writing;
(xi) prior to any public offering of Transfer Restricted Securities,
cooperate with the selling Holders, the underwriter(s), if any, and their
respective counsel in connection with the registration and qualification of the
Transfer Restricted Securities under the securities or Blue Sky laws of such
jurisdictions as the selling Holders or underwriter(s) may reasonably request
and do any and all other acts or things reasonably necessary or advisable to
enable the disposition in such jurisdictions of the Transfer Restricted
Securities covered by the Shelf Registration Statement; provided, however, that
the Company shall not be required to register or qualify as a foreign
corporation where it is not then so qualified or to take any action that would
subject it to the service of process in suits or to taxation, other than as to
matters and transactions relating to the Registration Statement, in any
jurisdiction where it is not then so subject;
(xii) shall issue, upon the request of any Holder of Initial Notes
covered by the Shelf Registration Statement, Exchange Notes having an aggregate
principal amount equal to the aggregate principal amount of Initial Notes
surrendered to the Company by such Holder in exchange therefor or being sold by
such Holder; such Exchange Notes to be registered in the name of such Holder or
in the name of the purchaser(s) of such Notes, as the case may be; in return,
the Initial Notes held by such Holder shall be surrendered to the Company for
cancellation;
(xiii) cooperate with the selling Holders and the underwriter(s), if
any, to facilitate the timely preparation and delivery of certificates
representing Transfer Restricted Securities to be sold and not bearing any
restrictive legends; and enable such Transfer Restricted Securities to be in
such denominations and registered in such names as the Holders or the
underwriter(s), if any, may request at least two business days prior to any sale
of Transfer Restricted Securities made by such underwriter(s);
(xiv) use its best efforts to cause the Transfer Restricted Securities
covered by the Registration Statement to be registered with or approved by such
other governmental agencies or authorities as may be necessary to enable the

seller or sellers thereof or the underwriter(s), if any, to consummate the
disposition of such Transfer Restricted Securities, subject to the proviso
contained in clause (viii) above;
(xv) if any fact or event contemplated by clause (c)(iii)(D) above
shall exist or have occurred, prepare a supplement or post-effective amendment
to the Registration Statement or related Prospectus or any document incorporated
therein by reference or file any other required document so that,
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as thereafter delivered to the purchasers of Transfer Restricted Securities, the
Prospectus will not contain an untrue statement of a material fact or omit to
state any material fact necessary to make the statements therein not misleading;
(xvi) provide a CUSIP number for all Transfer Restricted Securities
not later than the effective date of the Registration Statement and provide the
Trustee under the Indenture with printed certificates for the Transfer
Restricted Securities which are in a form eligible for deposit with The
Depository Trust Company;
(xvii) cooperate and assist in any filings required to be made with
the NASD and in the performance of any due diligence investigation by any
underwriter (including any "qualified independent underwriter") that is required
to be retained in accordance with the rules and regulations of the NASD, and use
its reasonable best efforts to cause such Registration Statement to become
effective and approved by such governmental agencies or authorities as may be
necessary to enable the Holders selling Transfer Restricted Securities to
consummate the disposition of such Transfer Restricted Securities;
(xviii) otherwise use its best efforts to comply with all applicable
rules and regulations of the Commission, and make generally available to its
security holders, as soon as practicable, a consolidated earnings statement
(which need not be audited) meeting the requirements of Section 11(a) of the
Securities Act and Rule 158 promulgated thereunder;
(xix) cause the Indenture to be qualified under the Trust Indenture
Act not later than the effective date of the first Registration Statement
required by this Agreement, and, in connection therewith, cooperate with the
Trustee and the Holders of Notes to effect such changes to the Indenture as may
be required for such Indenture to be so qualified in accordance with the terms
of the Trust Indenture Act; and to execute and use its best efforts to cause the
Trustee to execute, all documents that may be required to effect such changes
and all other forms and documents required to be filed with the Commission to
enable such Indenture to be so qualified in a timely manner;
(xx) cause all Transfer Restricted Securities covered by the
Registration Statement to be listed on each securities exchange on which similar
securities issued by the Company are then listed if requested by the Holders of
a majority in aggregate principal amount of Initial Notes or the managing
underwriter(s), if any; and
(xxi) provide promptly to each Holder upon request each document filed
with the Commission pursuant to the requirements of Section 13 and Section 15 of
the Exchange Act.
Each Holder agrees by acquisition of a Transfer Restricted
Security that, upon receipt of any notice from the Company of the existence of
any fact of the kind described in Section 6(c)(iii)(D) hereof, such Holder will
forthwith discontinue disposition of Transfer Restricted Securities pursuant to
the applicable Registration Statement until such Holder's receipt of the copies
of the supplemented or amended Prospectus contemplated by Section 6(c)(xv)
hereof, or until it is advised in writing (the "Advice") by the Company that the
use of the Prospectus may be resumed, and has received copies of any additional
or supplemental filings that are incorporated by reference in the Prospectus. If
so directed by the Company, each Holder will deliver to the Company (at the
Company's expense) all copies, other than permanent file copies then in such
Holder's possession, of the Prospectus covering such Transfer Restricted
Securities that was current at the time of receipt of such notice. In the event
the Company shall give any such notice, the time period regarding the
effectiveness of such Registration Statement set forth in Section 3 or 4 hereof,
as applicable, shall be extended by the number of days during the period from
and including the date of the giving of such notice pursuant to Section
6(c)(iii)(D) hereof to and including the date when each selling Holder covered
by such Registration Statement shall have received the copies
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of the supplemented or amended Prospectus contemplated by Section 6(c)(xv)
hereof or shall have received the Advice; however, no such extension shall be
taken into account in determining whether Liquidated Damages are due pursuant to
Section 5 hereof or the amount of such Liquidated Damages, it being agreed that
the Company's option to suspend use of a Registration Statement pursuant to this

paragraph shall be treated as a Registration Default for purposes of Section 5.
Section 7. Registration Expenses
(a) All expenses incident to the Company's performance of or compliance
with this Agreement will be borne by the Company, regardless of whether a
Registration Statement becomes effective, including without limitation: (i) all
registration and filing fees and expenses (including filings made by any Initial
Purchaser or Holder with the NASD (and, if applicable, the fees and expenses of
any "qualified independent underwriter" and its counsel that may be required by
the rules and regulations of the NASD)); (ii) all fees and expenses of
compliance with federal securities and state Blue Sky or securities laws; (iii)
all expenses of printing (including printing certificates for the Exchange Notes
to be issued in the Exchange Offer and printing of Prospectuses); (iv)
reasonable messenger and delivery services and telephone expenses; (v) all fees
and disbursements of counsel for the Company and, subject to Section 7(b) below,
the Holders of Transfer Restricted Securities; (vi) all application and filing
fees in connection with listing the Exchange Notes on a national securities
exchange or automated quotation system pursuant to the requirements thereof; and
(vii) all fees and disbursements of independent certified public accountants of
the Company (including the expenses of any special audit and comfort letters
required by or incident to such performance).
The Company will, in any event, bear its internal expenses (including,
without limitation, all salaries and expenses of its officers and employees
performing legal or accounting duties), the expenses of any annual audit and the
fees and expenses of any Person, including special experts, retained by the
Company.
(b) In connection with any Registration Statement required by this
Agreement (including, without limitation, the Exchange Offer Registration
Statement and the Shelf Registration Statement), the Company will reimburse the
Initial Purchasers and the Holders of Transfer Restricted Securities being
tendered in the Exchange Offer and/or resold pursuant to the "Plan of
Distribution" contained in the Exchange Offer Registration Statement or
registered pursuant to the Shelf Registration Statement, as applicable, for the
reasonable fees and disbursements of not more than one counsel, who shall be
Shearman & Sterling or such other counsel as may be chosen by the Holders of a
majority in principal amount of the Transfer Restricted Securities for whose
benefit such Registration Statement is being prepared.
(c) Notwithstanding the foregoing, the Company shall not have any
obligation to pay any underwriting fees, discounts or commissions attributable
to the sale by Holders of Transfer Restricted Securities.
Section 8. Indemnification
(a) The Company agrees to indemnify and hold harmless (i) each Holder and
(ii) each Person, if any, who controls (within the meaning of Section 15 of the
Securities Act or Section 20 of the Exchange Act) any Holder (any of the Persons
referred to in this clause (ii) being hereinafter referred to as a "controlling
person") and (iii) the respective officers, directors, partners, employees,
representatives and agents of any Holder or any controlling person (any Person
referred to in clause (i), (ii) or (iii) may hereinafter be referred to as an
"Indemnified Holder"), to the fullest extent lawful, from and against any and
all losses, claims, damages, liabilities, judgments, actions and expenses
(including without limitation
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and as incurred, reimbursement of all reasonable costs of investigating,
preparing, pursuing, settling, compromising, paying or defending any claim or
action, or any investigation or proceeding by any governmental agency or body,
commenced or threatened, including the reasonable fees and expenses of counsel
to any Indemnified Holder), joint or several, directly or indirectly caused by,
related to, based upon, arising out of or in connection with any untrue
statement or alleged untrue statement of a material fact contained in any
Registration Statement or Prospectus (or any amendment or supplement thereto),
or any omission or alleged omission to state therein a material fact required to
be stated therein or necessary to make the statements therein not misleading,
except insofar as such losses, claims, damages, liabilities or expenses are
caused by an untrue statement or omission or alleged untrue statement or
omission that is made in reliance upon and in conformity with information
relating to any of the Holders furnished in writing to the Company by any of the
Holders expressly for use therein. This indemnity agreement shall be in addition
to any liability which the Company may otherwise have.
In case any action or proceeding (including any governmental or
regulatory investigation or proceeding) shall be brought or asserted against any
of the Indemnified Holders with respect to which indemnity may be sought against
the Company, such Indemnified Holder (or the Indemnified Holder controlled by
such controlling person) shall promptly notify the Company in writing (provided,
that the failure to give such notice shall not relieve the Company of its
obligations pursuant to this Agreement unless and to the extent the Company did

not otherwise learn of such action and such failure to notify results in the
forfeiture by the Company of substantive rights of defense). Such Indemnified
Holder shall have the right to employ its own counsel in any such action and the
reasonable fees and expenses of such counsel shall be paid, as incurred, by the
Company (regardless of whether it is ultimately determined that an Indemnified
Holder is not entitled to indemnification hereunder). The Company shall not, in
connection with any one such action or proceeding or separate but substantially
similar or related actions or proceedings in the same jurisdiction arising out
of the same general allegations or circumstances, be liable for the reasonable
fees and expenses of more than one separate firm of attorneys (in addition to
any local counsel) at any time for such Indemnified Holders, which firm shall be
designated by the Holders. The Company shall be liable for any settlement of any
such action or proceeding effected with the Company's prior written consent,
which consent shall not be withheld unreasonably, and the Company agrees to
indemnify and hold harmless any Indemnified Holder from and against any loss,
claim, damage, liability or expense by reason of any settlement of any action
effected with the written consent of the Company. The Company shall not, without
the prior written consent of each Indemnified Holder, settle or compromise or
consent to the entry of judgment in or otherwise seek to terminate any pending
or threatened action, claim, litigation or proceeding in respect of which
indemnification or contribution may be sought hereunder (whether or not any
Indemnified Holder is a party thereto), unless such settlement, compromise,
consent or termination includes an unconditional release of each Indemnified
Holder from all liability arising out of such action, claim, litigation or
proceeding.
(b) Each Holder of Transfer Restricted Securities agrees, severally and not
jointly, to indemnify and hold harmless the Company and its directors, officers
of the Company who sign a Registration Statement, and any Person controlling
(within the meaning of Section 15 of the Securities Act or Section 20 of the
Exchange Act) the Company, and the respective officers, directors, partners,
employees, representatives and agents of each such Person, to the same extent as
the foregoing indemnity from the Company to each of the Indemnified Holders, but
only with respect to claims and actions based on information relating to such
Holder furnished in writing by such Holder expressly for use in any Registration
Statement. In case any action or proceeding shall be brought against the Company
or its directors or officers or any such controlling person in respect of which
indemnity may be sought against a Holder of Transfer Restricted Securities, such
Holder shall have the rights and duties given the Company and the Company or its
directors or officers or such controlling person shall have the rights and
duties given to each Holder by the preceding paragraph. In no event shall the
liability of any selling Holder
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hereunder be greater in amount than the dollar amount of the proceeds received
by such Holder upon the sale of the Notes giving rise to such indemnification
obligation.
(c) If the indemnification provided for in this Section 8 is unavailable to
an indemnified party under Section 8(a) or Section 8(b) hereof (other than by
reason of exceptions provided in those Sections) in respect of any losses,
claims, damages, liabilities, judgments, actions or expenses referred to
therein, then each applicable indemnifying party, in lieu of indemnifying such
indemnified party, shall contribute to the amount paid or payable by such
indemnified party as a result of such losses, claims, damages, liabilities or
expenses in such proportion as is appropriate to reflect the relative benefits
received by the Company, on the one hand, and the Holders, on the other hand,
from the Initial Placement (which in the case of the Company shall be deemed to
be equal to the total gross proceeds from the Initial Placement as set forth on
the cover page of the Offering Memorandum), the amount of Liquidated Damages
which did not become payable as a result of the filing of the Registration
Statement resulting in such losses, claims, damages, liabilities, judgments,
actions or expenses, and such Registration Statement, or if such allocation is
not permitted by applicable law, the relative fault of the Company on the one
hand, and of the Indemnified Holder, on the other hand, in connection with the
statements or omissions which resulted in such losses, claims, damages,
liabilities or expenses, as well as any other relevant equitable considerations.
The relative fault of the Company on the one hand and of the Indemnified Holder
on the other shall be determined by reference to, among other things, whether
the untrue or alleged untrue statement of a material fact or the omission or
alleged omission to state a material fact relates to information supplied by the
Company or by the Indemnified Holder and the parties' relative intent,
knowledge, access to information and opportunity to correct or prevent such
statement or omission. The amount paid or payable by a party as a result of the
losses, claims, damages, liabilities and expenses referred to above shall be
deemed to include, subject to the limitations set forth in the second paragraph
of Section 8(a), any legal or other fees or expenses reasonably incurred by such
party in connection with investigating or defending any action or claim.
The Company and each Holder of Transfer Restricted Securities agree
that it would not be just and equitable if contribution pursuant to this Section
8(c) were determined by pro rata allocation (even if the Holders were treated as
one entity for such purpose) or by any other method of allocation which does not

take account of the equitable considerations referred to in the immediately
preceding paragraph. Notwithstanding the provisions of this Section 8, none of
the Holders (and its related Indemnified Holders) shall be required to
contribute, in the aggregate, any amount in excess of the amount by which the
total discount received by such Holder with respect to the Initial Notes exceeds
the amount of any damages which such Holder has otherwise been required to pay
by reason of such untrue or alleged untrue statement or omission or alleged
omission. No Person guilty of fraudulent misrepresentation (within the meaning
of Section 11(f) of the Securities Act) shall be entitled to contribution from
any person who was not guilty of such fraudulent misrepresentation. The Holders'
obligations to contribute pursuant to this Section 8(c) are several in
proportion to the respective principal amount of Initial Notes held by each of
the Holders hereunder and not joint.
Section 9. Rule 144A
The Company hereby agrees with each Holder, for so long as any
Transfer Restricted Securities remain outstanding, to make available to any
Holder or beneficial owner of Transfer Restricted Securities in connection with
any sale thereof and any prospective purchaser of such Transfer Restricted
Securities from such Holder or beneficial owner, the information required by
Rule 144A(d)(4) under the Securities Act in order to permit resales of such
Transfer Restricted Securities pursuant to Rule 144A.
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Section 10. Participation in Underwritten Registrations
No Holder may participate in any Underwritten Registration hereunder
unless such Holder (a) agrees to sell such Holder's Transfer Restricted
Securities on the basis provided in any underwriting arrangements approved by
the Persons entitled hereunder to approve such arrangements and (b) completes
and executes all reasonable questionnaires, powers of attorney, indemnities,
underwriting agreements, lock-up letters and other documents required under the
terms of such underwriting arrangements.
Section 11. Selection of Underwriters
The Holders of Transfer Restricted Securities covered by the Shelf
Registration Statement who desire to do so may sell such Transfer Restricted
Securities in an Underwritten Offering. In any such Underwritten Offering, the
investment banker or investment bankers and manager or managers that will
administer the offering will be selected by the Holders of a majority in
aggregate principal amount of the Transfer Restricted Securities included in
such offering; provided, that such investment bankers and managers must be
reasonably satisfactory to the Company.
Section 12. Miscellaneous
(a) Remedies. The Company hereby agrees that monetary damages would not be
adequate compensation for any loss incurred by reason of a breach by it of the
provisions of this Agreement and hereby agrees to waive the defense in any
action for specific performance that a remedy at law would be adequate.
(b) No Inconsistent Agreements. The Company has not entered into, and on or
after the date of this Agreement will not enter into, any agreement with respect
to its securities that is inconsistent with the rights granted to the Holders in
this Agreement or otherwise conflicts with the provisions hereof. The rights
granted to the Holders hereunder do not in any way conflict with and are not
inconsistent with the rights granted to the holders of the Company's securities
under any agreement in effect on the date hereof.
(c) Adjustments Affecting the Notes. The Company will not take any action,
or permit any change to occur, with respect to the Notes that would materially
and adversely affect the ability of the Holders to consummate any Exchange
Offer.
(d) Amendments and Waivers. The provisions of this Agreement may not be
amended, modified or supplemented, and waivers or consents to or departures from
the provisions hereof may not be given unless the Company has obtained the
written consent of Holders of a majority of the outstanding principal amount of
Transfer Restricted Securities. Notwithstanding the foregoing, a waiver or
consent to departure from the provisions hereof that relates exclusively to the
rights of Holders whose securities are being tendered pursuant to the Exchange
Offer and that does not affect directly or indirectly the rights of other
Holders whose securities are not being tendered pursuant to such Exchange Offer
may be given by the Holders of a majority of the outstanding principal amount of
Transfer Restricted Securities being tendered or registered; provided that, with
respect to any matter that directly or indirectly affects the rights of any
Initial Purchaser hereunder, the Company shall obtain the written consent of
each such Initial Purchaser with respect to which such amendment, qualification,
supplement, waiver, consent or departure is to be effective.
(e) Notices. All notices and other communications provided for or permitted

hereunder shall be made in writing by hand-delivery, first-class mail
(registered or certified, return receipt requested), telex, telecopier, or air
courier guaranteeing overnight delivery:
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(i) if to a Holder, at the address set forth on the records of the
Registrar under the Indenture, with a copy to the Registrar under the
Indenture;
(ii) if to the Initial Purchasers:
c/o Banc of America Securities LLC
9 West 57th Street
New York, NY 10019
Facsimile: (212) 583-8567
Attention: Isaac Osaki, Esq.
with a copy to:
Shearman & Sterling
599 Lexington Avenue
New York, NY 10022
Facsimile: (212) 848-7179
Attention: Andrew R. Schleider, Esq.
(iii) if to the Company:
Monitronics International, Inc.
12801 Stemmons Freeway, Suite 821
Dallas, Texas 75234
Facsimile: (972) 919-1985
Attention: Michael Meyers, Chief Financial Officer
with a copy to:
Vinson & Elkins L.L.P.
3700 Trammell Crow Center
2001 Ross Avenue
Dallas, Texas 75021
Facsimile: (214) 999-7714
Attention: Christine Hathaway, Esq.
All such notices and communications shall be deemed to have been duly
given: at the time delivered by hand, if personally delivered; five business
days after being deposited in the mail, postage prepaid, if mailed; when
answered back, if telexed; when receipt acknowledged, if telecopied; and on the
next business day, if timely delivered to an air courier guaranteeing overnight
delivery.
Copies of all such notices, demands or other communications shall be
concurrently delivered by the Person giving the same to the Trustee at the
address specified in the Indenture.
(f) Successors and Assigns. This Agreement shall inure to the benefit of
and be binding upon the successors and assigns of each of the parties, including
without limitation and without the need for an express assignment, subsequent
Holders of Transfer Restricted Securities; provided, however, that
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this Agreement shall not inure to the benefit of or be binding upon a successor
or assign of a Holder unless and to the extent such successor or assign acquired
Transfer Restricted Securities from such Holder.
(g) Counterparts. This Agreement may be executed in any number of
counterparts and by the parties hereto in separate counterparts, each of which
when so executed shall be deemed to be an original and all of which taken
together shall constitute one and the same agreement.
(h) Headings. The headings in this Agreement are for convenience of
reference only and shall not limit or otherwise affect the meaning hereof.
(i) GOVERNING LAW. THIS AGREEMENT SHALL BE GOVERNED BY AND CONSTRUED IN
ACCORDANCE WITH THE LAWS OF THE STATE OF NEW YORK.
(j) Severability. In the event that any one or more of the provisions
contained herein, or the application thereof in any circumstance, is held
invalid, illegal or unenforceable, the validity, legality and enforceability of

any such provision in every other respect and of the remaining provisions
contained herein shall not be affected or impaired thereby.
(k) Entire Agreement. This Agreement, together with the Purchase Agreement,
the Notes, and the Indenture is intended by the parties as a final expression of
their agreement and intended to be a complete and exclusive statement of the
agreement and understanding of the parties hereto in respect of the subject
matter contained herein. There are no restrictions, promises, warranties or
undertakings, other than those set forth or referred to herein with respect to
the registration rights granted by the Company with respect to the Transfer
Restricted Securities. This Agreement supersedes all prior agreements and
understandings between the parties with respect to such subject matter.
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IN WITNESS WHEREOF, the parties have executed this Agreement as of the
date first written above.
MONITRONICS INTERNATIONAL, INC.
By: /s/ Michael Meyers
------------------------------------------------Name: Michael Meyers
Title: Vice President and Chief Financial Officer
The foregoing Registration Rights
Agreement is hereby confirmed and
accepted as of the date first above
written.
BANC OF AMERICA SECURITIES LLC
FLEET SECURITIES, INC.
ABN AMRO INCORPORATED
BANC ONE CAPITAL MARKETS, INC.
HARRIS NESBITT CORP.
NATCITY INVESTMENTS, INC.
U.S. BANCORP PIPER JAFFRAY INC.
WELLS FARGO SECURITIES, LLC
By: BANC OF AMERICA SECURITIES LLC
By: /s/ Daniel J. Kelly
------------------------------Name: Daniel J. Kelly
Title: Managing Director
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EXHIBIT 5.1
VINSON & ELKINS L.L.P.
3700 TRAMMELL CROW CENTER
2001 ROSS AVENUE
DALLAS, TEXAS 75201-2975
TELEPHONE (214) 220-7700
FAX (214) 220-7716
www.velaw.com

October 28, 2003
Monitronics International, Inc.
12801 Stemmons Freeway
Suite 821
Dallas, Texas 75234
Ladies and Gentlemen:
We have acted as counsel for Monitronics International, Inc., a Texas
corporation (the "Company"), in connection with the exchange of $160,000,000
aggregate principal amount of the Company's 11 3/4% Senior Subordinated Notes
due 2010 (the "New Notes") for $160,000,000 aggregate principal amount of the
Company's 11 3/4% Senior Subordinated Notes due 2010 (the "Old Notes"). The New
Notes are to be exchanged for the Old Notes in a registered exchange offer (the
"Exchange Offer") pursuant to the Registration Rights Agreement, dated August
25, 2003 (the "Registration Rights Agreement"), by and among the Company, and
Banc of America Securities LLC, Fleet Securities, Inc., ABN AMRO Incorporated,
Banc One Capital Markets, Inc., Harris Nesbitt Corp., Natcity Investments, Inc.,
U.S. Bancorp Piper Jaffray Inc. and Wells Fargo Securities, LLC.
The Old Notes have been, and the New Notes will be, issued pursuant to an
Indenture, dated as of August 25, 2003 (the "Indenture"), by and between the
Company and The Bank of New York Trust Company of Florida, N.A., as Trustee (the
"Trustee"). Unless the context otherwise requires, each capitalized term used
and not defined herein shall have the meaning given such term in the Indenture.
In reaching the opinion set forth herein, we have reviewed originals or
copies of the Indenture, the Registration Rights Agreement, the Registration
Statement on Form S-4 filed by the Company under the Securities Act of 1933 (the
"Securities Act") registering the offering of the New Notes (the "Registration
Statement") and such other documents and matters of law that we deemed relevant.
Based upon the foregoing, and subject to the assumptions and qualifications
hereinafter stated, we express the opinion that the New Notes, when duly
executed, authenticated, issued and delivered in accordance with the Exchange
Offer and the Indenture, and when delivered in exchange for the Old Notes, will
constitute valid and binding obligations of the Company entitled to the benefits
of the Indenture, subject to (i) laws relating to bankruptcy, insolvency,
fraudulent conveyance, fraudulent transfer, reorganization, rearrangement,
liquidation, conservatorship, moratorium and other laws affecting the
enforcement of creditors' rights or the collection of debtors' obligations
generally, (ii) principles of equity (regardless of whether enforceability is
considered in a proceeding in equity or at law) and (iii) an implied covenant of
good faith and fair dealing.
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For purposes of this opinion, we have assumed that (i) all information
contained in all documents reviewed by us is true and correct, (ii) all
signatures on all documents reviewed by us are genuine, (iii) all documents
submitted to us as originals are true and complete, and (iv) all documents
submitted to us as copies are true and complete copies of the originals thereof,
(v) each natural person signing any document reviewed by us had the legal
capacity to do so, and (vi) each person signing any document reviewed by us in a
representative capacity had authority to sign in such capacity.
This opinion is limited in all respects to the laws of the State of Texas
and the federal laws of the United States of America.
This opinion may be filed as an exhibit to the Registration Statement.
Consent is also given to the reference to this firm under the caption "Legal
Matters" in the Prospectus included in the Registration Statement as having
passed on certain legal matters in connection with the New Notes. In giving this
consent, we do not admit that we come within the category of persons whose
consent is required under Section 7 of the Securities Act or the rules and
regulations of the Securities and Exchange Commission promulgated thereunder.

We express no opinion as to any matter other than as expressly set forth
above, and no opinion on any other matter may be inferred or implied herefrom.
The opinion expressed herein is given as of the date hereof, and we undertake
no, and herby disclaim any, obligation to advise you of any change in any matter
set forth herein. The opinion expressed herein is for the sole use and benefit
of, and may only be relied upon by, the Company, and is not to be used,
circulated, quoted or otherwise referred to in connection with any transaction
other than the Exchange Offer or by or to any other person without our prior
written consent.
Very truly yours,
/s/ Vinson & Elkins L.L.P.
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Restrictive Agreements

CREDIT AGREEMENT, dated as of August 25, 2003, by and among Monitronics
International, Inc., a Texas corporation (the "Borrower"), the several banks and
other lenders and financial institutions from time to time parties hereto (the
"Lenders"), Fleet National Bank, as administrative agent for each of the other
Credit Parties hereto (in such capacity, the "Administrative Agent"), and Bank
of America, N.A., as syndication agent for each of the other Credit Parties
hereto (in such capacity, the "Syndication Agent").
ARTICLE 1
DEFINITIONS AND RULES OF INTERPRETATION
1.1

Definitions

As used in this Agreement, terms defined in the preamble have the
meanings therein indicated, and the following terms have the following meanings:
"ABRY Fee" means a one-time payment to ABRY Partners, LLC of an
advisory fee to be paid on or about the Effective Date in an aggregate principal
amount not to exceed Two Million Seven Hundred Thousand Dollars ($2,700,000).
"Account Control Agreement" means an Account Control Agreement in the
form of Exhibit P hereto, pursuant to which a bank or other financial or
depository institution that maintains a deposit account for the Borrower or any
Subsidiary grants to the Administrative Agent, for the benefit of the Credit
Parties, "control" (within the meaning of the Uniform Commercial Code") over the
Collateral and financial assets from time to time deposited in or credited to
such account.
"Accountants" means Ernst & Young LLP (or any successor thereto), or
such other firm of certified public accountants of recognized national standing
selected by the Borrower and reasonably satisfactory to the Administrative
Agent.
"Acquired RMR" shall mean Recurring Monthly Revenue under Security
Alarm Contracts acquired under Approved Alarm Purchase Agreements (but only to
the extent such Acquired RMR is payable to the Borrower).
"Acquisition" has the meaning set forth in Section 8.5.
"Additional Permitted Subordinated Debt" means, Subordinated Debt
issued subsequent to the Effective Date, which shall (a) be unsecured, (b) have
subordination provisions that are satisfactory to the Administrative Agent and
no more adverse to the Lenders than the subordination terms of the Permitted
Subordinated Debt, (c) have no required cash redemption or principal maturities
or sinking fund payments or put rights (other than customary change of control
provisions) prior to the date which is one year after the Term Loan Maturity
Date, (d) have an interest rate acceptable to the Administrative Agent and (e)
contain terms and conditions that are no more restrictive to the Borrower and
its Subsidiaries than those of the Permitted Subordinated Debt. The aggregate
principal amount of the Additional Permitted Subordinated Debt outstanding at
any time plus the aggregate principal commitments under the Incremental
Facilities, if any, shall not exceed, in the aggregate, One Hundred Fifty
Million Dollars ($150,000,000).
"Advance" means a Base Rate Advance or a Eurodollar Advance.
"Affected Advance" has the meaning set forth in Section 3.6.
"Affiliate" means as to any Person any other Person at the time
directly or indirectly controlling, controlled by or under direct or indirect
common control with such Person. For purposes of this definition, "control" of a
Person means the power, directly or indirectly, either to (i) vote 5% or more of
the securities having ordinary voting power for the election of directors of
such Person or (ii) direct or cause the direction of the management and policies
of such Person, whether by contract or otherwise.
"Affiliate Subordination Agreement" means the Affiliate Subordination
Agreement, substantially in the form of Exhibit I, made by each of Austin
Ventures, Capital Resource Lenders II, L.P., Windward Capital Partners II, L.P.,
NML, Windward Capital L.P II, LLC, ABRY Partners IV, L.P. and ABRY Investment
Partnership, L.P. in favor of the Administrative Agent, for the benefit of the
Credit Parties.
"Agent-Related Persons" means each of the Agents, together with their
respective Affiliates (including, in the case of Fleet in its capacity as the
Administrative Agent, Fleet Securities, Inc., and in the case of Bank of
America, in its capacity as the Syndication Agent, Banc of America Securities
LLC), and the officers, directors, employees, agents and attorneys-in-fact of
such Persons and Affiliates.
"Agents" means, collectively, the Administrative Agent and the

Syndication Agent.
"Aggregate Applicable Revolving Loan Commitments" means, at any time,
with respect to a Revolving Loan Facility, the sum at such time of the
Applicable Revolving Loan Commitments of all Lenders with respect to such
Revolving Loan Facility.
"Aggregate Applicable Revolving Loan Exposure" means, at any time,
with respect to a Revolving Loan Facility, the sum at such time of the
Applicable Revolving Loan Exposures of all Lenders with respect to such
Revolving Loan Facility.
"Aggregate Applicable Term Loan Commitments" means, at any time, with
respect to a Term Loan Facility, the sum at such time of the Applicable Term
Loan Commitments of all Lenders with respect to such Term Loan Facility.
"Aggregate Applicable Term Loan Exposure" means, at any time, with
respect to a Term Loan Facility, the sum at such time of the Applicable Term
Loan Exposures of all Lenders with respect to such Term Loan Facility.
"Aggregate Commitments" at any time, means the sum of the Aggregate
Original Revolving Loan Commitment, plus the Aggregate Original Term Loan
Commitment, plus the Aggregate Incremental Revolving Loan Commitment, plus the
Aggregate Incremental Term Loan Commitment.
-2"Aggregate Incremental Revolving Loan Commitment" at any time, means
the sum of Incremental Revolving Loan Commitments of all Lenders with respect to
all Incremental Revolving Loan Facilities at such time, in an initial amount
equal to zero, as such amount may be increased pursuant to Section 2.4 to an
aggregate amount which, when combined with the Aggregate Incremental Term Loan
Commitment, may not exceed the Maximum Incremental Amount.
"Aggregate Incremental Term Loan Commitment" at any time, means the
sum of the Incremental Term Loan Commitments of all Lenders with respect to all
Incremental Term Loan Facilities at such time, in an initial amount equal to
zero, as such amount may be increased pursuant to Section 2.4 to an aggregate
amount which, when combined with the Aggregate Incremental Revolving Loan
Commitment, may not exceed the Maximum Incremental Amount.
"Aggregate Exposure" means, at any time, the sum at such time of the
outstanding principal balance of the Loans of all Lenders.
"Aggregate Loan Percentage" means, as to any Lender at any time, (i)
the percentage which (x) the sum of the amount of such Lender's Applicable
Revolving Loan Commitments with respect to all Revolving Loan Facilities plus
the aggregate principal amount of all of such Lender's Term Loans and
Incremental Term Loans then outstanding then constitutes of (y) the sum of the
amount of the Aggregate Original Revolving Loan Commitment plus the amount of
the Aggregate Incremental Revolving Loan Commitment plus the Aggregate Term Loan
Exposure at such time, or (ii) at any time after the Original Revolving Loan
Commitments and the Incremental Revolving Loan Commitments have expired or
terminated, the percentage which (A) the sum of the aggregate principal amount
of such Lender's Applicable Revolving Loan Exposure with respect to all
Revolving Loan Facilities then outstanding plus the aggregate principal amount
of all such Lender's Term Loans and Incremental Term Loans then outstanding
constitutes of (B) the sum of Aggregate Revolving Loan Exposure at such time
plus the Aggregate Term Loan Exposure at such time.
"Aggregate Purchase Price" means, with respect to any period, the
aggregate Purchase Price for all Acquisitions completed by the Borrower and its
Subsidiaries during such period.
"Aggregate Original Revolving Loan Commitment" means, at any time, the
sum at such time of the Original Revolving Loan Commitments of all Lenders.
"Aggregate Revolving Loan Exposure" means, at any time, the sum at
such time of the Applicable Revolving Loan Exposure of all Lenders with respect
to all Revolving Loan Facilities.
"Aggregate Original Term Loan Commitment" means the sum of the
Original Term Loan Commitments of all Lenders.
"Aggregate Term Loan Exposure" means, at any time, the sum at such
time of the Applicable Term Loan Exposure of all Lenders with respect to all
Term Loan Facilities.
"Agreement" means this Credit Agreement.
-3"Annualized Quarterly NOI" means, as of any date, an amount equal to

four (4) multiplied by NOI for the Trailing Three-Month Period ended on such
date.
"Anticipated Reinvestment Amount" means, with respect to any
Reinvestment Election, the amount specified in the Reinvestment Notice delivered
by the Borrower in connection therewith as the amount of the Net Cash Proceeds
from the related Disposition that the Borrower or any Subsidiary of the Borrower
intends to use to purchase, construct or otherwise acquire Reinvestment Assets.
"Applicable Margin" means:
(a) at all times during which the applicable period set forth below is
in effect, (i) with respect to Revolving Loans consisting of Base Rate Advances,
the percentage set forth below under the heading "Base Rate Margin" and adjacent
to such applicable period and (ii) with respect to Revolving Loans consisting of
Eurodollar Advances, the percentage set forth below under the heading
"Eurodollar Margin" and adjacent to such applicable period:
- -----------------------------------------------------------------Base Rate
Eurodollar
Period
Margin
Margin
- -----------------------------------------------------------------When the Total Leverage Ratio is
greater than or equal to 3.25:1.00
3.00%
4.00%
- -----------------------------------------------------------------When the Total Leverage Ratio is
greater than or equal to 3.00:1.00 but
less than 3.25:1.00
2.75%
3.75%
- -----------------------------------------------------------------When the Total Leverage Ratio is
greater than or equal to 2.75:1.00 but
less than 3.00:1.00
2.50%
3.50%
- -----------------------------------------------------------------When the Total Leverage Ratio is less
than 2.75:1.00
2.25%
3.25%
- -----------------------------------------------------------------provided that if the Borrower fails to deliver in a timely manner any Compliance
Certificate, from the date on which such Compliance Certificate was to have been
delivered in accordance with Section 7.1 until the date such Compliance
Certificate is actually delivered, the Applicable Margins with respect to
Revolving Loans shall be the highest margins specified in the table above.
(b) at all times, (y) with respect to Term Loans consisting of Base
Rate Advances, 3.50% and (z) with respect to Term Loans consisting of Eurodollar
Advances, 4.50%; and
(c) with respect to Incremental Term Loans and Incremental Revolving
Loans, the Incremental Margin to be added to the Base Rate or Eurodollar Rate,
as the case may
-4be, as agreed upon by the Borrower and the Lender or Lenders providing the
Incremental Term Loan Commitment and/or Incremental Revolving Loan Commitment
relating thereto as provided in Section 2.4.
"Applicable Revolving Loan Commitment" means, with respect to any
Revolving Loan Facility and as to any Revolving Loan Lender as of any date, the
obligation of such Lender, if any, to make Original Revolving Loans or
Incremental Revolving Loans, as applicable, under such Revolving Loan Facility
to the Borrower hereunder in an aggregate principal amount not to exceed the
amount of such Lender's Original Revolving Loan Commitment or applicable
Incremental Revolving Loan Commitment under such Revolving Loan Facility, as the
case may be, or, in the case of any Lender that is an Eligible Institution, the
amount of the Applicable Revolving Loan Commitment of the assigning Lender which
is assigned to such Eligible Institution in accordance with Section 11.5 and set
forth in the applicable Assignment and Acceptance Agreement, in each case, as
such amount may be reduced from time to time in accordance herewith.
"Applicable Revolving Loan Exposure" means, with respect to any
Revolving Loan Facility and as to any Revolving Loan Lender as of any date, the
sum as of such date of (a) the outstanding principal balance of such Revolving
Loan Lender's Revolving Loans made under such Revolving Loan Facility plus (b),
for purposes of calculating the Applicable Revolving Loan Exposure of a
Revolving Loan Lender under the Original Revolving Loan Facility, such Revolving
Loan Lender's Applicable Revolving Loan Percentage (with respect to the Original
Revolving Loan Facility) of all outstanding Swing Line Loans.
"Applicable Revolving Loan Percentage" means, (i) with respect to
Revolving Loans made or to be made under the Original Revolving Loan Facility,
and as to any Lender at any time, (x) the percentage which the amount of such
Lender's Original Revolving Loan Commitment then constitutes of the amount of
the Aggregate Applicable Revolving Loan Commitments with respect to the Original

Revolving Loan Facility, or (y) at any time after the Original Revolving Loan
Commitments have expired or terminated, the percentage which the aggregate
principal amount of such Lender's Applicable Revolving Loan Exposure with
respect to the Original Revolving Loan Facility constitutes of the Aggregate
Applicable Revolving Loan Exposure with respect to the Original Revolving Loan
Facility, and (ii) with respect to Incremental Revolving Loans made or to be
made under an Incremental Revolving Loan Facility, and as to any Lender at any
time, (x) the percentage which the amount of such Lender's Incremental Revolving
Loan Commitment with respect to such Incremental Revolving Loan Facility then
constitutes of the amount of the Aggregate Applicable Revolving Loan Commitments
with respect to such Incremental Revolving Loan Facility, or (y) at any time
after the Incremental Revolving Loan Commitments under such Incremental
Revolving Loan Facility have expired or terminated, the percentage which the
aggregate principal amount of such Lender's Applicable Revolving Loan Exposure
with respect to such Incremental Revolving Loan Facility constitutes of the
Aggregate Applicable Revolving Loan Exposure with respect to such Incremental
Revolving Loan Facility.
"Applicable Term Loan Commitment" means, with respect to any Term Loan
Facility and as to any Term Loan Lender as of any date, the obligation of such
Lender, if any, to make Original Term Loans or Incremental Term Loans, as
applicable, under such Term Loan
-5Facility to the Borrower hereunder in an aggregate principal amount not to
exceed the amount of such Lender's Original Term Loan Commitment or applicable
Incremental Term Loan Commitment under such Term Loan Facility, as the case may
be, or, in the case of any Lender that is an Eligible Institution, the amount of
the Applicable Term Loan Commitment of the assigning Lender which is assigned to
such Eligible Institution in accordance with Section 11.5 and set forth in the
applicable Assignment and Acceptance Agreement, in each case, as such amount may
be reduced from time to time in accordance herewith.
"Applicable Term Loan Exposure" means, with respect to any Term Loan
Facility and as to any Term Loan Lender as of any date, the sum as of such date
of the outstanding principal balance of such Term Loan Lender's Term Loans made
under such Term Loan Facility.
"Applicable Term Loan Percentage" means, (i) with respect to Term
Loans to be made under the Original Term Loan Facility, and as to any Lender at
the time such Loans are to be made, the percentage which the amount of such
Lender's Original Term Loan Commitment then constitutes of the amount of the
Aggregate Applicable Term Loan Commitments with respect to the Original Term
Loan Facility, (ii) after the Original Term Loans have been funded, and as to
any Lender at any time thereafter, the percentage which the sum of all of such
Lender's Original Term Loans then outstanding constitutes of the Aggregate
Applicable Term Loan Exposure with respect to the Original Term Loan Facility,
(iii) with respect to Incremental Term Loans to be made under an Incremental
Term Loan Facility, and as to any Lender at the time such Loans are to be made,
the percentage which the amount of such Lender's Incremental Term Loan
Commitment with respect to such Incremental Term Loan Facility then constitutes
of the amount of the Aggregate Applicable Term Loan Commitments with respect to
such Incremental Term Loan Facility, and (iv) after the Incremental Term Loans
under an Incremental Term Loan Facility have been funded, and as to any Lender
at any time thereafter, the percentage which the sum of all of such Lender's
Incremental Term Loans then outstanding under such Incremental Term Loan
Facility constitutes of (y) the Aggregate Applicable Term Loan Exposure with
respect to such Incremental Term Loan Facility.
"Approved Alarm Dealer(s)" means Persons engaged in the business of
selling, installing or servicing security alarm products that are (or will be)
monitored in the Borrower's central station.
"Approved Alarm Purchase Agreement(s)" means the master form or forms
of purchase agreements attached hereto as Exhibit N or any similar agreements
(including bills of sale) that have been approved in writing by the
Administrative Agent providing for the purchase of Security Alarm Contracts by
any Loan Party from Approved Alarm Dealers, provided that any Loan Party shall
have the right to negotiate and modify such forms of agreements with each
Approved Alarm Dealer in such manner as such Loan Party deems appropriate and
advisable, except that such Loan Party may not modify any such purchase
agreement so that it fails to include any of the following provisions: (i) all
rights of such Loan Party thereunder, including but not limited to rights under
any related Noncompete Agreement, and all remedies of such Loan Party contained
therein, and all rights to the Security Alarm Contracts which are the subject
hereof, shall be fully assignable by such Loan Party and shall inure to the
benefit of, and be fully enforceable by, all successors and assigns (including
the Agents or their designees) of such Loan
-6Party, without the requirement of consent of the seller or any other Person;

(ii) the Security Alarm Contracts which are the subject thereof are not subject
to any Liens; (iii) such Loan Party shall be obligated to perform under and
according to the terms of such purchase agreement, and that such agreement has
not been entered into with any financing purpose, whether stated or unstated, or
with the intent to have such agreement governed by Article 9 of the Uniform
Commercial Code; and (iv) such Loan Party may assign its monitoring and other
responsibilities under such purchase agreement to any one or more Persons.
"Approved Fund" means any Fund that is administered or managed by (a)
a Lender, (b) an Affiliate of a Lender or (c) an entity or an Affiliate of an
entity that administers or manages a Lender.
"Arbiter" has the meaning set forth in Section 7.17.
"Assignment and Acceptance Agreement" means an assignment and
acceptance agreement substantially in the form of Exhibit F.
"Austin Ventures" means, collectively, Austin Ventures III-A, L.P.,
Austin Ventures III-B, L.P., Austin Ventures V Affiliates Fund, L.P. and Austin
Ventures V, L.P.
"Bank of America" means Bank of America, N.A., or any successor or
permitted assignee.
"Base Rate" means the rate of interest per annum publicly announced in
Boston, Massachusetts by the Administrative Agent from time to time as its "base
rate" for Dollars loaned in the United States (which rate may not necessarily be
the lowest rate offered by the Administrative Agent), such rate to be adjusted
automatically (without notice) on the effective date of any change in such
publicly announced rate.
"Base Rate Advances" means the Loans (or any portions thereof), at
such time as they (or such portions) are made and/or being maintained at a rate
of interest based upon the Base Rate.
"Board of Governors" means the Board of Governors of the Federal
Reserve System of the United States.
"Borrower Obligations" means, collectively, (a) all of the obligations
and liabilities of the Borrower under the Loan Documents and (b) all of the
obligations and liabilities of the Borrower under each Hedging Agreement entered
into with any Lender, in each case, whether fixed, contingent, now existing or
hereafter arising, created, assumed, incurred or acquired, and whether before or
after the occurrence of any Event of Default under Section 9.1(g) or (h) and
including any obligation or liability in respect of any breach of any
representation or warranty and all post-petition interest and funding losses,
whether or not allowed as a claim in any proceeding arising in connection with
such an event.
"Borrowing" has the meaning set forth in Section 1.4.
"Borrowing Date" means any Business Day on which the Lenders make
Loans.
-7"Borrowing Request" means a request for a Revolving Loan or a Term
Loan, or a combination of both, substantially in the form of Exhibit B.
"Budget" has the meaning set forth in Section 7.1.
"Business Day" means any day other than a Saturday, a Sunday or a day
on which commercial banks located in Boston, Massachusetts are authorized or
required by law or other governmental action to be closed, provided that when
used in connection with a Eurodollar Advance, the term shall also exclude any
day on which banks are not open for dealings in dollar deposits in the London
interbank market.
"Capital Expenditures" means, for any period, the sum of the aggregate
of all expenditures (whether paid in cash or other consideration or accrued as a
liability) by the Borrower and its Subsidiaries on a Consolidated basis in
accordance with GAAP during such period for fixed or capital assets (excluding
any capitalized interest and any such asset acquired in connection with normal
replacement and maintenance programs properly charged to current operations and
excluding any replacement assets acquired with the proceeds of insurance).
"Capital Lease Obligations" means, with respect to any Person, the
obligations of such Person to pay rent or other amounts under any lease of (or
other arrangement conveying the right to use) real or personal property, or a
combination thereof, which obligations are required to be classified and
accounted for as capital leases on a balance sheet of such Person under GAAP,
and the amount of such obligations shall be the capitalized amount thereof
determined in accordance with GAAP.

"Capital Stock" means, as to any Person, all shares, interests,
partnership interests, limited liability company interests, participations,
rights in or other equivalents (however designated) of such Person's equity
(however designated) and any rights, warrants or options exchangeable for or
convertible into such shares, interests, participations, rights or other equity.
"Cash Equivalents" means Dollar denominated investments in book-entry
securities, negotiable instruments, or securities represented by instruments in
bearer or registered form which evidence:
(a) direct obligations of, and obligations fully guaranteed as to
timely payment by, the United States;
(b) demand deposits, time deposits or certificates of deposit of any
depository institution or trust company incorporated under the laws of the
United States or any state thereof (or any domestic branch of a foreign bank)
and subject to supervision and examination by Federal or State Banking or
depository institution authorities; provided, however, that at the time of the
investment or contractual commitment to invest therein, the commercial paper or
other short-term unsecured debt obligations (other than such obligations the
rating of which is based on the credit of a Person other than such depository
institution or trust company) thereof shall have a credit rating from each of
the Rating Agencies in one of the two highest investment categories granted
thereby;
-8(c) commercial paper or other short term obligations of any
corporation organized under the laws of the United States whose ratings, at the
time of the investment or contractual commitment to invest therein, from each of
the Rating Agencies are in the highest investment category granted thereby;
(d) investments in money market funds having a rating from each of the
Rating Agencies in the highest investment category granted thereby;
(e) bankers acceptances issued by any depository institution or trust
company referred to in clause (b) above; or
(f) repurchase obligations with respect to any security that is a
direct obligation of, or fully guaranteed by, the United States or any agency or
instrumentality thereof the obligations of which are backed by the full faith
and credit of the United States, in either case entered into with (i) a
depository institution or trust company (acting as principal) described in
clause (b) above (except that the rating referred to in the proviso in such
clause (b) shall be A-1 or higher in the case of Standard & Poor's) (such
depository institution or trust company being referred to in this definition as
a "financial institution"), (ii) broker/dealer (acting as principal) registered
as a broker or dealer under Section 15 of the Securities Exchange Act of 1934,
as amended, (a "broker/dealer") the unsecured short-term debt obligations of
which are rated P-1 by Moody's and at least A-1 by Standard & Poor's at the time
of entering into such repurchase obligation (a "rated broker/dealer"), (iii) an
unrated, broker/dealer (an "unrated broker/dealer"), acting as principal, that
is a wholly-owned subsidiary of a non-bank or bank holding company the unsecured
short-term debt obligations of which are rated P-1 by Moody's and at least A-1
by Standard & Poor's at the time of purchase.
"Casualty Event" means the damage, destruction or condemnation, as the
case may be, of property of any Person or any of its Subsidiaries.
"Certificate of Exemption" has the meaning set forth in Section 3.7.
"Change in Control" means with respect to any Person, an event or
series of events by which:
(a) any "person" or "group" (as such terms are used in Sections 13(d)
and 14(d) of the Securities Exchange Act of 1934, but excluding any employee
benefit plan of such person or its subsidiaries, and any person or entity acting
in its capacity as trustee, agent or other fiduciary or administrator of any
such plan) other than a Pledgor (together with its Affiliates) becomes the
"beneficial owner" (as defined in Rules 13d-3 and 13d-5 under the Securities
Exchange Act of 1934, except that a person or group shall be deemed to have
"beneficial ownership" of all securities that such person or group has the right
to acquire (such right, an "option right"), whether such right is exercisable
immediately or only after the passage of time), directly or indirectly, of
thirty-five percent (35%) or more of the equity securities of such Person
entitled to vote for members of the Managing Person of such Person on a
fully-diluted basis (and taking into account all such securities that such
person or group has the right to acquire pursuant to any option right);
-9(b) the Pledgors or their Affiliates cease to own, directly or
indirectly, in the aggregate more than fifty percent (50%) of the voting stock

(on a fully-diluted basis) of the Borrower; or
(c) during any period of twelve (12) consecutive months, a majority of
the members of the Managing Person of such Person cease to be composed of
individuals (i) who were members of that Managing Person on the first day of
such period, (ii) whose election or nomination to that Managing Person was
approved by individuals referred to in clause (i) above constituting at the time
of such election or nomination at least a majority of that Managing Person,
(iii) who are Pledgors or representatives of the Pledgors, or (iv) whose
election or nomination to that Managing Person was approved by individuals
referred to in clauses (i) and (ii) above constituting at the time of such
election or nomination at least a majority of that Managing Person (excluding,
in the case of both clause (ii) and clause (iv), any individual whose initial
nomination for, or assumption of office as, a member of that Managing Person
occurs as a result of an actual or threatened solicitation of proxies or
consents for the election or removal of one or more members of such Managing
Person by any person or group other than a solicitation for the election of one
or more members by or on behalf of the Managing Person).
In addition, a "Change in Control" of the Borrower shall be deemed to
occur immediately upon the occurrence of any event or series of events that
would be deemed to constitute a "Change of Control" under the Indenture.
"Change in Law" means (a) the adoption of any law, rule or regulation
after the Effective Date or, in the case of an Incremental Facility, the
effective date of such Incremental Facility, (b) the issuance or promulgation
after the Effective Date or, in the case of an Incremental Facility, the
effective date of such Incremental Facility, of any directive, guideline or
request from any Governmental Authority (whether or not having the force of
law), or (c) any change after the Effective Date or, in the case of an
Incremental Facility, the effective date of such Incremental Facility, in any
existing law, rule, regulation, directive, guideline or request (or in the
interpretation thereof) by any Governmental Authority charged with the
administration thereof.
"Change in Management" shall be deemed to occur if both (i) James R.
Hull ceases to be and/or perform the duties of Chief Executive Officer and
President of the Borrower, and (ii) either (y) Mr. Hull is not replaced by an
interim executive officer acceptable in the reasonable discretion of the
Required Lenders within sixty (60) days or (z) Mr. Hull is not replaced by a
permanent Chief Executive Officer and/or President (as the case may be)
acceptable in the reasonable discretion of the Required Lenders within one
hundred eighty (180) days.
"Code" means the Internal Revenue Code of 1986, as the same may be
amended from time to time, or any successor thereto, and the rules and
regulations issued thereunder, as from time to time in effect.
"Collateral" means any and all "Collateral", as defined in any
Security Document, whether now existing or hereafter arising.
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any fiscal quarter of the Borrower in which the average daily unused portion of
the Aggregate Applicable Revolving Loan Commitments with respect to the Original
Revolving Loan Facility shall be equal to or greater than fifty percent (50%) or
(b) fifty basis points for any fiscal quarter of the Borrower in which the
average daily unused portion of the Aggregate Applicable Revolving Loan
Commitments with respect to the Original Revolving Loan Facility shall be less
than fifty percent (50%).
"Commitment Fees" has the meaning set forth in Section 3.2(a).
"Commitments" means, collectively, the Original Revolving Loan
Commitments, the Original Term Loan Commitments and any Incremental Revolving
Loan Commitments and/or Incremental Term Loan Commitments provided after the
Effective Date pursuant to Section 2.4, each a "Commitment".
"Compliance Certificate" has the meaning set forth in Section 7.1.
"Consolidated" means the Borrower and its Subsidiaries which are
consolidated for financial reporting purposes.
"Conversion Date" means the date on which: (a) a Eurodollar Advance is
converted to a Base Rate Advance, (b) a Base Rate Advance is converted to a
Eurodollar Advance or (c) a Eurodollar Advance is converted to, or continued as,
a new Eurodollar Advance.
"Credit Party" means the Administrative Agent, the Syndication Agent
or a Lender, as the case may be, and "Credit Parties" shall mean, collectively,
the Administrative Agent, the Syndication Agent and the Lenders.
"Current Liabilities" means, at any date of determination, all

liabilities (excluding Total Senior Debt and the current portion of other long
term debt) which would be characterized as current liabilities in accordance
with GAAP.
"Customary Lien" means any of the following:
(a) any Lien imposed by law for Taxes that are not yet due or are
being contested in the manner described in Section 7.4, provided that
enforcement of such Lien is stayed pending such contest;
(b) carriers', warehousemen's, mechanics', materialmen's, repairmen's
and other like Liens imposed by law, arising in the ordinary course of business
and securing obligations that are not overdue by more than thirty (30) days or
are being contested in the manner described in Section 7.4, provided that
enforcement of each such Lien is stayed pending such contest;
(c) pledges and deposits made in the ordinary course of business in
compliance with workers' compensation, unemployment insurance and other social
security laws or regulations;
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contracts (other than contracts for the payment of money), leases, statutory
obligations, surety and appeal bonds and other obligations of like nature
arising in the ordinary course of business;
(e) judgment liens in respect of judgments that would not cause an
Event of Default under Section 9.1(k); and
(f) zoning ordinances, easements, rights of way, minor defects,
irregularities, and other similar encumbrances on real property imposed by law
or arising in the ordinary course of business that do not secure any monetary
obligations and do not materially detract from the value of the affected
property or interfere with the ordinary conduct of business of the Borrower or
any of its Subsidiaries.
"Debtor Relief Laws" means the Bankruptcy Code of the United States,
and all other liquidation, conservatorship, bankruptcy, assignment for the
benefit of creditors, moratorium, rearrangement, receivership, insolvency,
reorganization, or similar debtor relief Laws of the United States or other
applicable jurisdictions from time to time in effect and affecting the rights of
creditors generally.
"Default" means any event or condition which constitutes an Event of
Default or which, with the giving of notice, the lapse of time, or any other
condition, would, unless cured or waived, become an Event of Default.
"Disposition" has the meaning set forth in Section 8.6.
"Disputed Agreements" has the meaning set forth in Section 7.17.
"Dollars" and "$" mean lawful currency of the United States.
"Effective Date" means the date on which the conditions set forth in
Article 5 have been satisfied (or waived in accordance with Section 11.1).
"Eligible Institution" means (a) any commercial bank, trust company,
banking association, insurance company, financial institution, mutual fund or
pension fund acceptable to the Administrative Agent, (b) any Lender or any
Affiliate or Subsidiary thereof, or (c) any other entity (whether a corporation,
partnership, trust or otherwise) that is engaged in making, purchasing, holding
or otherwise investing in bank loans and similar extensions of credit in the
ordinary course of its business acceptable to the Administrative Agent, provided
that notwithstanding the foregoing "Eligible Institution" shall not include any
Affiliates or Subsidiaries of Borrower.
"Employment Agreement" means any employment agreement, agreement for
the payment of deferred compensation, severance or change in control agreement
covering officers, managers or other Affiliates of the Borrower or any
Subsidiary, as well as all collective bargaining agreements or other labor
agreements covering any employees of the Borrower or any Subsidiary.
"Environmental Laws" has the meaning set forth in Section 4.7.
-12"Equity Issuance" means the issuance of any equity securities or the
receipt of any capital contribution, in each case, by the Borrower or any of its
Subsidiaries, other than (a) any issuance of equity securities to, or receipt of
any such capital contribution from, the Borrower or (b) the issuance of common
stock pursuant to the Option Plans, in either case, in the ordinary course of
business.

"ERISA" means the Employee Retirement Income Security Act of 1974, as
amended from time to time, and the rules and regulations issued thereunder, as
from time to time in effect.
"ERISA Affiliate" means any Person which is a member of any group of
organizations within the meaning of Sections 414(b) or (c) of the Code (or,
solely for purposes of potential liability under Section 302(c)(11) of ERISA and
Section 412(c)(11) of the Code and the lien created under Section 302(f) of
ERISA and Section 412(n) of the Code, Sections 414(m) or (o) of the Code) of
which the Borrower or any Subsidiary is a member.
"ERISA Event" means (a) a "reportable event", as defined in Section
4043 of ERISA with respect to a Pension Plan (other than an event for which the
30-day notice period is waived), (b) the existence with respect to any Pension
Plan of an "accumulated funding deficiency" (as defined in Section 412 of the
Code or Section 302 of ERISA), whether or not waived; (c) the filing pursuant to
Section 412(d) of the Code or Section 303(d) of ERISA of an application for a
waiver of the minimum funding standard with respect to any Pension Plan; (d) the
incurrence by the Borrower or any of its ERISA Affiliates of any liability under
Title IV of ERISA with respect to the termination of any Pension Plan; (e) the
receipt by the Borrower or any ERISA Affiliate from the PBGC or a plan
administrator of any notice relating to an intention to terminate any Pension
Plan or Pension Plans or to appoint a trustee to administer any Pension Plan;
(f) the incurrence by the Borrower or any of its ERISA Affiliates of any
liability with respect to the withdrawal or partial withdrawal from any Pension
Plan or Multiemployer Plan; or (g) the receipt by the Borrower or any ERISA
Affiliate of any notice, or the receipt by any Multiemployer Plan from the
Borrower or any ERISA Affiliate of any notice, concerning the imposition of
Withdrawal Liability or a determination that a Multiemployer Plan is, or is
expected to be, insolvent or in reorganization, within the meaning of Title IV
of ERISA.
"Eurodollar Advances" means, collectively, the Loans (or any portions
thereof), at such time as they (or such portions) are made and/or being
maintained at a rate of interest based upon the Eurodollar Rate.
"Eurodollar Office" means the office of a Lender designated as its
"Eurodollar Office" on Schedule 1.1 hereto or in an Assignment and Acceptance
Agreement, or such other office designated from time to time by notice from such
Lender to the Borrower and the Administrative Agent, whether or not outside the
United States, which shall be making or maintaining the Eurodollar Advances of
such Lender.
"Eurodollar Base Rate" means, for each Interest Period with respect to
each Eurodollar Advance, the interest rate per annum designated as the LIBOR
rate as of 11:00 a.m. (London time) for a period comparable to such Interest
Period that appears on the display on the LIBO page on the Reuter Monitor Money
Rates Service (the "Reuter Screen"); provided that if
-13no offered quotations appear on the Reuter Screen or if quotations are not given
on the Reuter Screen for periods comparable to such Interest Period, then the
Eurodollar Base Rate shall be the interest rate per annum designated as the
British Lenders Association interest settlement rate as of 11:00 a.m. (London
time) for a period comparable to such Interest Period that appears on the
display on page 3750 (under USD) of the Telerate Services Incorporated screen
(the "Telerate Screen") two Business Days before the first day of such Interest
Period; provided, further, that if no offered quotations appear on either the
Reuter Screen or the Telerate Screen or if quotations are not given on either
the Reuter Screen or the Telerate Screen for periods comparable to such Interest
Period, then the Eurodollar Base Rate shall be the rate per annum (rounded
upwards to the nearest whole multiple of one-sixteenth of one percent) equal to
the rate per annum at which deposits in U.S. dollars are offered by the
principal office of three (3) reference banks selected by the Administrative
Agent (which may include the Person acting as Administrative Agent) in London,
England to prime banks in the London interbank market at 11:00 a.m. (London
time) two Business Days before the first day of such Interest Period in an
amount substantially equal to the amount of the applicable Eurodollar Advance
and for a period equal to such Interest Period.
"Eurodollar Rate" means, relative to any Advance to be made, continued
or maintained as, or converted into, a Eurodollar Advance for any Interest
Period, a rate per annum determined pursuant to the following formula:
Eurodollar Base Rate =

Eurodollar Base Rate
--------------------------------------------1.00 - Eurodollar Reserve Percentage

The Eurodollar Rate for any Interest Period for Eurodollar Advances will be
determined by the Administrative Agent on the basis of the Eurodollar Reserve
Percentage in effect two Business Days before the first day of such Interest
Period.

"Eurodollar Reserve Percentage" means, relative to any Interest Period
for Eurodollar Advances, the reserve percentage (expressed as a decimal) equal
to the maximum aggregate reserve requirements (including all basic, emergency,
supplemental, marginal and other reserves and taking into account any
transitional adjustments or other scheduled changes in reserve requirements)
specified under regulations issued from time to time by the Board of Governors
and then applicable to assets or liabilities consisting of or including
"Eurocurrency Liabilities", as currently defined in Regulation D of the Board of
Governors, having a term approximately equal or comparable to such Interest
Period.
"Event of Default" has the meaning set forth in Section 9.1.
"Excluded Tax" means as to any Person, a Tax imposed by one of the
following jurisdictions or by any political subdivision or taxing authority
thereof:
(a) the United States,
(b) the jurisdiction in which such Person is organized,
(c) the jurisdiction in which such Person's principal office is
located,
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Credit Party is deemed to be doing business, or
(e) in the case of any Foreign Credit Party, any withholding tax that
is imposed on amounts payable to such Foreign Credit Party at the time such
Foreign Credit Party becomes a party to this Agreement (or designates a new
lending office) or is attributable to such Foreign Credit Party's failure to
comply with Section 3.7(c), except to the extent that such Foreign Credit Party
(or its assignor, if any) was entitled, at the time of designation of a new
lending office (or assignment), to receive additional amounts from the Borrower
with respect to such withholding tax pursuant to Section 3.7;
which Tax referred to in clause (a), (b), (c), (d), or (e) of this definition
(i) is any income tax or franchise tax imposed on all or part of the net income
or net profits of such Person or (ii) represents interest, fees or penalties for
payment of any such income tax or franchise tax.
"Facilities" means, collectively, all of the Revolving Loan Facilities
and all of the Term Loan Facilities hereunder, and each a "Facility".
"Federal Funds Effective Rate" means, for any day, a rate per annum
(expressed as a decimal, rounded upwards, if necessary, to the next higher 1/100
of 1%) equal to the weighted average of the rates on overnight federal funds
transactions with members of the Federal Reserve System arranged by federal
funds brokers on such day, as published by the Federal Reserve Bank of New York
on the Business Day next succeeding such day, provided that (a) if the day for
which such rate is to be determined is not a Business Day, the Federal Funds
Effective Rate for such day shall be such rate on such transactions on the next
preceding Business Day as so published on the next succeeding Business Day and
(b) if such rate is not so published for any day, the Federal Funds Effective
Rate for such day shall be the average of the quotations for such day on such
transactions received by Fleet as determined by Fleet and reported to the
Administrative Agent.
"Fees" has the meaning set forth in Section 2.8.
"Financial Officer" means, as to any Person, the chief financial
officer of such Person or such other officer as shall be satisfactory to the
Administrative Agent.
"Fixed Charge Coverage Ratio" means, at any date, the ratio of (a) NOI
to (b) Fixed Charges, in each case, for the Twelve Month Trailing Period ended
on such date.
"Fixed Charges" means, for any period, the sum, without duplication,
of each of the following determined on a Consolidated basis in accordance with
GAAP:
(a) all scheduled payments of principal and interest on any
Indebtedness during such period relating to Lender Debt, Permitted Subordinated
Debt and Other Senior Debt,
(b) all Federal, State and local income Taxes in respect of income
earned in such period,
(c) Capital Expenditures, and
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pursuant to Section 8.7(h)) paid or payable during such period, regardless of
when expensed in accordance with GAAP.
"Fleet" means Fleet National Bank, or any successor or permitted
assignee.
"Foreign Credit Party" means any Credit Party that is organized under
the laws of a jurisdiction other than the United States or any state thereof.
"Fund" means any Person (other than a natural person) that is (or will
be) engaged in making, purchasing, holding or otherwise investing in commercial
loans and similar extensions of credit in the ordinary course of its business.
"GAAP" means generally accepted accounting principles as in effect
from time to time in the United States.
"Governmental Authority" means any foreign, federal, state, municipal
or other government, or any department, commission, board, bureau, agency,
public authority or instrumentality thereof, or any court or arbitrator.
"Guarantee" of or by any Person (the "guarantor") means any
obligation, contingent or otherwise, of the guarantor guaranteeing or in effect
guaranteeing any return on any investment made by another Person, or any
Indebtedness, lease, dividend or other obligation (a "primary obligation") of
any other Person (a "primary obligor") in any manner, whether directly or
indirectly, including any obligation of the guarantor, direct or indirect,
(a) to purchase any primary obligation or any property constituting
direct or indirect security therefore,
(b) to advance or supply funds (i) for the purchase or payment of any
primary obligation or (ii) to maintain working capital or equity capital of the
primary obligor or otherwise to maintain the net worth or solvency of a primary
obligor,
(c) to purchase property, securities or services primarily for the
purpose of assuring the beneficiary of any primary obligation of the ability of
a primary obligor to make payment of a primary obligation,
(d) otherwise to assure or hold harmless the beneficiary of a primary
obligation against loss in respect thereof, and
(e) in respect of the liabilities of any partnership in which a
secondary obligor is a general partner, except to the extent that such
liabilities of such partnership are nonrecourse to such secondary obligor and
its separate property,
provided, however, that the term "Guarantee" shall not include the endorsement
of instruments for deposit or collection in the ordinary course of business. The
amount of any Guarantee shall be an amount equal to the stated or determinable
amount of the primary obligation in respect of
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reasonably anticipated liability in respect thereof as determined by the
guarantor in good faith.
"Guarantee Agreement" means a Guarantee Agreement, substantially in
the form of Exhibit H, made by any Guarantor in favor of the Administrative
Agent, for the benefit of the Lenders.
"Guarantor Obligations" means, with respect to each Guarantor, all of
the obligations and liabilities of such Guarantor under the Loan Documents,
whether fixed, contingent, now existing or hereafter arising, created, assumed,
incurred or acquired.
"Guarantors" means, collectively, all Subsidiaries of the Borrower and
any Person that becomes a Subsidiary of the Borrower.
"Hazardous Substance" has the meaning set forth in Section 4.7.
"Hedging Agreement" means an agreement for any interest rate swap, cap
or collar arrangement or any other derivative product customarily offered by
banks or other financial institutions.
"Holdback Debt" means the total amount due to Approved Alarm Dealers
as deferred payments under Approved Alarm Purchase Agreements, less any
reductions permitted under the terms of the Approved Alarm Purchase Agreements.

"Holdback Revenue" means, for any period, revenue during such period
associated with credits to Holdback Debt.
"Impermissible Qualification" has the meaning set forth in Section
7.1.
"Incremental Commitment Fee" has the meaning set forth in Section 2.4.
"Incremental Facility" means an Incremental Revolving Loan Facility or
Incremental Term Loan Facility, as the case may be.
"Incremental Loan" means any Incremental Revolving Loan and/or
Incremental Term Loan advanced by a Lender pursuant to Section 2.4.
"Incremental Loan Amendment" has the meaning set forth in Section 2.4.
"Incremental Margin" has the meaning set forth in Section 2.4.
"Incremental Revolving Loan Commitment" means, with respect to an
Incremental Revolving Loan Facility, and as to any Lender, the obligation of
such Lender, if any, to make Incremental Revolving Loans under such Incremental
Revolving Loan Facility to the Borrower hereunder in an aggregate principal
amount not to exceed at any one time the amount set forth under the heading
"Incremental Revolving Loan Commitment" opposite such Lender's name in the
applicable Incremental Loan Amendment establishing such Incremental Revolving
Loan Facility or, in the case of any Lender that is an Eligible Institution, the
amount
-17of the Incremental Revolving Loan Commitment of the assigning Lender which is
assigned to such Eligible Institution in accordance with Section 11.5 and set
forth in the applicable Assignment and Acceptance Agreement, in each case, as
such amount may be reduced from time to time in accordance herewith.
"Incremental Revolving Loan Facility" means the aggregation of
Incremental Revolving Loan Commitments of one or more Lenders which are made
available to the Borrower and become effective on the same date pursuant to the
same Incremental Loan Amendment.
"Incremental Revolving Loan" has the meaning set forth in Section 2.4.
"Incremental Term Lender" means each Lender that has an Incremental
Term Loan Commitment or that is the holder of an Incremental Term Loan.
"Incremental Term Loan Commitment" means, with respect to an
Incremental Term Loan Facility, and as to any Lender, the obligation of such
Lender, if any, to make Incremental Term Loans under such Incremental Term Loan
Facility to the Borrower hereunder in an aggregate principal amount not to
exceed at any one time the amount set forth under the heading "Incremental Term
Loan Commitment" opposite such Lender's name in the applicable Incremental Loan
Amendment establishing such Incremental Term Loan Facility or, in the case of
any Lender that is an Eligible Institution, the amount of the Incremental Term
Loan Commitment of the assigning Lender which is assigned to such Eligible
Institution in accordance with Section 11.5 and set forth in the applicable
Assignment and Acceptance Agreement, in each case, as such amount may be reduced
from time to time in accordance herewith.
"Incremental Term Loan Facility" means the aggregation of Incremental
Term Loan Commitments of one or more Lenders which are made available to the
Borrower and become effective on the same date pursuant to the same Incremental
Loan Amendment.
"Incremental Term Loan" has the meaning set forth in Section 2.4.
"Incremental Term Loan Maturity Date" means for any Incremental Loan
the earliest of (i) the date upon which the final scheduled payment of principal
of such Incremental Term Loan shall be due and payable pursuant to the
applicable Incremental Loan Amendment, which such date shall in no event be
earlier than the Term Loan Maturity Date and (ii) the date on which the Term
Loans (other than Incremental Term Loans) become due and payable in full prior
to the Term Loan Maturity Date pursuant to acceleration or otherwise.
"Incremental Upfront Fee" has the meaning set forth in Section 2.4.
"Indebtedness" means, as to any Person, at a particular time, all
items which constitute, without duplication,
(a) indebtedness for borrowed money,
(b) indebtedness in respect of the deferred purchase price of property
(other than trade payables incurred in the ordinary course of business),
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(c) indebtedness evidenced by notes, bonds, debentures or similar
instruments,
(d) obligations with respect to any conditional sale or title
retention agreement,
(e) indebtedness arising under acceptance facilities and the amount
available to be drawn under all letters of credit issued for the account of such
Person and, without duplication, all drafts drawn thereunder to the extent such
Person shall not have reimbursed the issuer in respect of the issuer's payment
thereof,
(f) liabilities secured by (or for which the holder of such
Indebtedness has an existing right, contingent or otherwise, to be secured by)
any Lien on property owned by such Person (other than carriers', warehousemen's,
mechanics', repairmen's or other like non-consensual statutory Liens arising in
the ordinary course of business), even though such Person has not assumed or
otherwise become liable for the payment thereof,
(g) Capital Lease Obligations and obligations under Synthetic Leases,
(h) all mandatorily redeemable Preferred Stock, and
(i) all Guarantees by such Person of Indebtedness of others.
The Indebtedness of any Person shall include the Indebtedness of any
other entity (including any partnership in which such Person is a general
partner) to the extent such Person is liable therefor as a result of such
Person's ownership interest in or other relationship with such entity, except to
the extent the terms of such Indebtedness provide that such Person is not liable
therefor.
"Indemnified Liabilities" has the meaning set forth in Section 11.4.
"Indemnified Person" has the meaning set forth in Section 11.4.
"Indemnified Tax" means as to any Person, any Tax, except (a) an
Excluded Tax imposed on such Person and (b) any interest, fees or penalties for
late payment thereof imposed on such Person.
"Indenture" means the Indenture dated
Borrower and The Bank of New York Trust Company
with respect to the Permitted Subordinated Debt
definition thereof, as the same may be amended,
and/or extended from time to time.

August 25, 2003 between the
of Florida, N.A., as trustee,
described in clause (a) of the
restated, modified, supplemented

"Intellectual Property" means all patents, trademarks, tradenames,
copyrights, trade secrets, confidential or proprietary technical and business
information and other similar property and all licenses related thereto.
-19"Intercreditor Agreement" means an Intercreditor and Subordination
Agreement in the form of Exhibit R by and between NML and the Administrative
Agent, for the benefit of the Credit Parties.
"Interest Coverage Ratio" means, as of any date, the ratio of (i) NOI
for the Trailing Three-Month Period ending on such date determined on a
Consolidated basis in accordance with GAAP, to (ii) Total Interest Expense for
such Trailing Three-Month Period, determined on a Consolidated basis in
accordance with GAAP.
"Interest Expense" means, for any period, the aggregate amount
(determined on a Consolidated basis in accordance with GAAP) of interest,
whether accrued or paid, during such period in respect of all Indebtedness of
the Borrower and its Subsidiaries for borrowed money and Indebtedness in respect
of Capital Lease Obligations and the deferred purchase price of property.
"Interest Period" means, as to each Eurodollar Advance, the period
commencing on, as the case may be, the Borrowing Date or Conversion Date with
respect thereto and ending one, two, three or six months thereafter or, by
agreement of all of the Lenders, for longer periods, as selected by the Borrower
in its Borrowing Request or Notice of Conversion.
"Investments" has the meaning set forth in Section 8.4.
"Issuing Lender" has the meaning set forth in Section 2.1.
"Joint Lead Arrangers" means, collectively, Fleet Securities, Inc. and
Banc of America Securities LLC.
"Laws" means, collectively, all international, foreign, federal, state

and local statutes, treaties, rules, guidelines, regulations, ordinances, codes
and administrative or judicial precedents or authorities, including the
interpretation or administration thereof by any Governmental Authority charged
with the enforcement, interpretation or administration thereof, and all
applicable administrative orders, directed duties, requests, licenses,
authorizations and permits of, and agreements with, any Governmental Authority,
in each case whether or not having the force of law.
"LC Fee" has the meaning set forth in Section 2.1.
"LC Upfront Fee" has the meaning set forth in Section 2.1.
"Leasehold Mortgage" means a Leasehold Deed of Trust, Assignment of
Leases and Rents, Security Agreement and Financing Statement by the Borrower and
MRP/VV, L.P., a Delaware limited partnership (as successor in interest to TDC
Dallas Partners No. 2, Ltd.) in favor of the Administrative Agent for the
benefit of the Credit Parties in substantially the form of Exhibit O hereto.
"Lender Debt" means principal amounts outstanding from time to time
under this Agreement (including the aggregate undrawn stated amount of all
Letters of Credit issued hereunder) or otherwise due to the Credit Parties under
or in respect of the Loan Documents.
-20"Lenders" means the Persons identified as Lenders on the signature
pages hereof and any other Person that shall become a party hereto pursuant to
an Assignment and Acceptance Agreement.
"Letter of Credit" has the meaning set forth in Section 2.1.
"Letter of Credit Advance" means the payment by the Issuing Lender of
a draft under any Letter of Credit.
"Licenses" has the meaning set forth in Section 4.8.
"Lien" means any mortgage, pledge, hypothecation, assignment,
encumbrance, lien (statutory or other), or other security agreement or security
interest of any kind or nature whatsoever, including any conditional sale or
other title retention agreement and any capital or financing lease having
substantially the same economic effect as any of the foregoing.
"Line of Business" means the business of purchasing security alarm and
other monitoring contracts and engaging in central station security alarm
monitoring and other monitoring services.
"Loan Documents" means, collectively, this Agreement, the Notes, each
Letter of Credit, the Guarantee Agreement, the Security Documents, any Hedging
Agreement entered into with any Lender, any Incremental Loan Amendment and all
other agreements, instruments and documents executed or delivered in connection
herewith or therewith, and any and all amendments, increases, supplements and
other modifications thereof and all renewals, extensions, restatements,
rearrangements and/or substitutions from time to time of all or any part of the
foregoing.
"Loan Parties" means, collectively, the Borrower and each Guarantor.
"Loans" means, collectively, the Revolving Loans, the Term Loans, the
Swing Line Loans, the Incremental Revolving Loans and the Incremental Term
Loans.
"Lockbox Agreements" means the lockbox agreement listed on Schedule
4.20 hereto and any other agreements in form and substance satisfactory to the
Administrative Agent, pursuant to which, among other things, a Loan Party shall
establish lockboxes to which all account debtors of such Loan Party will be
instructed to remit payment.
"Management Fee" means any salary, cost, fee (consulting, management
or other), fringe benefit, allowance, expense reimbursement or other expense
directly or indirectly paid or payable by the Borrower or any Subsidiary (as
compensation or otherwise) to any Affiliate or any holder of Capital Stock of
the Borrower or any Subsidiary (other than to an officer, director or full or
part-time employee) or any partner, shareholder or Affiliate thereof.
"Managing Person" means, with respect to any Person that is (a) a
corporation, its board of directors, (b) a limited liability company, its board
of control, managing member or members, (c) a limited partnership, its general
partner, (d) a general partnership or a limited
-21liability partnership, its managing partner or executive committee or (e) any
other Person, the managing body thereof or other Person analogous to the

foregoing.
"Margin Stock" has the meaning set forth in Regulation U.
"Material Adverse" means, with respect to any change or effect, a
material adverse change in, or effect on, as the case may be, (a) the business,
assets, operations or condition, financial or otherwise, of the Borrower and its
Subsidiaries taken as a whole, (b) the ability of any Loan Party to perform its
obligations under any of the Loan Documents to which it is a party, (c) the
rights of, or benefits available to, the Credit Parties under any of the Loan
Documents, or (d) the legality or enforceability of any Loan Document.
"Material Indebtedness" means, on any date, with respect to any Loan
Party or Loan Parties Indebtedness (other than Indebtedness under the Loan
Documents) in an aggregate principal amount exceeding Five Hundred Thousand
Dollars ($500,000).
"Maximum Incremental Amount" means One Hundred Fifty Million Dollars
($150,000,000), minus the aggregate outstanding principal amount of any
Additional Permitted Subordinated Debt.
"Minimum Borrowing Amount" means, with respect to Base Rate Advances,
Two Hundred Fifty Thousand Dollars ($250,000), and with respect to Eurodollar
Advances, Five Hundred Thousand Dollars ($500,000), in each case, or such amount
plus a whole multiple of One Hundred Thousand Dollars ($100,000) in excess
thereof.
"Minimum Prepayment Amount" means, with respect to Base Rate Advances,
Two Hundred Fifty Thousand Dollars ($250,000), and with respect to Eurodollar
Advances, Five Hundred Thousand Dollars ($500,000), in each case, or such amount
plus a whole multiple of One Hundred Thousand Dollars ($100,000) in excess
thereof.
"Moody's" means Moody's Investors Service, Inc., or any successor
thereto.
"Multiemployer Plan" means a Pension Plan which is a multiemployer
plan as defined in Section 4001(a) (3) of ERISA.
"Net Cash Proceeds" means with respect to any Disposition, (i) the
gross cash proceeds received in connection therewith, as and when received, (ii)
minus (x) reasonably estimated taxes payable in cash in connection therewith
within twelve (12) months from the date of the Disposition, plus (y) reasonable
transaction costs and expenses (including legal, investment banking or other
fees and disbursements) actually incurred in connection therewith,
satisfactorily documented and paid, plus (z) amounts required to be repaid on
Indebtedness (other than the Obligations) secured by the assets subject to such
Disposition.
"Net Casualty Proceeds" means, with respect to any Casualty Event, the
amount of any insurance proceeds or condemnation awards received by the Borrower
or any of its Subsidiaries in connection with such Casualty Event (net of all
reasonable and customary collection expenses thereof), but excluding any
proceeds or awards required to be paid to a
-22creditor (other than the Lenders) which holds a first priority Permitted Lien on
the property which is the subject of such Casualty Event.
"Net Debt Proceeds" means, with respect to the incurrence or issuance
of any indebtedness for borrowed money, (i) the gross cash proceeds received in
connection with such incurrence or issuance, as and when received, minus (ii)
all reasonable out-of-pocket transaction costs and expenses (including legal,
investment banking or other fees and disbursements) actually incurred in
connection therewith, satisfactorily documented and paid.
"Net Income" means net income (or loss) for the relevant period,
determined in accordance with GAAP.
"Net Issuance Proceeds" means, with respect to the sale or issuance of
Capital Stock, or any capital contribution to, any Loan Party from a source
other than another Loan Party, (i) the gross cash proceeds received in
connection with such sale or issuance or such capital contribution, as and when
received minus (ii) all reasonable out-of-pocket transaction costs and expenses
(including legal, investment banking or other fees and disbursements) associated
therewith actually incurred in connection therewith, satisfactorily documented
and paid.
"NML" means The Northwestern Mutual Life Insurance Company.
"NML Amendment" means the First Amendment to Subordinated Note and
Warrant Purchase Agreement, dated as of the Effective Date, between the Borrower
and NML in the form of Exhibit S.

"NOI" means, for any period and on a Consolidated basis, the sum of
(a) Net Income for such period plus (b) to the extent deducted in computing Net
Income, all as determined in accordance with GAAP, (i) Interest Expense for such
period, (ii) depreciation and amortization for such period, (iii) income taxes
for such period, plus (c) for the fiscal quarter ended September 30, 2003 only,
(A) up to $400,000 in one-time expenses attributable to the issuance of the
Permitted Subordinated Debt described in clause (a) of the definition thereof,
(B) the $2,000,000 transaction fee paid to James R. Hull in connection with the
issuance of the Permitted Subordinated Debt described in clause (a) of the
definition thereof, (C) the aggregate write-off of deferred financing costs
existing on the Borrower's balance sheet as of the Effective Date and (D) up to
Two Million Eight Hundred Ninety-Three Thousand Nine Hundred Eighty-Two Dollars
($2,893,982) in prepayment premium and other fees paid in connection with the
repayment of a portion of the Preexisting NML Subordinated Debt on the Effective
Date, minus (d) Holdback Revenue and extraordinary income for such period.
"Noncompete Agreement" shall mean each agreement contained within or
included as exhibits to or executed in connection with Approved Alarm Purchase
Agreements providing for the non-solicitation of accounts sold to the Borrower
by Approved Alarm Dealers.
"Notes" means with respect to each Lender in respect of such Lender's
Loans, promissory notes, substantially in the form of Exhibit A-1 in the case of
Revolving Loans and Exhibit A-2 in respect of Term Loans, payable to the order
of such Lender, each such promissory
-23note having been made by the Borrower and dated the Effective Date, including
all replacements thereof and substitutions therefor.
"Notice of Conversion" has the meaning set forth in Section 3.3.
"Obligations" means, collectively, the Borrower Obligations and the
Guarantor Obligations.
"Operating Lease Obligations" means, with respect to any Person, the
obligations of such Person to pay rent or other amounts under any lease of (or
other arrangement conveying the right to use) real or personal property, or a
combination thereof, which obligations are not Capital Lease Obligations.
"Option Plans" means (i) the Borrower's 1999 Stock Option Plan, dated
November 3, 1999, which provides for the issuance of up to 150,000 shares of
Class A Common Stock and (ii) the Borrower's 2001 Stock Option Plan, dated April
27, 2001, which provides for the issuance of up to 250,000 shares of Class A
Common Stock.
"Original Revolving Loan Commitment" means, as to any Lender, the
obligation of such Lender, if any, to make Original Revolving Loans to the
Borrower hereunder in an aggregate principal amount not to exceed at any one
time the amount set forth under the heading "Original Revolving Loan Commitment"
opposite such Lender's name on Schedule 1.1 or, in the case of any Lender that
is an Eligible Institution, the amount of the Original Revolving Loan Commitment
of the assigning Lender which is assigned to such Eligible Institution in
accordance with Section 11.5 and set forth in the applicable Assignment and
Acceptance Agreement, in each case, as such amount may be reduced from time to
time in accordance herewith.
"Original Revolving Loan Facility" means the aggregation of Original
Revolving Loan Commitments of the Lenders.
"Original Revolving Loans" means Revolving Loans other than
Incremental Revolving Loans.
"Original Term Loan Commitment" means, as to any Lender, the
obligation of such Lender, if any, to make Original Term Loans to the Borrower
hereunder in an aggregate principal amount not to exceed at any one time the
amount set forth under the heading "Original Term Loan Commitment" opposite such
Lender's name on Schedule 1.1 or, in the case of any Lender that is an Eligible
Institution, the amount of the Original Term Loan Commitment of the assigning
Lender which is assigned to such Eligible Institution in accordance with Section
11.5 and set forth in the applicable Assignment and Acceptance Agreement, in
each case, as such amount may be reduced from time to time in accordance
herewith.
"Original Term Loan Facility" means the aggregation of Original Term
Loan Commitments of the Lenders.
"Original Term Loans" means Term Loans other than Incremental Term
Loans.
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"Organizational Documents" means as to any Person which is (a) a
corporation, the certificate or articles of incorporation and by-laws of such
Person, (b) a limited liability company, the certificate of formation and the
limited liability company agreement or similar agreement of such Person, (c) a
partnership, the partnership agreement or similar agreement of such Person, (d)
a limited partnership, the certificate of limited partnership and the agreement
of limited partnership or similar agreement of such Person, or (e) any other
form of entity or organization, the organizational documents analogous to the
foregoing.
"Other Senior Debt" means Indebtedness for borrowed money (including
without limitation Capital Lease Obligations and purchase money Indebtedness),
other than Lender Debt, Holdback Debt, Permitted Subordinated Debt and
Additional Permitted Subordinated Debt.
"Other Taxes" means any and all current or future stamp or documentary
taxes or any other excise or property taxes, charges or similar levies that
arise from any payment made hereunder or from the execution, delivery,
registration or enforcement of, or any amendment, supplement or modification of,
or any waiver or consent under or in respect of, the Loan Documents or otherwise
with respect to, the Loan Documents.
"Payment Office" means the office of the Administrative Agent set
forth in Section 11.2(a).
"PBGC" means the Pension Benefit Guaranty Corporation established
pursuant to Subtitle A of Title IV of ERISA, or any Governmental Authority
succeeding to the functions thereof.
"Pension Plan" means, at any date of determination, any employee
pension benefit plan (other than a Multiemployer Plan), the funding requirements
of which (under Section 302 of ERISA or Section 412 of the Code) are, or at any
time within the six years immediately preceding such date, were in whole or in
part, the responsibility of the Borrower or any ERISA Affiliate.
"Perfection Certificate" means a certificate in the form of Annex A to
the Security Agreement, or any other form approved by the Administrative Agent.
"Permitted Acquisition" has the meaning set forth in Section 8.5.
"Permitted Disposition" has the meaning set forth in Section 8.6.
"Permitted Investment" has the meaning set forth in Section 8.4.
"Permitted Lien" has the meaning set forth in Section 8.2.
"Permitted RMR Acquisition" has the meaning set forth in Section 8.20.
"Permitted Subdebt Purposes" means (i) the payment of the fees and
expenses associated with the issuance of the Permitted Subordinated Debt
described in clause (a) of the definition thereof, (ii) the repayment of a
portion of the obligations under the Borrower's
-25Preexisting Bank Credit Facility, (iii) the repayment and defeasance of all of
the Preexisting Subordinated Debt, (iv) the repayment and defeasance of Twenty
Million Four Hundred Ninety Thousand Nine Hundred Twenty-Seven Dollars
($20,490,927) in principal amount of the Preexisting NML Subordinated Debt and
the payment of Two Million Eight Hundred Ninety-Three Thousand Nine Hundred
Eighty-Two Dollars ($2,893,982) of prepayment premium and other fees in
connection therewith, and (v) those permitted uses of proceeds of the Loans set
forth in Sections 8.13(a)(v), (vi) and (vii).
"Permitted Subordinated Debt" means (a) the Borrower's 11.75% Senior
Subordinated Notes due September 1, 2010 in the aggregate principal amount of
One Hundred Sixty Million Dollars ($160,000,000), the proceeds of which may be
used solely for the Permitted Subdebt Purposes and (b) Twenty Million Four
Hundred Ninety Thousand Nine Hundred Twenty-Seven Dollars ($20,490,927) in
principal amount of the Preexisting NML Subordinated Debt, together with any
accrued interest that is capitalized in accordance with the agreements governing
the Preexisting NML Subordinated Debt.
"Person" means a natural person, firm, partnership, limited liability
company, joint venture, corporation, association, business enterprise, joint
stock company, unincorporated association, trust, Governmental Authority or any
other entity, whether acting in an individual, fiduciary, or other capacity, and
for the purpose of the definition of "ERISA Affiliate", a trade or business.
"Pledge Agreement" means the Pledge Agreement, substantially in the
form of Exhibit J, made by the Pledgors in favor of the Administrative Agent,
for the benefit of the Credit Parties.

"Pledgors" means, collectively, Austin Ventures, Capital Resource
Lenders II, L.P., Windward Capital Partners, L.P., Windward Capital L.P. II,
LLC, ABRY Partners IV, L.P., ABRY Investment Partnership, L.P., The Northwestern
Mutual Life Insurance Company, Hull Family Limited Partnership, Robert Sherman,
Michael Gregory, Michael Meyers and Stephen Hedrick.
"Preexisting Bank Credit Facility" means that certain credit facility
contemplated in the Fourth Amended and Restated Revolving Credit and Term Loan
Agreement dated as of February 4, 2000 by and between the Borrower and CIBC,
Inc. for itself and Canadian Imperial Bank of Commerce as administrative agent,
Citizens Bank of Massachusetts for itself and as documentation and collateral
agent, and the other lenders and agent's party thereto, as amended, modified or
supplemented to date.
"Preexisting NML Subordinated Debt" means the Subordinated Debt of the
Borrower in respect of the Borrower's 13.5% Subordinated Notes due January 18,
2009 issued to NML.
"Preexisting Subordinated Debt" means the Subordinated Debt of the
Borrower outstanding prior to the Effective Date in respect of the Borrower's
12.0% Senior Subordinated Notes due June 30, 2007.
-26"Preferred Stock" means any Capital Stock of the Borrower which has a
liquidation preference to the Borrower's common stock or contains provisions for
the payment or accrual of a fixed dividend on a scheduled date as part of the
rights and entitlements thereof.
"Pro Forma Balance Sheet" has the meaning set forth in Section 5.10.
"Pro Forma Basis" means a method of calculation using financial
information of a specified date (and/or the applicable period relating to such
specified date, as applicable), but including in such calculation the financial
effect of the relevant or proposed transactions (in connection with which such
calculation is required to be made), as if such transactions had been
consummated on the first day of the applicable period or the date being tested
(as applicable). Any calculation or preparation pursuant to the foregoing shall
be made in good faith by the Borrower and shall be set forth in a certificate,
furnished to the Lenders showing such calculation (and the methodology used) in
reasonable detail (with reasonably detailed supporting schedules), which
calculation or preparation and methodology shall be reasonably satisfactory to
the Administrative Agent.
"Pro Forma Compliance Certificate" means, for any Person, a Compliance
Certificate, prepared on a Pro Forma Basis with respect to the relevant proposed
transaction for which such Pro Forma Compliance Certificate is required to be
delivered and any other transactions relating thereto certifying and
demonstrating that no Default or Event of Default exists both before and after
giving effect to such proposed transaction, with such changes as may be
reasonably acceptable to the Administrative Agent.
"Projections" has the meaning set forth in Section 5.10.
"Purchase Price" means the total consideration paid for any
Acquisition, including the amount of any Holdback Debt and any liabilities
assumed in connection therewith.
"Rating Agencies" means Standard & Poor's and Moody's.
"Recurring Monthly Revenue" means at any date of determination, the
total recurring amounts from Security Alarm Contracts purchased from Approved
Alarm Dealers under Approved Alarm Purchase Agreements, billed to customers of a
Loan Party for a one-month period (regardless of whether billed monthly or less
frequently) and/or otherwise collected under such Security Alarm Contracts, and
measured for customers with installed alarm systems by the amount most recently
billed to such customer for a one-month period and who have paid within ninety
(90) days from due date the amount called for under their respective customer
contracts, and only for customers which are subscribers under duly executed
Security Alarm Contracts. RMR will not include wholesale monitoring services or
other services not directly related to security monitoring.
"Register" shall have the meaning set forth in Section 11.5.
"Regulation D, U and X" means Regulations D, U and X, respectively, of
the Board of Governors as from time to time in effect and all official rulings
and interpretations thereunder or thereof.
-27"Reinvestment Assets" means any assets owned by and to be employed in
the business of the Borrower and its Subsidiaries in the Line of Business.

"Reinvestment Election" has the meaning specified in Section 2.7(b).
"Reinvestment Notice" means a written notice by the Borrower signed on
its behalf by an authorized officer of the Borrower stating that the Borrower in
good faith, intends and expects to use, or to cause a Subsidiary of the Borrower
to use, all or a specified portion of the Net Cash Proceeds of a Disposition to
purchase, construct or otherwise acquire Reinvestment Assets.
"Reinvestment Period" means the period commencing on the date of any
Disposition and terminating on the date that is one hundred eighty (180) days
after such Disposition.
"Reinvestment Prepayment Amount" means, with respect to any
Reinvestment Election, the amount, if any, on the Reinvestment Prepayment Date
relating thereto by which (i) the Anticipated Reinvestment Amount in respect of
such Reinvestment Election exceeds (ii) the aggregate amount thereof expended by
the Borrower and/or any of its Subsidiaries to acquire Reinvestment Assets
(including reasonable out-of-pocket disbursements in connection with any such
Acquisition).
"Reinvestment Prepayment Date" means, with respect to any Reinvestment
Election, the earliest of (i) the date, if any, upon which the Administrative
Agent, on behalf of the Required Lenders, shall have delivered a written
termination notice to the Borrower, provided that such notice may only be given
while an Event of Default exists, (ii) the last day of the relevant Reinvestment
Period and (iii) the date on which the Borrower or any of its Subsidiaries shall
have determined not to, or shall have otherwise ceased to, proceed with the
purchase, construction or other Acquisition of Reinvestment Assets with the
related Anticipated Reinvestment Amount.
"Required Lenders" means, at any time, except as provided in Section
11.5(d), Lenders whose Aggregate Loan Percentages aggregate more than fifty
percent (50%).
"Restricted Investment" means any Investment other than a Permitted
Investment.
"Required Payment" has the meaning set forth in Section 3.7.
"Restricted Payment" means, with respect to any Person, (i) the
declaration or payment of any dividend or other distribution, direct or
indirect, on account of any shares of Capital Stock or other equity interest in
such Person now or hereafter outstanding (other than a dividend payable solely
in shares of such Capital Stock to the holders of such shares), (ii) any
purchase, redemption, retirement, sinking fund or similar payment, purchase or
other acquisition or exchange, direct or indirect, of any shares of Capital
Stock or other equity interest in such Person now or hereafter outstanding
(other than equity interests owned by a Subsidiary of such Person), (iii) the
allocation or other setting apart of any sum for the payment of any dividend or
distribution on, or for the purchase, redemption or retirement of any shares of
Capital Stock or
-28other equity interest in such Person, (iv) any other distribution by reduction
of capital or otherwise in respect of any shares of Capital Stock or other
equity interest in such Person, provided that the ABRY Fee shall not constitute
a Restricted Payment, (v) any payment or prepayment (mandatory or otherwise),
including principal, interest, dividend, distribution or any purchase,
redemption or defesance, on or in respect of any Subordinated Debt (other than
the repayment of principal, interest and related premium and fees in respect of
the Preexisting Subordinated Debt and the Preexisting NML Subordinated Debt to
the extent repaid on the Effective Date), (vi) any payment, whether in cash,
securities or other property, in respect of the Capital Stock of such Person
which is subject to mandatory or optional repurchase or redemption by such
Person, in whole or in part and (vii) any Restricted Investment.
"Revolving Loan Commitment Period" means the period from the Effective
Date through the Business Day immediately preceding the Revolving Maturity Date.
"Revolving Loan Facility" and "Revolving Loan Facilities" means,
individually, the Original Revolving Loan Facility or any Incremental Revolving
Loan Facility and, collectively, the Original Revolving Loan Facility together
with all Incremental Revolving Facilities.
"Revolving Loan" and "Revolving Loans" has the meaning set forth in
Section 2.1(a).
"Revolving Loan Lender" means a Lender having an Original Revolving
Loan Commitment or an Incremental Revolving Loan Commitment hereunder.
"Revolving Maturity Date" means August 25, 2008, or such earlier date
on which the Revolving Loans shall become due and payable, whether by
acceleration or otherwise.

"RMR" means at any date, Recurring Monthly Revenue for the recently
ended month plus Acquired RMR under Security Alarm Contracts acquired during
such month but not otherwise included in the calculation of Recurring Monthly
Revenue for such month.
"SEC" means the Securities and Exchange Commission or any Governmental
Authority succeeding to the functions thereof.
"Security Agreement" means the Security Agreement, by and among the
Loan Parties party thereto and the Administrative Agent, substantially in the
form of Exhibit G.
"Security Alarm Contracts" means contracts between Approved Alarm
Dealers and end users of alarm equipment for monitoring and servicing of alarm
equipment, which contracts must be assignable, contain standard industry limits
of liability, and comply with all applicable consumer laws.
"Security Documents" means, collectively, the Security Agreement, the
Pledge Agreement, any mortgage or leasehold mortgage executed in favor of the
Administrative Agent for the benefit of the Credit Parties, any Guaranty
Agreement, the Waiver and Consent Agreement, and all other instruments and
documents delivered pursuant to Section 7.9, 7.10 and 7.11 to secure any of the
Obligations, and any and all amendments, increases, supplements and
-29other modifications thereof and all renewals, extensions, restatements,
rearrangements and/or substitutions from time to time of all or any part of the
foregoing.
"Senior Leverage Ratio" means as of any date the ratio of (a) Total
Senior Debt as of the last day of the immediately preceding month to (b)
Annualized Quarterly NOI as of such date, determined on a Consolidated basis in
accordance with GAAP.
"Service Agreements" means agreements that either (i) are contained
within or included as exhibits to or executed in connection with Approved Alarm
Purchase Agreements, or (ii) have been otherwise approved by the Required
Lenders (and are cancelable by the Borrower at any time if in its judgment the
Approved Alarm Dealer or subcontractor is unable to perform), and which in each
case provide for the maintenance and servicing of alarm equipment for the
Borrower by Approved Alarm Dealers or other subcontractors hired by the
Borrower.
"Shareholders Agreement" means that certain Fourth Amended and
Restated Shareholders' Agreement dated as of January 18, 2002, as amended from
time to time, among the Borrower and the Preferred Holders, Common Shareholders
and Warrant Holders referred to therein.
"Solvent" means, as to any Person, that as of the date of
determination: (a) the then fair saleable value of the property of such Person
is (1) greater than the total amount of liabilities (including contingent
liabilities) of such Person and (2) not less than the amount that will be
required to pay the probable liabilities on such Person's then existing debts as
they become absolute and due considering all financing alternatives and
potential assets sales reasonably available to such Person; (b) such Person's
capital is not unreasonably small in relation to its business or any
contemplated or undertaken transaction; and (c) such Person does not intend to
incur, or believe (nor should it reasonably believe) that it will incur, debts
beyond its ability to pay such debts as they become due. For purposes of this
definition, the amount of any contingent liability at any time shall be computed
as the amount that, in light of all of the facts and circumstances existing at
such time, represents the amount that can reasonably be expected to become an
actual or matured liability.
"Special Counsel" means Choate, Hall & Stewart, as, or such other
counsel selected by the Administrative Agent as, special counsel to the
Administrative Agent hereunder.
"Standard & Poor's" means Standard & Poor's Rating Services, a
division of The McGraw-Hill Companies, Inc., or any successor thereto.
"Subordinated Debt" means Indebtedness of the Borrower or its
Subsidiaries that is expressly subordinated and made junior to the repayment and
performance of all of the Obligations.
"Subsidiary" means, with respect to any Person (the "parent") at any
date, any other Person (a) the accounts of which would be consolidated with
those of the parent in the parent's consolidated financial statements if such
financial statements were prepared in accordance with GAAP as of such date, or
(b) of which securities or other ownership interests representing more than
fifty percent (50%) of the equity or more than fifty percent (50%) of the
ordinary voting power or, in the case of a partnership, more than fifty percent

(50%) of the
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the profits or losses of which are, as of such date, owned, controlled or held
by the parent or one or more subsidiaries of the parent. Unless otherwise
qualified, all references to "Subsidiary" or to "Subsidiaries" in this Agreement
shall refer to a Subsidiary or Subsidiaries of the Borrower.
"Swing Line Facility" means the credit facility established hereunder
pursuant to Section 2.3.
"Swing Line Lender" means Fleet, or any successor or permitted
assignee.
"Swing Line Loan" has the meaning set forth in Section 2.3.
"Swing Line Loan Request" has the meaning set forth in Section 2.3.
"Swing Line Minimum Borrowing Amount" means Two Hundred Fifty Thousand
Dollars ($250,000), or such amount plus a whole multiple of Fifty Thousand
Dollars ($50,000) in excess thereof.
"Swing Line Sublimit" means, at any time, an amount equal to the
lesser of (a) Five Million dollars ($5,000,000) and (b) the difference between
(i) the Aggregate Applicable Revolving Loan Commitments with respect to the
Original Revolving Loan Facility and (ii) the Aggregate Applicable Revolving
Loan Exposure with respect to the Original Revolving Loan Facility at such time.
"Synthetic Lease" means any lease of goods or other property, whether
real or personal, which is treated as an operating lease under GAAP and as a
loan or financing for U.S. income tax purposes.
"Tax" means any present or future tax, levy, impost, duty, charge,
fee, deduction or withholding of any nature and whatever called, by a
Governmental Authority, on whomsoever and wherever imposed, levied, collected,
withheld or assessed.
"Term Loan" and "Term Loans" have the meaning set forth in Section
2.1.
"Term Loan Facility" and "Term Loan Facilities" means, individually,
the Original Term Loan Facility or any Incremental Term Loan Facility and,
collectively, the Original Term Loan Facility together with all Incremental Term
Loan Facilities.
"Term Loan Lender" means a Lender having an Original Term Loan
Commitment or an Incremental Term Loan Commitment hereunder.
"Term Loan Maturity Date" means August 26, 2009, or such earlier date
on which the Term Loans shall become due and payable, whether by acceleration or
otherwise.
"Title Insurance Policy" shall mean a policy of title insurance with
respect to the Leasehold Mortgage in form and substance satisfactory to the
Administrative Agent.
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Permitted Subordinated Debt and Additional Permitted Subordinated Debt.
"Total Interest Expense" means Interest Expense of the Borrower and
its Subsidiaries in respect of Total Debt.
"Total Leverage Ratio" means, as of any date, the ratio of (a) Total
Debt as of the last day of the immediately preceding month to (b) Annualized
Quarterly NOI as of such date, determined on a Consolidated basis in accordance
with GAAP.
"Total Senior Debt" means, as of any date, the sum of (a) all Lender
Debt plus (b) Other Senior Debt plus (c) the book overdraft shown on the balance
sheet of the Borrower as of the month most recently ended.
"Trailing Three-Month Period" means, at any date, the period of the
three (3) consecutive months ending on such date, or, if such date is not the
last day of a month, the period of the most immediately completed three (3)
consecutive months.
"Tranche" means the collective reference to Eurodollar Advances made
by the Lenders to the Borrower, the then current Interest Periods with respect
to which begin on the same date and end on the same later date, whether or not

such Loans shall originally have been made on the same day.
"Transactions" means, as of any date collectively, the transactions
contemplated by the Loan Documents in effect on such date.
"Twelve Month Trailing Period" means, at any date, the period of the
twelve (12) consecutive months ending on such date, or, if such date is not the
last day of a month, the period of the most immediately completed consecutive
twelve months.
"UL Approval" has the meaning set forth in Section 4.8.
"United States" means the United States of America.
"Waiver and Consent Agreement" means a waiver and consent agreement in
substantially in the form of Exhibit Q, made between Iron Mountain Records
Management, Inc., as bailee, and the Administrative Agent, for the benefit of
the Credit Parties.
"Wholly Owned" means, with respect to any Subsidiary of any Person,
one hundred percent (100%) of the outstanding Capital Stock of such Subsidiary
is owned, directly or indirectly, by such Person.
"Withdrawal Liability" means, with respect to any Person, liability of
such Person to a Multiemployer Plan as a result of a complete or partial
withdrawal from such Multiemployer Plan, as such terms are defined in Part I of
Subtitle E of Title IV of ERISA.
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Accounting Terms

As used in the Loan Documents and in any certificate, opinion or other
document made or delivered pursuant thereto, accounting terms not defined in
Section 1.1, and accounting terms partly defined in Section 1.1, to the extent
not defined, shall have the respective meanings given to them under GAAP. If any
change in GAAP would affect the computation of any financial ratio or
requirement set forth in this Agreement, the Credit Parties and the Borrower
shall negotiate in good faith to amend such ratio or requirement to reflect such
change in GAAP (subject to the approval of the Required Lenders), provided that,
until so amended, (i) such ratio or requirement shall continue to be computed in
accordance with GAAP prior to such change and (ii) the Borrower shall provide to
the Credit Parties financial statements and other documents required under this
Agreement (or such other items as the Administrative Agent may reasonably
request) setting forth a reconciliation between calculations of such ratio or
requirement before and after giving effect to such change.
1.3

Rules of Interpretation

(a) Defined terms in this Agreement shall include in the singular
number the plural and in the plural number the singular.
(b) The words "hereof," "herein" and "hereunder" and words of similar
import when used in this Agreement shall, unless otherwise expressly specified,
refer to this Agreement as a whole and not to any particular provision of this
Agreement, and all references to Articles, Sections, Exhibits or Schedules,
shall be references to Articles, Sections, Exhibits or Schedules of this
Agreement unless otherwise expressly specified. Exhibits and Schedules to this
Agreement shall be deemed incorporated by reference in this Agreement.
(c) Unless otherwise expressly specified, any agreement, contract or
document defined or referred to herein shall mean such agreement, contract or
document in the form (including all amendments, schedules, exhibits, appendices,
attachments, clarification letters and the like relating thereto) delivered to
the Agents and the Lenders on the Effective Date, as the same may thereafter be
amended, supplemented, replaced or otherwise modified from time to time in
accordance with the terms of such agreement, contract or document, this
Agreement and the other Loan Documents.
(d) Unless otherwise stated, any reference in this Agreement to any
Person shall include its permitted successors and assigns and, in the case of
any Governmental Authority, any Person succeeding to its functions and
capacities.
(e) Whenever the context may require, any pronoun shall include the
corresponding masculine, feminine and neuter forms.
(f) The words "include," "includes" and "including" shall not be
limiting, and shall be deemed in all instances to be followed by the phrase
"without limitation".
(g) References to "days" shall mean calendar days, unless otherwise
indicated.
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not exclusive.
(i) In this Agreement in the computation of periods of time from a
specified date to a later specified date, the word "from" means "from and
including" and the words "to" and "until" each means "to but excluding".
(j) This Agreement is the result of negotiations among and has been
reviewed by each party hereto and their respective counsel. Accordingly, this
Agreement shall be deemed to be the product of all parties hereto, and no
ambiguity shall be construed in favor of or against any Person.
(k) "Knowledge" of the Borrower refers to the knowledge of the
authorized officers of the Borrower.
(l) Any certificate or other document delivered by any natural person
shall be deemed to be delivered on behalf of the entity employing such person,
and not by the natural person in his or her individual capacity.
(m) All references herein and in the other Loan Documents to
"approval," "satisfactory," "acceptable," "required" and "reasonable", although
to be determined by the Administrative Agent and/or the Lenders in its or their
sole discretion, will not be interpreted by the Administrative Agent and/or the
Lenders as justifying arbitrary rejection, but will connote a reasonable
application of judgment, taking into consideration customary institutional
lending practices.
1.4

Classes and Types of Loans and Borrowings

The term "Borrowing" denotes the aggregation of Loans of one or more
Lenders to be made to the Borrower hereunder on the same date, all of which
Loans are of the same Class and Type and, in the case of Loans that consist of
Eurodollar Advances, have the same initial Interest Period. Loans made under
this Agreement are distinguished by "Class" and by "Type". The "Class" of a Loan
(or of a commitment to make such a Loan or of a borrowing comprised of such
Loans) refers to the determination of whether such commitment or Loan relates to
(a) the Original Revolving Loan Facility, (b) an Incremental Revolving Loan
Facility, (c) the Original Term Loan Facility or (d) an Incremental Term Loan
Facility, each of which constitutes a "Class". The "Type" of a Loan refers to
the determination whether such Loan consists of a Eurodollar Advance or a Base
Rate Advance, each of which constitutes a "Type".
ARTICLE 2
AMOUNT AND TERMS OF LOANS
2.1

Loans; Letters of Credit

(a) Revolving Loans. Subject to the terms and conditions hereof, each
Revolving Loan Lender severally agrees to make under the Original Revolving Loan
Facility or any Incremental Revolving Loan Facility, as the case may be, in the
Applicable Revolving Loan Percentage of such Revolving Loan Lender with respect
to such Revolving Loan Facility
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may require, collectively with all other Revolving Loans of such Revolving Loan
Lender and with the Revolving Loans of all other Revolving Loan Lenders, the
"Revolving Loans") to the Borrower from time to time on any Business Day during
the Revolving Loan Commitment Period, provided that after giving effect thereto
(i) such Revolving Loan Lender's Applicable Revolving Loan Exposure with respect
to such Revolving Loan Facility would not exceed such Revolving Loan Lender's
Applicable Revolving Loan Commitment with respect to such Revolving Loan
Facility and (ii) the Aggregate Applicable Revolving Loan Exposure with respect
to such Revolving Loan Facility would not exceed the Aggregate Applicable
Revolving Loan Commitments with respect to such Revolving Loan Facility. During
such period, the Borrower may borrow, prepay in whole or in part and reborrow
under the Revolving Facilities, all in accordance with the terms and conditions
of this Agreement. The outstanding principal balance of each Revolving Loan, all
accrued and unpaid interest thereon and all other unpaid obligations accrued in
respect thereof shall be due and payable on the Revolving Maturity Date.
(b) Term Loans. Subject to the terms and conditions hereof, each Term
Loan Lender severally agrees to make under the Original Term Loan Facility or
any Incremental Term Loan Facility, as the case may be, in the Applicable Term
Loan Percentage of such Term Loan Lender with respect to such Term Loan Facility
term loans in Dollars (each a "Term Loan" and, as the context may require,
collectively with all other Term Loans of such Term Loan Lender and with the
Term Loans of all other Term Loan Lenders, the "Term Loans") to the Borrower on
(i) the Effective Date in the case of Term Loans made under the Original Term
Loan Facility and (ii) on the effective date of the applicable Incremental Loan

Amendment establishing such Incremental Term Loan Facility in the case of Term
Loans made under an Incremental Term Loan Facility, provided that (x) after
giving effect thereto such Term Loan Lender's Applicable Term Loan Exposure with
respect to such Term Loan Facility would not exceed such Term Loan Lender's
Applicable Term Loan Commitment with respect to such Term Loan Facility, and (y)
the Aggregate Applicable Term Loan Exposure with respect to such Term Loan
Facility would not exceed the Aggregate Applicable Term Loan Commitments with
respect to such Term Loan Facility. Term Loans that are repaid or prepaid, in
whole or in part, may not be reborrowed. The outstanding principal balance of
each Term Loan, all accrued and unpaid interest thereon and all other unpaid
obligations accrued in respect thereof shall be due and payable on the Term Loan
Maturity Date, or, in the case of Incremental Term Loans, the Incremental Term
Loan Maturity Date.
(c) Letters of Credit. From time to time after the Effective Date
until 365 days prior to the Revolving Loan Maturity Date, the Administrative
Agent may issue for the account of the Borrower stand-by letters of credit (or
renew previously issued Letters of Credit) in an aggregate stated amount not to
exceed the lesser of (a) Two Million Dollars ($2,000,000) or (b) the aggregate
unused portion of the Original Revolving Commitments then outstanding (each
individually a "Letter of Credit," and collectively, the "Letters of Credit").
The amount of the Aggregate Original Revolving Loan Commitment, and the
respective amounts of the Original Revolving Loan Commitments, shall be reduced
on a dollar for dollar basis by the undrawn stated amount of all outstanding
Letters of Credit. No Letter of Credit shall have an expiration date (including
rights of the Borrower or the beneficiary to require renewal) later than the
earlier of (y) thirty (30) days before the Revolving Loan Maturity Date and (z)
365 days after the date of issuance thereof. Any such Letter of Credit will be
issued pursuant to a separate letter of credit
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of a Letter of Credit Advance by the Administrative Agent (in such capacity, the
"Issuing Lender") shall constitute for all purposes of this Agreement the making
of an Original Revolving Loan hereunder. Each Lender with an Original Revolving
Loan Commitment hereunder agrees to participate in all Letter of Credit Advances
as provided herein. The Borrower shall fully reimburse the Issuing Lender in
cash or Cash Equivalents on the same Business Day on which such Letter of Credit
Advance is made. To the extent the Borrower does not so reimburse the Issuing
Lender, upon written demand from the Issuing Lender, with a copy to the
Administrative Agent, each Lender with an Original Revolving Loan Commitment
hereunder shall purchase from the Issuing Lender such Lender's Applicable
Revolving Loan Percentage with respect to the Original Revolving Loan Facility
of such outstanding Letter of Credit Advance as of the date of such purchase, by
making available to the Administrative Agent an amount equal to the portion of
the outstanding principal amount of such Letter of Credit Advance to be
purchased by such Lender. Promptly upon receipt thereof, the Administrative
Agent shall transfer such funds to the Issuing Lender. The Borrower hereby
agrees to each such sale and assignment. Upon each such sale and assignment by
the Issuing Lender, the Issuing Lender represents and warrants to such other
Lender that the Issuing Lender is the legal and beneficial owner of such
interest being assigned by it, free and clear of all liens, but makes no other
representation or warranty and assumes no other responsibility with respect to
such Letter of Credit Advance. If and to the extent that a Lender with an
Original Revolving Loan Commitment hereunder does not make its portion of such
Letter of Credit Advance available to the Administrative Agent, such Lender
agrees to pay to the Administrative Agent forthwith on demand such amount,
together with interest thereon, for each day from the date of demand by the
Issuing Lender until the date such amount is paid to the Administrative Agent,
at the Federal Funds Effective Rate for the account of the Issuing Lender.
Notwithstanding the provisions of this Section 2.1(c), the Issuing Lender may
issue, upon the Borrower's request, one or more Letter(s) of Credit which by its
or their terms may be extended for additional periods of up to one year each
provided that (i) the initial expiration date (or any subsequent expiration
date) of each such Letter of Credit is not later than thirty (30) days prior to
the Revolving Loan Maturity Date, and (ii) renewal of any such Letter of Credit,
at the Issuing Lender's discretion, shall be available upon written request from
the Borrower to the Issuing Lender at least thirty (30) days (or such other time
period as agreed by the Issuing Lender) before the date upon which notice of
renewal or non-renewal is otherwise required to be given to the beneficiary of
such Letter of Credit. The Borrower shall pay to the Issuing Lender, for the
ratable benefit of the Lenders having Original Revolving Loan Commitments
hereunder, an issuance fee (each an "LC Fee") for each Letter of Credit for the
period commencing on the date of issuance of such Letter of Credit to and
including the expiration date (or the earlier termination date, if applicable)
of such Letter of Credit in an amount equal to the product of (a) the Applicable
Margin with respect to Revolving Loans consisting of Eurodollar Advances as in
effect on the date of issuance of such Letter of Credit multiplied by (b) the
stated amount of such Letter of Credit (computed on the basis of the actual
number of days elapsed over a 360 day year). Each LC Fee shall be payable on the
date of issuance of such Letter of Credit (and upon the date of each extension
or renewal of such Letter of Credit) until such Letter of Credit expires or is
terminated in accordance with its terms. In addition, the Borrower shall pay to

the Issuing Lender, for its own account, with respect to each Letter of Credit a
fee (each an "LC Upfront Fee") in an amount equal to one quarter of one percent
(0.25%) per annum of the stated amount of such Letter of Credit. Each LC Upfront
Fee shall be payable immediately prior to the issuance of such Letter of Credit.
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Procedure for Borrowing

(a) Procedure for Revolving Loan Borrowings. Subject to the terms and
conditions of this Agreement, the Borrower may borrow under the Original
Revolving Loan Commitments and/or under the Incremental Revolving Loan
Commitments comprising an Incremental Revolving Loan Facility then in effect, in
each case on any Business Day during the Revolving Loan Commitment Period;
provided that the Borrower shall give the Administrative Agent an irrevocable
Borrowing Request, which Borrowing Request must be received by the
Administrative Agent prior to 12:00 p.m., Boston, Massachusetts time, (i) three
Business Days prior to the requested Borrowing Date, if all or any part of the
requested Revolving Loans are to be initially Eurodollar Advances, or (ii) prior
to 2:00 p.m., Boston, Massachusetts time, one Business Day prior to the
requested Borrowing Date otherwise, and which shall specify (A) the aggregate
amount of the Borrowing, (B) the requested Borrowing Date, (C) the Class or
Classes and Type or Types of Revolving Loans comprising such Borrowing, and (D)
if the Borrowing is to consist entirely or partly of Eurodollar Advances, the
respective amounts of each Tranche and the respective lengths of the initial
Interest Periods therefor (subject to the provisions of the definition of
Interest Period). Each Borrowing under any Revolving Loan Facility shall be in
an amount equal to or greater than the Minimum Borrowing Amount. Upon receipt of
a Borrowing Request with respect to a Borrowing under this Section 2.2(a), the
Administrative Agent shall promptly notify each Revolving Loan Lender that has a
Commitment under the applicable Revolving Loan Facility of such Borrowing,
whereupon each such Revolving Loan Lender will make the amount of its pro rata
share of each requested Borrowing made under the applicable Revolving Loan
Facility available to the Administrative Agent for the account of the Borrower
at the Payment Office prior to 1:00 p.m., Boston, Massachusetts time, on the
Borrowing Date requested by the Borrower in funds immediately available to the
Administrative Agent. Unless any applicable condition as set forth in Article 6
has not been satisfied, the proceeds of such Borrowing or Borrowings will then
be made available to the Borrower by the Administrative Agent by wire transfer
in accordance with written instructions provided to the Administrative Agent by
the Borrower.
(b) Procedure for Term Loan Borrowings. Subject to the terms and
conditions of this Agreement, the Borrower may borrow (i) under the Original
Term Loan Commitments on the Effective Date, and (ii) under the Incremental Term
Loan Commitments comprising an Incremental Term Loan Facility on the effective
date of the relevant Incremental Loan Amendment therefor; provided in each case
that the Borrower shall give the Administrative Agent an irrevocable Borrowing
Request, which Borrowing Request must be received by the Administrative Agent
prior to 12:00 p.m., Boston, Massachusetts time, (y) three Business Days prior
to the requested Borrowing Date, if all or any part of the Borrowings are to
consist initially of Eurodollar Advances, or (z) prior to 2:00 p.m., Boston,
Massachusetts time, one Business Day prior to the requested Borrowing Date
otherwise, requesting that the Lenders participating in such Borrowing make the
Term Loans on the Effective Date or the effective date of the relevant
Incremental Loan Amendment, as applicable, and which shall specify (A) the
aggregate amount of the Borrowing, (B) the Type or Types of Term Loans
comprising such Borrowing, and (C) if the Borrowing is to consist entirely or
partly of Eurodollar Advances, the respective amounts of each Tranche (which
shall be $1,000,000 or a whole multiple of $500,000 in excess thereof) and the
respective lengths of the initial Interest Periods therefor (subject to the
provisions of the definition of Interest Period). Upon receipt of a Borrowing
Request with respect to a Borrowing
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Term Loan Lender that has a Commitment under the applicable Term Loan Facility
of such Borrowing, whereupon each such Term Loan Lender will make the amount of
its pro rata share of each requested Borrowing made under the applicable Term
Loan Facility available to the Administrative Agent for the account of the
Borrower at the Payment Office prior to 1:00 p.m., Boston, Massachusetts time,
on the requested Borrowing Date, in funds immediately available to the
Administrative Agent. Unless any applicable condition as set forth in Article 6
has not been satisfied, the proceeds of such Borrowing or Borrowings will then
be made available to the Borrower by the Administrative Agent by wire transfer
in accordance with written instructions provided to the Administrative Agent by
the Borrower.
(c) Failure to Fund. Unless the Administrative Agent shall have
received notice prior to a proposed Borrowing Date (or, in the case of a
borrowing of Base Rate Advances, prior to 12:00 noon, Boston, Massachusetts
time, on such Borrowing Date) from a Lender (by telephone or otherwise, such

notice to be promptly confirmed by facsimile or other writing) that such Lender
will not make available to the Administrative Agent such Lender's share of the
requested Loans, the Administrative Agent may assume that such Lender has made
such share available to the Administrative Agent on the Borrowing Date in
accordance with this Section 2.1 and, in reliance upon such assumption, make
available to the applicable Borrower on such Borrowing Date a corresponding
amount. If and to the extent such Lender shall not have so made such share
available to the Administrative Agent, such Lender and the Borrower severally
agree to pay to the Administrative Agent forthwith on demand such corresponding
amount (to the extent not previously paid by the other), together with interest
thereon for each day from the date such amount is made available to the Borrower
to the date such amount is paid to the Administrative Agent, at a rate per annum
equal to, in the case of the Borrower, the interest rate otherwise applicable to
such Loan, and, in the case of such Lender, at a rate of interest per annum
equal to the greater of the Federal Funds Effective Rate and a rate determined
by the Administrative Agent in accordance with banking industry rates on
interbank compensation. If such Lender shall pay to the Administrative Agent
such corresponding amount, such amount so paid shall constitute such Lender's
Loan as part of the relevant Borrowing for purposes of this Agreement. The
failure of any Lender to provide such Lender's share of the requested Loans (a)
shall not relieve any other Lender of its obligations hereunder to provide its
share of the requested Loans and (b) shall not create any obligation on the part
of any Lender to provide any portion of any amount that any defaulting Lender
fails to provide.
2.3

The Swing Line

(a) Swing Line Loans. Subject to the terms and conditions set forth
herein, the Swing Line Lender agrees to make loans (each such loan, a "Swing
Line Loan") to the Borrower from time to time on any Business Day during the
Revolving Loan Commitment Period in an aggregate amount not to exceed at any
time outstanding the amount of the Swing Line Sublimit, notwithstanding the fact
that, after giving effect to such Swing Line Loan, the Applicable Revolving Loan
Exposure of the Swing Line Lender with respect to the Original Revolving Loan
Facility may exceed the amount of the Swing Line Lender's Original Revolving
Loan Commitment, provided, however, that after giving effect to any Swing Line
Loan the Aggregate Applicable Revolving Loan Exposure with respect to the
Original Revolving Loan Facility shall not exceed the Aggregate Applicable
Revolving Loan Commitments with respect
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shall not use the proceeds of any Swing Line Loan to refinance any outstanding
Swing Line Loan. Within the limits referred to above, during the Revolving Loan
Commitment Period, the Borrower may borrow, prepay in whole or in part and
reborrow Swing Line Loans, all in accordance with the terms and conditions of
this Agreement. Each Swing Line Loan shall be in an amount equal to the Swing
Line Minimum Borrowing Amount, or, if less, the then unused portion of the
Aggregate Applicable Revolving Loan Commitments with respect to the Original
Revolving Loan Facility. Each Swing Line Loan shall be made as a Base Rate
Advance.
(b) Swing Line Loan Procedures. Each Swing Line Loan shall be made on
notice, given not later than 12:00 p.m., Boston, Massachusetts time, on the date
of the proposed Swing Line Loan, by the Borrower to the Swing Line Lender. Each
such notice of a Swing Line Loan (a "Swing Line Loan Request") shall be by
telephone, confirmed immediately in writing, or telex or telecopier, specifying
therein the requested date, amount and maturity of such Swing Line Loan (which
maturity shall be no later than the seventh Business Day after the requested
date of such Swing Line Loan. The Swing Line Lender will make the amount of the
Swing Line Loan available to the Administrative Agent for the account of the
Borrower at the Payment Office not later than 2:00 p.m. on the relevant date
requested by the Borrower, in funds immediately available to the Administrative
Agent at such office. The amounts so made available to the Administrative Agent
will then, subject to the satisfaction of the terms and conditions of this
Agreement, be made available on such date to the Borrower by the Administrative
Agent by wire transfer in accordance with written instructions provided to the
Administrative Agent by the Borrower.
(c) Refinancing of Swing Line Loans.
(i) The Swing Line Lender at any time in its sole and absolute
discretion may request, on behalf of the Borrower (which hereby irrevocably
authorizes the Swing Line Lender to so request on its behalf), that each
Revolving Loan Lender make an Original Revolving Loan in an amount equal to
such Revolving Loan Lender's Applicable Revolving Loan Percentage with
respect to the Original Revolving Loan Facility of the amount of Swing Line
Loans then outstanding. Such request shall be made in writing to each
Revolving Loan Lender that has an Original Revolving Loan Commitment, and
with a copy to the Administrative Agent, whereupon each such Revolving Loan
Lender shall, and hereby irrevocably and unconditionally agrees to, make an
amount equal to its Applicable Revolving Loan Percentage with respect to
the Original Revolving Loan Facility of the amount specified in such notice

available to the Administrative Agent in immediately available funds for
the account of the Swing Line Lender at the Payment Office not later than
1:00 p.m., Boston, Massachusetts time, on the day that is two Business Days
after the date of such notice. Each Revolving Loan Lender that makes funds
available in accordance with this Section 2.3(c)(i) shall be deemed to have
made a Base Rate Advance to the Borrower in such amount. The Administrative
Agent shall remit the funds so received to the Swing Line Lender.
(ii) If any applicable Revolving Loan Lender fails to make
available to the Administrative Agent for the account of the Swing Line
Lender any amount required to be paid by such Revolving Loan Lender
pursuant to the foregoing clause (i) by the
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from such Revolving Loan Lender (acting through the Administrative Agent),
on demand, such amount with interest thereon for the period from the date
such payment was required to have been made by such Revolving Loan Lender
through the date on which such payment is immediately available to the
Swing Line Lender at a rate per annum equal to the Federal Funds Effective
Rate then in effect. A certificate of the Swing Line Lender submitted to
any Revolving Loan Lender that has an Original Revolving Loan Commitment
(through the Administrative Agent) with respect to any amounts owing under
this clause (ii) shall be conclusive absent manifest error.
(iii) The obligations under this Section 2.3(c) of each Revolving
Loan Lender shall be absolute and unconditional and shall not be affected
by any circumstance, including (A) any set-off, counterclaim, recoupment,
defense or other right which such Lender may have against the Swing Line
Lender, the Borrower or any other Person for any reason whatsoever, (B) the
occurrence or continuance of a Default or Event of Default, (C) the failure
of any condition set forth in Article 6 to have been satisfied, or (D) any
other occurrence, event or condition, whether or not similar to any of the
foregoing.
2.4

Incremental Facility

(a) General. Except as set forth below, so long as no Default or Event
of Default has occurred and is continuing, at any time and from time to time
prior to June 30, 2006, the Borrower may request pursuant to the procedure set
forth in paragraph (c) of this Section 2.4, the addition of an Incremental
Facility consisting of either an increase to the Original Revolving Loan
Facility or a new tranche of revolving loans (each, an "Incremental Revolving
Loan") or an increase to the Original Term Loan Facility or a new tranche of
term loans (each, an "Incremental Term Loan"); provided however that the
Borrower may not make a request for an Incremental Facility if after giving
effect thereto the sum of all then outstanding Incremental Revolving Loans,
unused Incremental Revolving Loan Commitments, outstanding Incremental Term
Loans and unused Incremental Term Loan Commitments would exceed the Maximum
Incremental Amount. No Incremental Facility may be established unless (i) each
Borrowing under such Incremental Facility will constitute "Senior Debt" under
the Indenture and each borrowing and reborrowing under any Incremental Revolving
Loan Facility will constitute "Permitted Debt" under the Indenture and (ii) all
Obligations under such Incremental Facility will constitute "Senior Obligations"
under and as defined in, and the establishment of such Incremental Facility will
not violate or conflict with the terms of, the Intercreditor Agreement. Each
Incremental Facility shall:
(i) be in an amount not less than Ten Million Dollars
($10,000,000);
(ii) unless otherwise specifically provided in this Agreement,
upon the effectiveness of the Incremental Revolving Loan Commitment or
Incremental Term Loan Commitment relating thereto, be deemed to be a
Revolving Loan Facility or a Term Loan Facility as defined herein, as
applicable, for all purposes under this Agreement, including for purposes
of the sharing of Collateral and guarantees under the Guaranty Agreements
all on a pari passu basis with all other Obligations;
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Lenders providing such Incremental Revolving Loans and/or Incremental Term
Loans pursuant to the provisions of this Section; and
(iv) except as specifically provided in this Section 2.4,
otherwise have all of the same terms and conditions as the Original
Revolving Loans (if such Incremental Loans are Incremental Revolving Loans)
or as the Original Term Loans (if such Incremental Loans are Incremental
Term Loans); provided that the maturity date of the Incremental Term Loans
shall be the Incremental Term Loan Maturity Date.

In addition, unless otherwise specifically provided in this Agreement, all
references in the Loan Documents to Revolving Loans and to Term Loans shall be
deemed, as the context requires, to include references to Incremental Revolving
Loans and Incremental Term Loans, respectively, made pursuant to this Agreement.
No Lender shall have any obligation to make an Incremental Loan unless and until
it expressly commits to do so in writing. Commitments in respect of Incremental
Loans shall become Commitments under this Agreement pursuant to (y) an amendment
(each, an "Incremental Loan Amendment") to this Agreement executed by the
Borrower, each Lender or other approved financial institution agreeing to
provide such Commitment (and no other Lender shall be required to execute such
amendment), and the Administrative Agent, and (z) any amendments to the other
Loan Documents (executed by the relevant Loan Party and the Administrative Agent
only) as the Administrative Agent shall reasonably deem appropriate to effect
such purpose. Notwithstanding anything to the contrary contained herein, the
effectiveness of such Incremental Loan Amendment shall be subject to the receipt
by the Administrative Agent of a certificate of the Borrower executed by an
authorized officer of the Borrower certifying that immediately prior to and
after giving effect to the incurrence of the Incremental Facility (i) each of
the representations and warranties made by the Loan Parties in or pursuant to
the Loan Documents shall be true and correct in all material respects, (ii) the
Borrower is in compliance with each of the financial covenants contained in
Section 8.16 and set forth in a Pro Forma Compliance Certificate delivered to
the Administrative Agent, based on financial projections of the Borrower and its
Subsidiaries attached to such certificate which have been prepared on a Pro
Forma Basis giving effect to any Borrowing made hereunder on such date and the
consummation of any related transaction and (iii) no Default or Event of Default
shall have occurred and be continuing or be caused by the incurrence of the
Incremental Facility.
(b) Effectiveness of Incremental Facility. So long as (i) the Borrower
shall have given the Administrative Agent no less than five (5) Business Days
prior notice of the effectiveness thereof and (ii) any financial institution not
theretofore a Lender which is providing an Incremental Revolving Loan Commitment
and/or an Incremental Term Loan Commitment shall have become a Lender under this
Agreement pursuant to an Incremental Loan Amendment, the Incremental Facility
being requested by the Borrower shall become effective under this Agreement upon
the effectiveness of such Incremental Loan Amendment. Upon such effectiveness,
Schedule 1.1 shall be deemed amended to reflect such Incremental Facility and
the applicable Incremental Revolving Loan Commitments and/or Incremental Term
Loan Commitments of each Lender with a Commitment thereunder. In the event that
an Incremental Facility shall have become effective, the Lender or Lenders
providing such Incremental Revolving Loan Commitments or Incremental Term Loan
Commitments shall be deemed to have
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of this Agreement, (A) with respect to Incremental Term Loan Commitments, to
make an Incremental Term Loan in the amount of the Incremental Term Loan
Commitment of such Lender on the effective date of the applicable Incremental
Loan Amendment and (B) with respect to Incremental Revolving Loan Commitments,
to make from time to time during the period from the date of the effectiveness
of the applicable Incremental Loan Amendment through the Revolving Maturity
Date, one or more Incremental Revolving Loans to the Borrower pursuant to the
provisions of Section 2.1(a) in an aggregate principal amount not exceeding at
any time the Incremental Revolving Loan Commitment of each such Lender at such
time.
(c) Procedure for Incremental Facility Request.
(i) When the Borrower wishes to request one or more Lenders or
other financial institutions approved by the Administrative Agent (in each
case, such approval not to be unreasonably withheld) to provide proposals
for the providing of an Incremental Facility consisting of Incremental
Revolving Loans or Incremental Term Loans to the Borrower, the Borrower may
solicit requests from any such Lenders or other financial institutions for
the providing of (i) Incremental Revolving Loan Commitments under an
Incremental Revolving Loan Facility or Incremental Term Loan Commitments
under an Incremental Term Loan Facility , as the case may be, and (ii) as
applicable to such Incremental Revolving Loan Commitments or Incremental
Term Loan Commitments, (x) the upfront fee to be charged by such Lenders or
other financial institutions in connection with the providing of such
Incremental Revolving Loan Commitments or Incremental Term Loan Commitments
(any such upfront fee, each an "Incremental Upfront Fee"), (y) the
commitment fee to be charged by such Lenders or other financial
institutions with respect to such Incremental Revolving Loan Commitments
(any such commitment fee, each an "Incremental Commitment Fee") and (z) the
margins to be added by such Lenders or other financial institutions to the
Base Rate and the Eurodollar Rate for Loans made under such Incremental
Revolving Loan Commitments or Incremental Term Loan Commitments (any such
margin, an "Incremental Margin"). Upon the selection by the Borrower of
Lenders or other financial institutions pursuant hereto, the Borrower shall
promptly notify the Administrative Agent of the Lenders or other financial
institutions selected and the amount of the Incremental Revolving Loan

Commitments and/or Incremental Term Loan Commitments, the Incremental
Upfront Fee, Incremental Commitment Fee and the Incremental Margin as
agreed upon by the Borrower and such Lenders or other financial
institutions.
(ii) Notwithstanding anything to the contrary herein, it is
understood and agreed that (A) there shall be no more than (y) five (5)
different Incremental Margins in effect in respect of all Incremental Loans
and (z) twelve (12) different Interest Periods in effect in respect of all
Loans (including Incremental Loans) which consist of Eurodollar Advances;
and (B) if no Incremental Margin is agreed upon, with respect to any given
Incremental Facility, then the Incremental Margin shall be deemed to be (1)
the Applicable Margin for Original Revolving Loans as in effect from time
to time if the commitment is an Incremental Revolving Loan Commitment or
(2) the Applicable
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commitment is an Incremental Term Loan Commitment.
(iii) Notwithstanding anything to the contrary herein, (y) if the
aggregate amount of all Incremental Facilities provided hereunder exceeds
Twenty Five Million Dollars ($25,000,000) and the Incremental Margin
applicable to any Incremental Revolving Loans or Incremental Term Loans or
any Incremental Commitment Fee would exceed the Applicable Margin or the
Commitment Fee in effect with respect to Original Revolving Loans or
Original Term Loans, as the case may be, then the Applicable Margin and/or
the Commitment Fee in effect with respect to Original Revolving Loans
and/or Original Term Loans, as the case may be, shall be automatically
increased to an amount equal to the highest Incremental Margin and/or the
highest Incremental Commitment Fee applicable to Incremental Revolving
Loans and/or Incremental Term Loans, provided that at any time an
adjustment is made to the Applicable Margin with respect to either the
Original Revolving Loans or the Original Term Loans, respectively, pursuant
to the foregoing, a proportionate adjustment shall be made to the
Applicable Margin with respect to the Original Term Loans or the Original
Revolving Loans, respectively, and (z) no Incremental Facility may contain
terms that would result in the attribution of any original issue discount
to any Loans made thereunder unless each Lender that does not have a
Commitment under such Incremental Facility receives compensation and fees,
based on the amount of each such Lender's existing Commitments, equivalent
to the compensation and fees paid to the Lenders with Commitments under
such Incremental Facility simultaneously with the payment thereof to such
Lenders.
(iv) From time to time, the Borrower and the Lenders shall
furnish such information to the Administrative Agent as the Administrative
Agent may request relating to the providing of an Incremental Loan,
including the amounts, interest rates, and dates of Borrowings thereof, for
purposes of the allocation of amounts received from the Borrower for
payment on all amounts owing hereunder.
2.5

Termination, Reduction or Increases of Revolving Loan Commitments

(a) Voluntary Reductions. The Borrower may, upon not less than five
(5) Business Days' prior notice to the Administrative Agent, terminate or
permanently reduce the Aggregate Applicable Revolving Loan Commitments with
respect to any Revolving Loan Facility, without premium or penalty, by an
aggregate minimum amount of One Million Dollars ($1,000,000) or any multiple of
Five Hundred Thousand Dollars ($500,000) in excess thereof; provided, however
that no such termination or reduction shall be permitted if after giving effect
thereto and to any prepayment of Revolving Loans made under such Revolving Loan
Facility which are made on the effective date of such termination or reduction
the then outstanding principal amount of all Revolving Loans made under such
Revolving Loan Facility would exceed the Aggregate Applicable Revolving Loan
Commitments then in effect with respect to such Revolving Loan Facility; and
provided, further that once reduced in accordance with this Section 2.5(a), the
Aggregate Applicable Revolving Loan Commitments with respect to a Revolving Loan
Facility may not be increased. The Administrative Agent shall promptly notify
-43the affected Lenders of any such reduction or termination of the Aggregate
Applicable Revolving Loan Commitment with respect to a Revolving Loan Facility.
(b) Mandatory Reductions
(i) Revolving Loan Commitments. The Applicable Revolving Loan
Commitment of each Revolving Loan Lender with respect to each Revolving
Loan Facility shall be reduced, automatically and without further action by
any Person, on each March 31, June 30, September 30 and December 31,
commencing on December 31, 2006, by an amount equal to the product of (y)

five percent (5%) multiplied by (z) the Applicable Revolving Loan
Commitment of such Revolving Loan Lender with respect to such Revolving
Loan Facility as in effect immediately prior to the initial reduction
hereunder on December 31, 2006. Upon the occurrence of any reduction
pursuant to the preceding sentence, the Borrower shall prepay the Revolving
Loans in accordance with Section 2.7(b)(i).
(ii) Term Loan Commitments. The Aggregate Applicable Term Loan
Commitment with respect to the Original Term Loan Facility shall
automatically terminate effective as of the day after the Effective Date.
The Aggregate Applicable Term Loan Commitments with respect to any
Incremental Term Loan Facility shall terminate effective as of the day
after the effective date of the Incremental Loan Amendment relating
thereto.
(c) Reductions in General. Each reduction of the Aggregate Applicable
Revolving Loan Commitments with respect to a Revolving Loan Facility shall be
made by reducing each Revolving Loan Lender's Applicable Revolving Loan
Commitment with respect to such Revolving Loan Facility by an amount equal to
such Revolving Loan Lender's Applicable Revolving Loan Percentage with respect
to such Revolving Loan Facility of such reduction. Simultaneously with each
reduction of the Aggregate Applicable Revolving Loan Commitment with respect to
a Revolving Loan Facility, the Borrower shall pay the Commitment Fee or the
Incremental Commitment Fee, as the case may be, accrued on the amount by which
the Aggregate Applicable Revolving Loan Commitment with respect to such
Revolving Loan Facility has been reduced.
2.6

Principal Amortization of the Term Loans

(a) On the last day of each month set forth in the table below (or, if
the last day of such month is not a Business Day, the Business Day immediately
preceding the last day of such month), the Borrower shall repay, and there shall
become due and payable, in cash, a quarterly principal installment on the
Original Term Loans in an amount equal to the product of (i) the Aggregate
Applicable Term Loan Exposure with respect to the Original Term Loan Facility on
December 31, 2003 (as in effect immediately prior to such initial repayment on
December 31, 2003) multiplied by (ii) the percentage specified in the table
below for the applicable date:
-44- --------------------------------------------------------------------Month
Percentage
- --------------------------------------------------------------------December 2003
0.250%
- --------------------------------------------------------------------March, June, September and December 2004
0.250%
- --------------------------------------------------------------------March, June, September and December 2005
0.250%
- --------------------------------------------------------------------March, June and September 2006
0.250%
- --------------------------------------------------------------------December 2006 and March, June and
September 2007
1.250%
- --------------------------------------------------------------------December 2007 and March, June and
September 2008
3.00%
- --------------------------------------------------------------------December 2008 and March and June 2009
3.00%
- --------------------------------------------------------------------Term Loan Maturity Date
Full Outstanding Principal
Amount
- --------------------------------------------------------------------An Incremental Loan Amendment that provides for Incremental Term Loans may
provide for scheduled repayments of the Incremental Term Loans under such
Incremental Term Loan Facility, subject to the requirements of the definition of
Incremental Term Loan Maturity Date.
(b) Any payment made on Term Loans under a Term Loan Facility pursuant
to this Section 2.6, Section 2.7 or Section 2.8 shall be applied pro rata to
each Lender's Term Loans under such Term Loan Facility in accordance with such
Lender's Applicable Term Loan Percentage with respect to such Term Loan
Facility.
2.7

Prepayments of the Loans

(a) Voluntary Prepayments. The Borrower shall have the right at any
time and from time to time to prepay all or any portion of the Loans without
premium or penalty (but subject to Section 3.5), by delivering to the
Administrative Agent an irrevocable written notice thereof at least three (3)
Business Days (except as provided below) prior to the proposed prepayment date,
specifying (i) the Class(es) and Type(s) of Loans to be prepaid, (ii) the amount
to be prepaid and (iii) the date of prepayment, whereupon the amount specified

in such notice shall be due and payable on the date specified, provided that any
Revolving Loan may be prepaid on the same day that such notice of prepayment is
given. Upon receipt of each such notice, the Administrative Agent shall promptly
notify each relevant Lender thereof. Each partial prepayment of the Loans
pursuant to this subsection shall be in an amount equal to the Minimum
Prepayment Amount, or, if less, the outstanding principal balance of the Loans.
After giving effect to any partial prepayment with respect to Eurodollar
Advances which were made (whether as the result of a Borrowing, a conversion or
a continuation) on the same date and which had the same Interest Period, the
outstanding principal balance of such Eurodollar Advances shall equal or exceed
(subject to Section 3.3) the Minimum Prepayment Amount. Any prepayment of Term
Loans pursuant to this Section 2.7(a) shall be applied first to the remaining
scheduled repayments of principal on the Term Loans being prepaid, in accordance
with Section 2.6(a), including any scheduled repayments of Incremental Term
Loans pro rata among the applicable Term Loan Lenders in accordance with their
respective Applicable Term Loan
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outstanding principal balance on such Term Loans, pro rata among the applicable
Term Loan Lenders in accordance with their respective Applicable Term Loan
Exposures with respect to such Term Loans.
(b) Mandatory Prepayments.
(i) If on any date the aggregate unpaid principal amount of
outstanding Revolving Loans made under any Revolving Loan Facility exceeds
the Aggregate Applicable Revolving Loan Commitments with respect to such
Revolving Loan Facility, then the Borrower shall immediately prepay the
amount of such excess. Any payments on Revolving Loans made under a
Revolving Loan Facility pursuant to this Section 2.7(b)(i) shall be applied
pro rata among the Lenders with Applicable Revolving Loan Commitments with
respect to such Revolving Loan Facility.
(ii) The Borrower shall, following the receipt by the Borrower or
any Subsidiary of any Net Casualty Proceeds from any Casualty Event or
series of Casualty Events, the aggregate amount of which is in excess of
Fifty Thousand Dollars ($50,000), deliver to the Administrative Agent a
calculation of the amount of such Net Casualty Proceeds and make a
mandatory prepayment of the outstanding principal of the Term Loans and the
Revolving Loans on a pro rata basis among such Loans in an amount equal to
one hundred percent (100%) of such Net Casualty Proceeds within three (3)
Business Days of the receipt thereof; provided, however, that no mandatory
prepayment from Net Casualty Proceeds shall be required under this clause
if (A) the aggregate Net Casualty Proceeds received by the Borrower has not
exceeded Five Hundred Thousand Dollars ($500,000) (and the Administrative
Agent shall return all monies received as loss payee under the Borrower's
insurance until the aggregate Net Casualty Proceeds received as loss payee
under the Borrower's insurance until the aggregate Net Casualty Proceeds by
the Borrower is equal to or exceeds such amount) in any fiscal year of the
Borrower, (B) the Borrower informs the Administrative Agent in writing no
later than thirty (30) days following the occurrence of the Casualty Event
resulting in such Net Casualty Proceeds of its or its Subsidiary's good
faith intention to apply such Net Casualty Proceeds to the rebuilding or
replacement of the damaged, destroyed or condemned assets or property (at
which time the Administrative Agent will deposit such amount of Net
Casualty Proceeds to be reinvested by the Borrower in a deposit account for
the benefit of the Borrower, but subject to the Lien of the Administrative
Agent, to be used for such rebuilding, replacement or the repayment of
Loans, as the case may be) and (C) the Borrower or such Subsidiary in fact
uses such Net Casualty Proceeds to rebuild or replace such assets or
property within one hundred eighty (180) days following the receipt of such
Net Casualty Proceeds, with the amount of such Net Casualty Proceeds unused
after such 180-day period being applied to the Loans; provided, further,
that at any time when any Event of Default shall have occurred and be
continuing, all Net Casualty Proceeds shall be deposited in an account
maintained with the Administrative Agent for, at the Administrative Agent's
discretion, (y) application to the Loans or (z) distribution to the
Borrower or such Subsidiary for such rebuilding or replacement whenever no
Event of Default is then continuing.
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equal to 100% of the Net Cash Proceeds from such Disposition shall be
applied on such date to prepay outstanding principal of the Term Loans and
the Revolving Loans on a pro rata basis among such Loans, provided that
with respect to no more than Five Hundred Thousand Dollars ($500,000) in
the aggregate of the Net Cash Proceeds received in connection with all
Dispositions within any fiscal year of the Borrower, the Net Cash Proceeds
therefrom shall not be required to be so applied to the extent that the
Borrower elects to cause such Net Cash Proceeds to be reinvested in

Reinvestment Assets during the Reinvestment Period with respect to such
Disposition (a "Reinvestment Election"), provided that (x) no Reinvestment
Election may be made if a Default or Event of Default exists on the date of
such Reinvestment Election and (y) such Reinvestment Election shall be
effective only with respect to the Net Cash Proceeds of such Disposition
equal to the Anticipated Reinvestment Amount specified in such Reinvestment
Notice. Nothing in this Section 2.7(b)(iii) shall be deemed to permit any
Disposition or Acquisition not otherwise permitted under this Agreement. On
the last day of the Reinvestment Period with respect to a Reinvestment
Election, an amount equal to the Reinvestment Prepayment Amount, if any,
for such Reinvestment Election shall be applied to prepay outstanding
principal of the Term Loans and the Revolving Loans on a pro rata basis
among such Loans. Unless otherwise provided herein, repayments pursuant to
this Section 2.7(b)(iii) shall be made within ten (10) Business Days
following the last day of each fiscal year of the Borrower.
(iv) On the Business Day after the receipt by any Loan Party of
Net Debt Proceeds from the creation, incurrence or assumption of any
indebtedness for borrowed money, except for Permitted Subordinated Debt,
Additional Permitted Subordinated Debt, Lender Debt and other Indebtedness
permitted by Section 8.1, the Borrower shall prepay outstanding principal
of the Term Loans and the Revolving Loans, on a pro rata basis among such
Loans, in an amount equal to one hundred percent (100%) of such Net Debt
Proceeds.
(v) On the Business Day after the date of the receipt by any Loan
Party of Net Issuance Proceeds from any sale or issuance of Capital Stock,
the Borrower shall prepay outstanding principal of the Term Loans and the
Revolving Loans, on a pro rata basis among such Loans, in an amount equal
to fifty percent (50%) of such Net Issuance Proceeds.
(c) Other Mandatory Prepayments.
(i) Simultaneously with each reduction or termination of the
Aggregate Applicable Revolving Loan Commitment with respect to a Revolving
Loan Facility, the Borrower shall prepay the Revolving Loans under such
Revolving Loan Facility, on a pro rata basis among such Revolving Loans, by
an amount equal to the excess, if any, of the Aggregate Applicable
Revolving Loan Exposure with respect to such Revolving Loan Facility minus
the Aggregate Applicable Revolving Loan Commitments with respect to such
Revolving Loan Facility after giving effect to such reduction or
termination.
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to occur of (i) the date seven (7) Business Days after such loan is made
and (ii) the maturity date of such Swing Line Loan.
(d) Application of Prepayments Generally.
(i) Any mandatory prepayments of Revolving Loans under a
Revolving Loan Facility under Section 2.7(b) shall reduce the Aggregate
Applicable Revolving Loan Commitments with respect to such Revolving Loan
Facility, and the corresponding Applicable Revolving Loan Commitments of
each Revolving Loan Lender with respect to such Revolving Loan Facility, on
a dollar-for-dollar basis.
(ii) Any mandatory prepayments of Term Loans under a Term Loan
Facility shall be made in the inverse order of their maturity. Any
prepayment of Term Loans pursuant to Section 2.7(b) shall be applied in
accordance with the last sentence of Section 2.7(a).
(iii) As between the Borrower and the Credit Parties, after the
occurrence and during the continuance of an Event of Default, all payments
or prepayments of the Loans may be applied to the Borrower's obligations
under this Agreement and the other Loan Documents in such amounts and
manner as may be specified in the Loan Documents or otherwise determined by
the Administrative Agent in its sole discretion.
(iv) Each prepayment of any Loans made pursuant to this Section
2.7 shall be without premium or penalty, except as may be required by
Section 3.5.
(v) The Borrower shall pay, together with each prepayment under
Section 2.7(b), accrued interest on the amount prepaid and any amounts
required pursuant to Section 3.5. Any prepayments pursuant to Section
2.7(b) made on a day other than an Interest Payment Date for any Loan shall
be applied first to any Base Rate Loans then outstanding and then to
Eurodollar Loans with the shortest Interest Periods remaining.
(vi) Notwithstanding anything to the contrary contained in this
Section 2.7, any Term Loan Lender may elect, by delivering written notice
to the Administrative Agent prior to the receipt thereof, not to receive

its pro rata portion of any mandatory prepayment that would otherwise be
payable to such Term Loan Lender pursuant to this Section 2.7, whereupon
such portion shall be reallocated to prepay the outstanding principal
amount of all Term Loans and Revolving Loans then being prepaid other than
the Term Loans held by such Term Loan Lender and any other Term Loan Lender
that has elected not to receive its pro rata portion of such mandatory
prepayment, on a pro rata basis among such Loans.
2.8

Payments; Set-off; Adjustments

(a) Payments Generally. Except as provided below, all payments,
including prepayments, of principal and interest on the Loans, of the Commitment
Fee, any Incremental Commitment Fee, any Incremental Upfront Fee and of all
other amounts to be paid by the
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Commitment Fee, and any Incremental Upfront Fee, any LC Fee and any LC Upfront
Fee together with all such other fees, being sometimes hereinafter collectively
referred to as the "Fees") shall, except as specified below, be made to the
Administrative Agent, prior to 1:00 p.m., Boston, Massachusetts time, on the
date such payment is due, for the account of the applicable Credit Parties at
the Payment Office, in Dollars and in immediately available funds, without
set-off, offset, recoupment or counterclaim. The failure of the Borrower to make
any such payment by such time shall not constitute a Default, provided that such
payment is made on such due date, but any such payment made after 1:00 p.m.,
Boston, Massachusetts time, on such due date shall be deemed to have been made
on the next Business Day for the purpose of calculating interest on amounts
outstanding on the Loans. As between the Borrower and each Credit Party, any
payment by the Borrower to the Administrative Agent for the account of such
Credit Party shall be deemed to be payment by the Borrower to such Credit Party.
Notwithstanding the foregoing, all payments pursuant to Sections 3.5, 3.6, 3.7,
and 11.4, all Incremental Upfront Fees and all LC Upfront Fees shall be paid
directly to the Credit Party entitled thereto. If any payment under the Loan
Documents shall be due and payable on a day which is not a Business Day, the due
date thereof (except as otherwise provided with respect to Interest Periods)
shall be extended to the next Business Day and (except with respect to payments
in respect of the Fees) interest shall be payable at the applicable rate
specified herein during such extension, provided, however, that if such next
Business Day would be after the maturity date of the relevant Facility, such
payment shall instead be due on the immediately preceding Business Day.
(b) Set-off. In addition to any rights and remedies of the Credit
Parties provided by law, upon and after the acceleration of all the obligations
of the Borrower under the Loan Documents to which it is a party, or at any time
upon the occurrence and during the continuance of an Event of Default, each
Credit Party shall have the right, without prior notice to any Loan Party, any
such notice being expressly waived by each Loan Party to the extent not
prohibited by applicable law, to set-off and apply against any indebtedness,
whether matured or unmatured, of such Loan Party to such Credit Party any amount
owing from such Credit Party to such Loan Party, at, or at any time after, the
happening of any of the above-mentioned events. To the extent not prohibited by
applicable law, the aforesaid right of set-off may be exercised by any Credit
Party against such Loan Party or against any trustee in bankruptcy, custodian,
debtor in possession, assignee for the benefit of creditors, receiver, or
execution, judgment or attachment creditor of such Loan Party, or against anyone
else claiming through or against such Loan Party, or such trustee in bankruptcy,
custodian, debtor in possession, assignee for the benefit of creditors,
receiver, or execution, judgment or attachment creditor, notwithstanding the
fact that such right of set-off shall not have been exercised by such Credit
Party prior to the making, filing or issuance, or service upon such Credit Party
of, or of notice of, any such petition, assignment for the benefit of creditors,
appointment or application for the appointment of a receiver, or issuance of
execution, subpoena, order or warrant. Each Credit Party agrees promptly to
notify the Borrower and the Administrative Agent after any such set-off and
application made by such Credit Party, provided that the failure to give such
notice shall not affect the validity of such set-off and application.
(c) Adjustments. If any Lender shall obtain any payment (whether
voluntary, involuntary, through the exercise of any right of set-off, or
otherwise) in respect of the principal of or interest on its Loans of any Class,
resulting in such Lender receiving payment of a greater
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Loans of such Class than the proportion received by any other Lender, then the
Lender receiving such greater proportion shall promptly purchase, at face value
for cash, participations in the Loans of such Class to the extent necessary so
that the benefit of such payment shall be shared by the Lenders ratably in
accordance with the aggregate amount of principal of and accrued interest on
their respective Loans of such Class, provided, however, that (i) if all or any

portion of such payment is thereafter recovered, such participations shall be
rescinded and the purchase price returned, in each case to the extent of such
recovery and (ii) the provisions of this Section 2.8(c) shall not be construed
to apply to any payment made by the Borrower pursuant to and in accordance with
the express terms of this Agreement or any payment obtained by a Lender as
consideration for the assignment of or sale of a participation in any of its
Loans to any assignee or participant, other than to the Borrower or any
Subsidiary or Affiliate thereof (as to which the provisions of this Section
2.8(c) shall apply). The Borrower agrees that any Lender that purchased a
participation pursuant to this subsection may exercise such rights to payment
(including the right of set-off) with respect to such participation as fully as
such Lender were the direct creditor of the Borrower in the amount of such
participation.
ARTICLE 3
INTEREST, FEES, YIELD PROTECTION, ETC.
3.1

Interest Rate and Payment Dates

(a) Advances. Each (i) Base Rate Advance shall bear interest at a rate
per annum equal to the Base Rate plus the Applicable Margin and (ii) Eurodollar
Advance shall bear interest at a rate per annum equal to the Eurodollar Rate for
the applicable Interest Period plus the Applicable Margin.
(b) Event of Default; Late Charges. Notwithstanding the foregoing,
after the occurrence and during the continuance of an Event of Default, the
outstanding principal balance of the Loans shall bear interest at a rate per
annum equal to two percent (2%) plus the rate otherwise applicable to such Loans
as provided in subsection (a) above. If any interest, Fee or other amount
payable under the Loan Documents is not paid when due (whether at the stated
maturity thereof, by acceleration or otherwise), such overdue amount shall bear
interest at a rate per annum equal to the Base Rate plus the Applicable Margin
plus two percent (2%), from the date of such nonpayment until paid in full in
cash (whether before or after the entry of a judgment thereon). All such
interest shall be payable on demand.
(c) Payment of Interest. Except as otherwise provided in subsection
(b) above, interest shall be payable in arrears on the following dates and upon
each payment (including prepayment) of the Loans:
(i) in the case of a Base Rate Advance, on the last Business Day
of each March, June, September and December commencing on the first of such
days to occur after such Base Rate Advance is made or any Eurodollar
Advance is converted to a Base Rate Advance;
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Interest Period applicable thereto and, if such Interest Period is longer
than three (3) months, the last Business Day of each three (3) month
interval occurring during such Interest Period; and
(iii) in the case of a Swing Line Loan, on the date that such
Swing Line Loan is repaid.
(d) Computations. Interest on (i) Base Rate Advances shall be
calculated on the basis of a 365 or 366 day year (as the case may be) and (ii)
Eurodollar Advances shall be calculated on the basis of a 360-day year, in each
case, for the actual number of days elapsed. The Administrative Agent shall, as
soon as practicable, notify the Borrower and the Lenders of the effective date
and the amount of each change in the Base Rate, but any failure to so notify
shall not in any manner affect the obligation of the Borrower to pay interest on
the Loans in the amounts and on the dates required. Each determination of a rate
of interest by the Administrative Agent pursuant to the Loan Documents shall be
conclusive and binding on all parties hereto absent manifest error. The Borrower
acknowledges that to the extent interest payable on Base Rate Advances is based
on the Base Rate, such rate is only one of the bases for computing interest on
loans made by the Lenders, and by basing interest payable on Base Rate Advances
on the Base Rate, the Lenders have not committed to charge, and the Borrower has
not in any way bargained for, interest based on a lower or the lowest rate at
which the Lenders may now or in the future make loans to other borrowers.
3.2

Fees

(a) Commitment Fees. The Borrower agrees to pay to the Administrative
Agent, for the account of the Revolving Loan Lenders in accordance with each
Revolving Loan Lender's Original Revolving Loan Commitment, a fee (the
"Commitment Fee"), during the Revolving Loan Commitment Period, at a rate per
annum equal to the Commitment Fee Percentage on the average daily unused
Aggregate Applicable Revolving Loan Commitment with respect to the Original
Revolving Loan Facility. The Commitment Fee shall be payable (A) quarterly in
arrears on the last Business Day of each March, June, September and December
during such period, commencing on the first such day following the Effective
Date, (B) on the date of any reduction in the Aggregate Applicable Revolving

Loan Commitment with respect to the Original Revolving Loan Facility (to the
extent of such reduction) and (C) on the Revolving Maturity Date. The Commitment
Fee shall be calculated on the basis of a 360-day year for the actual number of
days elapsed.
(b) Other Fees. The Borrower agrees to pay to the Agents and their
respective Affiliates, for their own accounts, such other fees as have been or
may in the future be agreed to in writing by and among the Borrower and the
Agents and such Affiliates.
(c) General. Fees and other amounts paid shall not be refundable under
any circumstances, unless there has been an error in the calculation thereof.
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Conversions

(a) The Borrower may elect from time to time to convert one or more
Eurodollar Advances to Base Rate Advances by giving the Administrative Agent at
least three (3) Business Days prior irrevocable notice of such election,
specifying the amount to be converted, provided that any such conversion of
Eurodollar Advances shall only be made on the last day of the Interest Period
applicable thereto. In addition, the Borrower may elect from time to time to (i)
convert Base Rate Advances comprising all or a portion of Loans to Eurodollar
Advances and (ii) continue Eurodollar Advances as new Eurodollar Advances by
selecting a new Interest Period therefor, in each case by giving the
Administrative Agent at least three (3) Business Days prior irrevocable notice
of such election, in the case of a conversion to, or continuation of, Eurodollar
Advances, specifying (i) the amount to be so converted or continued and the
Interest Period relating thereto and (ii) provided, Loans consisting of
Eurodollar Advances shall be limited to not more than twelve (12) different
maturities at any time, provided, further that any such conversion of Base Rate
Advances to Eurodollar Advances shall only be made on a Business Day and any
such continuation of Eurodollar Advances as new Eurodollar Advances shall only
be made on the last day of the Interest Period applicable to the Eurodollar
Advances which are to be continued as such new Eurodollar Advances. Each such
notice (a "Notice of Conversion") shall be substantially in the form of Exhibit
C, shall be irrevocable and shall be given by facsimile (confirmed promptly, and
in any event within five (5) Business Days, by the delivery to the
Administrative Agent of a Notice of Conversion manually signed by the Borrower).
The Administrative Agent shall promptly provide the Lenders with notice of each
such election. Advances may be converted or continued pursuant to this Section
3.3 in whole or in part, provided that the amount to be converted to, or
continued as, each Eurodollar Advance, when aggregated with any Eurodollar
Advance to be made on such date in accordance with Section 2.2 and having the
same Interest Period as such first Eurodollar Advance, shall equal the Minimum
Borrowing Amount.
(b) Notwithstanding anything in this Agreement to the contrary, upon
the occurrence and during the continuance of an Event of Default, the Borrower
shall have no right to elect to convert any existing Base Rate Advance to a new
Eurodollar Advance or to continue any existing Eurodollar Advance as a new
Eurodollar Advance. In such event, all Base Rate Advances shall be automatically
continued as Base Rate Advances and all Eurodollar Advances shall be
automatically converted to Base Rate Advances on the last day of the current
Interest Period applicable to such Eurodollar Advance.
(c) Each conversion or continuation shall be effected by each Lender
by applying the proceeds of its new Base Rate Advance or Eurodollar Advance, as
the case may be, to its Advances (or portion thereof) being converted (it being
understood that any such conversion or continuation shall not constitute a
Borrowing for purposes of Articles 4, 5 or 6).
3.4

Concerning Interest Periods

(a) No Interest Period in respect of a Eurodollar Advance comprising
all or a portion of a Loan shall end (i) after the Revolving Maturity Date in
the case of Eurodollar Advances constituting Revolving Loans, or (ii) after the
Term Loan Maturity Date or
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Advances constituting Term Loans.
(b) With respect to Eurodollar Advances, any Interest Period which
begins on the last Business Day of a calendar month (or on a day for which there
is no numerically corresponding day in the calendar month at the end of such
Interest Period) shall end on the last Business Day of a calendar month.
(c) If an Interest Period would otherwise end on a day which is not a
Business Day, such Interest Period shall be extended to the next succeeding
Business Day, unless the result of such extension would be to carry such

Interest Period into another calendar month, in which event such Interest Period
shall end on the immediately preceding Business Day.
(d) If the Borrower shall have failed to timely elect a Eurodollar
Advance under Section 2.2 or 3.3, as the case may be, in connection with any
Borrowing of, conversion to, or continuation of, a Eurodollar Advance, such
Borrowing or such Advance requested to be converted to, or continued as, a
Eurodollar Advance shall thereafter be a Base Rate Advance until such time, if
any, as the Borrower shall elect a new Eurodollar Advance pursuant to Section
3.3.
(e) The Borrower shall not be permitted to have more than twelve (12)
Eurodollar Advances outstanding at any one time, it being agreed that each
borrowing of a Eurodollar Advance pursuant to a single Borrowing Request and
each continuation of or conversion to a Eurodollar Advance shall each constitute
the making of a Eurodollar Advance for the purpose of calculating such
limitation.
3.5

Funding Loss

Notwithstanding anything contained herein to the contrary, if the
Borrower shall fail to borrow, convert or continue a Eurodollar Advance on a
Borrowing Date or Conversion Date after it shall have given notice to do so in
which it shall have requested a Eurodollar Advance, or if a Eurodollar Advance
shall be terminated for any reason prior to the last day of the Interest Period
applicable thereto, or if, while a Eurodollar Advance is outstanding, any
repayment or prepayment of such Eurodollar Advance is made for any reason
(including as a result of acceleration or illegality) on a date which is prior
to the last day of the Interest Period applicable thereto, the Borrower agrees
to indemnify each Lender against, and to pay on demand directly to such Lender
the amount (calculated by such Lender using any reasonable method chosen by such
Lender which is customarily used by such Lender for such purpose) equal to any
loss, cost or out-of-pocket expense suffered by such Lender as a result of such
failure to borrow convert, or continue, or such termination, repayment or
prepayment, including any loss, cost or expense suffered by such Lender in
liquidating or employing deposits acquired to fund or maintain the funding of
such Eurodollar Advance or redeploying funds prepaid or repaid, in amounts which
correspond to such Eurodollar Advance and any reasonable internal processing
charge or administrative charges of customarily charged by such Lender in
connection therewith.
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Increased Costs; Illegality, etc.

(a) Increased Costs. If any Change in Law shall impose, modify or make
applicable any reserve, special deposit, compulsory loan, assessment, increased
cost or other requirement against assets held by, or deposits of, or advances or
loans by, or other credit extended by, or any other acquisition of funds by, any
office of any Credit Party in respect of its Eurodollar Advances which is not
otherwise included in the determination of a Eurodollar Rate and the result
thereof is to increase the cost to any Credit Party of making, renewing,
converting or maintaining its Eurodollar Advances or its commitment to make such
Eurodollar Advances, or to reduce any amount receivable under the Loan Documents
in respect of its Eurodollar Advances, then, in any such case, the Borrower
shall pay such Credit Party such additional amounts as are sufficient to
compensate such Credit Party for such additional cost or reduction in such
amount receivable which such Credit Party deems to be material as determined by
such Credit Party.
(b) Capital Adequacy. If any Credit Party determines that any Change
in Law relating to capital requirements has or would have the effect of reducing
the rate of return on such Credit Party's capital or on the capital of such
Credit Party's holding company, if any, on the Loans to a level below that which
such Credit Party (or its holding company) would have achieved or would
thereafter be able to achieve but for such Change in Law (after taking into
account such Credit Party's (or such holding company's) policies regarding
capital adequacy), the Borrower shall pay to such Credit Party (or such holding
company) such additional amount or amounts as will compensate such Credit Party
(or such holding company) for such reduction.
(c) Illegality. Notwithstanding any other provision hereof, if any
Lender shall reasonably determine that any law, regulation, treaty or directive,
or any change therein or in the interpretation or application thereof, shall
make it unlawful for such Lender to make or maintain any Eurodollar Advance as
contemplated by this Agreement, such Lender shall promptly notify the Borrower
and the Administrative Agent thereof, and (i) the commitment of such Lender to
make such Eurodollar Advances or convert Base Rate Advances to Eurodollar
Advances shall forthwith be suspended, (ii) such Lender shall fund its portion
of each requested Eurodollar Advance as a Base Rate Advance and (iii) such
Lender's Loans then outstanding as such Eurodollar Advances, if any, shall be
converted automatically to Base Rate Advances on the last day of the then
current Interest Period applicable thereto or at such earlier time as may be
required by law. Upon any such conversion, the Borrower shall also pay accrued

interest on the amount so converted. The commitment of any such Lender with
respect to Eurodollar Advances shall be suspended until such Lender shall notify
the Administrative Agent and the Borrower that the circumstances causing such
suspension no longer exist. Upon receipt of such notice by each of the
Administrative Agent and the Borrower, such Lender's commitment to make or
maintain Eurodollar Advances shall be reinstated. Each Lender has identified its
Eurodollar Lending Office on Schedule 1.1 hereto or in an Assignment and
Acceptance Agreement. Each Lender agrees to designate a different Eurodollar
Lending Office if such designation (y) would enable such Lender to lawfully make
or maintain Eurodollar Advances and (z) would not, in the good faith judgment of
such Lender, otherwise be disadvantageous to such Lender.
(d) Substituted Interest Rate. In the event that (i) the
Administrative Agent shall have determined (which determination shall be
conclusive and binding upon the Borrower)
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adequate and reasonable means do not exist for ascertaining the Eurodollar Rate
applicable pursuant to Section 3.1 or (ii) the Required Lenders shall have
notified the Administrative Agent that they have determined (which determination
shall be conclusive and binding on the Borrower) that the applicable Eurodollar
Rate will not adequately and fairly reflect the cost to such Lenders of
maintaining or funding loans bearing interest based on such Eurodollar Rate,
with respect to any portion of the Loans that the Borrower has requested be made
as Eurodollar Advances or Eurodollar Advances that will result from the
requested conversion or continuation of any portion of the Advances into or of
Eurodollar Advances (each, an "Affected Advance"), the Administrative Agent
shall promptly notify the Borrower and the Lenders (by telephone or otherwise,
to be promptly confirmed in writing) of such determination, on or, to the extent
practicable, prior to the requested Borrowing Date or Conversion Date for such
Affected Advances. If the Administrative Agent shall give such notice, (a) any
Affected Advances shall be made as Base Rate Advances, (b) the Advances (or any
portion thereof) that were to have been converted to Affected Advances shall be
converted to Base Rate Advances and (c) any outstanding Affected Advances shall
be converted, on the last day of the then current Interest Period with respect
thereto, to Base Rate Advances. Until any notice under clauses (i) or (ii), as
the case may be, of this subsection (d) has been withdrawn by the Administrative
Agent (by notice to the Borrower promptly upon either (x) the Administrative
Agent having determined that such circumstances affecting the interbank
eurodollar market no longer exist and that adequate and reasonable means do
exist for determining the Eurodollar Rate pursuant to Section 3.1 or (y) the
Administrative Agent having been notified by such Required Lenders that
circumstances no longer render the Advances (or any portion thereof) Affected
Advances), no further Eurodollar Advances shall be required to be made by the
Lenders, nor shall the Borrower have the right to convert all or any portion of
the Loans to or as Eurodollar Advances.
(e) Payment; Certificates. Each payment pursuant to subsections (a) or
(b) above shall be made within ten (10) days after demand therefor, which demand
shall be accompanied by a certificate of the Credit Party demanding such payment
setting forth the calculations of the additional amounts payable pursuant
thereto. Each such certificate shall be conclusive absent manifest error. No
failure by any Credit Party to demand, and no delay in demanding, compensation
for any increased cost shall constitute a waiver of its right to demand such
compensation at any time. In determining any amounts due the Administrative
Agent or a Lender, the Administrative Agent or such Lender may use any
reasonable averaging and attribution methods.
3.7

Taxes

(a) Payments Free of Taxes. All payments by or on account of the
Borrower under any Loan Document to or for the account of a Credit Party shall
be made free and clear of, and without any deduction or withholding for or on
account of, any and all present or future Indemnified Taxes or Other Taxes,
provided that if the Borrower or any other Person is required by any law, rule,
regulation, order, directive, treaty or guideline to make any deduction or
withholding in respect of such Indemnified Tax or Other Tax from any amount
required to be paid by the Borrower to or on behalf of any Credit Party under
any Loan Document (each, a "Required Payment"), then (i) the Borrower shall
notify the Administrative Agent and such Credit Party of any such requirement or
any change in any such requirement as soon as the
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or Other Tax prior to the date on which penalties attach thereto, such payment
to be made (to the extent that the liability to pay is imposed on the Borrower)
for its own account or (to the extent that the liability to pay is imposed on
such Credit Party) on behalf and in the name of such Credit Party, (iii) the
Borrower shall pay to such Credit Party an additional amount such that such
Credit Party shall receive on the due date therefor an amount equal to the

Required Payment had no such deduction or withholding been made or required and
(iv) the Borrower shall, within thirty (30) days after paying such Indemnified
Tax or Other Tax, deliver to the Administrative Agent and such Credit Party
satisfactory evidence of such payment to the relevant Governmental Authority. If
the Borrower shall be required to deduct or pay any Taxes or Other Taxes from or
in respect of any sum payable under any Loan Document to any Credit Party, the
Borrower shall also pay to such Credit Party, at the time interest is paid, such
additional amount as such Credit Party specifies is necessary to preserve the
after-tax yield (after factoring in all taxes, including taxes imposed on or
measured by net income) that such Credit Party would have received if such Taxes
or Other Taxes had not been imposed.
(b) Reimbursement for Taxes and Other Taxes Paid by Credit Party. The
Borrower shall reimburse each Credit Party, within ten (10) days after written
demand therefor, for the full amount of all Indemnified Taxes or Other Taxes
paid by such Credit Party on or with respect to any payment by or on account of
any obligation of the Borrower under the Loan Documents (including Indemnified
Taxes or Other Taxes imposed or asserted on or attributable to amounts payable
under this Section 3.7) and any penalties, interest and reasonable expenses
arising therefrom or with respect thereto, whether or not such Indemnified Taxes
or Other Taxes were correctly or legally imposed or asserted by the relevant
Governmental Authority. A certificate as to the amount of such payment or
liability delivered to the Borrower by a Credit Party shall be conclusive absent
manifest error. In the event that any Credit Party determines that it received a
refund or credit for Indemnified Taxes or Other Taxes paid by the Borrower under
this Section 3.7, such Credit Party shall promptly notify the Borrower of such
fact and shall remit to the Borrower the amount of such refund or credit.
(c) Foreign Credit Parties. Each Foreign Credit Party that is entitled
to receive payments under this Agreement shall not be subject to deduction or
withholding of any United States federal income taxes or shall be entitled to an
exemption from backup withholding tax and shall, prior to the first date on
which any payment is due to it hereunder, deliver to the Borrower and the
Administrative Agent, as the case may be, two duly completed copies of United
States Internal Revenue Service Form W-8 BEN, W-8 ECI or any other applicable
form, certificate, or document prescribed by the Internal Revenue Service, as
the case may be, certifying in each case that such Lender is entitled to receive
payments under this Agreement payable to it, without deduction or withholding of
any United States federal income taxes, or any United States backup withholding
tax (a "Certificate of Exemption"). Each Lender that delivers a Certificate of
Exemption pursuant to the preceding sentence further undertakes to deliver to
the Borrower and the Administrative Agent two updated Certificates of Exemption
on or before the date that any Certificate of Exemption delivered to the
Borrower and the Administrative Agent under this Section 3.7 expires or becomes
obsolete or after the occurrence of any event requiring a change in the most
recent Certificate of Exemption previously delivered by it, and such extensions
or renewals thereof as may reasonably be requested by the Borrower or the
Administrative Agent, certifying that such Lender is entitled to receive
payments under this
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taxes (unless in any such case an event (including, without limitation, any
Change in Law since the Effective Date) has occurred prior to the date on which
any such delivery would otherwise be required which renders all such
Certificates of Exemption inapplicable or which would prevent such Lender from
duly completing and delivering any such Certificate of Exemption with respect to
it, and such Lender advises the Borrower and the Administrative Agent that it is
not capable of receiving payments without any deduction or withholding of United
States federal income tax), and establishing an exemption from United States
backup withholding tax.
(d) The Borrower shall not be required to pay any additional amount to
any Foreign Credit Party under Section 3.7(a) or (b) to the extent any deduction
or withholding is a result of such Lender's failure to satisfy the requirements
of Section 3.7(c); provided that if such Lender shall have satisfied the
requirements of Section 3.7(c) on the Effective Date (in the case of each Lender
listed on the signature pages hereof) or on the date of the Assignment and
Acceptance Agreement or the Incremental Loan Amendment pursuant to which it
became a Lender (in the case of each other Lender), nothing in this Section
3.7(d) shall relieve the Borrower of its obligation to pay any additional
amounts otherwise payable pursuant to Section 3.7(a) or (b) in the event that,
as a result of any Change in Law, such Lender is no longer properly entitled to
deliver forms, certificates or other evidence at a subsequent date establishing
the fact that such Lender is not subject to withholding.
3.8

Excessive Interest

It is the intention of the parties hereto to conform strictly to
applicable usury laws and, anything herein or elsewhere to the contrary
notwithstanding, the Obligations shall be subject to the limitation that the
Borrower shall not be required to pay, and the Credit Parties shall not be
entitled to charge or receive, any interest to the extent that such interest

exceeds the maximum rate of interest which the Credit Parties are permitted by
applicable Laws to contract for, charge or receive and which would not give rise
to any claim or defense of usury. If, as a result of any circumstances
whatsoever, performance of any provision hereof or of any of the Loan Documents
shall, at the time performance of such provision is due, violate applicable
usury law, then, ipso facto, the obligation to be performed shall be reduced to
the highest lawful rate, and if, from any such circumstance, the Credit Parties
shall ever receive interest or anything which might be deemed interest under
applicable Laws which would exceed the highest lawful rate, the amount of such
excess interest shall be applied to the reduction of the principal amount owing
on account of the Notes or the amounts owing on other Obligations and not to the
payment of interest, or if such excessive interest exceeds the unpaid principal
balance of the Obligations, such excess shall be refunded to the Borrower.
3.9

Notations

Each Lender is hereby authorized, at its option, either (i) to endorse
on the schedule attached to each of its Notes (or on a continuation of such
schedule attached to such Note and made a part thereof) an appropriate notation
evidencing the date and amount of each Loan evidenced thereby and the date and
amount of each principal and interest payment in respect thereof, or (ii) to
record such Loans and such payments in its books and records. Such schedule or
such books and records, as the case may be, shall constitute controlling and
-57conclusive evidence, absent manifest error, of the accuracy of the information
contained therein, but failure to so record shall not limit or affect the
obligation of the Borrower to make payments on the Loans when due.
3.10 Replacement of Lenders
If any Lender requests compensation under Section 3.6(a), or if the
Borrower is required to pay any additional amount to any Lender or any
Governmental Authority for the account of any Lender pursuant to Section 3.7,
then the Borrower may, at its sole expense, upon notice to such Lender and the
Administrative Agent, require such Lender to assign and delegate, without
recourse (in accordance with and subject to the restrictions contained in
Section 11.5), all its interests, rights and obligations under this Agreement to
an Eligible Institution that shall assume such obligations (which Eligible
Institution may be another Lender, if a Lender accepts such assignment);
provided that (i) such Lender shall have received payment of an amount equal to
the outstanding principal of its Loans and participations in Swing Line Loans,
accrued interest thereon, accrued fees and all other amounts payable to it
hereunder, from the Eligible Institution (to the extent of such outstanding
principal and accrued interest and fees) or the Borrower (in the case of all
other amounts) and (ii) in the case of any such assignment resulting from a
claim for compensation under Section 3.6(a) or payments required to be made
pursuant to Section 3.7, such assignment will result in a reduction in such
compensation or payments. A Lender shall not be required to make any such
assignment and delegation if, prior thereto, the circumstances entitling the
Borrower to require such assignment and delegation cease to apply.
ARTICLE 4
REPRESENTATIONS AND WARRANTIES
In order to induce the Credit Parties to enter into this Agreement and to
make the Loans, the Borrower makes the following representations and warranties
to the Credit Parties:
4.1

Organization and Power

The Borrower and each of its Subsidiaries (a) is duly incorporated,
organized or formed, validly existing and in good standing under the laws of the
jurisdiction of its incorporation, organization or formation, (b) has all
requisite power and authority to own its property and to carry on its business
as now conducted and (c) is duly qualified to do business and is in good
standing in each jurisdiction in which the nature of the business conducted
therein or the property owned by it therein makes such qualification necessary,
except where such failure to qualify or be in good standing, individually or in
the aggregate, could not reasonably be expected to result in a Material Adverse
effect.
4.2

Authorization; Enforceability

The Transactions are within the corporate, limited liability company,
partnership or other analogous powers of the Borrower and each of its
Subsidiaries party thereto and have been duly authorized by its Managing Person
and, if required, by any other Person including holders of its Capital Stock.
Each Loan Document has been duly authorized, validly executed and delivered by
each Loan Party intended to be a party thereto and constitutes a legal, valid
and binding obligation of each such Loan Party, enforceable in accordance with
its terms, subject to
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regardless of whether considered in a proceeding in equity or at law.
4.3

Approvals; No Conflicts

The Transactions (a) do not require any consent or approval of,
registration or filing with, notice to or any other action by, any Governmental
Authority or any other Person, except (i) those listed in Schedule 4.3, (ii)
such as have been obtained or made and are in full force and effect and (iii)
solely in connection with the initial Loans made on the Effective Date, the
filing of Uniform Commercial Code financing statements as contemplated by the
Security Documents, (b) will not violate any applicable Law, or the
Organizational Documents of the Borrower or any of its Subsidiaries or any order
of any Governmental Authority, (c) will not violate or result in a default under
any indenture, agreement or other instrument binding upon the Borrower or any of
its Subsidiaries or their assets, except to the extent such violation or default
could not be reasonably expected to result in a Material Adverse effect or in
liability to any Credit Party, or give rise to a right thereunder to require any
payment to be made by the Borrower or any of its Subsidiaries and (d) will not
result in the creation or imposition of any Lien on any asset of the Borrower or
any of its Subsidiaries other than Permitted Liens.
4.4

Financial Condition; Indebtedness; No Material Adverse Change

(a) The Borrower has heretofore furnished to each Credit Party its
balance sheet and the related statements of operations, shareholders' equity and
cash flows as of and for the fiscal year ended June 30, 2002, as audited and
certified by the Accountants. Such financial statements present fairly, in all
material respects, the financial position and results of operations and cash
flows of the Borrower as of such date and for such periods in accordance with
GAAP.
(b) The Borrower has heretofore furnished to each Credit Party its
unaudited balance sheet and the related statements of operations, shareholders'
equity and cash flows as of and for the nine-month period ended March 31, 2003.
Such financial statements present fairly, in all material respects, the
financial position and results of operations and cash flows of the Borrower as
of such date and for such periods in accordance with GAAP, subject to normal
year-end audit adjustments and the absence of footnotes. Except as fully
reflected in such financial statements or as otherwise set forth on Schedule
4.4, there are no material liabilities or obligations with respect to the
Borrower and its Subsidiaries of any nature whatsoever (whether absolute,
contingent or otherwise and whether or not due).
(c) Schedule 4.4 attached hereto correctly describes, as of the
Effective Date after giving effect to the Loans to be advanced on the Effective
Date and the use of such Loans for the purposes described in Sections
8.13(a)(i), (ii) and (iii) hereof, (i) all outstanding Indebtedness of the
Borrower and its Subsidiaries in respect of borrowed money, Capital Lease
Obligations and the deferred purchase price of property; (ii) all Liens (other
than Customary Liens) in respect of any property or assets of the Borrower or
its Subsidiaries; and (iii) all existing Guarantees by the Borrower and its
Subsidiaries.
(d) The Pro Forma Balance Sheet (i) is not based upon and does not
include information known to the Borrower to be misleading or which fails to
take into account material
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(ii) was prepared in good faith based upon assumptions the Borrower believes to
be reasonable and on the information available to the Borrower as of the
Effective Date, it being recognized by the Lenders that projections as to future
events are not to be viewed as facts and that actual results during the period
or periods covered by any such projections may differ from the projected
results.
(e) The Projections were prepared based upon the best information and
knowledge of the Borrower (which information the Borrower believes is accurate
and sufficient to prepare the Projections). To the extent the Projections are
based on assumptions, such assumptions are reasonable. Without limiting the
foregoing, the Projections demonstrate the ability of the Borrower to continue
its business as currently operated and proposed to be operated, and to meet all
of its obligations and liabilities on a current basis, taking into account (i)
all assumptions made, (ii) all known prospective business contingencies and off
balance sheet items and (iii) the effect of this Agreement (except for Section
2.5(b)(i) hereof) and the other Loan Documents.
(f) Since June 30, 2002, the Borrower has conducted its business only
in the ordinary course and there has been no Material Adverse change.

4.5

Properties

(a) The Borrower and each of its Subsidiaries has good and marketable
title to, or valid leasehold interests in, all of its property, real and
personal, material to or used in its business, subject to no Liens, except
Permitted Liens. The real property owned by the Borrower and/or its Subsidiaries
and the real property leased by the Borrower and/or its Subsidiaries, and the
leases with respect thereto, are listed on Schedule 4.5(a) hereto. True, correct
and complete copies of each of the leases listed on Schedule 4.5(a), together
with all amendments and supplements thereto, have been furnished to the
Administrative Agent. The Borrower and its Subsidiaries are in undisturbed
possession of all property demised under such leases to which they are parties
as lessees, and all of such leases are valid, subsisting and in full force and
effect.
(b) The Borrower and each of its Subsidiaries owns or is licensed to
use all Intellectual Property material to or used in its business all of which
are listed on Schedule 4.5(b) hereto, and the use thereof by the Borrower or any
of its Subsidiaries does not conflict with or infringe upon the valid rights of
others, except for any such conflicts or infringements that individually or in
the aggregate, could not reasonably be expected to result in a Material Adverse
effect.
4.6

Litigation

There are no actions, suits or proceedings at law or in equity or by
or before any Governmental Authority (whether purportedly on behalf of or
against the Borrower or any of its Subsidiaries) pending or, to the knowledge of
the Borrower, threatened against the Borrower or any of its Subsidiaries, or
maintained by the Borrower or any of its Subsidiaries or affecting the property
of the Borrower or any of its Subsidiaries which could be reasonably expected,
individually or in the aggregate, to result in a Material Adverse effect.
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Environmental Matters

Neither the Borrower nor any of its Subsidiaries has (a) received
written notice or otherwise learned of any claim, demand, action, event,
condition, report or investigation indicating or concerning any potential or
actual liability which individually or in the aggregate could reasonably be
expected to result in a Material Adverse effect, arising in connection with any
non-compliance with or violation of the requirements of any applicable laws,
rules, regulations, codes, ordinances, orders, decrees, judgments, injunctions,
notices or binding agreements issued, promulgated or entered into by any
Governmental Authority, relating in any way to the environment, preservation or
reclamation of natural resources, the management, release or threatened release
of any Hazardous Substance (as defined below) or to health and safety matters
(collectively, "Environmental Laws"), (b) any actual liability, or to the best
knowledge of the Borrower, any threatened liability in connection with the
release or threatened release of any Hazardous Substance into the environment
which individually or in the aggregate could reasonably be expected to result in
a Material Adverse effect, (c) received notice of any federal or state
investigation evaluating whether any remedial action is needed to respond to a
release or threatened release of any Hazardous Substance into the environment
for which either the Borrower or any of its Subsidiaries is or would be liable,
which liability could reasonably be expected to result in a Material Adverse
effect, or (d) has received notice that the Borrower or any of its Subsidiaries
is or may be liable to any Person under any Environmental Law, which liability
could reasonably be expected to result in a Material Adverse effect. The
Borrower and each of its Subsidiaries is in compliance with the financial
responsibility requirements of Environmental Laws to the extent applicable,
except in those cases in which the failure so to comply would not reasonably be
expected to result in a Material Adverse effect. For purposes hereof, "Hazardous
Substance" shall mean any hazardous or toxic substance, material, waste or other
pollutants, including petroleum or petroleum distillates, asbestos or asbestos
containing materials, polychlorinated biphenyls, radon gas, infectious or
medical wastes, radioactive materials or any other substance or waste regulated
pursuant to any Environmental Law.
4.8

Compliance with Laws and Agreements; No Default; Licenses, etc.

(a) Schedule 4.8 attached hereto accurately and completely lists each
material agreement and instrument including but not limited to leases,
Employment Agreements or other agreements with management of the Borrower or any
Subsidiary, stockholder agreements and all other material agreements which, as
of the Effective Date, will be in effect in connection with the conduct of the
business of the Borrower or any of its Subsidiaries. Each of the Borrower and
its Subsidiaries (as applicable) and, to the best of the Borrower's knowledge,
all third parties to such material agreements, are in substantial compliance
with the terms thereof, and no default or event of default by the Borrower or
any Subsidiary or, to the Borrower's knowledge, any other party thereto, exists
thereunder, except for any non-compliance or default which individually or in

the aggregate could not reasonably be expected to have a Material Adverse
effect. The Borrower has provided to the Administrative Agent true and correct
copies of each Employment Agreement relating to any Managing Person, officer or
employee of the Borrower and each Subsidiary as well as each other agreement
which the Administrative Agent has requested to be provided to it.
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all laws, regulations and orders of any Governmental Authority applicable to it
or its property and all indentures, agreements and other instruments binding
upon it or its property, except where the failure to do so, individually or in
the aggregate, could not reasonably be expected to result in a Material Adverse
effect. No Default has occurred and is continuing.
(c) Schedule 4.8 hereto accurately and completely lists all material
authorizations, licenses, permits, approvals (including but not limited to the
so-called underwriters' laboratory approval (the "UL Approval") and franchises
of any public or governmental regulatory body granted or assigned to the
Borrower or any Subsidiary and the same constitute the only authorizations,
licenses, permits and franchises of any public or governmental regulatory body
which are necessary for the conduct of the business of the Borrower and its
Subsidiaries as now conducted and proposed to be conducted except where the
failure to have same could not have a Material Adverse effect (such
authorizations, licenses, permits and franchises, together with any extensions
or renewals thereof, being herein sometimes referred to collectively as the
"Licenses"). All of such Licenses are validly issued and in full force and
effect and the Borrower and its Subsidiaries have fulfilled and performed all of
their obligations with respect thereto and have full power and authority to
operate thereunder, except where the failure to obtain, maintain in effect or so
comply could not have a Material Adverse effect.
4.9

Investment Companies and Other Regulated Entities

Neither the Borrower, nor any of its Subsidiaries or any Person
controlled by, controlling, or under common control with, the Borrower or any of
its Subsidiaries, is (a) an "investment company" as defined in, or subject to
regulation under, the Investment Company Act of 1940, as amended, (b) a "holding
company" as defined in, or subject to regulation under, the Public Utility
Holding Company Act of 1935 or the Federal Power Act, as amended, or (c) subject
to any statute or regulation which prohibits or restricts the incurrence of
Indebtedness for borrowed money, including statutes or regulations relative to
common or contract carriers or to the sale of electricity, gas, steam, water,
telephone, telegraph or other public utility services.
4.10 Federal Reserve Regulations
Neither the Borrower nor any of its Subsidiaries is engaged
principally, or as one of their important activities, in the business of
extending credit for the purpose of purchasing or carrying any Margin Stock.
4.11 ERISA
Each Pension Plan is in compliance with ERISA and the Code, where
applicable, in all material respects and no ERISA Event has occurred or is
reasonably expected to occur that, when taken together with all other such ERISA
Events for which liability is reasonably expected to occur, could reasonably be
expected to result in a Material Adverse effect. The present value of all
accumulated benefit obligations under each Pension Plan (based on the
assumptions used for purposes of Statement of Financial Accounting Standards No.
87) did not, as of the date of the most recent financial statements reflecting
such amounts, exceed by more than One Hundred
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Plan, and the present value of all accumulated benefit obligations of all
underfunded Pension Plans (based on the assumptions used for purposes of
Statement of Financial Accounting Standards No. 87) did not, as of the date of
the most recent financial statements reflecting such amounts, exceed by more
than One Hundred Thousand Dollars ($100,000) the fair market value of the assets
of all such underfunded Pension Plans.
4.12 Taxes
The Borrower and each of its Subsidiaries has timely filed or caused
to be filed all tax returns and reports required to have been filed and has
paid, or caused to be paid, all Taxes required to have been paid by it except
(i) Taxes being contested in good faith by appropriate proceedings and for which
the applicable Borrower or applicable Subsidiary has set aside on its books
adequate reserves, or (ii) to the extent that the failure to do so could not
reasonably be expected to result in a Material Adverse effect. The charges,
accruals and reserves on the books of the Borrower and its Subsidiaries in

respect of their respective taxes are adequate in the opinion of the Borrower,
and, except as set forth on Schedule 4.12, the Borrower knows of no unpaid
assessment for additional taxes or of any basis therefor.
4.13 Ownership of the Borrower and its Subsidiaries
(a) As of the Effective Date, (i) the Borrower has only the
Subsidiaries set forth on, and the authorized, issued and outstanding Capital
Stock of the Borrower and the Subsidiaries is as set forth on, Schedule 4.13
which also sets out the jurisdiction of organization of each Subsidiary, and the
number of shares or interests owned of record or beneficially by any Person and
(ii) the Capital Stock of the Borrower and of each Subsidiary of the Borrower is
duly authorized, validly issued, fully paid and nonassessable and is owned
beneficially and of record by the Persons set forth on such Schedule 4.13, free
and clear of all Liens (other than Permitted Liens).
(b) Except as set forth on Schedule 4.13, neither the Borrower nor any
of its Subsidiaries has issued any securities convertible into, or options or
warrants for, any common or preferred equity securities thereof and there are no
agreements, voting trusts or understandings binding upon the Borrower or any of
its Subsidiaries with respect to the voting securities of the Borrower or any of
its Subsidiaries or affecting in any manner the sale, pledge, assignment or
other disposition thereof, including any right of first refusal, option,
redemption, call or other right with respect thereto, whether similar or
dissimilar to any of the foregoing.
4.14 Absence of Certain Restrictions
No indenture, certificate of designation for preferred stock,
agreement or instrument to which the Borrower or any of its Subsidiaries is a
party (other than this Agreement), prohibits or limits in any way, directly or
indirectly the ability of any Subsidiary of the Borrower to make Restricted
Payments or loans to, to make any advance on behalf of, or to repay any
Indebtedness to, either the Borrower or to another Subsidiary.
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There are no material controversies pending between the Borrower or
any of its Subsidiaries and their respective employees which might result in a
Material Adverse effect.
4.16 Insurance
Schedule 4.16 sets forth a description of all insurance maintained by
or on behalf of the Borrower and its Subsidiaries as of the Effective Date. All
such insurance policies, together with any insurance policies obtained by the
Borrower or any of its Subsidiaries after the Effective Date, are in full force
and effect and provide coverage of such risks and in such amounts as is
customarily maintained for businesses of the scope and size of the Borrower and
its Subsidiaries. All premiums in respect of such insurance policies that are
due and payable have been paid.
4.17 Financial Condition
Immediately after giving effect to the Loans to be made on the
Effective Date, the execution of all of the Loan Documents and the issuance of
the Permitted Subordinated Debt, the Borrower and its Subsidiaries are and will
continue at all times after the Effective Date to be Solvent.
4.18 No Misrepresentation
The final offering memorandum dated August 18, 2003 relating to the
offering of the Permitted Subordinated Debt referred to in clause (a) of the
definition thereof does not contain any misstatement of material fact and does
not omit to state any material fact required to be stated in order to make the
statements contained therein not misleading in light of the circumstances under
which made. No document, instrument, certificate or report from time to time
furnished by any of the Loan Parties in connection with the Transactions
contains or will contain a misstatement of material fact, or omits or will omit
to state a material fact required to be stated in order to make the statements
therein contained not misleading in the light of the circumstances under which
made, provided that any projections or pro-forma financial information contained
therein are based upon good faith estimates and assumptions believed by the
Borrower to be reasonable at the time made, it being recognized by the Credit
Parties that such projections as to future events are not to be viewed as facts,
and that actual results during the period or periods covered thereby may differ
from the projected results.
4.19 Security Documents
(a) The Security Documents are effective to create in favor of the
Administrative Agent, for the ratable benefit of the Lenders, a legal, valid and

enforceable security interest in the Collateral and, when (i) the pledged
property constituting the Collateral is delivered to the Administrative Agent,
(ii) financing statements in appropriate form are filed in the offices specified
in the Perfection Certificate and (iii) all other applicable filings under the
Uniform Commercial Code or otherwise that are required or permitted under the
Loan Documents are made, the Security Documents shall constitute a fully
perfected Lien on, and security interest in, all right, title and interest of
the grantors thereunder in such Collateral other
-64than Collateral for which perfection of a security interest is not governed by
the Uniform Commercial Code), in each case prior and superior in right to any
other Person, other than with respect to Liens expressly permitted by Section
8.2.
(b) Except to the extent that the filing of financing statements in
the appropriate form in the offices specified in the Perfection Certificate may
be necessary for perfection, when the Security Documents (or an assignment or
other transfer of title to the Administrative Agent) are filed and recorded in
the United States Patent and Trademark Office and the United States Copyright
Office, the Security Documents shall constitute a fully perfected Lien on, and
security interest in, all right, title and interest of the Borrower and the
Guarantors in the Intellectual Property in which a security interest may be
perfected by filing, recording or registering a security agreement, financing
statement or analogous document in the United States Patent and Trademark Office
or the United States Copyright Office, as applicable, in each case to the extent
permitted by applicable law prior and superior in right to any other Person,
other than with respect to Liens expressly permitted by Section 8.2.
4.20 Depository and Other Accounts
Schedule 4.20 attached hereto lists all banks and other financial
institutions and depositories at which the Borrower or any of its Subsidiaries
maintains (or has caused to be maintained) or will maintain deposit accounts,
operating accounts, trust accounts, tax or trust receivable accounts or other
accounts of any kind or nature into which funds of the Borrower or any of its
Subsidiaries (including funds in which the Borrower or any of its Subsidiaries
maintains a contingent or residual interest) are from time to time deposited,
and such Schedule 4.20 correctly identifies the name and address of each
depository, the name in which each account is held, the purpose of the account
and the complete account number. The Borrower will from time to time notify the
Lenders and supplement such Schedule 4.20 as new accounts are established. The
Borrower hereby authorizes the Administrative Agent to attach such supplements
to Schedule 4.20 from time to time delivered by the Borrower to Schedule 4.20
attached hereto.
4.21 Documentation, Terms and Provisions Governing Security Alarm Contract
Acquisitions
The Borrower acquires Security Alarm Contracts from Approved Security
Alarm Dealers solely through (i) acquisition agreements which meet the
requirements set forth in the definition of Approved Alarm Purchase Agreements
contained in this Agreement or (ii) acquisition agreements whereby the Borrower
purchases one hundred percent (100%) of the ownership interest of an Approved
Alarm Dealer pursuant to Section 8.4(g), provided that at least ninety percent
(90%) of the monitoring contracts of any such Approved Alarm Dealer shall
constitute Security Alarm Contracts as defined herein. Such acquisitions are not
conducted for any financing purpose, whether stated or unstated. As of the
Effective Date, all filings (including but not limited to filings of financing
statements identifying the seller of such Security Alarm Contracts and
identifying the Borrower as the buyer) as may be required at such time by any
applicable laws in connection with the Borrower's purchase of Security Alarm
Contracts have been duly made in all filing offices required by the Uniform
Commercial Code in all necessary jurisdictions in accordance with applicable
provisions of the Uniform Commercial Code as in
-65effect in such jurisdictions. The Borrower conducts lien searches in all
appropriate jurisdictions in order to confirm that it acquires all such Security
Alarm Contracts free and clear of any Lien. Without limiting any other provision
of this Agreement, the Borrower is the owner of all such Security Alarm
Contracts free and clear of any Lien, other than the Lien of the Security
Documents.
4.22 Chief Executive Offices Principal Place of Business
The chief executive office and principal place of business of the
Borrower is located at the address set forth in Section 11.2(a)(i) hereof. The
Borrower shall not make any change in the locations of its chief executive
office or any of the Collateral without giving the Administrative Agent at least
thirty (30) days prior written notice thereof.

4.23 Trade and Other Names
The exact legal name of the Borrower is Monitronics International,
Inc. Except as set forth on Schedule 4.23 attached hereto, during the last five
(5) years ending on the date hereof, the Borrower has not conducted any business
under any other name (including any trade or assumed name).
ARTICLE 5
CONDITIONS PRECEDENT TO FIRST LOANS
In addition to the conditions precedent set forth in Article 6, the
obligation of the Lenders to make the initial Loans on the Effective Date shall
not become effective until each of the following conditions precedent has been
satisfied or shall be contemporaneously satisfied (or waived in accordance with
Section 11.1):
5.1

Evidence of Action

The Administrative Agent shall have received a certificate, dated the
Effective Date, of the Secretary or Assistant Secretary or other analogous
counterpart of each Loan Party:
(a) attaching a true and complete copy of the resolutions of its
Managing Person and of all other documents evidencing all necessary corporate,
limited liability company, partnership or other action (in form and substance
satisfactory to the Administrative Agent) taken to authorize the Loan Documents
to which it is or is to be a party and the transactions contemplated thereby;
(b) attaching a true and complete copy of its Organizational
Documents;
(c) setting forth the incumbency of its officer or officers (or other
analogous counterpart) who are authorized to and who sign the Loan Documents,
including therein a signature specimen of such officer or officers (or other
analogous counterpart); and
(d) attaching a certificate of good standing of the Secretary of State
of the jurisdiction of its formation and of each other jurisdiction in which it
is qualified to do business,
-66except, in the case of such other jurisdiction, when the failure to be in good
standing in such jurisdiction would not result in a Material Adverse effect.
5.2 This Agreement
The Administrative Agent (or Special Counsel) shall have received, in
respect of each Person listed on the signature pages of this Agreement, either
(i) a counterpart signature page hereof signed on behalf of such Person, or (ii)
written evidence satisfactory to the Administrative Agent (which may include a
facsimile transmission of a signed signature page of this Agreement) that a
counterpart signature page hereof has been signed on behalf of such Person.
5.3 Notes
The Administrative Agent shall have received Notes for each Lender,
dated the Effective Date, duly executed by a duly authorized officer of the
Borrower.
5.4 Opinions of Counsel
The Administrative Agent shall have received the favorable opinion of
Vinson & Elkins L.L.P., counsel to the Borrower, addressed to the Credit
Parties, dated the Effective Date, substantially in the form of Exhibit E. In
addition, the Credit Parties shall be addressees on (or otherwise entitled to
rely on) any opinion of Vinson & Elkins L.L.P., or any other counsel to the
Borrower, delivered in connection with the issuance of the Permitted
Subordinated Debt on the Effective Date.
5.5 Security Documents, Search Reports, etc.
The Borrower shall have delivered the following, all in form and
substance satisfactory to the Administrative Agent and Special Counsel:
(a) a completed Perfection Certificate, dated as of August 6, 2003 and
signed by a Financial Officer of the Borrower, together with all attachments
contemplated thereby;
(b) the Security Agreement, executed by each of the parties thereto;
(c) the Guarantee Agreement executed by the Borrower;

(d) the Affiliate Subordination Agreement, executed by each of the
parties thereto;
(e) the Intercreditor Agreement, executed by each of the parties
thereto;
(f) the NML Amendment, executed by each of the parties thereto;
(g) one or more Pledge Agreements, executed by the Borrower and each
of the Pledgors, together with original certificates representing the Capital
Stock pledged thereunder and undated transfer powers executed in blank as
required thereby;
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depository institution listed on Schedule 4.20;
(i) the Lockbox Agreements;
(j) the Waiver and Consent Agreement, executed by each of the parties
thereto; and
(k) such other documents as the Administrative Agent may require in
connection with the creation and perfection of the security interests intended
to be granted under the Security Documents.
5.6 Financial Officer's Certificate
The Administrative Agent shall have received a certificate signed by a
Financial Officer of the Borrower, in all respects reasonably satisfactory to
the Administrative Agent, dated the Effective Date certifying:
(a) that the representations and warranties contained in the Loan
Documents (including without limitation the representations and warranties
contained in Sections 4.3 and 4.4(f) of this Agreement) are true and correct and
that after giving effect to the Transactions on the Effective Date, no Default
exists or will exist;
(b) that all approvals and consents of the Persons (including
Governmental Authorities) required to be obtained in connection with the
Transactions on the Effective Date have been obtained, all required notices have
been given and all conditions have been satisfied; and
(c) setting forth the Total Leverage Ratio on a Pro Forma Basis
(including the calculation thereof) and the Senior Leverage Ratio on a Pro Forma
Basis (including the calculation thereof), after giving effect to the Loans made
on, and the Permitted Subordinated Debt referred to in clause (a) of the
definition thereof issued on, the Effective Date (and the application of the
proceeds thereof), but based on the NOI of the Borrower for the applicable
period ending on June 30, 2003.
5.7 Liens
The Administrative Agent shall have received confirmation satisfactory
to it that all property owned by the Borrower and its Subsidiaries is free and
clear of all Liens other than Permitted Liens and that the Administrative Agent,
on behalf of the Credit Parties, holds a first priority perfected security
interest in the Collateral, subject to Permitted Liens.
5.8 Litigation
The Administrative Agent and the Lenders shall be satisfied that there
shall be no action, suit, investigation, litigation or proceeding, pending or
threatened in any court or before any Governmental Authority, that could
reasonably be expected to have a Material Adverse
-68effect or purports to adversely affect any aspect of the credit facilities
created under this Agreement.
5.9 Property, Liability and Other Insurance
The Administrative Agent shall have received satisfactory evidence of
the Borrower's compliance with Section 7.6.
5.10 Audited 2002 Financial Statements; Pro Forma Balance Sheet; Etc.
The Administrative Agent shall have received the following, each in
form and substance reasonably satisfactory to it:
(a) copies of the financial statements described in Sections 4.4(a)

and (b);
(b) an unaudited balance sheet of the Borrower prepared on a Pro Forma
Basis after giving effect to the making of the initial Loans hereunder and the
issuance of the Permitted Subordinated Debt described in clause (a) of the
definition thereof on the Effective Date (the "Pro Forma Balance Sheet"); and
(c) a copy of the financial projections of the Borrower covering the
period from the Effective Date through June 30, 2008, including financial
statements, projected Capital Expenditures of the Borrower and demonstrating
quarterly compliance with the covenants in Section 8.16 and 8.17 for the entire
term of the Loans (the "Projections").
5.11 Solvency Certificate
The Administrative Agent and the Lenders shall have received and be
satisfied with a certificate prepared by a Financial Officer of the Borrower,
dated the Effective Date and signed by a Financial Officer of the Borrower,
substantially in the form attached hereto as Exhibit K, certifying that the
Borrower, immediately before and immediately after giving effect to the Loans
made hereunder on the Effective Date, is Solvent.
5.12 Fees
The Agents and Lenders shall have received all fees (including,
without limitation, upfront fees) and other amounts due and payable (a) to the
respective Agents and the Lenders, and their respective Affiliates, under the
separate letter agreements between the Borrower and the Administrative Agent and
the Syndication Agent on or prior to the Effective Date and (b) to the Agents
and the Lenders, and their respective Affiliates, under the Loan Documents on or
prior to the Effective Date, including, to the extent invoiced, reimbursement or
payment of the fees and disbursements of Special Counsel and all other
out-of-pocket expenses required to be reimbursed or paid by the Borrower
hereunder.
-695.13 Termination of Preexisting Bank Credit Facility and Subordinated Debt;
Permitted Subordinated Debt
(a) Concurrently with the funding of the initial Loans hereunder on
the Effective Date, the Preexisting Bank Credit Facility shall be repaid in full
in cash, and in connection therewith all of the obligations of the Borrower
thereunder shall be terminated.
;
(b) Concurrently with the funding of the initial Loans hereunder on
the Effective Date, the Borrower shall repay in cash and fully defease all of
the notes outstanding in respect of the Preexisting Subordinated Debt and pay
the holders thereof all other amounts due in connection with the defeasance of
such notes.
(c) Concurrently with the funding of the initial Loans hereunder on
the Effective Date, the Borrower shall repay in cash and fully defease Twenty
Million Four Hundred Ninety Thousand Nine Hundred Twenty-Seven Dollars
($20,490,927) in aggregate principal amount of the notes outstanding under the
Preexisting NML Subordinated Debt and pay to NML all other amounts due in
connection with the defeasance of such notes.
(d) The Borrower shall have issued the Permitted Subordinated Debt in
form and substance satisfactory to the Administrative Agent, and received gross
proceeds from the issuance thereof of not less than One Hundred Sixty Million
Dollars ($160,000,000) in cash.
5.14 Minimum Liquidity
The Borrower shall have demonstrated to the reasonable satisfaction of
the Agents that, based on the Borrower's Quarterly Annualized NOI for the
quarter ended June 30, 2003, after taking into consideration the making of the
initial Loans hereunder and the incurrence of the Permitted Subordinated Debt on
the Effective Date, the Borrower would be permitted to borrow an additional Ten
Million Dollars ($10,000,000) under the Original Revolving Loan Facility on the
Effective Date and remain in compliance with Sections 8.16(a) and (b) hereof.
5.15 Legal and Capital Structure
The legal and capital structure of each Loan Party shall in all
respects be satisfactory to the Administrative Agent. Without limiting the
foregoing, the Borrower shall have amended its articles of incorporation to
provide that the Borrower may not redeem any Capital Stock prior to the date
that is ninety-one (91) days after the earlier of the last stated maturity of
any Loans hereunder or the date on which all Obligations under the Loan
Documents have been satisfied in full, the Commitments hereunder have been
terminated and all obligations in respect of any Letter of Credit have
terminated.

5.16 Management
The management contracts of key management of the Borrower (including
any agreements not to compete) and the key management's cash and non-cash
compensation (including base and incentive compensation) shall in all respects
by satisfactory to the Administrative Agent.
-705.17 Credit Rating
The Agents shall have received such evidence as they may reasonably
request that Standard & Poor's has assigned a rating of "B+" or better and
Moody's has assigned a rating of "B1" or better to the credit facilities
provided hereby.
5.18 Commitments
Prior to the Effective Date, the Administrative Agent shall have
obtained Original Revolving Loan Commitments from Lenders in an aggregate amount
of at least One Hundred Forty-Five Million Dollars ($145,000,000) and Original
Term Loan Commitments from Lenders in an aggregate amount of at least One
Hundred Seventy-Five Million Dollars ($175,000,000).
5.19 Subordination Terms
The Lenders shall be satisfied in all respects as to the subordination
terms of the Permitted Subordinated Debt.
5.20 Other Documents
The Administrative Agent shall have received such other documents,
including without limitation all consents, approvals and authorizations of third
parties (including Governmental Authorities), each in form and substance
reasonably satisfactory to it, as it shall reasonably request.
ARTICLE 6
CONDITIONS PRECEDENT TO EACH LOAN
The obligation of each Lender to make any Loan under this Agreement
(other than pursuant to Section 2.3(c)) shall be subject to the satisfaction of
the following conditions precedent as of the date thereof:
6.1 Compliance
On each Borrowing Date and after giving effect to each Loan to be made
on such Borrowing Date (a) no Default or Event of Default shall have occurred or
be continuing; and (b) the representations and warranties contained in the Loan
Documents shall be true and correct with the same effect as though such
representations and warranties had been made on such Borrowing Date, except to
the extent such representations and warranties specifically relate to an earlier
date, in which case such representations and warranties shall have been true and
correct on and as of such earlier date. Each Loan and each Borrowing Request
therefor shall constitute a certification by the Borrower as of such Borrowing
Date that each of the foregoing matters is true and correct in all respects.
6.2 Borrowing Request
The Administrative Agent shall have received a Borrowing Request
executed by a duly authorized officer of the Borrower.
-716.3 Material Adverse Effect
Since the Effective Date, there shall not have occurred any event or
change that could be reasonably expected to result in a Material Adverse effect.
6.4 Law
Such Loan shall not be prohibited by any applicable law, rule or
regulation.
ARTICLE 7
AFFIRMATIVE COVENANTS
The Borrower agrees that, so long as any Commitment is in effect or any
Letter of Credit is outstanding, and until the principal of, and interest on,
each Loan, all Fees and all other amounts payable under the Loan Documents shall
have been paid in full in cash:
7.1 Financial Statements and Information

The Borrower shall furnish or cause to be furnished to the Agents and
each Lender:
(a) within ninety (90) days after the end of each fiscal year:
(i) the audited Consolidated and consolidating balance sheet and
related statements of operations, stockholders' equity and cash flows of
the Borrower and its Subsidiaries as of the end of and for such year,
setting forth in each case in comparative form the figures for the previous
fiscal year, all reported on by the Accountants (without (x) a "going
concern" or like qualification, exception or exculpatory paragraph, (y) any
qualification or exception as to the scope of such audit or (z) any
exception or qualification which relates to the treatment or classification
of any item and which, as a condition to the removal of such qualification,
would require an adjustment to such item, the effect of which would be to
cause the Borrower to be in default of any of its obligations under Section
8.16 or 8.17 (each, an "Impermissible Qualification")) with an opinion of
such Accountants to the effect that such Consolidated financial statements
present fairly in all material respects the financial condition and results
of operations of the Borrower and its Subsidiaries on a Consolidated basis
in accordance with GAAP consistently applied and that the audit by such
Accountants in connection with such Consolidated financial statements has
been made in accordance with generally accepted auditing standards;
(ii) Consolidated calculations utilized for computation and
determination of the Borrower's compliance with Section 8.16 and 8.17,
which may be included in the applicable Compliance Certificate, based upon
the audited balance sheets and related statements of operations,
stockholders' equity and cash flows of the Borrower and its Subsidiaries as
of the end of and for such year;
(iii) A statement setting forth a comparison between the results
reported in the audited financial statements delivered pursuant to clause
(i) above and
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year, all in reasonable detail and signed by a Financial Officer of the
Borrower;
(iv) a statement signed by the Accountants who have reported on
the same to the effect that in connection with their examination of such
financial statements they have reviewed this Agreement and have no
knowledge of any event or condition which constitutes a Default or Event of
Default or, if they have such knowledge, specifying the nature and period
of existence thereof, provided, however, that in issuing such statement,
such Accountants shall not be required to go beyond normal auditing
procedures conducted in connection with their opinion referred to above.
(b) within forty-five (45) days after the end of each quarterly
accounting period of each fiscal year (excluding the quarter that ends on the
last day of the Borrower's fiscal year), the:
(i) unaudited Consolidated and consolidating balance sheets and
the related statements of operations, stockholders' equity and cash flows
of the Borrower and its Subsidiaries as of the end of and for such fiscal
quarter and the then elapsed portion of the fiscal year, setting forth in
each case in comparative form the figures for the corresponding period or
periods of (or, in the case of the balance sheet, as of the end of) the
previous fiscal year;
(ii) Consolidated calculations utilized for the computation and
determination of the Borrower's compliance with Sections 8.16 and 8.17,
which may be included in the applicable Compliance Certificate, based upon
the unaudited Consolidated and consolidating balance sheets and related
statements of operations, stockholders' equity and cash flows of the
Borrower and its Subsidiaries as of the end of and for such fiscal quarter
and the then elapsed portion of the fiscal year; and
(iii) A statement setting forth a comparison between the results
reported in the unaudited financial statements delivered pursuant to clause
(i) above and results projected to be achieved in the Borrower's Budget for
such quarterly accounting period, all in reasonable detail and signed by a
Financial Officer of the Borrower;
(c) As soon as available, but in any event within thirty (30) days
after the end of each month (other than any month at the end of a fiscal
quarter), the:
(i) unaudited Consolidated and consolidating balance sheets of
the Borrower and its Subsidiaries as at the end of such month;

(ii) related unaudited statements of income and surplus and cash
flows for such month and for the period from the beginning of the current
fiscal year to the end of such month, setting forth in comparative form
with respect to such consolidated financial statements the corresponding
figures from the Budget for such period and portion of such fiscal year;
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replacements showing the attrition and holdback activity of the Borrower's
accounts as of the end of such month calculated on a trailing twelve (12)
month basis;
(iv) a monthly summary accounts receivable aging report, showing
aggregate account receivables by aging categories; and
(v) such other information as the Agents shall request.
(d) concurrently with any delivery of financial statements under
subsections (a) or (b) above, a certificate (a "Compliance Certificate") of a
Financial Officer of the Borrower, substantially in the form of Exhibit D, (i)
certifying as to whether a Default or Event of Default has occurred and, if so,
specifying the details thereof and any action taken or proposed to be taken with
respect thereto, (ii) setting forth reasonably detailed (1) calculations
demonstrating compliance with Sections 8.16 and 8.17, (2) explanations and
calculations of the Consolidated components of each of the covenants in Section
8.16, (3) identification and calculation of any transactions between and among
the Borrower and any of its Subsidiaries; and (4) calculations of the amounts,
if any, of any Restricted Payments made in the preceding fiscal quarter, (iii)
stating and certifying whether there should be a change in the Applicable Margin
and (iv) stating whether any change in GAAP or in the application thereof has
occurred since the date of the audited financial statements and, if any such
change has occurred, specifying the effect of such change on the financial
statements accompanying such Compliance Certificate;
(e) concurrently with any delivery of financial statements under
subsection (a) above, a certificate executed by a Financial Officer of the
Borrower (i) setting forth the information required pursuant to the Perfection
Certificate or confirming that there has been no change in such information
since the date of such certificate or the date of the most recent certificate
delivered pursuant to this subsection (d), (ii) certifying that all Uniform
Commercial Code financing statements or other appropriate filings, recordings or
registrations, including all refilings, rerecordings and re-registrations,
containing a description of the Collateral have been filed of record in each
governmental, municipal or other appropriate office in each jurisdiction
identified pursuant to clause (i) above to the extent necessary to protect and
perfect the security interest of the Administrative Agent for a period of not
less than 18 months after the date of such certificate (except as noted therein
with respect to any continuation statements to be filed within such period) and
(iii) identifying Equity Interests (as defined in the Security Agreement) of the
Borrower and any Guarantor in existence on the date thereof and not then listed
on each Schedule or previously so identified to the Administrative Agent;
(f) On or before May 31 of each fiscal year, an annual budget prepared
on a monthly basis for the Borrower (and for its Subsidiaries, if any) for the
next succeeding fiscal year, (displaying anticipated balance sheets and
statements of income and surplus and cash flows) (the "Budget"); and promptly
upon preparation thereof, any amendments or revisions thereto or any other
significant budgets which the Borrower prepares;
(g) Promptly upon their becoming available, copies of all 10-Ks and
10-Qs and other periodic or special reports filed by the Borrower or any
Subsidiary, with the SEC, or any such periodic or special reports filed with any
other federal, state or local governmental
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business, operations, affairs or conditions of the Borrower or any Subsidiary or
if copies thereof are requested by any Lender, and copies of any material
notices and other material communications from the SEC or from any other
federal, state or local governmental agency or authority which specifically
relate to the Borrower or any Subsidiary;
(h) Promptly upon receipt thereof, copies of all audit reports and
management letters, if any, submitted to the Borrower or any Subsidiary by the
Accountants in connection with each interim or special audit of the Books of the
Borrower made by such accountants and, at any time after the Borrower or any of
its Subsidiaries shall become subject to the reporting requirements of the
Securities Exchange Act of 1934, upon request by any Lender, copies of all
financial statements, reports, notices and proxy statements, if any, sent by the
Borrower to its shareholders;

(i) Immediately upon receipt or issuance by the Borrower, copies of
all reports, covenant compliance certificates, budgets, projections, requests
for waivers, notices of default, requests for amendments or other material
correspondence issued in connection with or relating to the Permitted
Subordinated Debt, and the Preferred Stock Agreements; and
(j) Promptly following any request therefor, such other information
regarding the Borrower or any of its Subsidiaries, or compliance with the terms
of this Agreement, as any Credit Party may reasonably request.
The Administrative Agent may, at the Borrower's expense, post any and
all information delivered by the Borrower under this Section 7.1 to IntraLinks
or a similar service for viewing by the Credit Parties.
7.2 Notice of Material Events
The Borrower shall furnish to the Administrative Agent and each
Lender, prompt written notice of the following together with a statement of a
Financial Officer or other executive officer of the Borrower setting forth the
details of the event or development requiring such notice and, if applicable,
any action taken or proposed to be taken with respect thereto:
(a) the occurrence of any Default or Event of Default;
(b) the occurrence of any developments that could be reasonably
expected to result in a Default or Event of Default;
(c) the filing or commencement of any action, suit or proceeding by or
before any Governmental Authority against or affecting the Borrower or any of
its Subsidiaries or any of their respective properties that could in the good
faith opinion of the Borrower reasonably be expected to result in a Material
Adverse effect;
(d) any lapse, refusal to renew or extend or other termination of any
material License issued to the Borrower or any of its Subsidiaries by any Person
or Governmental Authority, which lapse, refusal or termination, could reasonably
be expected to result in a Material Adverse effect;
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other ERISA Events that have occurred, could reasonably be expected to result in
a Material Adverse effect;
(f) the occurrence of any Equity Issuance resulting in Net Cash
Proceeds;
(g) the occurrence of any insured damage to any portion of any
Collateral in excess of Fifty Thousand Dollars ($50,000) or the commencement of
any action or proceeding for the taking of any Collateral or any part thereof or
interest therein under power of eminent domain or by condemnation or similar
proceeding;
(h) any Change in Management or the resignation, termination, death or
disability of any member of the Managing Person or any executive officer of the
Borrower or any Subsidiary; or
(i) the occurrence of any other development that has resulted in, or
could reasonably be expected to result in, a Material Adverse effect.
7.3 Existence; Conduct of Business, Etc.
The Borrower shall, and shall cause each of its Subsidiaries to, do or
cause to be done all things necessary to preserve, renew and keep in full force
and effect (a) its legal existence (provided that the foregoing shall not
prohibit any merger or consolidation not prohibited by Section 8.3(a)(i)) and
(b) all rights, licenses, permits, privileges and franchises the absence of
which would reasonably be expected to have a Material Adverse effect. The
Borrower shall, and shall cause each of its Subsidiaries to, do or cause to be
done all things necessary to ensure that the Borrower and each Subsidiary
remains in compliance with all of their respective contractual obligations,
except to the extent the failure to remain in compliance would not be reasonably
expected to have a Material Adverse effect.
7.4 Payment of Obligations
The Borrower shall, and shall cause each of its Subsidiaries to, pay
and discharge when due, its obligations, including obligations with respect to
Taxes, except where (a) the validity or amount thereof is being contested in
good faith by appropriate proceedings diligently conducted, (b) the Borrower or
such Subsidiary have set aside on its books adequate reserves with respect
thereto in accordance with GAAP and (c) the failure to make payment pending such
contest could not reasonably be expected to result in a Material Adverse effect.

7.5 Maintenance of Properties
The Borrower shall, and shall cause each of its Subsidiaries to,
maintain, protect and keep in good repair, working order and condition (ordinary
wear and tear excepted) at all times, all of its property other than property,
the loss of which, individually or in the aggregate, would not reasonably be
expected to have a Material Adverse effect.
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Insurance

(a) Business Interruption Insurance. The Borrower and each of its
Subsidiaries shall maintain with financially sound and reputable insurers
insurance related to interruption of business, either for loss of revenues or
for extra expense, in the manner customary for businesses of similar size
engaged in similar activities.
(b) Property Insurance. The Borrower and each of its Subsidiaries
shall keep its assets which are of an insurable character insured by financially
sound and reputable insurers against theft and fraud and against loss or damage
by fire, explosion and hazards insured against by extended coverage to the
extent, in amounts and with deductibles at least as favorable as those generally
maintained by businesses of similar size engaged in similar activities.
(c) Liability Insurance. The Borrower and each of its Subsidiaries
shall maintain with financially sound and reputable insurers insurance against
liability for hazards, risks and liability to persons and property, including,
in the case of the Borrower, errors and omission insurance of not less than Six
Million Dollars ($6,000,000) per occurrence, to the extent, in amounts and with
deductibles at least as favorable as those generally maintained by businesses of
similar size engaged in similar activities.
(d) Requirements; Proceeds. Each insurance policy maintained pursuant
to this Section 7.6 shall: (i) name the Administrative Agent as an additional
insured and loss payee (for the benefit of all Lenders) pursuant to a so-called
"standard mortgagee clause" and provide that all proceeds shall be payable to
the Administrative Agent who shall, in turn, turn over and apply said proceeds
in accordance with the provisions of this Agreement; and (ii) provide that the
Administrative Agent shall be notified of any proposed cancellation of such
policy at least thirty (30) days in advance of such proposed cancellation. The
Administrative Agent will be named as an additional insured under all policies
of liability insurance. Certificates of insurance with respect to all such
policies shall be delivered to the Administrative Agent. Subject to Section
2.7(b)(ii), in the event of a casualty loss, the Borrower may apply the proceeds
of any insurance to the restoration or replacement of the property or asset
which was the subject of such loss. No loss or claim in excess of Two Hundred
Fifty Thousand Dollars ($250,000) shall be settled without the prior written
consent of the Required Lenders.
7.7

Books and Records; Inspection Rights

The Borrower shall, and shall cause each of its Subsidiaries to, keep
proper books of record and account in which full, true and correct entries are
made of all dealings and transactions in relation to its business and activities
and, at all reasonable times upon reasonable prior notice, permit
representatives of the Credit Parties at their own expense (unless an Event of
Default has occurred and is continuing, in which case the Borrower shall pay the
reasonable out-of-pocket costs and expenses of each Credit Party exercising its
rights hereunder) to (a) visit the offices of the Borrower and each of its
Subsidiaries, (b) examine such books and records and Accountants' reports
relating thereto, (c) make copies or extracts therefrom, (d) discuss the affairs
of the Borrower and each of its Subsidiaries with the respective officers
thereof, (e) to examine and inspect the property of the Borrower and each of its
Subsidiaries and (f) meet and
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Accountants and, following an Event of Default, the alarm dealers with which the
Borrower does business.
7.8

Compliance with Laws; ERISA

(a) The Borrower shall, and shall cause each of its Subsidiaries to,
comply with all Laws, including without limitation rules, regulations and orders
of any Governmental Authority applicable to it or its property.
(b) The Borrower will make, and will cause all ERISA Affiliates of the
Borrower to make, all payments or contributions to employee benefit plans
required under the terms thereof and in accordance with applicable minimum
funding requirements of ERISA and the Code and applicable collective bargaining
agreements. The Borrower will cause all employee benefit plans sponsored by any

ERISA Affiliate of the Borrower to be maintained in material compliance with
ERISA and the Code. The Borrower will not engage, and will not permit or suffer
any ERISA Affiliate of the Borrower or any Person entitled to indemnification or
reimbursement from the Borrower or any ERISA Affiliate of the Borrower to
engage, in any prohibited transaction for which an exemption is not available.
No ERISA Affiliate of the Borrower will terminate, or permit the PBGC to
terminate, any employee benefit plan or withdraw from any multiemployer plan, in
any manner that could result in material liability of any ERISA Affiliate of the
Borrower.
7.9

Additional Subsidiaries

In the event that on or after the Effective Date, any Person shall
become a Subsidiary, the Borrower shall (a) notify the Administrative Agent in
writing thereof within three (3) Business Days thereof, (b) cause such Person to
execute and deliver to the Administrative Agent a Guarantee Supplement in the
form of Exhibit L attached hereto within five (5) Business Days thereafter, (c)
cause such Person to execute and deliver to the Administrative Agent a Security
Agreement Supplement in the form of Exhibit M attached hereto within five (5)
Business Days thereafter, (d) cause any shares of Capital Stock of such new
Subsidiary owned by or on behalf of any Loan Party to be pledged pursuant to the
Security Agreement within five (5) Business Days thereafter (e) cause each such
new Subsidiary to deliver to the Administrative Agent any shares of Capital
Stock owned by or on behalf of such new Subsidiary in any other Subsidiary
within five (5) Business Days after such Subsidiary is formed or acquired and
(f) deliver to the Administrative Agent a Perfection Certificate with respect to
such Subsidiary, and such certificates, instruments and opinions as the
Administrative Agent may request.
7.10 Additional Collateral; Financing Statements; Cross-Collateralization
(a) If after the Effective Date, the Borrower or any other Loan Party
acquires any property which would constitute Collateral, the Borrower shall, and
shall cause each such Loan Party to, execute any and all documents, and take all
such further actions that may be required under any applicable law, or which the
Administrative Agent may reasonably request, to grant, preserve, protect or
perfect the Liens created or intended to be created by the Security Documents or
the validity or priority of any such Lien, all at the expense of the Loan
Parties.
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make all filings in all necessary jurisdictions in accordance with applicable
provisions of the Uniform Commercial Code as in effect in such jurisdictions
(including but not limited to filings of financing statements, together with all
necessary amendments and continuations thereof, identifying the seller of such
Security Alarm Contracts and identifying the Borrower as the buyer) as may be
required or advisable in connection with the sale of Security Alarm Contracts to
the Borrower under Approved Alarm Purchase Agreements and (ii) conduct lien
searches in all appropriate jurisdictions in order to confirm that it acquires
all such Security Alarm Contracts free and clear of any Lien of record. The
Borrower hereby irrevocably authorizes the Administrative Agent, for the benefit
of the Secured Parties, (y) at any time and from time to time, to file in any
filing office in any Uniform Commercial jurisdiction any financing statements,
together with all necessary amendments and continuations thereof, that is deemed
appropriate and is consistent with the terms of the Loan Documents in connection
with the sale to the Borrower of Security Alarm Contracts pursuant to Approved
Alarm Purchase Agreements and (z) at any time after the occurrence and during
the continuance of an Event of Default, to file in any filing office in any
appropriate Uniform Commercial Code jurisdiction one or more amendments,
continuations, assignments or other documents for the purpose of assigning to
the Administrative Agent, for the benefit of the Credit Parties, the Borrower's
security interests evidenced by any and all financing statements filed by the
Borrower or any other Person in connection with the sale to the Borrower of
Security Alarm Contract under Approved Alarm Purchase Agreements, in each case,
without the signature of the Borrower.
(c) The Loans (and all other obligations of the Borrower and its
Subsidiaries to the Lenders, whether now existing or hereafter arising under the
Loan Documents) are and shall at all times hereafter remain
cross-collateralized, and all security interests, Liens and all Collateral
whenever granted by the Borrower to secure any obligation, shall secure payment
and performance of all of the Obligations.
7.11 Hedging Agreements
At all times prior to the Term Loan Maturity Date, at least
twenty-five percent (25%) of the aggregate amount of the Borrower's indebtedness
for borrowed money shall (a) have a fixed rate of interest and/or (b) be subject
to one or more Hedging Agreements between the Borrower and any Lender or other
financial institution reasonably acceptable to the Administrative Agent, which
Hedging Agreements shall be (i) in form and substance (including economic terms)
reasonably satisfactory to the Administrative Agent and (ii) pledged to the

Administrative Agent for the benefit of the Credit Parties to secure the
Obligations under the Loan Documents.
7.12 Real Estate
The Borrower shall, and shall cause each Subsidiary to, make available
to the Administrative Agent and, if requested, provide the Administrative Agent
with, copies of all leases of real property or similar agreements (and all
amendments thereto) entered into by the Borrower or any Subsidiary after the
Effective Date, whether as lessor or lessee. The Borrower shall, and shall cause
each of its Subsidiaries to, comply with all of its and their obligations under
all leases now existing or hereafter entered into by it or them with respect to
real property
-79including, without limitation, all leases listed on any schedule hereto, if the
failure to so comply could reasonably be expected to have a Material Adverse
effect. The Borrower shall, and shall cause each Subsidiary to, (a) make
available to the Administrative Agent and, if requested, provide the
Administrative Agent with, a copy of each notice of any default that could
reasonably be expected to have a Material Adverse effect received by the
Borrower or any Subsidiary under any such lease, and make available to the
Administrative Agent and, if requested, provide the Administrative Agent with, a
copy of each notice of default sent by the Borrower or any Subsidiary under any
such lease; (b) notify the Administrative Agent, on or before the 15th day of
each month, of any new leased premises or lease the Borrower or any Subsidiary
plans to take possession of during the following thirty (30) day period or has
become liable for during the preceding 30-day period; and (c) obtain and deliver
to the Administrative Agent, upon the Administrative Agent's request, a
non-disturbance agreement and landlord's waiver in form and substance
satisfactory to the Administrative Agent, prior to entering into any new lease.
7.13 Deposit Accounts; Lockbox - Payment Directives
(a) In the event that on or after the Effective Date, the Borrower
intends to establish an additional deposit or other account into which any
Collateral or financial asset of the Borrower or any of its Subsidiaries will be
credited, (i) the Borrower shall notify the Administrative Agent in writing at
least ten (10) Business Days prior to the establishment of such account and (ii)
the Borrower or the applicable Subsidiary intending to establish such account
shall, and shall cause the applicable depository institution to, execute and
deliver to the Administrative Agent an Account Control Agreement prior to the
establishment of such account.
(b) All invoices, bills and other notices issued by the Borrower or
any Subsidiary to account debtors relating to the payment of money owed the
Borrower or any Subsidiary shall contain a payment directive instructing the
account debtor to remit payments to the lockbox at the address from time to time
specified in the Lockbox Agreements.
7.14 Reserved
7.15 Environmental Compliance; Indemnification
(a) The Borrower and each Subsidiary shall take all appropriate
response actions, including any removal and remedial action, in the event of a
release, emission, discharge or disposal of any Hazardous Substance on, upon,
under, into or about any property at any time, owned, leased or operated by the
Borrower so as to (i) remain in compliance with all Environmental Laws and (ii)
keep all property at any time owned, leased or operated by the Borrower and each
Subsidiary free from and uncontaminated by Hazardous Substance and in compliance
with applicable Environmental Laws, the failure to comply with which could have
a Material Adverse effect.
(b) The Borrower and each Subsidiary, jointly and severally, shall at
all times, both before and after repayment of the Loans, at their sole cost and
expense indemnify, exonerate and save harmless each of the Agents and the
Lenders and all those claiming by, through or under any Agent or Lender against
and from all damages, losses, liabilities,
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proceedings, costs, disbursements or expenses of any kind whatsoever, including,
without limitation, reasonable attorneys' fees and experts' fees and
disbursements, which may at any time (including, without limitation, before or
after discharge or foreclosure of the mortgages or leasehold mortgages or deeds
of trust or any other instrument now or hereafter constituting a Security
Document) be imposed upon, incurred by or asserted or awarded against any such
party arising from or out of: (i) any Hazardous Substance liability or other
liability for damage to person or property arising out of any Hazardous
Substance released on, upon, under, into or about any property at any time

owned, leased or operated by the Borrower or any of its Subsidiaries (including
without limitation with respect to any condition or circumstance which existed
on any such property prior to or as of the time the Borrower or any of its
Subsidiaries first acquired, leased or occupied the same) or any violation of
any Environmental Laws by the Borrower or any of its Affiliates (in the case of
any Affiliate of the Borrower, to the extent any such liability is in any way
related to the Borrower), or any contractor, subcontractor, tenant, occupant or
invitee thereof; or (ii) any act, omission, negligence or conduct of the
Borrower or any Affiliate of the Borrower or any contractor, subcontractor,
tenant, occupant or invitee thereof.
7.16 Leasehold Mortgage and Title Insurance Policy, Etc.
Within sixty (60) days after the Effective Date, the Borrower shall
deliver to the Administrative Agent (a) a fully executed copy of the Leasehold
Mortgage together with the Title Insurance Policy and (b) a landlord's waiver
agreement in form and substance satisfactory to the Administrative Agent with
respect to the Borrower's leased premises at 2300 Valley View Lane, Dallas,
Texas; provided, however, that if the Borrower does not deliver the items
specified in clauses (a) and (b) above within such sixty-day period but the
Borrower has demonstrated to the reasonable satisfaction of the Agents that the
Borrower has made good faith efforts and has made progress to obtain the same,
the Agents, in their discretion, may permit the Borrower one additional sixty
(60) day period to deliver such items.
7.17 Approval of Approved Alarm Purchase Agreements
From time to time the Borrower shall permit the Administrative Agent
to review samples, selected by the Administrative Agent in its discretion, of
the Borrower's purchase agreements relating to purchases of Security Alarm
Contracts that the Borrower has deemed to constitute Approved Alarm Purchase
Agreements. If upon such review the Administrative Agent determines that any or
all of such agreements do not constitute Approved Alarm Purchase Agreements (the
"Disputed Agreements"), the Administrative Agent shall notify the Borrower of
such determination. Within ten (10) Business Days following such notification,
the Borrower shall inform the Administrative Agent whether it agrees or
disagrees with the Administrative Agent's determination. If the Borrower
disagrees with the Administrative Agent's determination, the Borrower shall
notify the Administrative Agent of such disagreement within such ten (10)
Business Day period, following which notification the Borrower and the
Administrative Agent shall attempt in good faith to resolve the dispute. If the
Borrower and the Administrative Agent are unable to resolve such dispute within
twenty (20) Business Days, the Borrower and the Administrative Agent shall
engage a member of the Alternative Dispute Resolution Committee of the Dallas
Bar Association mutually acceptable to the Borrower and the Administrative Agent
(the "Arbiter") to resolve such dispute. The Arbiter shall render its
determination within ten
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Arbiter shall be final and binding upon the parties. If the Administrative
Agent's determination prevails with respect to the Disputed Agreements, such
agreements shall be deemed not to constitute Approved Alarm Purchase Agreements
for all purposes of this Agreement. The fees, costs and expenses of the Arbiter
shall be borne one-half by the Borrower and one-half by the Administrative
Agent; provided that if the Arbiter determines that one party's position
generally prevailed in such determination, then such party shall pay none of the
fees, costs and expenses of the Arbiter and the other party shall pay all such
fees, costs and expenses.
7.18 Replacement Notes
Upon receipt of an
destruction or mutilation of
replacement note in the same
dated as of the date through

affidavit from any Lender as to the loss, theft,
such Lender's Note(s), the Borrower will issue a
principal amount of the Note(s) being replaced and
which interest has been paid on such Note(s).

7.19 Further Assurances
From time to time hereafter, the Borrower will execute and deliver, or
will cause to be executed and delivered, such additional instruments,
certificates or documents, and will take all such actions, as the Administrative
Agent may reasonably request, for the purposes of implementing or effectuating
the provisions of this Agreement, the Security Documents or the Notes, or of
more fully perfecting or renewing the rights of the Administrative Agent and the
Lenders with respect to the Collateral pursuant hereto or thereto. Upon the
exercise by the Lenders (or the Administrative Agent on their behalf) of any
power, right, privilege or remedy pursuant to this Agreement or the Security
Documents which requires any consent, approval, registration, qualification or
authorization of any governmental authority or instrumentality, the Borrower
will execute and deliver, or will cause the execution and delivery of, all
applications, certifications, instruments and other documents and papers that
the Administrative Agent or the Lenders may be required to obtain for such

governmental consent, approval, registration, qualification or authorization. In
the event the Borrower or any Subsidiary shall at any time hereafter own or
lease any additional real property that the Borrower intends to use as its
central alarm monitoring facility, the Borrower will, if requested by the
Administrative Agent, promptly execute and deliver, and cause to be executed and
delivered by the Borrower's landlord, to the Administrative Agent, such
mortgages, leasehold mortgages and, landlord's consents, in form and substance
satisfactory to the Administrative Agent.
ARTICLE 8
NEGATIVE COVENANTS
The Borrower agrees that, so long as any Commitment is in effect or any
Letter of Credit is outstanding, and until the principal of, and interest on,
each Loan, all Fees and all other amounts payable under the Loan Documents shall
have been paid in full in cash:
8.1

Indebtedness

The Borrower shall not, and shall not permit any of its Subsidiaries
to, directly or indirectly, create, incur, assume or suffer to exist any
liability for Indebtedness, except:
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applicable, any Incremental Facility);
(b) Indebtedness of the Borrower or any of its Subsidiaries existing
on the Effective Date as set forth on Schedule 4.4, in not more than the
respective unpaid principal amounts specified in such Schedule (as such
principal amounts may be reduced from time to time);
(c) Current Liabilities of the Borrower (other than for borrowed
money) arising from trade obligations incurred in the ordinary course of its
business and in accordance with customary trade practices;
(d) Permitted Subordinated Debt and Additional Permitted Subordinated
Debt;
(e) Capital Lease Obligations and other purchase money obligations, in
an aggregate principal amount not to exceed One Million Dollars ($1,000,000) at
any time;
(f) Up to One Million Dollars ($1,000,000) in aggregate principal
amount of total Other Senior Debt (other than Capital Lease Obligations and
other purchase money obligations) at any time;
(g) Unsecured Holdback Debt, provided that the Holdback Debt incurred
by the Borrower in connection with any Approved Alarm Purchase Agreement shall
not exceed twenty percent (20%) of the Purchase Price relating to such Approved
Alarm Purchase Agreement, and provided, further, that the Holdback Debt for any
Approved Alarm Dealer with respect to subsequent acquisitions may be increased
to up to forty percent (40%) if the Borrower deems such increase advisable based
upon historical performance data of such dealer;
(h) Accrued dividends in respect of the Preferred Stock;
(i) Guarantees incurred by Borrower or any Guarantor in respect of
Indebtedness of any Borrower or any Guarantor that is permitted by this Section
8.1;
(j) Renewals, extensions, refinancing and refundings of Indebtedness
permitted by clauses (b) or (f) above; provided, however, that any such renewal,
extension, refinancing or refunding is in an aggregate principal amount not
greater than the principal amount of, and is on terms no less favorable to the
Borrower or any of its Subsidiaries with respect to weighted average maturity
and final maturity than, the Indebtedness being renewed, extended, refinanced or
refunded; and
(k) Indebtedness from intercompany loans from the Borrower to any
Guarantor or from any Guarantor to the Borrower or another Guarantor.
Notwithstanding the foregoing, the Borrower shall not, and shall not permit any
of its Subsidiaries to, directly or indirectly, at any time (y) create, incur or
assume any Indebtedness of the kinds specified in clauses (d), (e), (f), (g),
(j) or (k) of this Section 8.1 if at the time of the creation, incurrence or
assumption thereof a Default or Event of Default exists or would arise as
-83a result of the creation, incurrence or assumption thereof, or (z) without the
prior written consent of the Agents and the Required Lenders, (1) other than

pursuant to clauses (d) and (f) of this Section 8.1, create, incur or assume any
Indebtedness in reliance on Section 4.09(b)(vii) of the Indenture or classify or
reclassify any Indebtedness as indebtedness incurred under such Section of the
Indenture unless such Indebtedness is created, incurred or assumed under this
Agreement or (2) classify or categorize any Indebtedness of the Borrower or any
Subsidiary as "Designated Senior Debt" under the Indenture.
8.2

Negative Pledge

The Borrower shall not, and shall not permit any Subsidiary to,
directly or indirectly, create, incur, assume or suffer to exist any Lien upon
any of its property, whether now owned or hereafter acquired, or assign or sell
any income or revenues (including accounts receivable) or rights in respect of
any thereof, except for the following (collectively, "Permitted Liens"):
(a) Liens created by the Security Documents in favor of the
Administrative Agent, for the benefit of the Credit Parties;
(b) any Customary Lien;
(c) Liens on specific assets or properties of the Borrower existing on
the Effective Date and set forth on Schedule 8.2, provided that (i) such Lien
shall not apply to any other property or asset of the Borrower or any Subsidiary
and (ii) such Lien shall secure only those obligations that it secures on the
Effective Date; and
(d) Liens securing Capital Lease Obligations and Liens on property of
the Borrower or any Subsidiary acquired after the Effective Date and either
existing on such property when acquired, or created contemporaneously with such
acquisition, to secure the payment or financing of the purchase price thereof,
provided that such Liens attach only to the property so purchased or acquired
and, provided, further, that the Indebtedness secured by such Liens is permitted
by Section 8.1(e).
8.3

Fundamental Changes; Capital Stock

(a) The Borrower shall not, and shall not permit any of its
Subsidiaries to, directly or indirectly, consolidate or merge into or with any
other Person, or permit any other Person to merge into or consolidate with it or
any of its Subsidiaries, or sell, transfer, lease or otherwise dispose of (in
one transaction or in a series of transactions) all or substantially all of its
assets, or all or substantially all of any class of the Capital Stock of any of
the Subsidiaries (in each case, whether now owned or hereafter acquired), or
liquidate or dissolve, or issue any class of Capital Stock or permit any
Subsidiaries to do any of the foregoing, except that, so long as immediately
before and after giving effect thereto, no Default shall or would exist:
(i) the Borrower may merge with any Guarantor that is one of its
Subsidiaries and any Guarantor may merge with the Borrower or any other
Guarantor, provided that in connection with any merger involving the
Borrower, the Borrower shall be the survivor thereof; and
-84(ii) the Borrower or any of its Subsidiaries may consummate any
sale, assignment, lease, transfer or other disposition permitted by Section
8.6.
(b) The Borrower will not issue additional shares of its Capital
Stock, provided that the Borrower may, from time to time after the Effective
Date,
(i) issue shares of Capital Stock upon the conversion or exercise
of Preferred Stock, options, warrants or other instruments outstanding on
the Effective Date in accordance with the terms of such Preferred Stock,
options, warrants and other instruments as in effect on the Effective Date,
(ii) grant to management employees of the Borrower options to
purchase shares of the Borrower's Class A Common Stock pursuant to the
Option Plans and issue shares of Class A Common Stock upon the exercise
thereof,
(iii) issue shares of its Capital Stock to any Person who agrees
to pledge such shares to the Lenders, and
(iv) issue shares of its Capital Stock to any Person who will not
agree to pledge such shares to the Lenders as long as the shares pledged to
the Lenders, after issuance of such shares, equal or exceed seventy-five
(75%) of the outstanding voting stock of the Borrower on a fully diluted
basis.
subject, in each case, to the condition that such issuance would not create a
Default or Event of Default under any other provision of this Agreement.

8.4

Investments, Loans, Advances and Guarantees

The Borrower shall not, and shall not permit any of its Subsidiaries
to, at any time, purchase or otherwise acquire (including pursuant to any merger
with any Person that was not a Wholly Owned Subsidiary of the Borrower prior to
such merger), hold or invest in any Capital Stock, evidences of indebtedness or
other securities (including any option, warrant or other right to acquire any of
the foregoing and any derivative product) of, make or permit to exist any loans
to or advances on behalf of, incur any Guarantees in respect of any obligations
of, or make or permit to exist any investment (of cash or any other property) or
any other interest in, any other Person (all of which are sometimes referred to
herein as "Investments"), except the following (each, a "Permitted Investment"):
(a) Investments in Cash Equivalents;
(b) Investments existing on the Effective Date as set forth on
Schedule 8.4;
(c) Investments by the Borrower in the Capital Stock of or debt issued
by any Guarantor and investments by any Subsidiary in the Capital Stock of or
debt issued by the Borrower or any Guarantor, provided that the proceeds of such
investment in the Borrower or a Guarantor shall be received by the Borrower or
such Guarantor;
(d) Acquisitions permitted by Section 8.5;
-85(e) Extensions of credit by the Borrower in the ordinary course of
business in accordance with customary trade practices;
(f) Capital Expenditures, to the extent permitted by Section 8.17;
(g) Investments made in connection with the purchase of one hundred
percent (100%) of the ownership interest of any Approved Alarm Dealer as a means
of acquiring Security Alarm Contracts pursuant to Permitted RMR Acquisitions;
(h) Investments in promissory notes and other similar non-cash
consideration received by any Loan Party in connection with Dispositions under
Section 8.6 in which the Administrative Agent shall have a valid, enforceable
and perfected first priority security interest pursuant to the Loan Documents;
(i) Investments received in connection with the bankruptcy or
reorganization of suppliers, customers or Approved Alarm Dealers or in
settlement of amounts due (including in settlement of delinquent obligations of,
and other disputes with, suppliers, customers and Approved Alarm Dealers) to the
Borrower or any of its Subsidiaries;
(j) Investments constituting Guarantees permitted by Section 8.1; and
(k) Investments not otherwise permitted by this Section 8.4 not to
exceed Five Hundred Thousand Dollars ($500,000) outstanding at any time in the
aggregate.
8.5

Acquisitions

The Borrower shall not, and shall not permit any of its Subsidiaries
to, directly or indirectly, at any time, make any purchase or other acquisition
(including by way of a dividend received or otherwise and whether in a single
transaction or in a series of related transactions) of (i) any assets of any
other Person that, taken together, constitute a business unit, (ii) any Capital
Stock of any other Person if, immediately thereafter, such other Person would be
a Subsidiary of the Borrower, (iii) any assets of any other Person otherwise not
in the ordinary course of business, or (iv) enter into any binding agreement to
perform any transaction described in clauses (i), (ii), or (iii) above which is
not contingent on obtaining the consent of the Required Lenders (each
transaction described in clauses (i), (ii), (iii) and (iv) above being referred
to as an "Acquisition"), or (v) make any deposit in connection with any
potential Acquisition, except the following (each, a "Permitted Acquisition"):
(a) Acquisitions of Investments permitted by Section 8.4; and
(b) Permitted RMR Acquisitions.
Each Permitted Acquisition is subject to the condition that immediately upon the
closing thereof the Administrative Agent, for the benefit of the Credit Parties,
acquires a first priority, perfected security interest in the assets so
acquired.
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Dispositions

The Borrower shall not, and shall not permit any of its Subsidiaries
to, directly or indirectly, sell, transfer, lease or otherwise dispose
(including pursuant to a merger) of any asset, including Capital Stock or assets
of any Subsidiary, nor shall the Borrower permit any of its Subsidiaries to
issue any additional shares of its Capital Stock (each such sale, transfer,
lease, disposition or issuance a "Disposition"), except:
(a) sales, transfers and other dispositions of inventory and obsolete
or unusable property or assets in the ordinary course of business;
(b) sales, transfers and other dispositions of assets in connection
with a Casualty Event or the termination of a lease;
(c) sales of Security Alarm Contracts to third parties, the Net Cash
Proceeds of which do not exceed One Million Dollars ($1,000,000) in any fiscal
year of the Borrower (such sales of Security Alarm Contracts being referred to
herein as "Permitted Dispositions") and
(d) leases or subleases of property in the ordinary course of
business.
8.7

Restricted Payments

The Borrower shall not, and shall not permit any of its Subsidiaries
to, directly or indirectly, declare, pay or make any Restricted Payment except:
(a) Restricted Payments made by any Subsidiary of the Borrower to the
Borrower;
(b) subject to the subordination provisions of the Permitted
Subordinated Debt, scheduled semi-annual interest payments in respect of the
Permitted Subordinated Debt;
(c) subject to the subordination provisions of the Additional
Permitted Subordinated Debt, scheduled payments of interest on the Additional
Permitted Subordinated Debt;
(d) scheduled payments of dividends in respect of the Preferred Stock
in accordance with the applicable agreements or provisions of the Borrower's
Organizational Documents relating thereto in effect on the Effective Date, up to
a maximum of One Hundred Thousand Dollars ($100,000) per fiscal quarter in the
aggregate;
(e) reserved;
(f) redemptions of Capital Stock from James R. Hull in an aggregate
amount not to exceed One Million Five Hundred Thousand Dollars ($1,500,000) in
the fiscal year ended June 30, 2004 and Five Hundred Thousand Dollars ($500,000)
in each fiscal year thereafter; provided that all permitted but unused
redemption amounts under this Section 8.7(f) in any year may be carried forward
and applied in subsequent years on a cumulative basis;
-87(g) reimbursements of reasonable out-of-pocket expenses incurred by
representatives of the holders of the Preferred Stock actually incurred in
connection with the business of the Borrower, in an aggregate amount not to
exceed Fifty Thousand Dollars ($50,000) in any fiscal year of the Borrower; and
(h) the repurchase, repayment, redemption, defeasance or other
acquisition of the Preexisting NML Subordinated Debt that will remain
outstanding after the Effective Date, provided that such repurchase, repayment,
redemption, defeasance or acquisition shall be accomplished solely with proceeds
from Additional Permitted Subordinated Debt.
Notwithstanding the
of its Subsidiaries
the kinds specified
at the time of such
as a result of such
8.8

foregoing, the Borrower shall not, and shall not permit any
to, directly or indirectly, at any time make any payments of
in clauses (c), (d), (e), (f) and (h) of this Section 8.7 if
payment a Default or Event of Default exists or would arise
payment.

Hedging Agreements

The Borrower shall not, and shall not permit any Subsidiary to, enter
into any Hedging Agreement, other than Hedging Agreements required under the
terms of this Agreement or other Hedging Agreements which are pledged to the
Administrative Agent for the benefit of the Secured Parties to secure the
Obligations under the Loan Documents.
8.9

Sale and Lease-Back Transactions

The Borrower shall not, and shall not permit any of its Subsidiaries
to, directly or indirectly, enter into any arrangement with any Person or group
of Persons providing for the renting or leasing by the Borrower or any such

Subsidiary of any property or asset which has been or is to be sold or
transferred by the Borrower or any such Subsidiary to any such Person.
8.10 Line of Business; Collection Policies and Procedures
The Borrower shall not, and shall not permit any of its Subsidiaries
to, directly or indirectly, engage in any business other than the Line of
Business. The Borrower shall not, and shall not permit any of its Subsidiaries
to, directly or indirectly, implement any material change in its collection
policies and procedures without the prior written consent of the Required
Lenders.
8.11 Transactions with Affiliates
The Borrower shall not, and shall not permit any of its Subsidiaries
to, become a party to any transaction with an Affiliate (other than Wholly Owned
Subsidiaries of such entity, or in the case of a Subsidiary, the Borrower),
unless the Borrower's or such Subsidiary's Managing Person shall have determined
that the terms and conditions relating thereto are as favorable to the Borrower
or such Subsidiary as those which would be obtainable at the time in a
comparable arms-length transaction with a Person other than an Affiliate, unless
such transaction is expressly permitted by this Agreement.
-888.12 Amendments, Etc. of Certain Agreements; Observance of Subordination
(a) The Borrower shall not, and shall not permit any of its
Subsidiaries to, enter into or agree to any amendment, modification or waiver of
any term or condition of its Organizational Documents except for such
amendments, modifications or waivers that could not be reasonably expected to
adversely affect any Credit Party or the rights of any Credit Party under the
Loan Documents; provided however that in no event may the Borrower enter into or
agree to any amendment or modification of Sections 1J or 3Q of Article 4 of, or
the definition of the term "Credit Agreement" in, the Borrower's Articles of
Incorporation as in effect on the Effective Date. Without the prior written
consent of the Required Lenders, the Borrower will not (a) amend, restate or
modify, nor will the Borrower consent to any amendment, restatement, or
modification of, Sections 1G or 1H of the Shareholders' Agreement, except for
such amendments, restatements or modifications that could not be reasonably
expected to adversely affect any Credit Party or the rights of any Credit Party
under the Loan Documents, or (b) enter into any agreement with any other party
to grant such party rights similar to those granted under Sections 1G and 1H of
the Shareholders' Agreement.
(b) The Borrower will not make, or cause or permit to be made, any
share exchanges or recapitalizations in respect of the Capital Stock of the
Borrower, nor will the Borrower make any amendments or modifications to any of
the documents or agreements pursuant to which such securities were issued nor
any documents relating thereto, except for amendments or modifications to such
agreements that could not be reasonably expected to adversely affect any Credit
Party or the rights of any Credit Party under the Loan Documents.
(c) The Borrower will not make, or cause or permit to be made, any
payments in respect of any Subordinated Debt in contravention of the
subordination provisions applicable thereto, nor will the Borrower amend, modify
or change (i) any of such subordination provisions without the consent of the
Required Lenders or (ii) any of the other provisions of the Subordinated Debt,
except for such amendments, modifications or changes that could not be
reasonably expected to adversely affect any Credit Party or the rights of any
Credit Party under the Loan Documents.
8.13 Use of Proceeds
(a) The Borrower shall not use the proceeds of Loans other than to (i)
repay in full on the Effective Date all indebtedness and other obligations under
or in respect of the Preexisting Bank Credit Facility and the Preexisting
Subordinated Debt outstanding immediately prior to the Effective Date, (ii)
repay up to Twenty Million Four Hundred Ninety Thousand Nine-Hundred
Twenty-Seven Dollars ($20,490,927) of the Preexisting NML Subordinated Debt
outstanding immediately prior to the Effective Date, (iii) pay the ABRY Fee on
or about the Effective Date, (iv) redeem shares of Capital Stock in accordance
with Section 8.7(f), (v) finance Permitted Acquisitions, (vi) provide for
working capital and general corporate purposes of the Borrower and its
Subsidiaries, (vii) make Capital Expenditures permitted under Section 8.17
hereof, (viii) pay the reasonable fees and expenses of the Borrower and the
Credit Parties related to the Transactions and (ix) to repay the Loans as
provided in this Agreement.
-89(b) In General. No part of the proceeds of any Loan will be used,
whether directly or indirectly, and whether immediately, incidentally or

ultimately, to purchase or carry Margin Stock (within the meaning of Regulation
U) or for any purpose that entails a violation of, or that is inconsistent with,
the provisions of Regulation U or X.
8.14 Restrictive Agreements
The Borrower shall not, and shall not permit any of its Subsidiaries
to, directly or indirectly, enter into, incur or permit to exist any agreement
or other arrangement that prohibits, restricts or imposes any condition upon (a)
the ability of the Borrower or any of its Subsidiaries to create, incur or
permit to exist any Lien upon any of its property or assets, or (b) the ability
of any such Subsidiary to pay dividends or other distributions with respect to
any shares of its Capital Stock or to make or repay loans or advances to the
Borrower or any other Subsidiary of the Borrower or to Guarantee Indebtedness of
the Borrower or any other Subsidiary of the Borrower, provided that the
foregoing shall not apply to (i) restrictions and conditions imposed by
applicable law or by this Agreement or (ii) restrictions and conditions existing
on the Effective Date identified on Schedule 8.14.
8.15 Fiscal Year
The Borrower will not, and will not permit any of its Subsidiaries to,
change its fiscal year and (currently ending on June 30) without thirty (30) day
prior written notice to the Administrative Agent.
8.16 Financial Covenants
(a) Total Leverage Ratio. The Borrower shall not permit the Total
Leverage Ratio as of the last day of any fiscal quarter ending during any of the
periods set forth below to exceed the ratio set forth below with respect to the
applicable period set forth below:
- ------------------------------------------Period
Ratio
- ------------------------------------------From the Effective Date through
June 29, 2005
4.00:1.00
- ------------------------------------------From June 30, 2005 through
June 29, 2006
3.75:1.00
- ------------------------------------------From June 30, 2006 through
June 29, 2007
3.50:1.00
- ------------------------------------------Thereafter
3.25:1.00
- ------------------------------------------(b) Senior Leverage Ratio. The Borrower shall not permit the Senior
Leverage Ratio as of the last day of any fiscal quarter to exceed 2.15:1.00.
(c) Interest Coverage Ratio. The Borrower shall not permit the
Interest Coverage Ratio as of the last day of any fiscal quarter to be less than
2.75:1.00.
-90(d) Fixed Charge Coverage Ratio. The Borrower shall not permit the
Fixed Charge Coverage Ratio as of the last day of any fiscal quarter to be less
than 1.75:1.00.
8.17 Capital Expenditures
The Borrower will not, and will not permit any Subsidiary to, make any
Capital Expenditure during any fiscal year if, after giving effect thereto, the
aggregate amount of all Capital Expenditures made by the Borrower and its
Subsidiaries during such fiscal year would exceed Four Million Five Hundred
Thousand Dollars ($4,500,000), provided that the Borrower may carry forward up
to Four Hundred Thousand Dollars ($400,000) of permitted but unused Capital
Expenditures from the immediately preceding (but no prior) fiscal year, and
provided, further, that in no event shall Capital Expenditures exceed Four
Million Nine Hundred Thousand Dollars ($4,900,000) in any such fiscal year.
8.18 Prepayments of Indebtedness
The Borrower shall not, and shall not permit any Subsidiary, to prepay
or obligate itself to prepay, in whole or in part, any Indebtedness except
Indebtedness under the Loan Documents or under the terms of the Permitted
Subordinated Debt subject to applicable subordination provisions.
8.19 Management Fees
Except as permitted by Section 8.7(g), the Borrower shall not, and
shall not permit any Subsidiary to, pay any Management Fees.

8.20 Permitted RMR Acquisitions
The Borrower will not acquire Security Alarm Contracts or enter into
any Approved Alarm Purchase Agreement requiring the Borrower to acquire Security
Alarm Contracts from any Approved Alarm Dealer or purchase ownership or equity
interests of an Approved Alarm Dealer as a method of acquiring Security Alarm
Contracts, if, after giving effect to such transaction:
(i) the Aggregate Purchase Price of RMR acquired from such
Approved Alarm Dealer (whether before or after the Effective Date) would
exceed two percent (2%) in any month of the aggregate amount of the
Borrower's subscriber accounts as of the end of the month most recently
required to be reported to the Lenders, provided that one-time bulk
purchases under five percent (5%) of the aggregate amount of the Borrower's
subscriber accounts as reflected on the balance sheet of the Borrower for
the month most recently required to be reported to the Administrative Agent
shall be permitted; or
(ii) the Aggregate Purchase Price of Security Alarm Contracts
acquired from such Approved Alarm Dealer during any period of twelve (12)
consecutive months from and after the Effective Date would exceed ten
percent (10%) of the aggregate amount of the Borrower's subscriber accounts
as reflected on the balance sheet
-91of the Borrower for the month most recently required to be reported to the
Administrative Agent.
Acquisitions of Security Alarm Contracts from Approved Alarm Dealers to the
extent permitted under this Section 8.20 are referred to herein as "Permitted
RMR Acquisitions".
8.21 Agreed Upon Accounting Procedures
The Borrower will not, and will not permit any of its Subsidiaries to,
change its accounting procedures without prior notice to the Administrative
Agent, such notice to specify the proposed changes to the accounting procedures
and the reasons therefor and certifies that such change shall not affect the
calculation of the financial covenants contained in Section 8.16 or Section
8.17.
ARTICLE 9
DEFAULTS
9.1

Events of Default
The following shall each constitute an "Event of Default" hereunder:

(a) the failure of the Borrower to make any payment of principal on
any Loan within three (3) Business Days of the date when due and payable; or
(b) the failure
expenses or other amounts
Administrative Agent with
within three (3) Business

of the Borrower to make any payment of interest, Fees,
payable under any Loan Document or otherwise to the
respect to the loan facilities established hereunder
Days of the date when due and payable; or

(c) the failure of the Borrower to observe or perform any covenant or
agreement contained in Section 7.1, 7.2, 7.3, 7.7 (with respect to inspection
rights), 7.9, or 7.13 or Article 8, and with respect to Article 8 (other than
Section 8.16, Section 8.17 and covenants contained therein the violation of
which cannot be remedied or cured) such failure continues for ten (10) days; or
(d) the failure of any Loan Party to observe or perform any other
term, covenant, or agreement contained in this Agreement and such failure shall
have continued unremedied for a period of twenty (20) days after such Loan Party
shall have obtained knowledge thereof, provided that if such default cannot be
remedied or cured, then such default shall be deemed an Event of Default as of
the date of its occurrence; or
(e) the Borrower or any Subsidiary which is a party to any of the
Security Documents shall default in the performance of or compliance with any
term contained in the Security Documents or in the performance of or compliance
with any term contained in any other written agreement with the Lenders or the
Administrative Agent on the Lenders' behalf, and such default shall continue for
more than the period of grace, if any, specified therein and shall not have been
waived pursuant thereto; or
-92(f) any representation or warranty made by any Loan Party (or by an
officer thereof on its behalf) in any Loan Document or in any certificate,
report, opinion (other than an opinion of counsel) or other document delivered

or to be delivered pursuant thereto, shall prove to have been incorrect or
misleading (whether because of misstatement or omission) in any material respect
when made or deemed made; or
(g) the failure of any Loan Party to make any payment (whether of
principal or interest and regardless of amount) in respect of Material
Indebtedness of any Loan Party when due or within any grace period for the
payment thereof (after taking into account offset rights with respect to
Holdback Debt); or
(h) any event or condition occurs that results in any Material
Indebtedness of any Loan Party becoming or being declared to be due and payable
prior to the scheduled maturity thereof, or that enables or permits (with or
without the giving of notice, the lapse of time or both) the holder or holders
of any Material Indebtedness of any Loan Party or any trustee or agent on its or
their behalf to cause any Material Indebtedness of any Loan Party to be due and
payable, or to require the prepayment, repurchase, redemption or defeasance
thereof, in each case prior to the scheduled maturity thereof (in each case
after giving effect to any applicable grace period (after taking into account
offset rights with respect to Holdback Debt)); or
(i) any Loan Party shall (i) suspend or discontinue its business (ii)
make an assignment for the benefit of creditors, (iii) generally not be paying
its debts as such debts become due, (iv) admit in writing its inability to pay
its debts as they become due, (v) file a voluntary petition in bankruptcy, (vi)
become insolvent (however, such insolvency shall be evidenced), (vii) file any
petition or answer seeking for itself any reorganization, arrangement,
composition, readjustment of debt, liquidation or dissolution or similar relief
under any present or future statute, law or regulation of any jurisdiction,
(viii) petition or apply to any tribunal for any receiver, custodian or any
trustee for any substantial part of its property, (ix) be the subject of any
such proceeding referred to in this Section 9.1(i) filed against it which
remains undismissed for a period of forty-five (45) days, (x) file any answer
admitting or not contesting the material allegations of any such petition filed
against it or any order, judgment or decree approving such petition in any such
proceeding, (xi) seek, approve, consent to, or acquiesce in any such proceeding,
or in the appointment of any trustee, receiver, sequestrator, custodian,
liquidator, or fiscal agent for it, or any substantial part of its property, or
an order is entered appointing any such trustee, receiver, custodian, liquidator
or fiscal agent and such order remains in effect for forty-five (45) days, or
(xii) take any formal action for the purpose of effecting any of the foregoing
or looking to the liquidation or dissolution of any Loan Party; or
(j) an (i) order or decree is entered by a court having jurisdiction
(A) adjudging any Loan Party bankrupt or insolvent, (B) approving as properly
filed a petition seeking reorganization, liquidation, arrangement, adjustment or
composition of or in respect of any Loan Party under the Debtor Relief Laws of
any jurisdiction, (C) appointing a receiver, liquidator, assignee, trustee,
custodian, sequestrator (or other similar official) of any Loan Party or of any
substantial part of the property of any thereof, or (D) ordering the winding up
or liquidation of the affairs of any Loan Party, and any such decree or order
continues unstayed and in effect for a period of sixty (60) days or (ii) order
for relief is entered against any Loan Party under the Debtor Relief Laws of any
jurisdiction; or
-93(k) judgments or decrees against the Borrower or any of its
Subsidiaries aggregating in excess of Five Hundred Thousand Dollars ($500,000)
(unless adequately insured by a solvent unaffiliated insurance company which has
unconditionally acknowledged coverage) shall remain unpaid, unstayed on appeal,
undischarged, unbonded or undismissed for a period of thirty (30) days; or
(l) any Lien purported to be created under any Security Document shall
cease to be, or shall be asserted by any Loan Party not to be, a valid and
perfected Lien on, and security interest in, any Collateral, with the priority
required by the applicable Security Document, except as a result of a
Disposition thereof to the extent permitted under the Loan Documents; or
(m) an ERISA Event shall have occurred that, in the opinion of the
Required Lenders, when taken together with all other ERISA Events that have
occurred, could reasonably be expected to result in liability of the Borrower
and the Subsidiaries which would, individually or in the aggregate, have a
Material Adverse effect; or
(n) the occurrence of a Change in Control with respect to the Borrower
or any Subsidiary; or
(o) the occurrence of a Change in Management; or
(p) there shall at any time be less than seventy-five percent (75%) of
the outstanding voting stock of the Borrower (on a fully-diluted basis) subject
to a first priority, perfected pledge in favor of the Administrative Agent, for
the benefit of the Lenders; or

(q) Any default shall occur or any event of default shall exist under
the Permitted Subordinated Debt or the Additional Permitted Subordinated Debt
and not be cured within any applicable grace or cure period; or
(r) Any Loan Document shall cease to be in full force and effect and
shall be canceled, terminated, revoked or rescinded otherwise than pursuant to
its terms by virtue of the expiration of its term or otherwise (or shall
otherwise cease to be in full force and effect) than in accordance with the
express prior written agreement, consent or approval of the Administrative
Agent, or any action at law, suit in equity or other legal proceeding to cancel,
revoke or rescind any Loan Document shall be commenced by or on behalf of the
Borrower or any other Person bound thereby or by any Governmental Authority of
competent jurisdiction; or any court or any other governmental or regulatory
authority or agency of competent jurisdiction shall make a determination that,
or shall issue a judgment, order, decree or ruling to the effect that any one or
more of the Loan Documents or any one or more of the Obligations is illegal,
invalid or unenforceable in accordance with the terms thereof; or
(s) Any material License (including but not limited to the UL
Approval) is lost, terminated, suspended, revoked or amended and such loss,
termination, suspension, revocation or amendment could reasonably be expected to
have a Material Adverse effect.
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Contract Remedies

(a) Upon the occurrence of an Event of Default or at any time
thereafter during the continuance thereof,
(i) in the case of an Event of Default specified in Section
9.1(i) or 9.1(j), without declaration or notice to the Borrower, all of the
Commitments shall immediately and automatically terminate, and the Loans,
all accrued and unpaid interest thereon and all other amounts owing under
the Loan Documents shall immediately become due and payable, and
(ii) in all other cases, upon the direction of the Required
Lenders, the Administrative Agent shall, by notice to the Borrower, declare
all of the Commitments to be terminated forthwith, whereupon such
Commitments shall immediately terminate, and/or declare the Loans, all
accrued and unpaid interest thereon and all other amounts owing under the
Loan Documents to be due and payable forthwith, whereupon the same shall
immediately become due and payable.
In the event that the Loans, all accrued and unpaid interest thereon and all
other amounts owing under the Loan Documents shall have been declared due and
payable pursuant to the provisions of this Section 9.2, the Administrative Agent
(i) upon the direction of the Required Lenders, shall proceed to enforce the
rights of the holders of the Notes by suit in equity, action at law and/or other
appropriate proceedings, whether for payment or the specific performance of any
covenant or agreement contained in the Loan Documents and (ii) may exercise any
and all rights and remedies provided to the Administrative Agent by the Loan
Documents or pursuant to applicable law. Except as otherwise expressly provided
in the Loan Documents, the Borrower expressly waives, presentment, demand, and
protest, and all other notices of any kind in connection with the Loan Documents
are hereby expressly waived. The Borrower hereby further expressly waives and
covenants not to assert any appraisement, valuation, stay, extension, redemption
or similar laws, now or at any time hereafter in force which might delay,
prevent or otherwise impede the performance or enforcement of any Loan Document.
(b) In the event that all of the Commitments shall have been
terminated or the Loans, all accrued and unpaid interest thereon and all other
amounts owing under the Loan Documents shall have been declared due and payable
pursuant to the provisions of this Section 9.2, any funds received by any Credit
Party from or on behalf of the Borrower shall be remitted to, and applied by,
the Administrative Agent in the following manner and order:
(i) first, to the payment of interest on, and then the principal
portion of, any Loans which the Administrative Agent may have advanced on
behalf of any Lender for which the Administrative Agent has not then been
reimbursed by such Lender or any Loan Party;
(ii) second, to reimburse the Agents and the Lenders, in that
order, for any expenses due from the Borrower pursuant to the provisions of
Section 11.4;
(iii) third, to the payment of the Fees, pro rata according to
the Fees due and owing to the Credit Parties;
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amounts (other than the principal of and interest on the Loans) payable by
the Loan Parties to the Credit Parties under the Loan Documents;
(v) fifth, to the payment, pro rata according to the Aggregate
Percentage of each Lender, of interest due on the Loans;
(vi) sixth, to the payment to the Lenders of, and on a pro rata
basis in accordance with, the unpaid principal amount of the Loans;
(vii) seventh, to all other Obligations; and
(viii) eighth, thereafter, any remaining funds shall be paid to
the Borrower or as a court of competent jurisdiction shall direct.
Notwithstanding the foregoing, the Credit Parties may agree among themselves to
an allocation of such funds that does not comply with the immediately preceding
sentence.
ARTICLE 10
ADMINISTRATIVE AGENT
10.1 Appointment and Authorization of Administrative Agent
Each Lender hereby irrevocably appoints, designates and authorizes the
Administrative Agent to take such action on its behalf under the provisions of
this Agreement and each other Loan Document and to exercise such powers and
perform such duties as are expressly delegated to it by the terms of this
Agreement or any other Loan Document, together with such powers as are
reasonably incidental thereto. Notwithstanding any provision to the contrary
contained elsewhere herein or in any other Loan Document, the Administrative
Agent shall not have any duties or responsibilities, except those expressly set
forth herein, nor shall the Administrative Agent have or be deemed to have any
fiduciary relationship with any Lender or participant, and no implied covenants,
functions, responsibilities, duties, obligations or liabilities shall be read
into this Agreement or any other Loan Document or otherwise exist against the
Administrative Agent. Without limiting the generality of the foregoing sentence,
the use of the term "agent" herein and in the other Loan Documents with
reference to the Administrative Agent is not intended to connote any fiduciary
or other implied (or express) obligations arising under agency doctrine of any
applicable Law. Instead, such term is used merely as a matter of market custom,
and is intended to create or reflect only an administrative relationship between
independent contracting parties.
10.2 Delegation of Duties
The Administrative Agent may execute any of its duties under this
Agreement or any other Loan Document by or through agents, employees or
attorneys-in-fact and shall be entitled to advice of counsel and other
consultants or experts concerning all matters pertaining to such duties. The
Administrative Agent shall not be responsible for the negligence or misconduct
of any agent or attorney-in-fact that it selects in the absence of gross
negligence or willful misconduct.
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No Agent-Related Person shall (a) be liable for any action taken or
omitted to be taken by any of them under or in connection with this Agreement or
any other Loan Document or the transactions contemplated hereby (except for its
own gross negligence or willful misconduct in connection with its duties
expressly set forth herein), or (b) be responsible in any manner to any Lender
or participant for any recital, statement, representation or warranty made by
the Borrower or any Subsidiary or any officer thereof, contained herein or in
any other Loan Document, or in any certificate, report, statement or other
document referred to or provided for in, or received by any Agent under or in
connection with, this Agreement or any other Loan Document, or the validity,
effectiveness, genuineness, enforceability or sufficiency of this Agreement or
any other Loan Document, or for any failure of the Borrower or any Subsidiary or
any other party to any Loan Document to perform its obligations hereunder or
thereunder. No Agent-Related Person shall be under any obligation to any Lender
or participant to ascertain or to inquire as to the observance or performance of
any of the agreements contained in, or conditions of, this Agreement or any
other Loan Document, or to inspect the properties, books or records of any Loan
Party or any Affiliate thereof.
10.4 Reliance by Administrative Agent
(a) The Administrative Agent shall be entitled to rely, and shall be
fully protected in relying, upon any writing, communication, signature,
resolution, representation, notice, consent, certificate, affidavit, letter,
telegram, facsimile, telex or telephone message, electronic mail message,
statement or other document or conversation believed by it to be genuine and
correct and to have been signed, sent or made by the proper Person or Persons,

and upon advice and statements of legal counsel (including counsel to the
Borrower or any Subsidiary), independent accountants and other experts selected
by the Administrative Agent. The Administrative Agent shall be fully justified
in failing or refusing to take any action under any Loan Document unless it
shall first receive such advice or concurrence of the Required Lenders as it
deems appropriate and, if it so requests, it shall first be indemnified to its
satisfaction by the Lenders against any and all liability and expense which may
be incurred by it by reason of taking or continuing to take any such action. The
Administrative Agent shall in all cases be fully protected in acting, or in
refraining from acting, under this Agreement or any other Loan Document in
accordance with a request or consent of the Required Lenders (or such greater
number of Lenders as may be expressly required hereby in any instance) and such
request and any action taken or failure to act pursuant thereto shall be binding
upon all the Lenders.
(b) For purposes of determining compliance with the conditions
specified in Article 5, each Lender that has signed this Agreement shall be
deemed to have consented to, approved or accepted or to be satisfied with, each
document or other matter required thereunder to be consented to or approved by
or acceptable or satisfactory to a Lender unless the Administrative Agent shall
have received notice from such Lender prior to the proposed Effective Date
specifying its objection thereto.
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The Administrative Agent shall not be deemed to have knowledge or
notice of the occurrence of any Default, except with respect to defaults in the
payment of principal, interest and fees required to be paid to the
Administrative Agent for the account of the Lenders, unless the Administrative
Agent shall have received written notice from a Lender or the Borrower referring
to this Agreement, describing such Default and stating that such notice is a
"notice of default." The Administrative Agent will notify the Lenders of its
receipt of any such notice. The Administrative Agent shall take such action with
respect to such Default as may be directed by the Required Lenders in accordance
with Article 9; provided, however, that unless and until the Administrative
Agent has received any such direction, the Administrative Agent may (but shall
not be obligated to) take such action, or refrain from taking such action, with
respect to such Default as it shall deem advisable or in the best interest of
the Lenders.
10.6 Credit Decision; Disclosure of Information by Administrative Agent
Each Lender acknowledges that no Agent-Related Person has made any
representation or warranty to it, and that no act by the Administrative Agent
hereafter taken, including any consent to and acceptance of any assignment or
review of the affairs of the Borrower or any Subsidiary or any Affiliate
thereof, shall be deemed to constitute any representation or warranty by any
Agent-Related Person to any Lender as to any matter, including whether
Agent-Related Persons have disclosed material information in their possession.
Each Lender represents to the Administrative Agent that it has, independently
and without reliance upon any Agent-Related Person and based on such documents
and information as it has deemed appropriate, made its own appraisal of and
investigation into the business, prospects, operations, property, financial and
other condition and creditworthiness of the Borrower or any Subsidiary, and all
applicable bank or other regulatory Laws relating to the transactions
contemplated hereby, and made its own decision to enter into this Agreement and
to extend credit to the Borrower hereunder. Each Lender also represents that it
will, independently and without reliance upon any Agent-Related Person and based
on such documents and information as it shall deem appropriate at the time,
continue to make its own credit analysis, appraisals and decisions in taking or
not taking action under this Agreement and the other Loan Documents, and to make
such investigations as it deems necessary to inform itself as to the business,
prospects, operations, property, financial and other condition and
creditworthiness of the Borrower. Except for notices, reports and other
documents expressly required to be furnished to the Lenders by the
Administrative Agent herein, the Administrative Agent shall not have any duty or
responsibility to provide any Lender with any credit or other information
concerning the business, prospects, operations, property, financial and other
condition or creditworthiness of any of the Loan Parties or any of their
respective Affiliates which may come into the possession of any Agent-Related
Person.
10.7 Indemnification of Agents
Whether or not the transactions contemplated hereby are consummated,
the Lenders shall indemnify upon demand each Agent-Related Person (to the extent
not reimbursed by or on behalf of any Loan Party and without limiting the
obligation of the Borrower or any Subsidiary to do so), pro rata, and hold
harmless each Agent-Related Person from and against
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any and all Indemnified Liabilities incurred by it; provided, however, that no
Lender shall be liable for the payment to any Agent-Related Person of any
portion of such Indemnified Liabilities to the extent determined in a final,
nonappealable judgment by a court of competent jurisdiction to have resulted
from such Agent-Related Person's own gross negligence or willful misconduct;
provided, however, that no action taken in accordance with the directions of the
Required Lenders shall be deemed to constitute gross negligence or willful
misconduct for purposes of this Section 10.7. Without limitation of the
foregoing, each Lender shall reimburse the Agents upon demand for its ratable
share of any costs or out-of-pocket expenses (including the reasonable costs and
expenses of Special Counsel) incurred by the Agents in connection with the
preparation, execution, delivery, administration, modification, amendment or
enforcement (whether through negotiations, legal proceedings or otherwise) of,
or legal advice in respect of rights or responsibilities under, this Agreement,
any other Loan Document, or any document contemplated by or referred to herein,
to the extent that the Administrative Agent is not reimbursed for such expenses
by or on behalf of the Borrower. The undertaking in this Section 10.7 shall
survive termination of the Commitments, the expiration or termination of all
Letters of Credit, the payment of all other Obligations and the resignation of
the Administrative Agent.
10.8 Administrative Agent in its Individual Capacity
Fleet and its Affiliates may make loans to, issue letters of credit
for the account of, accept deposits from, acquire equity interests in and
generally engage in any kind of banking, trust, financial advisory, underwriting
or other business with the Borrower or any Subsidiary and their respective
Affiliates as though Fleet were not the Administrative Agent hereunder and
without notice to or consent of the Lenders. The Lenders acknowledge that,
pursuant to such activities, Fleet or its Affiliates may receive information
regarding the Borrower or any Subsidiary or their Affiliates (including
information that may be subject to confidentiality obligations in favor of such
Loan Party or such Affiliate) and acknowledge that the Administrative Agent
shall be under no obligation to provide such information to them. With respect
to its Loans, Fleet shall have the same rights and powers under this Agreement
as any other Lender and may exercise such rights and powers as though it were
not the Administrative Agent and the terms "Lender" and "Lenders" include Fleet
in its individual capacity.
10.9 Successor Administrative Agent
The Administrative Agent may resign as Administrative Agent upon
thirty (30) days notice to the Lenders. If the Administrative Agent resigns
under this Agreement, the Required Lenders shall appoint from among the Lenders
a successor administrative agent for the Lenders, which successor administrative
agent shall be consented to by the Borrower at all times other than during the
existence of an Event of Default (which consent of the Borrower shall not be
unreasonably withheld or delayed). If no successor administrative agent is
appointed prior to the effective date of the resignation of the Administrative
Agent, the Administrative Agent may appoint, after consulting with the Lenders
and the Borrower, a successor administrative agent from among the Lenders. Upon
the acceptance of its appointment as successor administrative agent hereunder,
the Person acting as such successor administrative agent shall succeed to all
the rights, powers and duties of the retiring Administrative Agent and Swing
Line Lender and the respective terms "Administrative Agent and "Swing Line
Lender" shall mean such successor administrative agent and swing line lender,
and the retiring Administrative Agent's appointment,
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Swing Line Lender's rights, powers and duties as such shall be terminated,
without any other or further act or deed on the part of such retiring Swing Line
Lender or any other Lender. After any retiring Administrative Agent's
resignation hereunder as Administrative Agent, the provisions of this Article 10
and Sections 10.4 and 10.5 shall inure to its benefit as to any actions taken or
omitted to be taken by it while it was Administrative Agent under this
Agreement. If no successor administrative agent has accepted appointment as
Administrative Agent by the date which is thirty (30) days following a retiring
Administrative Agent's notice of resignation, the retiring Administrative
Agent's resignation shall nevertheless thereupon become effective and the
Lenders shall perform all of the duties of the Administrative Agent hereunder
until such time, if any, as the Required Lenders appoint a successor agent as
provided for above.
10.10 Administrative Agent May File Proofs of Claim
In case of the pendency of any receivership, insolvency, liquidation,
bankruptcy, reorganization, arrangement, adjustment, composition or other
judicial proceeding relative to the Borrower or any Subsidiary, the
Administrative Agent (irrespective of whether the principal of any Loan shall
then be due and payable as herein expressed or by declaration or otherwise and
irrespective of whether the Administrative Agent shall have made any demand on

the Borrower) shall be entitled and empowered, by intervention in such
proceeding or otherwise:
(a) to file and prove a claim for the whole amount of the principal
and interest owing and unpaid in respect of the Loans and all other Obligations
that are owing and unpaid and to file such other documents as may be necessary
or advisable in order to have the claims of the Lenders and the Administrative
Agent (including any claim for the reasonable compensation, expenses,
disbursements and advances of the Lenders and the Administrative Agent and their
respective agents and counsel and all other amounts due the Lenders and the
Administrative Agent under Sections 3.2 and 11.4) allowed in such judicial
proceeding; and
(b) to collect and receive any monies or other property payable or
deliverable on any such claims and to distribute the same;
and any custodian, receiver, assignee, trustee, liquidator, sequestrator or
other similar official in any such judicial proceeding is hereby authorized by
each Lender to make such payments to the Administrative Agent and, in the event
that the Administrative Agent shall consent to the making of such payments
directly to the Lenders, to pay to the Administrative Agent any amount due for
the reasonable compensation, expenses, disbursements and advances of the
Administrative Agent and its agents and counsel, and any other amounts due the
Administrative Agent under Sections 3.2 and 11.4.
Nothing contained herein shall be deemed to authorize the Administrative
Agent to authorize or consent to or accept or adopt on behalf of any Lender any
plan of reorganization, arrangement, adjustment or composition affecting the
Obligations or the rights of any Lender or to authorize the Administrative Agent
to vote in respect of the claim of any Lender in any such proceeding.
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The Lenders irrevocably authorize the Administrative Agent, at its
option and in its discretion,
(a) to release any Lien on any property granted to or held by the
Administrative Agent under any Loan Document (i) upon termination of the
Aggregate Commitments and payment in full of all Obligations (other than
contingent indemnification obligations), (ii) that is sold or to be sold as part
of or in connection with any sale permitted hereunder or under any other Loan
Document, or (iii) subject to Section 11.1(b)(iii), if approved, authorized or
ratified in writing by the Credit Parties;
(b) to subordinate any Lien on any property granted to or held by the
Administrative Agent under any Loan Document to the holder of any Lien on such
property that is permitted by Section 8.2); and
(c) to release any Guarantor from its obligations under a Guarantee
Agreement if such Person ceases to be a Subsidiary as a result of a transaction
permitted hereunder.
Upon request by the Administrative Agent at any time, the Required Lenders
will confirm in writing the Administrative Agent's authority to release or
subordinate its interest in particular types or items of property, or to release
any Guarantor from its obligations under a Guarantee Agreement pursuant to this
Section 10.11.
10.12 Other Agents; Arrangers and Managers
Except as otherwise expressly provided herein, none of the Lenders or
other Persons identified on the facing page or signature pages of this Agreement
as an "agent", "arranger", "manager", "bookrunner" or having any similar title
shall have any right, power, obligation, liability, responsibility or duty under
this Agreement other than, in the case of such Lenders, those applicable to all
Lenders as such. Without limiting the foregoing, none of the Lenders or other
Persons so identified shall have or be deemed to have any fiduciary relationship
with any Lender. Each Lender acknowledges that it has not relied, and will not
rely, on any of the Lenders or other Persons so identified in deciding to enter
into this Agreement or in taking or not taking action hereunder.
10.13 Lender Pledge
Any Lender may at any time pledge or assign a security interest in all
or any portion of its rights under this Agreement (including under its Note, if
any) to secure obligations of such Lender, including any pledge or assignment to
secure obligations to a Federal Reserve Bank; provided that no such pledge or
assignment shall release such Lender from any of its obligations hereunder or
substitute any such pledgee or assignee for such Lender as a party hereto.
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10.14 Amendment of Article 10
The Borrower hereby agrees that this Article 10 constitutes an
agreement among, and solely for the benefit of, the Agents and the Lenders, (and
the Agents and the Lenders acknowledge that the Borrower is not a party to such
foregoing provisions) and that any and all of the provisions of this Article 10
may be amended at any time by the Lenders without the consent or approval of or
notice to the Borrower (other than any requirement of notice to the Borrower of
the resignation of the Administrative Agent).
ARTICLE 11
OTHER PROVISIONS
11.1 Amendments and Waivers
(a) No failure to exercise and no delay in exercising, on the part of
any Credit Party, any right, remedy, power or privilege under any Loan Document
shall operate as a waiver thereof; nor shall any single or partial exercise of
any right, remedy, power or privilege under any Loan Document preclude any other
or further exercise thereof or the exercise of any other right, remedy, power or
privilege. The rights, remedies, powers and privileges under the Loan Documents
are cumulative and not exclusive of any rights, remedies, powers and privileges
provided by law. No waiver of any provision of any Loan Document or consent to
any departure by any Loan Party therefrom shall in any event be effective unless
the same shall be permitted by this Section 11.1, and then such waiver or
consent shall be effective only in the specific instance and for the purpose for
which given. Without limiting the generality of the foregoing, the making of a
Loan shall not be construed as a waiver of any Default, regardless of whether
any Credit Party may have had notice or knowledge of such Default at the time.
(b) Notwithstanding anything to the contrary contained in any Loan
Document, with the written consent of the Required Lenders, the Administrative
Agent and the appropriate parties to the Loan Documents (other than the other
Credit Parties) may, from time to time, enter into written amendments,
supplements or modifications thereof and, with the consent of the Required
Lenders, the Administrative Agent on behalf of the other Credit Parties, may
execute and deliver to any such parties a written instrument waiving or
consenting to the departure from, on such terms and conditions as the
Administrative Agent may specify in such instrument, any of the requirements of
the Loan Documents or any Default or Event of Default and its consequences;
provided, however, that no such amendment, supplement, modification, waiver or
consent shall:
(i) except as provided in Section 2.4, extend or increase any of
the Commitments of any Lender, without such Lender's consent;
(ii) unless agreed to by each Credit Party affected thereby, (A)
reduce the principal amount of any Loan, or reduce the rate of interest
thereon, (or change the manner of computation of any financial ratio
(including any change in any applicable defined term) used in determining
the Applicable Margin that would result in a reduction of any interest rate
on any Loan or any fee payable hereunder) or reduce any fees or other
obligations payable under the Loan Documents or (B) extend any date
(including the
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Term Loan Maturity Date) fixed for the payment or mandatory prepayment of
principal or interest on any Loan, any fees, or any other obligation
payable under the Loan Documents or any scheduled mandatory reduction of
the Aggregate Commitments;
(iii) unless agreed to by all of the Credit Parties, (A) except
as provided in Section 2.4, increase the Aggregate Commitments, (B) change
the definition of "Required Lenders" or any other provision hereof
specifying the number or percentage of Lenders required to waive, amend or
modify any rights hereunder or make any determination or grant any consent
hereunder, (C) change the order of payments under Section 9.2(b), (D)
consent to any assignment or delegation by any Loan Party of any of its
rights or obligations under any Loan Document, (E) release the Borrower
from its obligations under this Agreement, (F) release any Guarantor from
its obligations under this Agreement or any Guaranty Agreement (except as a
result of the termination of the existence of such Guarantor in a
transaction permitted by Section 8.3), or release any of the Collateral
from the Liens of the Security Documents (except as may be expressly
permitted thereunder or in connection with a transaction permitted by
Sections 8.3 or 8.6), or (G) amend, modify or affect Section 11.1(b);
(iv) unless agreed to by all of the Credit Parties, increase the
fees or rates of interest payable on the Loans under any Facility, unless a
corresponding increase is made in respect of the fees or rates of interest
payable in respect of Loans made under all other Facilities;

(v) unless agreed to by all of the Credit Parties, shorten the
maturity of the Loans under any Facility, unless the maturity of all Loans
under each other Facility is correspondingly shortened;
(vi) unless agreed to by the Administrative Agent, amend, modify
or otherwise affect the rights or duties of the Administrative Agent under
the Loan Documents; and
(vii) unless agreed to by the Syndication Agent, amend, modify or
otherwise affect the rights or duties of the Syndication Agent under this
Agreement.
Any such amendment, supplement, modification, waiver or consent shall apply
equally to each Credit Party and shall be binding upon each Credit Party and
each Loan Party to the applicable Loan Document, and upon all future holders of
the Notes. In the case of any waiver, the Credit Parties and each Loan Party to
the applicable Loan Document shall be restored to their former position and
rights hereunder and under the outstanding Notes and other Loan Documents to the
extent provided for in such waiver, and any Default or Event of Default waived
shall not extend to any subsequent or other Default or Event of Default, or
impair any right consequent thereon.
11.2 Notices
(a) General. Unless otherwise expressly provided herein, all notices
and other communications provided for hereunder shall be in writing (including
by facsimile
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the applicable address or facsimile number and all notices and other
communications expressly permitted hereunder to be given by telephone shall be
made to the applicable telephone number, as follows:
(i)

in the case of any Loan Party, to:
Monitronics International, Inc.
12801 Stemmons Freeway, Suite 821
Dallas, Texas 75234
Attention: James R. Hull, President and Chief Executive
Officer
Telephone: (972) 243-7443
Facsimile: (972) 919-1895
with a copy to:
Vinson & Elkins L.L.P.
2001 Ross Avenue, Suite 3700
Dallas, Texas 75201
Attention: Christine A. Hathaway, Esq.
Telephone: (214) 220-7714
Facsimile: (214) 999-7714

(ii) in the case of the Administrative Agent, to:
Fleet National Bank
100 Federal Street
Boston, Massachusetts 02110
Attention: John F. Lynch, Senior Vice President
Telephone: (617) 434-4618
Facsimile: (617) 434-4896
and a copy to:
Choate, Hall & Stewart
Exchange Place, 53 State Street
Boston, Massachusetts 02109
Attention: Peter M. Palladino, P.C.
Telephone: (617) 248-5000
Facsimile: (617) 248-4000
(iii) in the case of the Syndication Agent, to:
Bank of America, N.A.
901 Main Street, 64th Floor
Dallas, Texas 75202
Attention: Steven P. Renwick
Telephone: (214) 209-1867
Facsimile: (214) 209-9390
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(iv) in the case of a Lender, at its address set forth on its
signature page hereto or, in the Assignment or Acceptance Agreement or
other instrument pursuant to which it became a Lender; provided, however,
that any notice, request or demand by the Borrower pursuant to Sections
2.2, 2.3, 2.4, 2.5 or 3.3 shall not be effective until received. Any party
to a Loan Document may rely on signatures of the parties thereto which are
transmitted by facsimile or other electronic means as fully as if
originally signed.
All such notices and other communications shall be deemed to be given or
made upon the earlier to occur of (i) actual receipt by the relevant party
hereto and (ii) (A) if delivered by hand or by courier, when signed for by or on
behalf of the relevant party hereto or by a person purporting to sign for such
party; (B) if delivered by mail, four Business Days after deposit in the mails,
postage prepaid; and (C) if delivered by facsimile, when sent and receipt has
been confirmed by telephone provided, however, that notices and other
communications to the Administrative Agent and the Swing Line Lender pursuant to
Article 2 shall not be effective until actually received by such Person. In no
event shall a voicemail message be effective as a notice, communication or
confirmation hereunder.
(b) Effectiveness of Facsimile Documents and Signatures. Loan
Documents may be transmitted and/or signed by facsimile. The effectiveness of
any such documents and signatures shall, subject to applicable Law, have the
same force and effect as manually-signed originals and shall be binding on all
Loan Parties, the Administrative Agent and the Lenders. The Administrative Agent
may also require that any such documents and signatures be confirmed by a
manually-signed original thereof; provided, however, that the failure to request
or deliver the same shall not limit the effectiveness of any facsimile document
or signature.
(c) Reliance by Administrative Agent and Lenders. The Agents and the
Lenders shall be entitled to rely and act upon any notices purportedly given by
or on behalf of the Borrower even if (i) such notices were not made in a manner
specified herein, were incomplete or were not preceded or followed by any other
form of notice specified herein, or (ii) the terms thereof, as understood by the
recipient, varied from any confirmation thereof. The Borrower shall indemnify
each Agent-Related Person and each Lender from all losses, costs, expenses and
liabilities resulting from the reliance by such Person on each notice
purportedly given by or on behalf of the Borrower. All telephonic notices to and
other communications with the Administrative Agent may be recorded by the
Administrative Agent, and each of the parties hereto hereby consents to such
recording.
11.3 Survival
All covenants, agreements, representations and warranties made by the
Borrower herein and in the certificates or other instruments delivered in
connection with or pursuant to this Agreement shall be considered to have been
relied upon by the other parties hereto and shall survive the execution and
delivery of this Agreement and the making of any Loans, regardless of any
investigation made by any such other party or on its behalf and notwithstanding
that the Administrative Agent or any Lender may have had notice or knowledge of
any Default or incorrect representation or warranty at the time any credit is
extended hereunder.
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(a) The Borrower agrees (i) to pay or reimburse each of the Agents and
the Joint Lead Arrangers for all reasonable costs and expenses incurred in
connection with the development, preparation, negotiation and execution of this
Agreement and the other Loan Documents and any amendment, waiver, consent or
other modification of the provisions hereof and thereof (whether or not the
transactions contemplated hereby or thereby are consummated), and the
consummation and administration of the transactions contemplated hereby and
thereby, including all reasonable costs and expenses of Special Counsel and (ii)
to pay or reimburse each Agent and each Lender for all costs and expenses
incurred in connection with the enforcement, attempted enforcement, or
preservation of any rights or remedies under this Agreement or the other Loan
Documents (including all such costs and expenses incurred during any "workout"
or restructuring in respect of the Obligations and during any legal proceeding,
including any proceeding under any Debtor Relief Law), including without
limitation all reasonable costs and expenses of Special Counsel. The foregoing
costs and expenses shall include all search, filing, recording, title insurance
and appraisal charges and fees and taxes related thereto, and other
out-of-pocket expenses incurred by the Administrative Agent and the cost of
independent public accountants and other outside experts retained by the
Administrative Agent or any Lender. All amounts due under this Section 11.4(a)
shall be payable within ten (10) Business Days after demand therefor.
(b) Whether or not the transactions contemplated hereby are

consummated, the Borrower shall indemnify and hold harmless each Agent-Related
Person, each Lender and their respective Affiliates, directors, officers,
employees, counsel, agents and attorneys-in-fact (each an "Indemnified Person")
from and against any and all liabilities, obligations, losses, damages,
penalties, claims, demands, actions, judgments, suits, costs, expenses and
disbursements (including reasonable costs and expenses of counsel) of any kind
or nature whatsoever which may at any time be imposed on, incurred by or
asserted against any such Indemnified Person in any way relating to or arising
out of or in connection with (a) the execution, delivery, enforcement,
performance or administration of any Loan Document or any other agreement,
letter or instrument delivered in connection with the transactions contemplated
thereby or the consummation of the transactions contemplated thereby, (b) any
Commitment, Loan or the use or proposed use of the proceeds therefrom, (c) any
actual or alleged presence or release of Hazardous Materials on or from any
property currently or formerly owned or operated by the Borrower, any Subsidiary
or any other Loan Party, or any Environmental Liability related in any way to
the Borrower, any Subsidiary or any other Loan Party, or (d) any actual or
prospective claim, litigation, investigation or proceeding relating to any of
the foregoing, whether based on contract, tort or any other theory (including
any investigation of, preparation for, or defense of any pending or threatened
claim, investigation, litigation or proceeding) and regardless of whether any
Indemnified Person is a party thereto (all the foregoing, collectively, the
"Indemnified Liabilities"), in all cases, whether or not caused by or arising,
in whole or in part, out of the negligence of the Indemnified Person; provided
that such indemnity shall not, as to any Indemnified Person, be available to the
extent that such liabilities, obligations, losses, damages, penalties, claims,
demands, actions, judgments, suits, costs, expenses or disbursements are
determined by a court of competent jurisdiction by final and non-appealable
judgment to have resulted from the gross negligence or willful misconduct of
such Indemnified Person. No Indemnified Person shall be liable for any damages
arising from the use by others of any
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information transmission systems in connection with this Agreement. Nor shall
any Indemnified Person have any liability for any special, indirect,
consequential or punitive damages relating to this Agreement or any other Loan
Document or arising out of its activities in connection herewith or therewith
(whether before or after the Effective Date). All amounts due under this Section
11.4(b) shall be payable within ten (10) Business Days after demand therefor.
For the avoidance of doubt, the gross negligence or willful misconduct of any
Indemnified Person shall not be imputed to any other Indemnified Person.
(c) The agreements in this Section 11.4 shall survive the resignation
of the Administrative Agent, the replacement of any Lender, the termination of
the Aggregate Commitments, the expiration or termination of all Letters of
Credit and the repayment, satisfaction or discharge of all the other
Obligations.
(d) To the extent that any payment by or on behalf of the Borrower is
made to the Administrative Agent or any Lender, or the Administrative Agent or
any Lender exercises its right of set-off, and such payment or the proceeds of
such set-off or any part thereof is subsequently invalidated, declared to be
fraudulent or preferential, set aside or required (including pursuant to any
settlement entered into by the Administrative Agent or such Lender in its
discretion) to be repaid to a trustee, receiver or any other party, in
connection with any proceeding under any Debtor Relief Law or otherwise, then
(i) to the extent of such recovery, the obligation or part thereof originally
intended to be satisfied shall be revived and continued in full force and effect
as if such payment had not been made or such set-off had not occurred and (ii)
each Lender severally agrees to pay to the Administrative Agent upon demand its
applicable share of any amount so recovered from or repaid by the Administrative
Agent, plus interest thereon from the date of such demand to the date such
payment is made at a rate per annum equal to the Federal Funds Rate from time to
time in effect.
(e) To the extent permitted by applicable Law, the Borrower shall not
assert, and the Borrower hereby waives, any claim against any Indemnified Person
for any special, indirect, consequential or punitive damages (whether accrued
and whether known or suspected to exist in its favor) arising out of, in
connection with, or as a result of, the Loan Documents, the transactions
contemplated thereby or any Loan or the use of the proceeds thereof.
(f) THE BORROWER ACKNOWLEDGES THAT THIS AGREEMENT CONTAINS PROVISIONS
RELEASING EACH INDEMNIFIED PERSON FROM LIABILITY AND/OR INDEMNIFYING AND HOLDING
HARMLESS EACH INDEMNIFIED PERSON FOR, AMONG OTHER THINGS, EACH INDEMNIFIED
PERSON'S OWN GROSS NEGLIGENCE AND WILFULL MISCONDUCT. THE BORROWER AGREES THAT
THE RELEASE AND/OR INDEMNITY PROVISIONS CONTAINED IN THIS AGREEMENT ARE
CAPTIONED TO CLEARLY IDENTIFY THE RELEASE AND/OR INDEMNITY PROVISIONS AND,
THEREFORE, ARE SO CONSPICUOUS THAT THE BORROWER HAS FAIR NOTICE OF THE EXISTENCE
AND CONTENTS OF SUCH PROVISIONS. THE BORROWER HEREBY WAIVES ANY DEFENSES IT
MIGHT ASSERT AGAINST EACH INDEMNIFIED PERSON BASED ON THE HOLDINGS OF THE TEXAS
SUPREME COURT IN ETHYL CORP. v. DANIEL CONST. CO., 725 S.W.2d 705 (TEX. 1987),

AND DRESSER INDUSTRIES, INC.
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COURT OF APPEALS FOR THE FIFTH CIRCUIT IN QUORUM HEALTH RESOURCES, L.L.C. v.
MAVERICK COUNTY HOSPITAL DISTRICT, 308 F.3d 451 (5TH CIR. 2002) AND ANY RELATED
CASE LAW HOLDINGS.
11.5 Successors and Assigns
(a) The Loan Documents shall be binding upon and inure to the benefit
of each of the parties thereto, and their respective successors and assigns,
except that no Loan Party may assign or otherwise transfer any of its rights or
obligations hereunder without the prior written consent of each Credit Party
(and any such attempted assignment or transfer without such consent shall be
null and void).
(b) Each Lender may assign all or a portion of its rights and
obligations under the Loan Documents to (i) any Subsidiary or Affiliate of such
Lender, (ii) any other Lender or Affiliate of such other Lender, (iii) any
Approved Fund or (iv) with the consent of the Borrower and the Administrative
Agent (which consents shall not be unreasonably withheld or delayed and, in the
case of the Borrower's consent, shall not be required during the continuance of
an Event of Default), to any other Eligible Institution, provided that:
(A) except in the case of an assignment to a Lender, an Affiliate of a
Lender or an Approved Fund, or an assignment of the entire remaining amount
of the assigning Lender's Commitment, the amount of the Commitment of the
assigning Lender subject to each such assignment (determined as of the date
the Assignment and Acceptance Agreement with respect to such assignment is
delivered to the Administrative Agent) shall not be less than $1,000,000
and in $500,000 multiples above such amount, or, if less, its remaining
Commitment, unless otherwise consented to by the Borrower (in the absence
of an Event of Default; and
(B) the assignor and such assignee shall deliver to the Administrative
Agent three (3) copies of an Assignment and Acceptance Agreement executed
by each of them, along with an assignment fee in the sum of $3,500 for the
account of the Administrative Agent and, if the assignee is not then a
Lender and is a Foreign Credit Party, the documents required by Section
3.7(c).
Upon receipt of such number of executed copies of each such Assignment and
Acceptance Agreement together with the assignment fee therefor and the consents
required to such assignment, if required, the Administrative Agent shall record
the same and execute not less than two copies of such Assignment and Acceptance
Agreement in the appropriate place, deliver one such copy to the assignor and
one such copy to the assignee, and deliver one photocopy thereof, as executed,
to the Borrower. From and after the "Assignment Effective Date" as defined and
specified in, and as defined in, such Assignment and Acceptance Agreement, the
assignee thereunder shall, unless already a Lender, become a party hereto and
shall, for all purposes of the Loan Documents, be deemed a "Lender" and, to the
extent provided in such Assignment and Acceptance Agreement, the assignor Lender
thereunder shall be released from its obligations under this Agreement and the
other Loan Documents. The Borrower agrees that, if requested, in connection with
each such assignment, it shall at its own cost and expense execute and deliver
to
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order of such assignee and dated the Effective Date. The Administrative Agent
shall be entitled to rely upon the representations and warranties made by the
assignee under each Assignment and Acceptance Agreement. The Administrative
Agent, acting solely for this purpose as an agent of the Borrower, shall
maintain at the Administrative Agent's office a copy of each Assignment and
Acceptance Agreement delivered to it and a register for the recordation of the
names and addresses of the Lenders, and the Commitments of, and principal
amounts of the Loans owing to, each Lender pursuant to the terms hereof from
time to time (the "Register"). The entries in the Register shall be conclusive,
and the Borrower, the Administrative Agent and the Lenders may treat each Person
whose name is recorded in the Register pursuant to the terms hereof as a Lender
hereunder for all purposes of this Agreement, notwithstanding notice to the
contrary. The Register shall be available for inspection by the Borrower and any
Lender, at any reasonable time and from time to time upon reasonable prior
notice.
(c)
rights and/or
Institutions,
and the other
remain solely

Each Lender may grant participations in all or any part of its
obligations under the Loan Documents to one or more Eligible
provided that (i) such Lender's obligations under this Agreement
Loan Documents shall remain unchanged, (ii) such Lender shall
responsible to the other parties to this Agreement and the other

Loan Documents for the performance of such obligations, (iii) the Borrower and
the Credit Parties shall continue to deal solely and directly with such Lender
in connection with such Lender's rights and obligations under the Loan
Documents, (iv) the granting of such participation does not require that any
additional loss, cost or expense be borne by the Borrower at any time and (v)
the voting rights of any holder of any participation shall be limited to
decisions that in accordance with Section 11.1 require the consent of all of the
Lenders.
(d) If any assignee Lender is an Affiliate of the Borrower or any
holder of Subordinated Debt, then any such assignee Lender shall have no right
to vote as a Lender hereunder or under any of the other Loan Documents for
purposes of granting consents or waivers or for purposes of agreeing to
amendments or other modifications to any of the Loan Documents or for purposes
of making requests to the Administrative Agent, and the determination of the
Required Lenders shall for all purposes of this Agreement and the other Loan
Documents be made without regard to such assignee Lender's interest in any of
the Loans. If any Lender sells a participating interest in any of the Loans to a
participant, and such participant is an Affiliate of the Borrower or any holder
of Permitted Subordinated Debt, then such participant shall have no right to
vote as a Lender hereunder or under any of the other Loan Documents for purposes
of granting consents or waivers or for purposes of agreeing to amendments or
modifications to any of the Loan Documents or for purposes of making requests to
the Administrative Agent, and the determination of the Required Lenders shall
for all purposes of this Agreement and the other Loan Documents be made without
regard to the interest of such participant in the Loans to the extent of such
participation.
11.6 Counterparts; Integration
Each Loan Document (other than the Notes) may be executed by one or
more of the parties thereto on any number of separate counterparts and all of
said counterparts taken together shall be deemed to constitute one and the same
document. It shall not be necessary in making proof of any Loan Document to
produce or account for more than one counterpart signed
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page of any Loan Document by facsimile shall be effective as delivery of a
manually executed counterpart of such Loan Document. The Loan Documents and any
separate letter agreements between the Borrower and a Credit Party with respect
to fees embody the entire agreement and understanding among the Loan Parties and
the Credit Parties with respect to the subject matter thereof and supersede all
prior agreements and understandings among the Loan Parties and the Credit
Parties with respect to the subject matter thereof.
11.7 Severability
Every provision of the Loan Documents is intended to be severable, and
if any term or provision thereof shall be invalid, illegal or unenforceable for
any reason, the validity, legality and enforceability of the remaining
provisions thereof shall not be affected or impaired thereby, and any
invalidity, illegality or unenforceability in any jurisdiction shall not affect
the validity, legality or enforceability of any such term or provision in any
other jurisdiction.
11.8 Governing Law
THIS AGREEMENT SHALL BE GOVERNED BY, AND CONSTRUED IN ACCORDANCE WITH,
THE INTERNAL LAWS OF THE STATE OF NEW YORK (AS OPPOSED TO THE CONFLICTS OF LAW
PROVISIONS, BUT INCLUDING SECTIONS 5-1401 AND 5-1402 OF THE GENERAL OBLIGATIONS
LAW OF THE STATE OF NEW YORK) AND DECISIONS OF THE STATE OF NEW YORK.
11.9 Jurisdiction; Service of Process
Each party to a Loan Document hereby irrevocably submits to the
nonexclusive jurisdiction of any New York or Federal court sitting in the City
of New York, New York over any suit, action or proceeding arising out of or
relating to the Loan Documents. Each party to a Loan Document hereby irrevocably
waives, to the fullest extent permitted or not prohibited by law, any objection
which it may now or hereafter have to the laying of the venue of any such suit,
action or proceeding brought in such a court and any claim that any such suit,
action or proceeding brought in such a court has been brought in an inconvenient
forum. Each Loan Party hereby agrees that a final judgment in any such suit,
action or proceeding brought in such a court, after all appropriate appeals,
shall be conclusive and binding upon it and may be enforced in other
jurisdictions by suit on the judgment or in any other manner provided by law.
Nothing in this Agreement shall affect any right that a Credit Party may
otherwise have to bring any action or proceeding relating to Loan Documents
against the Borrower, any Subsidiary or their respective properties in the
courts of any other jurisdiction. Each party to a Loan Document hereby
irrevocably consents to service of process in the manner provided for notices in
Section 11.2. Nothing in this Agreement will affect the right of any party to a

Loan Document to serve process in any other manner permitted by Law.
11.10 Survival of Representations and Warranties
All representations and warranties made hereunder and in any other
Loan Document or other document delivered pursuant hereto or thereto or in
connection herewith or therewith shall survive the execution and delivery hereof
and thereof. Such representations and
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Syndication Agent and each Lender, regardless of any investigation made by the
Administrative Agent, the Syndication Agent or any Lender or on their behalf and
notwithstanding that the Administrative Agent may have had notice or knowledge
of any Default at the time of any Borrowing, and shall continue in full force
and effect as long as any Loan or any other Obligation hereunder shall remain
unpaid or unsatisfied.
11.11 No Third Parties Benefited
This Agreement is made and entered into for the sole protection and
legal benefit of the parties hereto and their permitted successors and assigns,
and no other Person shall be a direct or indirect legal beneficiary of, or have
any direct or indirect cause of action or claim in connection with, this
Agreement or any of the other Loan Documents. None of the Administrative Agent,
the Syndication Agent or any Lender shall have any obligation to any Person not
a party to this Agreement or any other Loan Document.
11.12 Waiver Of Trial By Jury
EACH PARTY HERETO HEREBY WAIVES, TO THE FULLEST EXTENT PERMITTED BY
APPLICABLE LAW, ANY RIGHT IT MAY HAVE TO A TRIAL BY JURY IN ANY LEGAL PROCEEDING
DIRECTLY OR INDIRECTLY ARISING OUT OF OR RELATING TO THIS AGREEMENT OR ANY OF
THE OTHER LOAN DOCUMENTS OR THE TRANSACTIONS (WHETHER BASED ON CONTRACT, TORT OR
ANY OTHER THEORY). EACH PARTY HERETO (A) CERTIFIES THAT NO REPRESENTATIVE, AGENT
OR ATTORNEY OF ANY OTHER PARTY HAS REPRESENTED, EXPRESSLY OR OTHERWISE, THAT
SUCH OTHER PARTY WOULD NOT, IN THE EVENT OF LITIGATION, SEEK TO ENFORCE THE
FOREGOING WAIVER AND (B) ACKNOWLEDGES THAT IT AND THE OTHER PARTIES HERETO HAVE
BEEN INDUCED TO ENTER INTO THIS AGREEMENT BY, AMONG OTHER THINGS, THE MUTUAL
WAIVERS AND CERTIFICATIONS IN THIS SECTION 11.12.
[Signature pages follow]
-111IN WITNESS WHEREOF, the parties hereto have caused this Credit Agreement to
be duly executed and delivered by their proper and duly authorized officers as
of the day and year first above written.
BORROWER:
MONITRONICS INTERNATIONAL, INC.
By: /s/ Michael Meyers
------------------------------------------Name: Michael Meyers
Title: Vice President & CFO
ADMINISTRATIVE AGENT:
FLEET NATIONAL BANK
By:
------------------------------------------Name:
Title:
SYNDICATION AGENT:
BANK OF AMERICA, N.A.
By:
------------------------------------------Name:
Title:

IN WITNESS WHEREOF, the parties hereto have caused this Credit Agreement to
be duly executed and delivered by their proper and duly authorized officers as
of the day and year first above written.
BORROWER:
MONITRONICS INTERNATIONAL, INC.
By:
------------------------------------------Name:
Title:
ADMINISTRATIVE AGENT:
FLEET NATIONAL BANK
By: /s/ John F. Lynch
------------------------------------------Name: John F. Lynch
Title: Senior Vice President
SYNDICATION AGENT:
BANK OF AMERICA, N.A.
By:
------------------------------------------Name:
Title:
IN WITNESS WHEREOF, the parties hereto have caused this Credit Agreement to
be duly executed and delivered by their proper and duly authorized officers as
of the day and year first above written.
BORROWER:
MONITRONICS INTERNATIONAL, INC.
By:
------------------------------------------Name:
Title:
ADMINISTRATIVE AGENT:
FLEET NATIONAL BANK
By:
------------------------------------------Name:
Title:
SYNDICATION AGENT:
BANK OF AMERICA, N.A.
By: /s/ Steven P. Renwick
------------------------------------------Name: Steven P. Renwick
Title: Principal
LENDERS:
FLEET NATIONAL BANK
By: /s/ John F. Lynch
------------------------------------------Name: John F. Lynch
Title: Senior Vice President
Address for Notices:

Fleet National Bank
100 Federal Street
Boston, Massachusetts 02110
Attention: John F. Lynch, Senior Vice President
Telephone: (617) 434-4618
Facsimile: (617) 434-4896
BANK OF AMERICA, N.A.
By:
------------------------------------------Name:
Title:
Address for Notices:
Bank of America, N.A.
901 Main Street, 64th Floor
Dallas, Texas 75202
Attention: Steven P. Renwick
Telephone: (214) 209-1867
Facsimile: (214) 209-9390
LENDERS:
FLEET NATIONAL BANK
By:
------------------------------------------Name:
Title:
Address for Notices:
Fleet National Bank
100 Federal Street
Boston, Massachusetts 02110
Attention: John F. Lynch, Senior Vice President
Telephone: (617) 434-4618
Facsimile: (617) 434-4896
BANK OF AMERICA, N.A.
By: /s/ Steven P. Renwick
------------------------------------------Name: Steven P. Renwick
Title: Principal
Address for Notices:
Bank of America, N.A.
901 Main Street, 64th Floor
Dallas, Texas 75202
Attention: Steven P. Renwick
Telephone: (214) 209-1867
Facsimile: (214) 209-9390
LASALLE BANK NATIONAL ASSOCIATION
By: /s/ Sean Forrest
------------------------------------------Name: Sean Forrest
Title: Senior Vice President
Address for Notices:
LaSalle Bank
135 S. LaSalle St.
Suite 212
Chicago, Illinois 60603
Attention: Jessica Richardson, Vice President
Telephone: (312) 904-7609
Facsimile: (312) 904-6353
U.S. BANK NATIONAL ASSOCIATION

By: /s/ Gail F. Scannell
------------------------------------------Name: Gail F. Scannell
Title: Vice President
Address for Notices:
U.S. Bank National Association
One U.S. Bank Plaza
SL-MO-T12M
St. Louis, MO 63101
Attention: Gail F. Scannell, Vice President
Telephone: (314)418-2385
Facsimile: (314)418-8292
UNION BANK OF CALIFORNIA, N.A.
By: /s/ James C. Opdyke
------------------------------------------Name: James c. Opdyke
Title: Vice President
Address for Notices:
Union Bank of California, N.A.
445 South Figueroa Street, 16th Floor
Los Angeles, CA 90071
Attention: James Opdyke, Vice President
Telephone: (213) 236-7881
Facsimile: (213) 236-5747
JPMORGAN CHASE BANK
By:

/s/ Scott Harvey
------------------------------------------Name: Scott Harvey
Title: Senior Vice President

Address for Notices:
JPMorgan Chase Bank
2200 Ross Ave.
Dallas, Texas 75201
Attention: Scott Harvey, Sr. Vice President
Telephone: (214) 965-3003
Facsimile: (214) 965-3024
NATIONAL CITY BANK OF PENNSYLVANIA
By: /s/ Richard D. Barnes
------------------------------------------Name: Richard D. Barnes
Title: Vice President
Address for Notices:
National City Bank of Pennsylvania
National City Center
20 Stanwix Street
Pittsburgh, PA 15222-4802
Attention: Richard D. Barnes, Vice President
Telephone: (412) 644-6074
Facsimile: (412) 644-6224
WELLS FARGO BANK TEXAS, N.A.
By: /s/ Michael Real
------------------------------------------Name: Michael Real
Title: Vice President
Address for Notices:
Wells Fargo Bank
1700 Lincoln
Denver, CO 80274
Attention: Priscilla Shaw-Cleckloy

Telephone: (303) 863-6612
Facsimile: (303) 863-2729
BANK ONE, N.A.
By: /s/ Sharon Ellis
------------------------------------------Name: Sharon Ellis
Title: Vice President
Address for Notices:
Bank One, N.A.
1717 Main Street, 3rd Floor
TX1-2436
Dallas, Texas 75201
Attention: Sharon Ellis, Vice President
Telephone: (214) 290-2760
Facsimile: (214) 290-2305
TEXAS CAPITAL BANK, N.A.
By: /s/ Paul Howell
------------------------------------------Name: Paul Howell
Title: Vice President
Address for Notices:
Texas Capital Bank, N.A.
2100 McKinney Ave., Ste. 900
Dallas, Texas 75201
Attention: Paul Howell, Vice President
Telephone: (214) 932-6663
Facsimile: (214) 932-6607

EXHIBIT 10.2
SECURITY AGREEMENT
SECURITY AGREEMENT, dated as of August 25, 2003, among Monitronics
International, Inc., a Texas corporation (the "Borrower"), each of the
subsidiaries of the Borrower from time to time party hereto (each such
subsidiary, individually, a "Guarantor" and, collectively, the "Guarantors"; the
Guarantors and the Borrower are referred to herein individually as a "Grantor"
and collectively as the "Grantors") and Fleet National Bank, as Administrative
Agent for the Lenders from time to time party to the credit agreement referred
to below (in such capacity, the "Administrative Agent").
Reference is made to the Credit Agreement, dated August 25, 2003 (as the
same may be amended, restated, supplemented and/or otherwise modified from time
to time, the "Credit Agreement"), by and among the Borrower, the Lenders from
time to time party thereto, the Administrative Agent and Bank of America, N.A.,
as syndication agent.
The Lenders have agreed to make Loans to, and otherwise extend credit on
behalf of, the Borrower pursuant to, and upon the terms and subject to the
conditions specified in, the Credit Agreement. Each of the Guarantors has agreed
to guarantee, among other things, all the obligations of each Loan Party under
the Loan Documents. The obligations of the Lenders to make Loans and otherwise
extend credit are conditioned upon, among other things, the execution and
delivery by the Grantors of an agreement in the form hereof to secure the
Obligations.
Accordingly, the Grantors and the Administrative Agent hereby agree as
follows:
1.

Definitions

(a) Unless the context otherwise requires, capitalized terms used
herein and not defined herein shall have the meanings assigned to such terms in
the Credit Agreement.
(b)

As used herein, the following terms shall have the following

meanings:
"Account Debtor": as defined in the NYUCC.
"Accounts": as defined in the NYUCC.
"Accounts Receivable": all Accounts and all right, title and interest
in any returned goods, together with all rights, titles, securities and
guarantees with respect thereto, including any rights to stoppage in transit,
replevin, reclamation and resales, and all related security interests, liens and
pledges, whether voluntary or involuntary, in each case whether now existing or
owned or hereafter arising or acquired.
"Chattel Paper": as defined in the NYUCC.
"Collateral": with respect to any Grantor, all personal property and
fixtures of every kind and nature, wherever located, whether now owned or
hereafter acquired or arising, and all Proceeds and products thereof, including,
without limitation, all (i) Accounts Receivable, (ii) Equipment, (iii) General
Intangibles, (iv) Inventory, (v) Instruments, (vi) Pledged Debt, (vii) Pledged
Equity owned by Grantor, (viii) Documents, (ix) Chattel Paper (whether tangible
or
electronic), (x) Deposit Accounts, (xi) Letter of Credit Rights (whether or not
the letter of credit is evidenced in writing), (xii) Commercial Tort Claims,
(xiii) Intellectual Property, (xiv) Supporting Obligations, (xv) Investment
Property, (xvi) any other contract rights or rights to the payment of money,
(xvii) insurance claims and proceeds, (xviii) tort claims and (xix) unless
otherwise agreed upon in writing by such Grantor and the Administrative Agent,
other property owned or held by or on behalf of such Grantor that may be
delivered to and held by the Administrative Agent pursuant to the terms hereof.
Notwithstanding anything to the contrary in any Loan Document, for purposes
hereof, the term "Collateral" shall not include (i) any right under any General
Intangible or Intellectual Property if the granting of a security interest
therein or an assignment thereof would violate any enforceable provision of such
General Intangible, Intellectual Property or applicable Laws, (ii) any
Commercial Tort Claim not existing on the date of this Agreement and (iii) any
Lien which is permitted by section 8.2(d) of the Credit Agreement to the extent
that the documentation providing for such Lien prohibits granting a Lien in such
property to the Administrative Agent.
"Commercial Tort Claims": as defined in the NYUCC.
"Copyright License": any written agreement, now or hereafter in
effect, granting any right to any third party under any Copyright now or

hereafter owned by any Grantor or which such Grantor otherwise has the right to
license, or granting any right to such Grantor under any Copyright now or
hereafter owned by any third party, and all rights of such Grantor under any
such agreement.
"Copyrights": all of the following now owned or hereafter acquired by
any Grantor: (i) all copyright rights in any work subject to the copyright laws
of the United States or any other country, whether as author, assignee,
transferee or otherwise, and (ii) all registrations and applications for
registration of any such copyright in the United States or any other country,
including registrations, recordings, supplemental registrations and pending
applications for registration in the United States Copyright Office, including
those listed on Schedule III to the Perfection Certificate.
"Deposit Accounts": as defined in the NYUCC.
"Documents": as defined in the NYUCC.
"Equipment": as defined in the NYUCC, and shall include, without
limitation, all equipment, furniture and furnishings, and all tangible personal
property similar to any of the foregoing, including tools, parts and supplies of
every kind and description, and all improvements, accessions or appurtenances
thereto, that are now or hereafter owned by any Grantor.
"Equity Interests": with respect to (i) a corporation, the capital
stock thereof, (ii) a partnership, any partnership interest therein, including
all rights of a partner in such partnership, whether arising under the
partnership agreement of such partnership or otherwise, (iii) a limited
liability company, any membership interest therein, including all rights of a
member of such limited liability company, whether arising under the limited
liability company agreement of such limited liability company or otherwise, (iv)
any other firm, association, trust,
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business enterprise or other entity that is similar to any other Person listed
in clauses (i), (ii) and (iii), and this clause (iv), of this definition, any
equity interest therein or any other interest therein that entitles the holder
thereof to share in the net assets, revenue, income, earnings or losses thereof
or to vote or otherwise participate in any election of one or more members of
the managing body thereof and (v) all warrants and options in respect of any of
the foregoing and all other securities that are convertible or exchangeable
therefor.
"General Intangibles": as defined in the NYUCC, and shall include,
without limitation, all corporate or other business records, indemnification
claims, contract rights (including rights under leases, whether entered into as
lessor or lessee, interest rate protection agreements and other agreements),
Intellectual Property, goodwill, registrations, franchises, tax refund claims,
guarantee, claim, security interest or other security held by or granted to any
Grantor to secure payment by an Account Debtor of any of the Accounts Receivable
or payment by the relevant obligor of any of the Pledged Debt, in each case,
whether now existing or owned or hereafter arising or acquired by any Grantor.
"Instruments": as defined in the NYUCC.
"Intellectual Property": all intellectual and similar property of any
Grantor of every kind and nature now owned or hereafter acquired by any Grantor,
including, without limitation, inventions, designs, Patents, Copyrights,
Trademarks, Licenses, trade secrets, confidential or proprietary technical and
business information, customer lists, know-how, show-how or other data or
information, software and databases and all embodiments or fixations thereof and
related documentation, registrations and franchises, and all additions,
improvements and accessions to, and books and records describing or used in
connection with, any of the foregoing.
"Inventory": as defined in the NYUCC, and shall include, without
limitation, all goods of any Grantor, whether now owned or hereafter acquired,
held for sale or lease, or furnished or to be furnished by any Grantor under
contracts of service, or consumed in any Grantor's business, including raw
materials, intermediates, work in process, packaging materials, finished goods,
semi-finished inventory, scrap inventory, manufacturing supplies and spare
parts, and all such goods that have been returned to or repossessed by or on
behalf of any Grantor.
"Investment Property": as defined in the NYUCC.
"Letter of Credit Rights": as defined in the NYUCC.
"License": any Patent License, Trademark License, Copyright License or
other license or sublicense to which any Grantor is a party, including, without
limitation, those listed on Schedule III to the Perfection Certificate.
"NYUCC": the UCC as in effect from time to time in the State of New

York.
"Obligations": (i) the due and punctual payment of (x) principal of
and premium, if any, and interest (including interest accruing during the
pendency of any bankruptcy, insolvency, receivership or other similar
proceeding, regardless of whether allowed or allowable in such proceeding) on
the Loans, when and as due, whether at maturity, by acceleration, upon
3
one or more dates set for prepayment or otherwise, and (y) all other monetary
obligations, including fees, commissions, costs, expenses and indemnities,
whether primary, secondary, direct, contingent, fixed or otherwise (including
monetary obligations incurred during the pendency of any bankruptcy, insolvency,
receivership or other similar proceeding, regardless of whether allowed or
allowable in such proceeding), of the Borrower or any Guarantor to any Credit
Party, or that are otherwise payable to any Credit Party under the Credit
Agreement and/or the other Loan Documents, in each case, together with any
renewals, increases, refinancings and extensions thereof, (ii) the due and
punctual performance of all covenants, agreements, obligations and liabilities
of the Borrower or any Guarantor under or pursuant to the Credit Agreement and
the other Loan Documents and (iii) unless otherwise agreed upon in writing by
the Lenders, all obligations of the Borrower, monetary or otherwise, under each
Hedging Agreement entered into with any Lender (or an Affiliate thereof) as a
counterparty.
"Patent License": any written agreement, now or hereafter in effect,
granting to any third party any right to make, use or sell any invention on
which a Patent, now or hereafter owned by any Grantor or which any Grantor
otherwise has the right to license, is in existence, or granting to any Grantor
any right to make, use or sell any invention on which a Patent, now or hereafter
owned by any third party, is in existence, and all rights of any Grantor under
any such agreement.
"Patents": all of the following now owned or hereafter acquired by any
Grantor: (i) all letters patent of the United States or any other country, all
registrations and recordings thereof, and all applications for letters patent of
the United States or any other country, including registrations, recordings and
pending applications in the United States Patent and Trademark Office or any
similar offices in any other country, including those listed on Schedule III to
the Perfection Certificate, and (ii) all reissues, continuations, divisions,
continuations-in-part, renewals or extensions thereof, and the inventions
disclosed or claimed therein, including the right to make, use or sell the
inventions disclosed or claimed therein.
"Perfection Certificate" means a certificate substantially in the form
of Annex 1, completed and supplemented with the schedules and attachments
contemplated thereby, and duly executed by an authorized officer of the
Borrower.
"Pledged Debt" means all right, title and interest of any Grantor to
the payment of any loan, advance or other debt of every kind and nature (other
than Accounts Receivable and General Intangibles), whether due or to become due,
whether or not it has been earned by performance, and whether now or hereafter
acquired or arising in the future.
"Pledged Equity" means, with respect to the Borrower, all right, title
and interest in the Borrower's Capital Stock from time to time pledged to the
Administrative Agent, for the benefit of the Credit Parties in accordance with
the Credit Agreement and the other Security Documents, and with respect to any
Grantor, all right, title and interest of such Grantor in any of its Capital
Stock, whether now or hereafter acquired or arising in the future.
"Pledged Securities" means the Pledged Debt, the Pledged Equity and
all notes, chattel paper, instruments, certificates, files, records, ledger
sheets and documents covering,
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evidencing, representing or relating to any of the foregoing, in each case
whether now existing or owned or hereafter arising or acquired.
"Proceeds": as defined in the NYUCC, and shall include, without
limitation, any consideration received from the sale, exchange, license, lease
or other disposition of any asset or property that constitutes Collateral, any
value received as a consequence of the possession of Collateral and any payment
received from any insurer or other person or entity as a result of the
destruction, loss, theft, damage or other involuntary conversion of whatever
nature of any asset or property that constitutes Collateral, including (i) any
claim of any Grantor against any third party for (and the right to sue and
recover for and the rights to damages or profits due or accrued arising out of
or in connection with) past, present or future infringement or dilution of any
Intellectual Property now or hereafter owned by any Grantor, or licensed under

any license, (ii) subject to Section 6, all rights and privileges with respect
to, and all payments of principal or interest, dividends, cash, instruments and
other property from time to time received, receivable or otherwise distributed
in respect of, in exchange for or upon the conversion of, any of the Pledged
Securities and (iii) any and all other amounts from time to time paid or payable
under or in connection with the Collateral.
"Property" means any interest in any kind of property or asset,
whether real, personal or mixed, and whether tangible or intangible.
"Secured Parties": collectively, the Credit Parties, and their
respective successors and assigns.
"Security Interest": as defined in Section 2(a).
"Supporting Obligations": as defined in the NYUCC.
"Trademark License": any written agreement, now or hereafter in
effect, granting to any third party any right to use any Trademark now or
hereafter owned by any Grantor or which any Grantor otherwise has the right to
license, or granting to any Grantor any right to use any Trademark now or
hereafter owned by any third party, and all rights of any Grantor under any such
agreement.
"Trademarks": all of the following now owned or hereafter acquired by
any Grantor: (i) all trademarks, service marks, trade names, corporate names,
company names, business names, fictitious business names, domain names, trade
styles, trade dress, logos, other source or business identifiers, designs and
general intangibles of like nature, now existing or hereafter adopted or
acquired, all registrations and recordings thereof, and all registration and
recording applications filed in connection therewith, including registrations
and registration applications in the United States Patent and Trademark Office,
any State of the United States or any similar offices in any other country or
any political subdivision thereof, and all extensions or renewals thereof,
including those listed on Schedule III to the Perfection Certificate, (ii) all
goodwill associated therewith or symbolized thereby and (iii) all other assets,
rights and interests that uniquely reflect or embody such goodwill.
"UCC": with respect to any jurisdiction, the Uniform Commercial Code
as in effect from time to time in such jurisdiction.
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(c) The principles of construction specified in Section 1.3 of the
Credit Agreement shall be applicable to this Security Agreement.
2.

Grant of Security Interest; No Assumption of Liability

(a) As security for the payment or performance, as applicable, in
full of the Obligations, each of the Grantors hereby bargains, sells, conveys,
assigns, sets over, mortgages, pledges, hypothecates and transfers to the
Administrative Agent for the ratable benefit of the Secured Parties, and hereby
grants to the Administrative Agent for the ratable benefit of the Secured
Parties, a security interest in, all of the right, title and interest of such
Grantor in, to and under the Collateral (the "Security Interest"). Each Grantor
hereby irrevocably authorizes the Administrative Agent at any time and from time
to time to file in any filing office in any UCC jurisdiction one or more
financing statements and any amendments, continuations, assignments or other
documents for the purpose of perfecting, confirming, continuing, enforcing or
protecting the Security Interest granted by each of the Grantors, without the
signature of any Grantor, and naming any Grantor or the Grantors, as applicable,
as debtors and the Administrative Agent, for the ratable benefit of the Secured
Parties, as secured party. Each Grantor hereby ratifies its authorization for
the Administrative Agent to have filed in any UCC jurisdiction any like initial
financing statements or amendments thereto if filed prior to the date hereof.
Without limiting the foregoing, the Administrative Agent is hereby authorized to
make recordation filings with the United States Patent and Trademark Office or
the United States Copyright Office (or any successor office or any similar
office in any other country), including, but not limited to, the filing in
substantially the form of Annex 2, each such filing shall be duly executed and
delivered, as applicable, by each Grantor.
(b) The Security Interest is granted as security only and shall not
subject the any Secured Party to, or in any way alter or modify, any obligation
or liability of any Grantor with respect to or arising out of the Collateral.
3.

Delivery of the Collateral

Each of the Grantors agrees promptly to deliver or cause to be
delivered to the Administrative Agent any and all notes, chattel paper,
instruments, and certificates evidencing any of the Pledged Securities (in
excess of $10,000 for any note evidencing Indebtedness or any chattel paper and
$200,000 in the aggregate) that become payable under or in connection with any
Collateral, owned or held by or on behalf of such Grantor, in each case

accompanied by stock powers duly executed in blank or other instruments of
transfer or assignment satisfactory to the Administrative Agent and such other
instruments and documents as the Administrative Agent may reasonably request
duly executed by such Grantor.
4.

Representations and Warranties

Each of the Grantors, severally for itself represents and warrants to
the Secured Parties that:
(a) Such Grantor has good and
Collateral provided or to be provided by
authority to grant to the Administrative
Secured Parties the Security Interest in

valid rights in and title to the
such Grantor and has full power and
Agent for the ratable benefit of the
the
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Collateral provided or to be provided by such Grantor pursuant hereto and to
execute, deliver and perform its obligations in accordance with the terms of
this Security Agreement, without the consent or approval of any other person
other than any consent or approval which has been obtained.
(b) The Perfection Certificate, to the extent it relates to such
Grantor or any of its Property, has been duly prepared, completed and executed
and the information set forth therein is correct and complete.
(c) The Security Interest constitutes (i) a legal and valid Lien on
and security interest in all of the Collateral securing the payment and
performance of the Obligations, (ii) subject to (A) filing Uniform Commercial
Code financing statements, or other appropriate filings, recordings or
registrations containing a description of the Collateral owned or held by or on
behalf of such Grantor (including, without limitation, a counterpart or copy of
this Security Agreement) in each applicable governmental, municipal or other
office and (B) the delivery to the Lender of any instruments or certificated
securities included in such Collateral, a perfected security interest in such
Collateral to the extent that a security interest may be perfected by filing,
recording or registering a financing statement or analogous document, or by the
Administrative Agent's taking possession, in the United States (or any political
subdivision thereof) and its territories and possessions pursuant to the UCC or
other applicable law in such jurisdictions and (iii) subject to the receipt and
recording of this Agreement or other appropriate instruments or certificates
with the United States Patent and Trademark Office and the United States
Copyright Office, as applicable, a security interest that shall be perfected in
all Collateral consisting of Intellectual Property in which a security interest
may be perfected by a filing or recordation with the United States Patent and
Trademark Office or the United States Copyright Office, as applicable.
(d) The Security Interest is and shall be prior to any other Lien on
any of the Collateral owned or held by or on behalf of such Grantor other than
Liens expressly permitted pursuant to the Credit Agreement. The Collateral owned
or held by or on behalf of such Grantor is so owned or held by it free and clear
of any Lien, except for Permitted Liens.
(e) With respect to each Account Receivable: (i) no transaction
giving rise to such Account Receivable violated or will violate any applicable
federal, state or local law, rule or ordinance, the violation of which could
reasonably be expected to have a Material Adverse effect, (ii) each such Account
Receivable is not subject to terms prohibiting the assignment thereof or
requiring notice or consent to such assignment, except for notices and consents
that have been obtained and (iii) each such Account Receivable represents a bona
fide transaction which requires no further act (other than continued performance
by such Grantor under the relevant contract) on such Grantor's part to make such
Account Receivable payable by the account debtor with respect thereto, and, to
the Grantor's knowledge, such Account Receivable is not subject to any offsets,
deductions or counterclaims which individually or in the aggregate could
reasonably be expected to have a Material Adverse effect and does not represent
any consignment sales, guaranteed sale, sale or return or other similar
understanding or any obligation of any Affiliate of such Grantor.
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(f) With respect to all Inventory: (i) such Inventory is located on
the premises set forth in the Perfection Certificate, or is Inventory in transit
for sale in the ordinary course of business, and (ii) no such Inventory is on
consignment or is now stored or shall be stored any time after the Effective
Date with a bailee, warehouseman or similar Person.
5.

Covenants

(a) Each of the Grantors shall provide the Administrative Agent with
not less than 30 Business Days prior written notice of any change (i) in its
legal name, (ii) in its jurisdiction of organization or formation, (iii) in the
location of its chief executive office or principal place of business, (iv) in

its identity or legal or organizational structure or (v) in its organization
identification number or its Federal Taxpayer Identification Number and shall
execute and deliver to the Administrative Agent such instruments, agreements and
documents as the Administrative Agent shall reasonably request so that the
Administrative Agent may make all filings under the UCC or otherwise that are
required in order for the Administrative Agent to continue at all times
following such change to have a valid, legal and perfected first priority
security interest in all the Collateral (subject only to Permitted Liens). Each
Grantor shall promptly notify the Administrative Agent if any material portion
of the Collateral owned or held by or on behalf of such Grantor is damaged or
destroyed.
(b) Each of the Grantors shall maintain, at its own cost and expense,
such complete and accurate records with respect to the Collateral owned or held
by it or on its behalf as is consistent with its current practices and in
accordance with such prudent and standard practices used in industries that are
the same as or similar to those in which it is engaged, but in any event to
include complete accounting records indicating all payments and proceeds
received with respect to any part of such Collateral, and, at such time or times
as the Administrative Agent may reasonably request, promptly to prepare and
deliver to the Administrative Agent a duly certified schedule or schedules in
form and detail satisfactory to the Administrative Agent showing the identity
and amount of any and all such Collateral.
(c) Each year, at the time of delivery of annual financial statements
with respect to the preceding fiscal year pursuant to Section 7.1(a) of the
Credit Agreement, the Borrower shall deliver to the Administrative Agent a
certificate executed by a Financial Officer of the Borrower setting forth the
information required pursuant to the Perfection Certificate or confirming that
there has been no change in such information since the date of the Perfection
Certificate or the date of the most recent certificate delivered pursuant to
this paragraph.
(d) Each of the Grantors shall, at its own cost and expense, take any
and all actions reasonably necessary to defend title to the Collateral owned or
held by it or on its behalf against all persons and to defend the Security
Interest of the Administrative Agent in such Collateral and the priority thereof
against any Lien not expressly permitted pursuant to the Loan Documents.
(e) Each of the Grantors shall, at its own expense, execute,
acknowledge, deliver and cause to be duly filed all such further instruments and
documents and take all such actions as the Administrative Agent may from time to
time reasonably request to preserve, protect and perfect the Security Interest
granted by it and the rights and remedies created hereby,
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including the payment of any fees and taxes required in connection with its
execution and delivery of this Security Agreement, the granting by it of the
Security Interest and the filing of any financing statements or other documents
in connection herewith or therewith.
(f) Each of the Grantors shall remain liable to observe and perform
all the conditions and obligations to be observed and performed by it under each
contract, agreement or instrument relating to the Collateral, all in accordance
with the terms and conditions thereof, and such Grantor shall, jointly with the
other Grantors and severally, indemnify and hold harmless the Secured Parties
from and against any and all liability for such performance.
(g) None of the Grantors shall make or permit to be made an
assignment, pledge or hypothecation of the Collateral owned or held by it or on
its behalf, or shall grant any other Lien in respect of such Collateral, except
as expressly permitted by the Loan Documents. Except for the Security Interest
and Permitted Liens, no Grantor shall make or permit to be made any transfer of
such Collateral, and each Grantor shall remain at all times in possession of
such Collateral and shall remain the direct owner, beneficially and of record,
of the Pledged Equity included in such Collateral, except that prior to the
occurrence and during the continuance of an Event of Default, the Grantors may
use and dispose of the Collateral in any lawful manner not inconsistent with the
provisions of this Security Agreement, the Credit Agreement or any other Loan
Document. Without limiting the generality of the foregoing, each Grantor shall
not permit any Inventory to be in the possession or control of any warehouseman,
bailee, agent or processor at any time unless such warehouseman, bailee, agent
or processor shall have been notified of the Security Interest and shall have
agreed in writing to hold such Inventory subject to the Security Interest and
the instructions of the Administrative Agent and to waive and release any Lien
held by it with respect to such Inventory, whether arising by operation of law
or otherwise.
(h) None of the Grantors will, without the Administrative Agent's
prior written consent, grant any extension of the time of payment of any
Accounts Receivable or any of the Pledged Debt, compromise, compound or settle
the same for less than the full amount thereof or allow any credit or discount
whatsoever thereon, other than extensions, credits, discounts, compromises or

settlements granted or made in the ordinary course of business and consistent
with its current practices and in accordance with such prudent and standard
practices used in industries that are the same as or similar to those in which
such Grantor is engaged.
(i) The Grantors, at their own expense, shall maintain or cause to be
maintained insurance covering physical loss or damage to the Inventory and
Equipment in accordance with Section 7.6 of the Credit Agreement. Each Grantor
irrevocably makes, constitutes and appoints the Administrative Agent (and all
officers, employees or agents designated by the Administrative Agent) as such
Grantor's true and lawful agent (and attorney-in-fact) for the purpose, during
the continuance of an Event of Default, of making, settling and adjusting claims
in respect of Collateral under policies of insurance, endorsing the name of such
Grantor on any check, draft, instrument or other item of payment for the
proceeds of such policies of insurance and for making all determinations and
decisions with respect thereto; all acts of such attorney being hereby ratified
and confirmed; such power, being coupled with an interest, is irrevocable. In
the event that any Grantor at any time or times shall fail to obtain or maintain
any of the policies of insurance required hereby or to pay any premium in whole
or part relating thereto, the Administrative Agent may, without waiving or
releasing any obligation or
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liability of the Grantors hereunder or any Event of Default, in its sole
discretion, obtain and maintain such policies of insurance and pay such premium
and take any other actions with respect thereto as the Administrative Agent
deems advisable. All sums disbursed by the Administrative Agent in connection
with this paragraph, including reasonable attorneys' fees, court costs, expenses
and other charges relating thereto, shall be payable, upon demand, by the
Grantors to the Administrative Agent and shall be additional Obligations secured
hereby.
(j) After the occurrence of an Event of Default and during the
continuance, upon request of the Administrative Agent, each Grantor shall legend
its Accounts Receivable, its Pledged Debt and its books, records and documents
evidencing or pertaining thereto with an appropriate reference to the fact that
such Accounts Receivable have been assigned to the Administrative Agent for the
ratable benefit of the Secured Parties and that the Administrative Agent has a
security interest therein for the ratable benefit of the Secured Parties.
(k) Each Grantor shall: (i) not (and shall cause each of its
licensees not to) do any act, or omit to do any act, whereby any Patent that is
material to the conduct of such Grantor's business may become invalidated or
dedicated to the public; (ii) (and shall cause each of its licensees to)
continue to mark any products covered by a Patent material to the conduct of
such Grantor's business with the relevant patent number as necessary and
sufficient to establish and preserve its maximum rights under applicable patent
laws; (iii) for each Trademark material to the conduct of such Grantor's
business, (A) maintain (and shall cause each of its licensees to maintain) such
Trademark in full force free from any claim of abandonment or invalidity for
non-use, (B) maintain (and shall cause each of its licensees to maintain) the
quality of products and services offered under such Trademark, (C) display (and
shall cause each of its licensees to display) such Trademark with notice of
federal or foreign registration to the extent necessary and sufficient to
establish and preserve its rights under applicable law and (D) not knowingly use
or knowingly permit the use of such Trademark in violation of any third party's
valid and legal rights; (iv) for each work covered by a Copyright material to
the conduct of such Grantor's business, continue to publish, reproduce, display,
adopt and distribute the work with appropriate copyright notice as necessary and
sufficient to establish and preserve its maximum rights under applicable
copyright laws; (v) notify the Administrative Agent promptly if it knows or has
reason to know that any Intellectual Property material to the conduct of its
business may become abandoned, lost or dedicated to the public, or of any
adverse determination or development (including the institution of, or any such
determination or development in, any proceeding in the United States Patent and
Trademark Office, United States Copyright Office or any court or similar office
of any country) regarding such Grantor's ownership of any Intellectual Property,
its right to register the same, or to keep and maintain the same; (vi) promptly
inform the Administrative Agent in the event that it shall, either itself or
through any agent, employee, licensee or designee, file an application for any
Intellectual Property (or for the registration of any Trademark or copyright) in
each case material to its business, with the United States Patent and Trademark
Office, United States Copyright Office or any office or agency in any political
subdivision of the United States or in any other country or any political
subdivision thereof, and, upon request of the Administrative Agent, execute and
deliver any and all agreements, instruments, documents and papers as the
Administrative Agent may reasonably request to evidence the Administrative
Agent's security interest in such Patent, Trademark or Copyright, and each
Grantor hereby appoints the Administrative Agent as its attorney-in-fact to
execute and file such writings for the foregoing purposes, all acts of such
attorney being hereby ratified and
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confirmed; such power, being coupled with an interest, is irrevocable; and (vii)
take all necessary steps that are consistent with the practice in any proceeding
before the United States Patent and Trademark Office, United States Copyright
Office or any office or agency in any political subdivision of the United States
or in any other country or any political subdivision thereof, to maintain and
pursue each material application relating to the Patents, Trademarks or
Copyrights (and to obtain the relevant grant or registration) and to maintain
each issued Patent and each registration of the Trademarks and Copyrights that
is material to the conduct of such Grantor's business, including timely filings
of applications for renewal, affidavits of use, affidavits of incontestability
and payment of maintenance fees, and, if consistent with good business judgment,
to initiate opposition, interference and cancellation proceedings against third
parties. In the event that any Grantor has reason to believe that any Collateral
consisting of a Patent, Trademark or Copyright material to the conduct of any
Grantor's business has been or is about to be infringed, misappropriated or
diluted by a third party, which infringement, misappropriation or dilution could
reasonably be expected to have a Material Adverse effect, such Grantor promptly
shall notify the Administrative Agent and shall, if consistent with good
business judgment, promptly sue for infringement, misappropriation or dilution
and to recover any and all damages for such infringement, misappropriation or
dilution, and take such other actions as are appropriate under the circumstances
to protect such Collateral. Upon and during the continuance of an Event of
Default, each Grantor shall use its best efforts to obtain all requisite
consents or approvals by the licensor of each Copyright License, Patent License
or Trademark License to effect the assignment of all of such Grantor's right,
title and interest thereunder to the Administrative Agent or its designee.
6.

Certain Rights as to the Collateral; Attorney-In-Fact

(a) Except as otherwise provided in the Credit Agreement, so long as
no Event of Default shall have occurred and be continuing:
(i)
Each Grantor shall be entitled to exercise any and all
voting and other consensual rights pertaining to the Collateral or any part
thereof for any purpose not inconsistent with the terms of this Security
Agreement and the other Loan Documents, provided, that such Grantor shall not
exercise or refrain from exercising any such right without the prior written
consent of the Administrative Agent if such action or inaction would have a
material adverse effect on the value of the Collateral, or any part thereof, or
the validity, priority or perfection of the security interests granted hereby or
the remedies of the Secured Parties hereunder.
(ii)
Subject to the terms, covenants and conditions of the
Credit Agreement, each Grantor shall be entitled to receive and retain any and
all dividends, principal, interest and other distributions paid in respect of
the Collateral to the extent not prohibited by this Security Agreement or the
other Loan Documents, provided, that any and all (A) dividends, principal,
interest and other distributions paid or payable other than in cash in respect
of, and instruments (other than checks in payment of cash dividends) and other
Property received, receivable or otherwise distributed in respect of, or in
exchange for, Collateral, (B) dividends and other distributions paid or payable
in cash in respect of any Collateral in connection with a partial or total
liquidation or dissolution or in connection with a reduction of capital, capital
surplus or paid-in-surplus, and (C) cash paid, payable or otherwise distributed
in redemption of,
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or in exchange for, any Collateral, shall, if required by the terms, covenants
or conditions of the Credit Agreement (i) be delivered to the Administrative
Agent to be held as Collateral or (ii) if received by such Grantor, be received
in trust for the benefit of the Administrative Agent and the other Secured
Parties, be segregated from the other Property of such Grantor, and be forthwith
delivered to the Administrative Agent as Collateral in the same form as so
received (with any necessary endorsement or assignment).
(iii) The Administrative Agent shall execute and deliver (or
cause to be executed and delivered) to the Grantors, at the Grantors' expense,
all such proxies and other instruments as the Grantors may reasonably request
for the purpose of enabling the Grantors to exercise the voting and other rights
which it is entitled to exercise pursuant to clause (i) above and to receive the
dividends, principal or interest payments, or other distributions which it is
authorized to receive and retain pursuant to clause (ii) above.
(b)

Upon the occurrence and during the continuance of an Event of

Default:
(i)
All rights of each Grantor to (A) exercise the voting and
other consensual rights which it would otherwise be entitled to exercise
pursuant to Section 6(a)(i) shall, upon notice to such Grantor by the
Administrative Agent, cease and (B) receive the dividends, principal and
interest payments and other distributions which it would otherwise be authorized

to receive and retain pursuant to Section 6(a)(ii) shall automatically cease,
and all such rights shall thereupon become vested in the Administrative Agent
for the ratable benefit of the Secured Parties, which shall thereupon have the
right, but not the obligation, to exercise such voting and other consensual
rights and to receive and hold as Collateral such dividends, principal or
interest payments and distributions.
(ii)
All dividends, principal and interest payments and other
distributions which are received by any Grantor contrary to the provisions of
Section 6(b)(i) shall be received in trust for the benefit of the Administrative
Agent and the other Secured Parties, shall be segregated from other funds of
such Grantor and shall be forthwith paid over to the Administrative Agent as
Collateral in the same form as so received (with any necessary endorsement).
(c) In the event that all or any part of the securities or
instruments constituting the Collateral are lost, destroyed or wrongfully taken
while such securities or instruments are in the possession of the Administrative
Agent, the Grantors shall cause the delivery of new securities or instruments in
place of the lost, destroyed or wrongfully taken securities or instruments upon
request therefor by the Administrative Agent without the necessity of any
indemnity bond or other security other than the Secured Parties' agreement or
indemnity therefor customary for security agreements similar to this Security
Agreement.
(d) Each Grantor hereby irrevocably appoints the Administrative Agent
such Grantor's attorney-in-fact, with full authority in the place and stead of
such Grantor and in the name of such Grantor or otherwise, from time to time at
any time when an Event of Default exists, in the Administrative Agent's
discretion, to take any action and to execute any instrument which the
Administrative Agent may deem necessary or advisable to accomplish the purposes
of this Security Agreement, including, without limitation:
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(i)
to ask for, demand, collect, sue for, recover, compromise,
receive and give acquittance and receipts for moneys due and to become due under
or in respect of any of the Collateral, and to receive, indorse, and collect any
drafts or other chattel paper, instruments and documents in connection
therewith,
(ii)
to file any claims or take any action or institute any
proceedings which the Administrative Agent may deem necessary or desirable for
the collection of any of the Collateral or otherwise to enforce the rights of
the Administrative Agent or any of the other Secured Parties with respect to any
of the Collateral, and
(iii) to receive, indorse and collect all instruments made
payable to such Grantor representing any dividend, principal payment, interest
payment or other distribution in respect of the Collateral or any part thereof
and to give full discharge for the same. The powers granted to the
Administrative Agent under this Section constitute a power coupled with an
interest which shall be irrevocable by such Grantor and shall survive until all
of the Obligations have been indefeasibly paid in full in cash and all
commitments to lend in respect of the Obligations have been terminated.
(e) If any Grantor fails to perform any agreement contained herein,
the Administrative Agent may itself perform, or cause performance of, such
agreement, and the reasonable expenses of the Administrative Agent incurred in
connection therewith shall be payable by the Grantors under Section 9.
(f) The powers conferred on the Administrative Agent hereunder are
solely to protect its interest in the Collateral and shall not impose any duty
upon it to exercise any such powers. Except for the safe custody of any
Collateral in its possession and the accounting for moneys actually received by
it hereunder, the Administrative Agent shall have no duty as to any Collateral.
The Administrative Agent shall be deemed to have exercised reasonable care in
the custody and preservation of the Collateral in its possession if the
Collateral is accorded treatment substantially equal to that which the
Administrative Agent accords its own property.
7.

Remedies upon Default

(a) Upon the occurrence and during the continuance of an Event of
Default, each of the Grantors shall deliver each item of Collateral to the
Administrative Agent on demand, and the Administrative Agent shall have in any
jurisdiction in which enforcement hereof is sought, in addition to any other
rights and remedies, the rights and remedies of a secured party under the NYUCC
or the UCC of any jurisdiction in which the Collateral is located, including,
without limitation, the right, with or without legal process and with or without
prior notice or demand for performance, to take possession of the Collateral and
without liability for trespass to enter any premises where the Collateral may be
located for the purpose of taking possession of or removing the Collateral (and
for that purpose the Administrative Agent may, so far as the Grantors can give
authority therefor, enter upon any premises on which the Collateral may be

situated and remove the Collateral therefrom) and, generally, to exercise any
and all rights afforded to a secured party under the UCC or other applicable
law. Without limiting the generality of the foregoing, each of the Grantors
agrees that the Administrative Agent shall have the right, subject to the
mandatory requirements of applicable law, to sell or otherwise dispose of
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all or any part of the Collateral, at public or private sale or at any broker's
board or on any securities exchange, for cash, upon credit or for future
delivery as the Lender shall deem appropriate. Each such purchaser at any such
sale shall hold the property sold absolutely, free from any claim or right on
the part of any Grantor, and each of the Grantors hereby waives (to the extent
permitted by law) all rights of redemption, stay, valuation and appraisal which
such Grantor now has or may at any time in the future have under any rule of law
or statute now existing or hereafter enacted.
(b) Unless the Collateral is perishable or threatens to decline
speedily in value or is of a type customarily sold on a recognized market, the
Administrative Agent shall give to the Borrower at least ten Business Days prior
written notice of the time and place of any public sale of Collateral or of the
time after which any private sale or any other intended disposition is to be
made. Each Grantor hereby acknowledges that ten Business Days prior written
notice of such sale or sales shall be reasonable notice. Each Grantor hereby
waives any and all rights that it may have to a judicial hearing in advance of
the enforcement of any of the Secured Parties' rights hereunder, including,
without limitation, the right of the Administrative Agent following an Event of
Default to take immediate possession of the Collateral and to exercise the
Secured Parties' rights with respect thereto.
(c) Any such public sale shall be held at such time or times within
ordinary business hours and at such place or places as the Administrative Agent
may fix and state in the notice (if any) of such sale. At any such sale, the
Collateral, or portion thereof, to be sold may be sold in one lot as an entirety
or in separate parcels, as the Administrative Agent may (in its sole and
absolute discretion) determine. The Administrative Agent shall not be obligated
to make any sale of any Collateral if it shall reasonably determine not to do
so, regardless of the fact that notice of sale of such Collateral shall have
been given. The Administrative Agent may, without notice or publication, adjourn
any public or private sale or cause the same to be adjourned from time to time
by announcement at the time and place fixed for sale, and such sale may, without
further notice, be made at the time and place to which the same was so
adjourned. In case any sale of all or any part of the Collateral is made on
credit or for future delivery, the Collateral so sold may be retained by the
Administrative Agent until the sale price is paid by the purchaser or purchasers
thereof, but the Secured Parties shall not incur any liability in case any such
purchaser or purchasers shall fail to take up and pay for the Collateral so sold
and, in case of any such failure, such Collateral may be sold again upon like
notice. At any public (or, to the extent permitted by applicable law, private)
sale made pursuant to this Section, any Secured Party may bid for or purchase,
free from any right of redemption, stay, valuation or appraisal on the part of
any Grantor (all said rights being also hereby waived and released), the
Collateral or any part thereof offered for sale and may make payment on account
thereof by using any claim then due and payable to such Secured Party from any
Grantor as a credit against the purchase price, and such Secured Party may, upon
compliance with the terms of sale, hold, retain and dispose of such property
without further accountability to any Grantor therefor. For purposes hereof, (i)
a written agreement to purchase the Collateral or any portion thereof shall be
treated as a sale thereof, (ii) such Secured Party shall be free to carry out
such sale pursuant to such agreement and (iii) none of the Grantors shall be
entitled to the return of the Collateral or any portion thereof subject thereto,
notwithstanding the fact that after such Secured Party shall have entered into
such an agreement all Events of Default shall have been remedied and the
Obligations paid in full in cash and all commitments to lend in respect of the
Obligations terminated. As an
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alternative to exercising the power of sale herein conferred upon it, the
Secured Parties may proceed by a suit or suits at law or in equity to foreclose
upon the Collateral and to sell the Collateral or any portion thereof pursuant
to a judgment or decree of a court or courts having competent jurisdiction or
pursuant to a proceeding by a court-appointed receiver.
(d) Any sale pursuant to the provisions of this Section 7 shall be
deemed to conform to commercially reasonable standards as provided in Section
9-610 of the NYUCC or the UCC of any other jurisdiction in which Collateral is
located or any other requirement of applicable law. Without limiting the
foregoing, each Grantor agrees and acknowledges that, to the extent that
applicable law imposes duties on the Administrative Agent and the other Secured
Parties to exercise remedies in a commercially reasonable manner, it shall be
commercially reasonable for the Secured Parties to do any or all of the
following: (i) fail to incur expenses deemed significant by the Secured Parties

to prepare Collateral for disposition or otherwise to complete raw materials or
work in process into finished goods or other finished products for disposition;
(ii) fail to obtain third party consents for access to Collateral to be disposed
of, or to obtain or, if not required by other law, to fail to obtain
governmental or third party consents for the collection or disposition of
Collateral to be collected or disposed of, (iii) fail to exercise collection
remedies against Account Debtors or other persons obligated on Collateral or to
remove Liens on any Collateral, (iv) exercise collection remedies against
Account Debtors and other persons obligated on Collateral directly or through
the use of collection agencies and other collection specialists, (v) advertise
dispositions of Collateral through publications or media of general circulation,
whether or not the Collateral is of a specialized nature, (vi) contact other
Persons, whether or not in the same business as the Grantors, for expressions of
interest in acquiring all or any portion of the Collateral, (vii) hire one or
more professional auctioneers to assist in the disposition of Collateral,
whether or not the Collateral is of a specialized nature, (viii) dispose of
Collateral utilizing Internet sites that provide for the auction of assets of
the types included in the Collateral or that have reasonable capability of doing
so, or that match buyers and sellers of assets, (ix) disclaim dispositions of
warranties, (x) purchase (or fail to purchase) insurance or credit enhancements
to insure the Secured Parties against risk of loss, collection or disposition of
Collateral or to provide to the Secured Parties a guaranteed return from the
collection or disposition of Collateral, or (xi) to the extent deemed
appropriate by the Administrative Agent, obtain the services of other brokers,
investment bankers, consultants and other professionals to assist the
Administrative Agent in the collection or disposition of any of the Collateral.
Nothing in this Section 7 shall be construed to grant any rights to the Grantors
or to impose any duties on the Secured Parties that would not have been granted
or imposed by this Security Agreement or applicable law in the absence of this
Section 7 and the parties hereto acknowledge that the purpose of this Section 7
is to provide non-exhaustive indications of what actions or omissions by the
Administrative Agent and the other Secured Parties would be deemed commercially
reasonable in the exercise by the Secured Parties of remedies against the
Collateral and that other actions or omissions by the Administrative Agent or
any other Secured Party shall not be deemed commercially unreasonable solely on
account of not being set forth in this Section 7.
(e) For the purpose of enabling the Administrative Agent to exercise
rights and remedies under this Section, each Grantor hereby grants to the
Administrative Agent an irrevocable, non-exclusive license (exercisable without
payment of royalty or other compensation to the Grantors) to use, license or
sub-license any of the Collateral consisting of
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licensed Intellectual Property not owned by such Grantor, so long as such right
to use, license or sub-license does not cause a termination or breach of such
licensed Intellectual Property, now held or hereafter acquired by such Grantor,
and wherever the same may be located, and including in such license reasonable
access to all media in which any of the licensed items may be recorded or stored
and to all computer software and programs used for the compilation or printout
thereof. Each Grantor shall use reasonable efforts to obtain the Administrative
Agent's right to use, license or sub-license the licensed Intellectual Property
contemplated in the preceding sentence. The use of such license by the
Administrative Agent shall be exercised, at the option of the Administrative
Agent, upon the occurrence and during the continuation of an Event of Default;
provided that any license, sub-license or other transaction entered into by the
Administrative Agent in accordance herewith shall be binding upon the Grantors
notwithstanding any subsequent cure of an Event of Default. Any royalties and
other payments received by the Administrative Agent shall be applied in
accordance with Section 8.
(f) WITHOUT LIMITING THE GENERALITY OF THE FOREGOING PROVISIONS OF
THIS SECTION AND WITHOUT DEROGATING FROM ANY RIGHT, REMEDY OR OTHER PROVISION
CONTAINED IN THE CREDIT AGREEMENT OR ANY OTHER LOAN DOCUMENT, AT ANY TIME FROM
AND AFTER SIXTY (60) DAYS AFTER THE OCCURRENCE OF AN EVENT OF DEFAULT UNDER
SECTIONS 9.1(a) OR 9.1(b) OF THE CREDIT AGREEMENT, THE ADMINISTRATIVE AGENT
SHALL HAVE THE RIGHT TO APPLY FOR AND HAVE A RECEIVER APPOINTED BY A COURT OF
COMPETENT JURISDICTION IN ANY ACTION TAKEN BY THE ADMINISTRATIVE AGENT TO
ENFORCE THE SECURED PARTIES' RIGHTS AND REMEDIES HEREUNDER IN ORDER TO MANAGE,
PROTECT AND PRESERVE THE COLLATERAL AND CONTINUE THE OPERATION OF THE BUSINESS
OF THE BORROWER, OR TO SELL OR DISPOSE OF THE COLLATERAL, AND TO COLLECT ALL
REVENUES AND PROFITS THEREOF AND APPLY THE SAME TO THE PAYMENT OF ALL EXPENSES
AND OTHER CHARGES OF SUCH RECEIVERSHIP, INCLUDING THE COMPENSATION OF THE
RECEIVER, SAID EXPENSES TO CONSTITUTE PART OF THE OBLIGATIONS, AND TO THE
PAYMENT OF THE OBLIGATIONS AS AFORESAID.
8.

Application of Proceeds of Sale

The Administrative Agent shall apply the proceeds of any collection or
sale of the Collateral, as well as any Collateral consisting of cash, first, to
the payment of all costs and expenses incurred by the Secured Parties in
connection with such collection or sale or otherwise in connection with this
Security Agreement, any other Loan Document or any of the Obligations, including

all court costs and the reasonable fees and expenses of their respective agents
and legal counsel, the repayment of all advances made by the Secured Parties
hereunder or under any other Loan Document on behalf of any Grantor and any
other costs or expenses incurred in connection with the exercise of any right or
remedy hereunder or under any other Loan Document, second, to the payment of
fees owing to the Secured Parties and all accrued unpaid interest on the
principal amount of the Obligations, third, to the payment of the principal
amount of the Obligations (including any termination payment under any Hedging
Agreement constituting an Obligation) in accordance with the terms of the Credit
Agreement, and fourth, to the Grantors, their respective successors or assigns,
or as a court of competent jurisdiction may otherwise direct. The Secured
Parties shall have absolute discretion as to the time of application of any
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such proceeds, moneys or balances in accordance with this Security Agreement.
Upon any sale of the Collateral by the Administrative Agent (including pursuant
to a power of sale granted by statute or under a judicial proceeding), the
receipt of the purchase money by the Administrative Agent or of the officer
making the sale shall be a sufficient discharge to the purchaser or purchasers
of the Collateral so sold and such purchaser or purchasers shall not be
obligated to see to the application of any part of the purchase money paid over
to the Administrative Agent or such officer or be answerable in any way for the
misapplication thereof.
9.

Reimbursement of the Secured Parties

(a) Each of the Grantors shall, jointly with the other Grantors and
severally, pay upon demand to the Administrative Agent the amount of any and all
reasonable expenses, including the reasonable fees, other charges and
disbursements of counsel and of any experts or agents, that any Secured Party
may incur as provided in the Credit Agreement.
(b) Without limitation of its indemnification obligations under the
other Loan Documents, each of the Grantors shall, jointly with the other
Grantors and severally, indemnify each Secured Party and its directors,
officers, employees, advisors, agents, successors and assigns (each an
"Indemnitees") against, and hold each Indemnitee harmless from, any and all
losses, claims, damages, liabilities and related expenses, including reasonable
counsel fees, other charges and disbursements, incurred by or asserted against
any Indemnitee arising out of, in any way connected with, or as a result of (i)
the execution or delivery by such Grantor of this Security Agreement or any
other Loan Document or any agreement or instrument contemplated hereby or
thereby, the performance by such Grantor of its obligations under this Security
Agreement or any of the other Loan Documents and the other transactions
contemplated hereby or thereby or (ii) any claim, litigation, investigation or
proceeding relating to any of the foregoing, whether or not any Indemnitee is a
party thereto, provided that such indemnity shall not, as to any Indemnitee, be
available to the extent that such losses, claims, damages, liabilities or
related expenses are determined by a court of competent jurisdiction by final
and nonappealable judgment to have resulted from the gross negligence or willful
misconduct of such Indemnitee.
(c) Any amounts payable as provided hereunder shall be additional
Obligations secured hereby and by the other Security Documents. The provisions
of this Section shall remain operative and in full force and effect regardless
of the termination of this Security Agreement or any other Loan Document, the
consummation of the transactions contemplated hereby, the repayment of any of
the Obligations, the termination of any commitment to lend in respect of any of
the Obligations, the invalidity or unenforceability of any term or provision of
this Security Agreement or any other Loan Document or any investigation made by
or on behalf of any of the Secured Parties. All amounts due under this Section
shall be payable on written demand therefor and shall bear interest at the rate
specified in Section 3.1(b) of the Credit Agreement.
10.

Waivers; Amendment

(a) No failure or delay of the Secured Parties in exercising any
power or right hereunder shall operate as a waiver thereof, nor shall any single
or partial exercise of any such
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right or power, or any abandonment or discontinuance of steps to enforce such a
right or power, preclude any other or further exercise thereof or the exercise
of any other right or power. The rights and remedies of the Secured Parties
hereunder and under the other Loan Documents are cumulative and are not
exclusive of any rights or remedies that they would otherwise have. No waiver of
any provision of this Security Agreement or any other Loan Document or consent
to any departure by any Grantor therefrom shall in any event be effective unless
the same shall be permitted by paragraph (c) of this Section, and then such
waiver or consent shall be effective only in the specific instance and for the
purpose for which given. No notice or demand on any Grantor in any case shall

entitle such Grantor to any other or further notice or demand in similar or
other circumstances.
(b) The Grantors hereby waive presentment, demand, notice, protest
and, except as is otherwise provided herein, all other demands and notices in
connection with this Agreement or the enforcement of the Secured Parties' rights
hereunder or in connection with any Obligations or any Collateral; consent to
and waive notice of the granting of renewals, extensions of time for payment or
other indulgences to the Grantors or to any account debtor in respect of any
Account Receivable, or substitution, release or surrender of any Collateral, the
addition or release of persons primarily or secondarily liable on any Obligation
or on any Account Receivable or other Collateral, the acceptance of partial
payments on any Obligation or on any Account Receivable or other Collateral
and/or the settlement or compromise thereof. The Grantors also hereby waive any
rights and/or defenses the Grantors may have under any anti-deficiency laws or
other laws limiting, qualifying or discharging the Obligations and/or the
Secured Parties' remedies against the Grantors. The Grantors' waivers under this
section have been made voluntarily, intelligently and knowingly and after the
Grantors have been apprised and counseled by their attorneys as to the nature
thereof and their possible alternative rights. The Secured Parties shall not be
required to marshal any present or future collateral security (including but not
limited to the Collateral) for, or other assurances of payment of, the
Obligations or any of them or to resort to such collateral security or other
assurances of payment in any particular order, and all of their rights hereunder
and in respect of such collateral security and other assurances of payment shall
be cumulative and in addition to all other rights, however existing or arising.
To the extent that they lawfully may, the Grantors hereby agree that they will
not invoke any law relating to the marshaling of collateral which might cause
delay in or impede the enforcement of the Secured Parties' rights under this
Security Agreement or under any other instrument creating or evidencing any of
the Obligations or under which any of the Obligations is outstanding or by which
any of the Obligations is secured or payment thereof is otherwise assured, and,
to the extent that they lawfully may, the Grantors hereby irrevocably waive the
benefits of all such laws.
(c) Neither this Security Agreement nor any provision hereof may be
waived, amended or modified except pursuant to a written agreement entered into
by, between or among the Administrative Agent and the other parties hereto with
respect to which such waiver, amendment or modification is to apply and except
in accordance with the requirements of the Credit Agreement.
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11.

Securities Laws

In view of the position of the Grantors in relation to the Pledged
Securities, or because of other current or future circumstances, a question may
arise under the Securities Act of 1933, as now or hereafter in effect, or any
similar statute hereafter enacted analogous in purpose or effect (such Act and
any such similar statute as from time to time in effect being called the
"Federal securities laws") with respect to any disposition of the Pledged
Securities permitted hereunder. Each of the Grantors understands that compliance
with the Federal securities laws might very strictly limit the course of conduct
of the Secured Parties if the Secured Parties were to attempt to dispose of all
or any part of the Pledged Securities, and might also limit the extent to which
or the manner in which any subsequent transferee of any Pledged Securities could
dispose of the same. Similarly, there may be other legal restrictions or
limitations affecting the Secured Parties in any attempt to dispose of all or
part of the Pledged Securities under applicable Blue Sky or other state
securities laws or similar laws analogous in purpose or effect. Each of the
Grantors recognizes that in light of such restrictions and limitations, the
Administrative Agent may, with respect to any sale of the Pledged Securities,
limit the purchasers to those who will agree, among other things, to acquire
such Pledged Securities for their own account, for investment, and not with a
view to the distribution or resale thereof. Each of the Grantors acknowledges
and agrees that in light of such restrictions and limitations, the
Administrative Agent, in its sole and absolute discretion, (i) may proceed to
make such a sale whether or not a registration statement for the purpose of
registering such Pledged Securities, or any part thereof, shall have been filed
under the Federal securities laws and (ii) may approach and negotiate with a
single potential purchaser to effect such sale. Each of the Grantors
acknowledges and agrees that any such sale might result in prices and other
terms less favorable to the seller than if such sale were a public sale without
such restrictions. In the event of any such sale, the Administrative Agent and
the other Secured Parties shall incur no responsibility or liability for selling
all or any part of the Pledged Securities at a price that the Administrative
Agent, in its sole and absolute discretion, may in good faith deem reasonable
under the circumstances, notwithstanding the possibility that a substantially
higher price might have been realized if the sale were deferred until after
registration as aforesaid or if more than a single purchaser were approached.
The provisions of this Section will apply notwithstanding the existence of a
public or private market upon which the quotations or sales prices may exceed
substantially the price at which the Administrative Agent sells.

12.

Security Interest Absolute

All rights of the Administrative Agent and the other Secured Parties
hereunder, the Security Interest and all obligations of each of the Grantors
hereunder shall be absolute and unconditional, and to the extent such Grantor is
a surety of any other Grantor, irrespective of (a) any lack of validity or
enforceability of the Credit Agreement, any other Loan Document, any agreement
with respect to any of the Obligations or any other agreement or instrument
relating to any of the foregoing, (b) any change in the time, manner or place of
payment of, or in any other term of, all or any of the Obligations, or any other
amendment or waiver of or any consent to any departure from the Credit
Agreement, any other Loan Document or any other agreement or instrument relating
to any of the foregoing, (c) any exchange, release, subordination or
non-perfection of any Lien on any other collateral, or any release or amendment
or waiver of, or consent under, or departure from, any guaranty, securing or
guaranteeing all or any of the
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Obligations or (d) any other circumstance that might otherwise constitute a
defense available to, or a discharge of, any Grantor in respect of the
Obligations or in respect of this Security Agreement or any other Loan Document
other than the indefeasible payment of the Obligations in full in cash and
termination of all commitments to lend in respect of the Obligations.
13.

Notices

All communications and notices hereunder shall be in writing and given
as provided in Section 11.2 of the Credit Agreement. All communications and
notices hereunder to the Borrower shall be given to it at the address for
notices set forth in such Section, and all communications and notices hereunder
to any other Grantor shall be given to it at the address for notices set forth
on Schedule I.
14.

Binding Effect; Several Agreement; Assignments

Whenever in this Security Agreement any of the parties hereto is
referred to, such reference shall be deemed to include the successors and
assigns of such party; and all covenants, promises and agreements by or on
behalf of any Grantor that are contained in this Security Agreement shall bind
and inure to the benefit of each party hereto and its successors and assigns.
This Security Agreement shall become effective as to any Grantor when a
counterpart hereof executed on behalf of such Grantor shall have been delivered
to the Administrative Agent and a counterpart hereof shall have been executed on
behalf of the Administrative Agent, and thereafter shall be binding upon such
Grantor, the Administrative Agent and the other Secured Parties and their
respective successors and assigns, and shall inure to the benefit of such
Grantor, the Administrative Agent and the other Secured Parties (as third party
beneficiaries) and their respective successors and assigns, except that none of
the Grantors shall have the right to assign its rights or obligations hereunder
or any interest herein or in the Collateral (and any such attempted assignment
shall be void), except as expressly contemplated by this Security Agreement or
the other Loan Documents. This Security Agreement shall be construed as a
separate agreement with respect to each of the Grantors and may be amended,
modified, supplemented, waived or released with respect to any Grantor without
the approval of any other Grantor and without affecting the obligations of any
other Grantor hereunder.
15.

Survival of Agreement; Severability

(a) All covenants, agreements, representations and warranties made by
the Grantors herein and in the certificates or other instruments prepared or
delivered in connection with or pursuant to this Security Agreement or any other
Loan Document shall be considered to have been relied upon by the Secured
Parties and shall survive the execution and delivery of any Loan Documents and
the making of any Loan or other extension of credit, regardless of any
investigation made by the Secured Parties or on their behalf and notwithstanding
that any Secured Party may have had notice or knowledge of any Default or
incorrect representation or warranty at the time any credit is extended under
the Credit Agreement, and shall continue in full force and effect until all of
the Obligations have been indefeasibly paid in full in cash and all commitments
to lend in respect of the Obligations have been terminated.
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(b) In the event any one or more of the provisions contained in this
Security Agreement or any other Loan Document should be held invalid, illegal or
unenforceable in any respect, the validity, legality and enforceability of the
remaining provisions contained herein or therein shall not in any way be
affected or impaired thereby (it being understood that the invalidity of a
particular provision in a particular jurisdiction shall not in and of itself
affect the validity of such provision in any other jurisdiction). The parties
shall endeavor in good-faith negotiations to replace the invalid, illegal or

unenforceable provisions with valid provisions the economic effect of which
comes as close as possible to that of the invalid, illegal or unenforceable
provisions.
(c) This Security Agreement shall continue to be effective or be
reinstated, as the case may be, if at any time any amount received by any of the
Secured Parties in respect of the Collateral is rescinded or must otherwise be
restored or returned by such Secured Party upon the insolvency, bankruptcy,
dissolution, liquidation or reorganization of any of the Grantors or any other
Person from time to time liable in respect of the Obligations, or upon the
appointment of any intervenor or conservator of, or trustee or similar official
for, any of the Grantors or any such other Person or any substantial part of its
or their properties, or otherwise, all as though such payments had not been
made.
(d) Upon the payment in full of the Obligations and the termination
of the Commitments, the Administrative Agent, upon the request, and at the
expense, of the Borrower, shall execute and deliver all such documentation
necessary to release the liens created pursuant to this Agreement. In addition,
in connection with any disposition permitted by the terms of the Credit
Agreement, (i) the Collateral that is the subject of such disposition shall, if
the conditions regarding such disposition contained in the Credit Agreement are
satisfied, be deemed automatically released from the lien created by this
Agreement and (ii) the Administrative Agent, upon the request, and at the
expense, of the Borrower, shall execute and deliver all such documentation
necessary to release the liens created pursuant to this Agreement in such
Collateral.
16.

GOVERNING LAW

THIS SECURITY AGREEMENT SHALL BE GOVERNED BY, AND CONSTRUED IN
ACCORDANCE WITH, THE INTERNAL LAWS (AS OPPOSED TO THE CONFLICTS OF LAW
PROVISIONS, BUT INCLUDING SECTIONS 5-1401 AND 5-1402 OF THE GENERAL OBLIGATIONS
LAW OF THE STATE OF NEW YORK) AND DECISIONS OF THE STATE OF NEW YORK.
17.

Counterparts

This Security Agreement may be executed in two or more counterparts,
each of which shall constitute an original, but all of which, when taken
together, shall constitute but one contract (subject to Section 14), and shall
become effective as provided in Section 14. Delivery of an executed counterpart
of this Security Agreement by facsimile transmission shall be as effective as
delivery of a manually executed counterpart of this Security Agreement.
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18.

Headings

Section headings used herein are for convenience of reference only,
are not part of this Security Agreement and are not to affect the construction
of, or to be taken into consideration in interpreting, this Security Agreement.
19.

Jurisdiction

(a) Each party hereto hereby irrevocably and unconditionally submits,
for itself and its property, to the nonexclusive jurisdiction of any New York
State court or federal court of the United States of America sitting in New York
City, and any appellate court from any thereof, in any action or proceeding
arising out of or relating to this Security Agreement or the other Loan
Documents, or for recognition or enforcement of any judgment, and each of the
parties hereto hereby irrevocably and unconditionally agrees that, to the extent
permitted by applicable law, all claims in respect of any such action or
proceeding may be heard and determined in such New York State or, to the extent
permitted by applicable law, in such federal court. Each of the parties hereto
agrees that a final judgment in any such action or proceeding shall be
conclusive and may be enforced in other jurisdictions by suit on the judgment or
in any other manner provided by law. Nothing in this Security Agreement shall
affect any right that any party hereto may otherwise have to bring any action or
proceeding relating to this Security Agreement or the other Loan Documents in
the courts of any jurisdiction.
(b) Each of the parties hereto hereby irrevocably and unconditionally
waives, to the fullest extent it may legally and effectively do so, any
objection that it may now or hereafter have to the laying of venue of any suit,
action or proceeding arising out of or relating to this Security Agreement or
the other Loan Documents in any court referred to in paragraph (a) of this
Section. Each of the parties hereto hereby irrevocably waives, to the fullest
extent permitted by law, the defense of an inconvenient forum to the maintenance
of such action or proceeding in any such court.
20.

WAIVER OF JURY TRIAL

EACH PARTY HERETO HEREBY WAIVES, TO THE FULLEST EXTENT PERMITTED BY
APPLICABLE LAW, ANY RIGHT IT MAY HAVE TO A TRIAL BY JURY IN RESPECT OF ANY

LITIGATION DIRECTLY OR INDIRECTLY ARISING OUT OF, UNDER OR IN CONNECTION WITH
THIS SECURITY AGREEMENT. EACH PARTY HERETO (A) CERTIFIES THAT NO REPRESENTATIVE,
AGENT OR ATTORNEY OF ANY OTHER PARTY HAS REPRESENTED, EXPRESSLY OR OTHERWISE,
THAT SUCH OTHER PARTY WOULD NOT, IN THE EVENT OF LITIGATION, SEEK TO ENFORCE THE
FOREGOING WAIVER AND (B) ACKNOWLEDGES THAT IT AND THE OTHER PARTIES HERETO HAVE
BEEN INDUCED TO ENTER INTO THIS SECURITY AGREEMENT BY, AMONG OTHER THINGS, THE
MUTUAL WAIVERS AND CERTIFICATIONS IN THIS SECTION.
21.

Additional Grantors

Upon execution and delivery after the date hereof by the
Administrative Agent and a Subsidiary of an instrument in the form of Annex 3,
such Subsidiary shall become a
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Grantor hereunder with the same force and effect as if originally named as a
Grantor herein. The execution and delivery of any such instrument shall not
require the consent of any Grantor hereunder. The rights and obligations of each
of the Grantors hereunder shall remain in full force and effect notwithstanding
the addition of any new Grantor as a party to this Security Agreement.
22.

Specific Performance

The Grantors stipulate that the Secured Parties' remedies at law, in
the event of any demand, or Default or Event of Default by the Grantors in the
performance of or compliance with any of the terms and provisions of this
Security Agreement on their part to be observed or performed, are not and will
not be adequate, and that such terms may be specifically enforced by a decree
for the specific performance of any agreement or provision contained herein or
by an injunction against a violation of any of the terms of provisions hereof or
otherwise.
[Signature page follows]
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IN WITNESS WHEREOF, the parties hereto have duly executed this Security
Agreement as of the day and year first above written.
MONITRONICS INTERNATIONAL, INC.
By: /s/ Michael Meyers
----------------------------------Name: Michael Meyers
Title: Vice President and CFO
FLEET NATIONAL BANK, as
Administrative Agent
By: /s/ John F. Lynch
-----------------------------Name: John F. Lynch
Title: Senior Vice President
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SCHEDULE I TO SECURITY AGREEMENT
GRANTORS
Grantor

Address for Notices

____________________________________

__________________________________________
__________________________________________
__________________________________________
With a copy to:
__________________________________________
__________________________________________
__________________________________________

____________________________________

__________________________________________
__________________________________________
__________________________________________
With a copy to:
__________________________________________
__________________________________________

__________________________________________
____________________________________

__________________________________________
__________________________________________
__________________________________________
With a copy to:
__________________________________________
__________________________________________
__________________________________________
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ANNEX 1 TO SECURITY AGREEMENT
FORM OF PERFECTION CERTIFICATE
Reference is made to the Credit Agreement (as amended, restated,
supplemented or otherwise modified from time to time, the "Credit Agreement") to
be entered into by and among MONITRONICS INTERNATIONAL, INC., as Borrower, the
Lenders from time to time party thereto, FLEET NATIONAL BANK, as Administrative
Agent for each of the Credit Parties thereto, and BANK OF AMERICA, N.A., as
Syndication Agent for the Credit Parties thereto.
The undersigned, a duly authorized officer of the Borrower, hereby
certifies to the Administrative Agent, the Syndication Agent and the Lenders as
follows:
1.

The Borrower is the following type of entity:

2.

The Borrower's federal employer identification number is:

3.

The Borrower's state of formation or organization is:

4.

According to its organizational documents (copies of which are attached
hereto as Schedule I), the complete legal name of the Borrower is:

5.

According to its organizational documents, the organizational
identification number of the Borrower is:

6.

Attached hereto
through 5 above
Borrower became
in form, nature
time during the

7.

The Borrower is affiliated with, or has ownership or equity interests in,
the following entities (including subsidiaries):
Name of Entity
--------------

as Schedule II is the information required in items 1
for any other business or organization to which the
the successor by merger, consolidation, acquisition, change
or jurisdiction of organization or otherwise, now or at any
past five years.

Relationship to Borrower
------------------------

Ownership Percentage
--------------------
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8.

Following is a list and brief description of all real property owned or
leased by the Borrower, including all properties at which the Borrower
conducts business or maintains books and records or inventory (an asterisk
indicates property owned by the Borrower):
Street Address
--------------

9.

County
------

Zip Code
--------

Description of Arrangement
--------------------------

Following is a list and brief description of each deposit account
maintained by the Borrower:
Name of Depository Institution
------------------------------

11.

State
-----

Following is a brief description of each arrangement pursuant to which any
third party (such as an off-site storage facility, consignee, warehouseman
or purchaser of chattel paper) is or will be in possession of any of the
Borrower's instruments, inventory, chattel paper or equipment:
Name and Address of Third Party
-------------------------------

10.

City or Town
------------

Description of Account
----------------------

Account No.
-----------

Following is a list and brief description of all third-party loans,
advances or other indebtedness to the Borrower, other than indebtedness
incurred in the ordinary course of business:

Name of Obligee
--------------12.

Following is a list and brief description of all investment property owned
by the Borrower (other than the ownership interests described in item 6
above):
Name of Issuer
--------------

13.

Description of Indebtedness
---------------------------

Description of Property
-----------------------

Certificate No.
---------------

Following is the information required by (S)9-502(b) of the Uniform
Commercial Code as currently in effect in the State of New York (the "UCC")
of each state in which any of the assets or properties of the Borrower
consisting of fixtures are or are to be located and the name and address of
each real estate recording office where a mortgage on the real estate on
which such fixtures are or are to be located would be recorded:
Address
-------

County
------

State
-----
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14.

At the present time, there are no delinquent taxes due in respect of the
Borrower's operations, properties or assets, except as follows (explain):

15.

Neither the Borrower, nor any of its subsidiaries or any of their
respective affiliates, have ever been involved in a bankruptcy or
reorganization or similar proceeding except (explain):

16.

Attached hereto as Schedule III is a correct and complete list of each
patent, copyright, trademark, service mark, and each application and
license therefor, owned by or on behalf of the Borrower.

17.

Miscellaneous.

(a) Terms used herein that are defined in the UCC shall have the meanings
ascribed to them in the UCC.
(b) The Borrower will provide the Administrative Agent, the Syndication
Agent and the Lenders prompt written notice of any change or amendment with
respect to any information provided herein.
(c) This Perfection Certificate is a "Loan Document" for purposes of the
Credit Agreement.
[Signature page follows]
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IN WITNESS WHEREOF, the undersigned has duly executed this Perfection
Certificate on _______________, 2003.
MONITRONICS INTERNATIONAL, INC.
By:______________________________
Name:
Title:
29
Schedule I
Organizational Documents
Attached
30
Schedule II
Mergers, Consolidation, Acquisitions, Etc.
31

Schedule III
Intellectual Property
(i)

Patents:
(a)

Patents Issued

- -------------------------------------------------------------------------------Patent No.
Issue Date
Inventor(s)
Title
--------------------------------- -------------------------------------------------------------------------------- -------------------------------------------------------------------------------- -------------------------------------------------------------------------------- -------------------------------------------------------------------------------(b)

Patents Pending

- -------------------------------------------------------------------------------Serial No.
Filing Date
Inventor(s)
Title
---------------------------------- -------------------------------------------------------------------------------- -------------------------------------------------------------------------------- -------------------------------------------------------------------------------- -------------------------------------------------------------------------------(ii) Copyrights:
(a)

Registered

- -------------------------------------------------------------------------------Title
Author(s)
Copyright No.
Registration Date
----------------------------------------- -------------------------------------------------------------------------------- -------------------------------------------------------------------------------- -------------------------------------------------------------------------------- -------------------------------------------------------------------------------(b)

Unregistered

- -------------------------------------------------------------------------------Title
Author(s)
------------- -------------------------------------------------------------------------------- -------------------------------------------------------------------------------- -------------------------------------------------------------------------------- -------------------------------------------------------------------------------32
(iii) Trademarks and Service Marks:
(a) Registrations
- -------------------------------------------------------------------------------Trademark or Service Mark
Registration Date
Registration No.
------------------------------------------------------- -------------------------------------------------------------------------------- -------------------------------------------------------------------------------- -------------------------------------------------------------------------------- -------------------------------------------------------------------------------(b) Pending Applications
- -------------------------------------------------------------------------------Trademark or Service Mark
Filing Date
Registration No.

------------------------------------------------- -------------------------------------------------------------------------------- -------------------------------------------------------------------------------- -------------------------------------------------------------------------------- -------------------------------------------------------------------------------(iv)

Licenses:
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ANNEX 2 TO SECURITY AGREEMENT
FORM OF COLLATERAL PATENT,
TRADEMARK, COPYRIGHT AND LICENSE ASSIGNMENT

COLLATERAL PATENT, TRADEMARK, COPYRIGHT AND LICENSE ASSIGNMENT, dated as of
August __, 2003, among Monitronics International, Inc., a Texas corporation (the
"Assignor"), to Fleet National Bank, as Administrative Agent for the Lenders
from time to time party to the credit agreement referred to below (in such
capacity, the "Assignee").
W I T N E S S E T H:
WHEREAS, the Assignor, the Assignee, Bank of America, N.A., as syndication
agent, and the Lenders from time to time party thereto have entered into a
Credit Agreement dated as of August __, 2003 (as amended, modified, supplemented
and/or extended from time to time, the "Credit Agreement"; capitalized terms
used herein and not otherwise defined shall have the same meanings herein as in
the Credit Agreement); and
WHEREAS, it is a condition to the effectiveness of the Credit Agreement
that, among other things, Assignor execute and deliver to the Assignee this
Agreement.
NOW, THEREFORE, in consideration of the willingness of the Lenders to enter
into the Credit Agreement and to agree, subject to the terms and conditions set
forth therein, to make the Loans to the Assignor pursuant thereto, and for other
good and valuable consideration, the receipt and sufficiency of which are hereby
acknowledged, Assignor agrees as follows:
1.
Incorporation of Loan Documents. The Loan Documents and the terms and
provisions therein are hereby incorporated herein in their entirety by this
reference thereto.
2.
Collateral Assignment of Patents, Trademarks, Copyrights and Licenses.
To secure the complete and timely satisfaction of all of the obligations of
Assignor to the Assignee under the Credit Agreement, the Notes and all other
documents, instruments and agreements delivered by Assignor in connection
therewith (collectively, the "Obligations"), the Assignor hereby mortgages,
pledges and assigns to the Assignee, for and on behalf of the Lenders, as and by
way of a mortgage and security interest having priority over all other security
interests, with power of sale upon the occurrence of an Event of Default, and
grants the Assignee, for and on behalf of the Lenders, a security interest in,
all of Assignor's right, title and interest in and to all of the following,
whether now existing or hereafter arising:
(i) patents and patent applications, including, without limitation,
the inventions and improvements described and claimed therein, and those
patents and patent applications listed on Schedule A attached hereto and
made a part hereof, and (a) the reissues, divisions, continuations,
renewals, extensions and continuations-in-part thereof, (b) all income,
royalties, damages and payments now and hereafter due and/or payable under
and with respect thereto, including, without limitation, damages and
payments for past or future infringements thereof, (c) the right to sue for
past, present and future infringements thereof, and (d) all rights
corresponding thereto throughout the world (all
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of the foregoing patents and applications, together with the items
described in clauses (a) through (d), inclusive, in which Assignor now or
hereafter has any right, title or interest are sometimes hereinafter
individually and/or collectively referred to as the "Patents");
(ii) all service marks, trademarks, trademark or service mark
registrations, trademark or service mark applications, trade names,
copyrights, copyright registrations and copyright applications including,
without limitation, the trademarks, service marks, copyrights and
applications listed on Schedule B attached hereto and made a part hereof,
and (a) renewals thereof, (b) all income, royalties, damages and payments

now and hereafter due and/or payable with respect thereto, including,
without limitation, damages and payments for past or future infringements
thereof, (c) the right to sue for past, present and future infringements
thereof, and (d) all rights corresponding thereto throughout the world (all
of the foregoing service marks, trademarks, registrations, applications and
trade names, together with the items described in clauses (a) through (d),
inclusive, with respect thereto in which Assignor now or hereafter has any
right, title or interest are sometimes hereinafter individually and/or
collectively referred to as the "Marks" and all of the foregoing
copyrights, copyright registrations and copyright applications, together
with the items described in clauses (a) through (d), inclusive, in which
Assignor now or hereafter has any right, title or interest are sometimes
hereinafter individually and/or collectively referred to as the
"Copyrights");
(iii) all Assignor's rights and obligations pursuant to its license
agreements with any other Person or Persons with respect to any Patents,
Marks and Copyrights, whether Assignor is a licensor or licensee under any
such license agreements, including, without limitation, the licenses listed
on Schedule C attached hereto and made a part hereof, and, subject to the
terms of such licenses, the right to prepare for sale, sell and advertise
for sale, all Inventory now or hereafter owned by the Assignor and now or
hereafter covered by such licenses (all of the foregoing is hereinafter
referred to collectively as the "Licenses"); and
(iv) the goodwill of Assignor's business connected with and
symbolized by the Marks;
provided, however, that there shall be excluded from the foregoing collateral
assignment and grant of a security interest any of the existing Licenses to
which Assignor is a licensee (and any Patents, Marks and Copyrights currently
licensed by others to Assignor pursuant to such Licenses), in each case to the
extent (but only to the extent) that the applicable License lawfully prohibits
such collateral assignment or grant of a security interest; provided further,
however, that, upon the Assignee's request, Assignor will use its best efforts
to obtain any consent needed to subject any such property to this collateral
assignment and grant of a security interest.
3.
Restrictions on Future Agreements. Assignor agrees and covenants that,
until the Obligations shall have been satisfied in full and the Credit Agreement
shall have been terminated, Assignor will not, without the Assignee's prior
written consent, take any action or enter into any agreement, including, without
limitation, entering into any license agreement, which is inconsistent with
Assignor's obligations under this Agreement, and Assignor further agrees and
covenants that without the Assignee's prior written consent it will not take any
action, or permit any action to be taken by others subject to its control,
including its licensees, or fail to
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take any action which would affect the validity or enforcement or nature of the
rights transferred to the Assignee, for and on behalf of the Lenders under this
Agreement. Assignor agrees and covenants not to sell or assign its interest in,
or grant any license under, the Patents, Marks, Copyrights or Licenses without
receiving the prior written consent of the Assignee thereto.
4.
Certain Covenants, Representations and Warranties of Assignor.
Assignor covenants, represents and warrants (to the best of Assignor's knowledge
with respect to any Patents, Marks and Copyrights which are licensed by third
parties to Assignor) that: (i) the Patents, Marks, Copyrights and Licenses are
subsisting, have not been adjudged invalid or unenforceable in whole or in part,
and, to the best of Assignor's knowledge, are not currently being challenged in
any way; (ii) none of the Patents, Marks, Copyrights and Licenses have lapsed or
expired or have been abandoned, whether due to any failure to pay any
maintenance or other fees or make any filing or otherwise; (iii) each of the
Patents, Marks, Copyrights and Licenses is valid and enforceable, and Assignor
is unaware of any invalidating prior act (including public uses and sales)
relative to the Patents, and is unaware of any impairments to the Patents,
Marks, Copyrights or Licenses which would have a material adverse effect on the
validity and/or enforceability of the Patents, Marks, Copyrights or Licenses;
(iv) to the best of Assignor's knowledge, no claim has been made that the use of
any of the Patents, Marks, Copyrights or Licenses constitutes an infringement;
(v) Assignor owns the entire right, title and interest in and to each of the
Patents, Marks and Copyrights (other than those being licensed to Assignor
pursuant to the Licenses), free and clear of any liens and encumbrances of every
kind and nature, and the Licenses are valid and subsisting licenses with respect
to the Patents, Marks, Copyrights described therein, free and clear of any liens
and encumbrances of every kind and nature arising by, through or under Assignor,
in each case except for (A) rights granted by Assignor pursuant to the
applicable licenses listed on Schedule C, (B) liens and encumbrances in favor of
the Assignee, for and on behalf of the Lenders, pursuant to this Agreement or
the other Loan Documents, and (C) liens and encumbrances otherwise permitted
under the Credit Agreement; (vi) the Patents, Marks and Copyrights and Licenses
listed on Schedules A, B and C, respectively, constitute all such items in which

Assignor has any right, title or interest; (vii) Assignor has the unqualified
right to enter into this Agreement and perform its terms; (viii) Assignor will
continue to use proper statutory notice in connection with its use of the
Patents, Marks and Copyrights; and (ix) Assignor will use standards of quality
in its manufacture of products sold under the Marks consistent with those
currently employed by it.
5.
New Patents, Marks, Copyrights and Licenses. If, before the
Obligations shall have been satisfied in full and the Credit Agreement shall
have been terminated, Assignor shall (i) obtain rights to any new patentable
inventions, trademarks, service marks, trademark or service mark registrations,
copyrights, copyright registrations, trade names or licenses, or (ii) become
entitled to the benefit of any patent, trademark or service mark application,
trademark, service mark, trademark or service mark registration, copyrights,
copyright registrations, license or license renewal, or patent for any reissue,
division, continuation, renewal, extension, or continuation-in-part of any
Patent or any improvement on any Patent, the provisions of Section 2 above shall
automatically apply thereto, and Assignor shall give to the Assignee, for and on
behalf of the Lenders, prompt written notice thereof. Assignor hereby authorizes
the Assignee, for and on behalf of the Lenders, to modify this Agreement by
noting any future acquired Patents, Marks or Copyrights on Schedule A or B and
any Licenses and licensed Patents, Marks or Copyrights on Schedule C, as
applicable; provided, however, that the failure of the Assignee
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to make any such notation shall not limit or affect the obligations of Assignor
or rights of the Assignee hereunder.
6.
Royalties; Terms. Assignor hereby agrees that the use by the Assignee
of all Patents, Marks, Copyrights and Licenses as described above shall be
worldwide (or in the case of the Patents, Marks and Copyrights licensed to
Assignor such smaller geographic location if any is specified for Assignor's use
in the applicable License) and without any liability for royalties or other
related charges from the Assignee to Assignor. The term of the assignments
granted herein shall extend until the earlier of (i) the expiration of each of
the respective Patents, Marks, Copyrights and Licenses assigned hereunder, or
(ii) satisfaction in full of the Obligations and termination of the Credit
Agreement.
7.
Grant of License to the Assignor. Unless and until an Event of Default
shall have occurred and notice given as provided in the following sentence, the
Assignee hereby grants to Assignor (but only to the extent the same was lawfully
granted to the Assignee by Assignor pursuant to this Agreement) the
royalty-free, exclusive, nontransferable right and license for Assignor's own
benefit and account and no other to use the Marks and all materials covered by
the Copyrights, to exercise the Assignee's rights under the Licenses, and to
make, have made, use and sell products conforming to the inventions disclosed
and claimed in the Patents for Assignor's own benefit and account and for none
other. Assignor agrees not to sell or assign its interest in, or grant any
sublicense under, the license granted to Assignor in this Section 7 without the
prior written consent of the Assignee, for and on behalf of the Lenders. From
and after the occurrence of an Event of Default and notice to such effect from
the Assignee to the Assignor, Assignor's license with respect to the Patents,
Marks, Copyrights and Licenses as set forth in this Section 7 shall terminate
forthwith.
8.
Right to Inspect. The Assignee, for and on behalf of the Lenders,
shall have the right, at any time and from time to time, to inspect Assignor's
premises, books, records and operations to the extent permitted under the Credit
Agreement and the other Loan Documents.
9.
Termination of the Assignor's Security Interest. This Agreement is
made for collateral purposes only. Upon satisfaction in full of the Obligations
and termination of the Credit Agreement, subject to any disposition thereof
which may have been made by the Assignee, for and on behalf of the Lenders,
pursuant hereto or pursuant to any of the other Loan Documents, title to the
Patents, Marks, Copyrights and Licenses shall automatically revert to Assignor.
The Assignee, for and on behalf of the Lenders shall, at Assignor's expense,
execute and deliver to Assignor all termination statements and other instruments
as may be necessary or proper to terminate the Assignee's security interest in,
and to revest in Assignor all right, title and interest in and to, the Patents,
Marks, Copyrights, and Licenses transferred to the Assignee, for and on behalf
of the Lenders pursuant to this Agreement, subject to any disposition thereof
which may have been made by the Assignee or the Lenders pursuant hereto or
pursuant to any of the other Loan Documents. Any such termination statements and
instruments shall be without recourse upon or warranty by the Assignee, for and
on behalf of the Lenders.
10. Duties of the Assignor. Assignor shall have the duty, in each case in
a manner consistent with reasonably responsible business and legal practices as
determined by Assignor, (i) to prosecute diligently any patent application of
the Patents, any application respecting the
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Marks, and any copyright application of the Copyrights pending as of the date
hereof or thereafter, (ii) to make application on unpatented but patentable
inventions and on registerable but unregistered trademarks, service marks and
copyrights, and (iii) to preserve, maintain and enforce against infringement all
rights in patent applications and patents constituting the Patents, in trademark
or service mark applications, trademarks, service marks, and trademark or
service mark registrations constituting the Marks, and in copyright
applications, copyrights and copyright registrations constituting the
Copyrights. Any expenses incurred in connection with the foregoing shall be
borne by Assignor. Assignor shall not abandon any pending patent application,
trademark application, copyright application, service mark application, patent,
trademark, service mark or copyright without the written consent of the
Assignee, for and on behalf of the Lenders.
11. Assignee's Right to Sue. From and after the occurrence of an Event of
Default, the Assignee, for and on behalf of the Lenders, shall have the right,
but shall in no way be obligated, to bring suit in its own name to enforce the
Patents, the Marks, the Copyrights and the Licenses, and any licenses
thereunder, and, if the Assignee shall commence any such suit, Assignor shall,
at the request of the Assignee, do any and all lawful acts and execute any and
all proper documents reasonably requested by the Assignee in aid of such
enforcement, and Assignor shall promptly, upon demand, reimburse and indemnify
the Assignee for all reasonable costs and expenses incurred by the Assignee in
the exercise of its rights under this Section 11.
12. Waivers. No course of dealing between Assignor and the Assignee, for
and on behalf of the Lenders, nor any failure to exercise, nor any delay in
exercising, on the part of the Assignee, any right, power or privilege hereunder
shall operate as a waiver thereof; nor shall any single or partial exercise of
any right, power or privilege hereunder or thereunder preclude any other or
further exercise thereof or the exercise of any other right, power or privilege.
13. Severability. The provisions of this Agreement are severable, and if
any clause or provision shall be held invalid and unenforceable in whole or in
part in any jurisdiction, then such invalidity or unenforceability shall affect
only such clause or provision, or part thereof, in such jurisdiction, and shall
not in any manner affect such clause or provision in any other jurisdiction, or
any other clause or provision of this Agreement in any jurisdiction.
14. Modification. This Agreement cannot be altered, amended or modified in
any way, except as specifically provided in Section 5 hereof or by a writing
signed by the Assignor and the Assignee.
15. Further Assurances. Assignor shall execute and deliver to the
Assignee, for and on behalf of the Lenders, at any time or times hereafter at
the request of the Assignee, all papers (including, without limitation, any as
may be deemed desirable by the Assignee for filing or recording with any Patent
and Trademark Office, and any successor thereto) and take all such actions
(including, without limitation, paying the cost of filing or recording any of
the foregoing in all public offices reasonably deemed desirable by the
Assignee), as the Assignee may request, to evidence the Assignee's interest in
the Patents, Marks, Copyrights and Licenses and the goodwill associated
therewith and enforce the Assignee's rights under this Agreement.
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16. Cumulative Remedies; Power of Attorney; Effect on Loan Documents. All
of the Assignee's rights and remedies with respect to the Patents, Marks,
Copyrights and Licenses, whether established hereby, by any of the Loan
Documents or otherwise, or by any other agreements or by law, shall be
cumulative and may be exercised singularly or concurrently. Assignor hereby
constitutes and appoints the Assignee as Assignor's true and lawful
attorney-in-fact, with full power of substitution in the premises, with power at
any time after the occurrence of an Event of Default, to (i) endorse Assignor's
name on all applications, documents, papers and instruments determined by the
Assignee, for and on behalf of the Lenders, in its sole discretion as necessary
or desirable for the Assignee in the use of the Patents, Marks, Copyrights and
Licenses, (ii) take any other actions with respect to the Patents, Marks,
Copyrights and Licenses as the Assignee deems in good faith to be in the best
interest of the Assignee, for and on behalf of the Lenders, (iii) grant or issue
any exclusive or non-exclusive license under the Patents, Marks or Copyrights to
any Person, or (iv) assign, pledge, convey or otherwise transfer title in or
dispose of the Patents, Marks, Copyrights or Licenses to any Person. Assignor
hereby ratifies all that such attorney shall lawfully do or cause to be done by
virtue hereof. This power of attorney shall be irrevocable until the Obligations
shall have been satisfied in full and the Credit Agreement shall have been
terminated. Assignor acknowledges and agrees that this Agreement is not intended
to limit or restrict in any way the rights and remedies of the Assignee under
the Credit Agreement or any of the Loan Documents but rather is intended to
facilitate the exercise of such rights and remedies. The Assignee, for and on
behalf of the Lenders shall have, in addition to all other rights and remedies

given it by the terms of this Agreement, all rights and remedies allowed by law
and the rights and remedies of a secured party under the Uniform Commercial Code
as enacted in any jurisdiction in which the Patents, Marks, Copyrights or
Licenses may be enforced. Assignor hereby releases the Assignee and the Lenders
from any and all claims, causes of action and demands at any time arising out of
or with respect to any actions taken or omitted to be taken by the Assignees
under the powers of attorney granted herein.
17. Binding Effect; Benefits. This Agreement shall be binding upon the
Assignor and its respective successors and assigns and shall inure to the
benefit of the Assignee and the Lenders and their respective successors, assigns
and nominees.
18. Governing Law. THIS COLLATERAL PATENT, TRADEMARK, COPYRIGHT AND
LICENSE ASSIGNMENT AGREEMENT AND THE RIGHTS AND OBLIGATIONS OF THE PARTIES
HEREUNDER SHALL BE GOVERNED BY, AND CONSTRUED AND INTERPRETED IN ACCORDANCE
WITH, THE INTERNAL LAWS OF THE STATE OF NEW YORK (AS OPPOSED TO THE CONFLICTS OF
LAW PROVISIONS, BUT INCLUDING SECTIONS 5-1401 AND 5-1402 OF THE GENERAL
OBLIGATIONS LAW OF THE STATE OF NEW YORK ) AND DECISIONS OF THE STATE OF NEW
YORK.
[Signature page follows]
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IN WITNESS WHEREOF, the undersigned has duly executed this Collateral
Patent, Trademark, Copyright and License Agreement as of the date first above
written.
MONITRONICS INTERNATIONAL, INC.
By:_____________________________
Name:
Title:
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ACCEPTANCE
The undersigned, as aforesaid, accepts the foregoing Collateral Patent,
Trademark, Copyright and License Assignment as of the ______ day of August,
2003.
FLEET NATIONAL BANK, as
Administrative Agent
By:_______________________________
Name:
Title:
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SCHEDULE A
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SCHEDULE B
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SCHEDULE C
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ANNEX 3 TO SECURITY AGREEMENT
FORM OF SUPPLEMENT TO SECURITY AGREEMENT
Supplement No. __, dated as of ___________ ___, 200_, to the Security
Agreement, dated as of August __, 2003 (as amended, restated, supplemented or
otherwise modified from time to time, the "Security Agreement"), among
Monitronics International, Inc., a Texas corporation (the "Borrower"), the
subsidiaries of the Borrower party thereto and Fleet National Bank, as
Administrative Agent for the Lenders from time to time party to the credit

agreement referred to below (in such capacity, the "Administrative Agent").
A.
Reference is made to the Credit Agreement, dated August __, 2003 (as
amended, restated, supplemented or otherwise modified from time to time, the
"Credit Agreement"), by and among the Borrower, the Lenders from time to time
party thereto, the Administrative Agent and Bank of America, N.A., as
syndication agent. Capitalized terms used herein and not defined herein shall
have the meanings assigned to such terms in the Credit Agreement and the
Security Agreement.
B.
The Grantors have entered into the Security Agreement in order to
induce the Lenders to make Loans and otherwise extend credit on behalf of the
Borrower. Section 21 of the Security Agreement provides that additional
Subsidiaries of the Borrower may become Grantors under the Security Agreement by
execution and delivery of an instrument in the form of this Supplement. The
undersigned subsidiary (the "New Grantor") is executing this Supplement in
accordance with the requirements of the Credit Agreement to become a Grantor
under the Security Agreement in order to induce the Lenders to make additional
Loans and extensions of credit and as consideration for Loans and extensions of
credit previously made.
Accordingly, the Administrative Agent and the New Grantor agree as follows:
Section 1. In accordance with Section 21 of the Security Agreement, the New
Grantor by its signature below becomes a Grantor under the Security Agreement
with the same force and effect as if originally named therein as a Grantor, and
the New Grantor hereby agrees to all the terms and provisions of the Security
Agreement applicable to it as a Grantor thereunder. In furtherance of the
foregoing, the New Grantor, as security for the payment and performance in full
of the Obligations, does hereby create and grant to the Administrative Agent for
the ratable benefit of the Secured Parties a security interest in and lien on
all of the New Grantor's right, title and interest in and to the Collateral (as
defined in the Security Agreement) of the New Grantor. Each reference to a
"Grantor" in the Security Agreement shall be deemed to include the New Grantor.
The Security Agreement is hereby incorporated herein by reference.
Section 2. The New Grantor represents and warrants to the Administrative
Agent that (a) it has all requisite organizational and other powers and
authority to execute, deliver and perform its obligations under this Supplement
and this Supplement has been duly authorized, executed and delivered by it and
constitutes its legal, valid and binding obligation, enforceable against it in
accordance with its terms, (b) set forth on the Schedule attached hereto is a
true and complete schedule of all of the information that would have been
required to have been delivered
45
by or on behalf of the New Grantor pursuant to the Security Agreement, the
Schedules thereto and the Perfection Certificate if the New Grantor had been
originally named in the Security Agreement and (c) the representations and
warranties made by it as a Grantor under the Security Agreement, including,
without limitation, with respect to itself, its operations and its assets and
properties, are true and correct on and as of the date hereof based upon the
applicable information referred to in clause (b) of this Section.
Section 3. This Supplement may be executed in counterparts, each of which
shall constitute an original, but all of which, when taken together, shall
constitute but one contract. This Supplement shall become effective when the
Administrative Agent shall have received counterparts of this Supplement that,
when taken together, bear the signatures of the New Grantor and the
Administrative Agent. Delivery of an executed counterpart of this Supplement by
facsimile transmission shall be as effective as delivery of a manually executed
counterpart of this Supplement.
Section 4. Except as expressly supplemented hereby, the Security Agreement
shall remain unchanged and in full force and effect.
Section 5. THIS SUPPLEMENT SHALL BE GOVERNED BY, AND CONSTRUED IN
ACCORDANCE WITH, THE INTERNAL LAWS (AS OPPOSED TO THE CONFLICTS OF LAW
PROVISIONS, BUT INCLUDING SECTIONS 5-1401 AND 5-1402 OF THE GENERAL OBLIGATIONS
LAW OF THE STATE OF NEW YORK) AND DECISIONS OF THE STATE OF NEW YORK.
Section 6. In case any one or more of the provisions contained in this
Supplement should be held invalid, illegal or unenforceable in any respect, the
validity, legality and enforceability of the remaining provisions contained
herein and in the Security Agreement shall not in any way be affected or
impaired thereby (it being understood that the invalidity of a particular
provision hereof or thereof in a particular jurisdiction shall not in and of
itself affect the validity of such provision in any other jurisdiction). The
parties hereto shall endeavor in good-faith negotiations to replace the invalid,
illegal or unenforceable provisions with valid provisions the economic effect of
which comes as close as possible to that of the invalid, illegal or
unenforceable provisions.

Section 7. All communications and notices hereunder shall be in writing and
given as provided in Section 13 of the Security Agreement. All communications
and notices hereunder to the New Grantor shall be given to it at the address set
forth in the Schedule hereto.
Section 8. The New Grantor agrees to reimburse the Secured Parties for
their reasonable out-of-pocket expenses in connection with this Supplement,
including the reasonable fees, disbursements and other charges of counsel for
the Administrative Agent.
[Signature page follows]
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IN WITNESS WHEREOF, the New Grantor and the Administrative Agent have duly
executed this Supplement to the Security Agreement as of the day and year first
above written.
[Name of New Grantor]
By:_______________________________
Name:
Title:
FLEET NATIONAL BANK, as
Administrative Agent
By:__________________________
Name:
Title:
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SCHEDULE TO THE SUPPLEMENT
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EXHIBIT 10.3
COLLATERAL PATENT,
TRADEMARK, COPYRIGHT AND LICENSE AGREEMENT
COLLATERAL PATENT, TRADEMARK, COPYRIGHT AND LICENSE ASSIGNMENT, dated as of
August 25, 2003, among Monitronics International, Inc., a Texas corporation (the
"Assignor"), to Fleet National Bank, as Administrative Agent for the Lenders
from time to time party to the credit agreement referred to below (in such
capacity, the "Assignee").
W I T N E S S E T H:
WHEREAS, the Assignor, the Assignee, Bank of America, N.A., as Syndication
Agent, and the Lenders from time to time party thereto have entered into a
Credit Agreement dated as of August 25, 2003 (as amended, modified, supplemented
and/or extended from time to time, the "Credit Agreement"; capitalized terms
used herein and not otherwise defined shall have the same meanings herein as in
the Credit Agreement); and
WHEREAS, it is a condition to the effectiveness of the Credit Agreement
that, among other things, Assignor execute and deliver to the Assignee this
Agreement.
NOW, THEREFORE, in consideration of the willingness of the Lenders to enter
into the Credit Agreement and to agree, subject to the terms and conditions set
forth therein, to make the Loans to the Assignor pursuant thereto, and for other
good and valuable consideration, the receipt and sufficiency of which are hereby
acknowledged, Assignor agrees as follows:
1. Incorporation of Loan Documents. The Loan Documents and the terms and
provisions therein are hereby incorporated herein in their entirety by this
reference thereto.
2. Collateral Assignment of Patents, Trademarks, Copyrights and Licenses.
To secure the complete and timely satisfaction of all of the obligations of
Assignor to the Assignee under the Credit Agreement, the Notes and all other
documents, instruments and agreements delivered by Assignor in connection
therewith (collectively, the "Obligations"), the Assignor hereby mortgages,
pledges and assigns to the Assignee, for and on behalf of the Lenders, as and by
way of a mortgage and security interest having priority over all other security
interests, with power of sale upon the occurrence of an Event of Default, and
grants the Assignee, for and on behalf of the Lenders, a security interest in,
all of Assignor's right, title and interest in and to all of the following,
whether now existing or hereafter arising:
(i) patents and patent applications, including, without limitation, the
inventions and improvements described and claimed therein, and those
patents and patent applications listed on Schedule A attached hereto and
made a part hereof, and (a) the reissues, divisions, continuations,
renewals, extensions and continuations-in-part thereof, (b) all income,
royalties, damages and payments now and hereafter due and/or payable under
and with respect thereto, including, without limitation, damages and
payments for past or future infringements thereof, (c) the right to sue for
past, present and future infringements thereof, and (d) all rights
corresponding thereto throughout the world (all of the foregoing patents
and applications, together with the items described in clauses (a)
through (d), inclusive, in which Assignor now or hereafter has any right,
title or interest are sometimes hereinafter individually and/or
collectively referred to as the "Patents");
(ii) all service marks, trademarks, trademark or service mark
registrations, trademark or service mark applications, trade names,
copyrights, copyright registrations and copyright applications including,
without limitation, the trademarks, service marks, copyrights and
applications listed on Schedule B attached hereto and made a part hereof,
and (a) renewals thereof, (b) all income, royalties, damages and payments
now and hereafter due and/or payable with respect thereto, including,
without limitation, damages and payments for past or future infringements
thereof, (c) the right to sue for past, present and future infringements
thereof, and (d) all rights corresponding thereto throughout the world (all
of the foregoing service marks, trademarks, registrations, applications and
trade names, together with the items described in clauses (a) through (d),
inclusive, with respect thereto in which Assignor now or hereafter has any
right, title or interest are sometimes hereinafter individually and/or
collectively referred to as the "Marks" and all of the foregoing
copyrights, copyright registrations and copyright applications, together
with the items described in clauses (a) through (d), inclusive, in which
Assignor now or hereafter has any right, title or interest are sometimes
hereinafter individually and/or collectively referred to as the
"Copyrights");

(iii) all Assignor's rights and obligations pursuant to its license
agreements with any other Person or Persons with respect to any Patents,
Marks and Copyrights, whether Assignor is a licensor or licensee under any
such license agreements, including, without limitation, the licenses listed
on Schedule C attached hereto and made a part hereof, and, subject to the
terms of such licenses, the right to prepare for sale, sell and advertise
for sale, all Inventory now or hereafter owned by the Assignor and now or
hereafter covered by such licenses (all of the foregoing is hereinafter
referred to collectively as the "Licenses"); and
(iv) the goodwill of Assignor's business connected with and symbolized
by the Marks;
provided, however, that there shall be excluded from the foregoing collateral
assignment and grant of a security interest any of the existing Licenses to
which Assignor is a licensee (and any Patents, Marks and Copyrights currently
licensed by others to Assignor pursuant to such Licenses), in each case to the
extent (but only to the extent) that the applicable License lawfully prohibits
such collateral assignment or grant of a security interest; provided further,
however, that, upon the Assignee's request, Assignor will use its best efforts
to obtain any consent needed to subject any such property to this collateral
assignment and grant of a security interest.
3. Restrictions on Future Agreements. Assignor agrees and covenants that,
until the Obligations shall have been satisfied in full and the Credit Agreement
shall have been terminated, Assignor will not, without the Assignee's prior
written consent, take any action or enter into any agreement, including, without
limitation, entering into any license agreement, which is inconsistent with
Assignor's obligations under this Agreement, and Assignor further agrees and
covenants that without the Assignee's prior written consent it will not take any
action, or permit any action to be taken by others subject to its control,
including its licensees, or fail to
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take any action which would affect the validity or enforcement or nature of the
rights transferred to the Assignee, for and on behalf of the Lenders under this
Agreement. Assignor agrees and covenants not to sell or assign its interest in,
or grant any license under, the Patents, Marks, Copyrights or Licenses without
receiving the prior written consent of the Assignee thereto.
4. Certain Covenants, Representations and Warranties of Assignor. Assignor
covenants, represents and warrants (to the best of Assignor's knowledge with
respect to any Patents, Marks and Copyrights which are licensed by third parties
to Assignor) that: (i) the Patents, Marks, Copyrights and Licenses are
subsisting, have not been adjudged invalid or unenforceable in whole or in part,
and, to the best of Assignor's knowledge, are not currently being challenged in
any way; (ii) none of the Patents, Marks, Copyrights and Licenses have lapsed or
expired or have been abandoned, whether due to any failure to pay any
maintenance or other fees or make any filing or otherwise; (iii) each of the
Patents, Marks, Copyrights and Licenses is valid and enforceable, and Assignor
is unaware of any invalidating prior act (including public uses and sales)
relative to the Patents, and is unaware of any impairments to the Patents,
Marks, Copyrights or Licenses which would have a material adverse effect on the
validity and/or enforceability of the Patents, Marks, Copyrights or Licenses;
(iv) to the best of Assignor's knowledge, no claim has been made that the use of
any of the Patents, Marks, Copyrights or Licenses constitutes an infringement;
(v) Assignor owns the entire right, title and interest in and to each of the
Patents, Marks and Copyrights (other than those being licensed to Assignor
pursuant to the Licenses), free and clear of any liens and encumbrances of every
kind and nature, and the Licenses are valid and subsisting licenses with respect
to the Patents, Marks, Copyrights described therein, free and clear of any liens
and encumbrances of every kind and nature arising by, through or under Assignor,
in each case except for (A) rights granted by Assignor pursuant to the
applicable licenses listed on Schedule C, (B) liens and encumbrances in favor of
the Assignee, for and on behalf of the Lenders, pursuant to this Agreement or
the other Loan Documents, and (C) liens and encumbrances otherwise permitted
under the Credit Agreement; (vi) the Patents, Marks and Copyrights and Licenses
listed on Schedules A, B and C, respectively, constitute all such items in which
Assignor has any right, title or interest; (vii) Assignor has the unqualified
right to enter into this Agreement and perform its terms; (viii) Assignor will
continue to use proper statutory notice in connection with its use of the
Patents, Marks and Copyrights; and (ix) Assignor will use standards of quality
in its manufacture of products sold under the Marks consistent with those
currently employed by it.
5. New Patents, Marks, Copyrights and Licenses. If, before the Obligations
shall have been satisfied in full and the Credit Agreement shall have been
terminated, Assignor shall (i) obtain rights to any new patentable inventions,
trademarks, service marks, trademark or service mark registrations, copyrights,
copyright registrations, trade names or licenses, or (ii) become entitled to the
benefit of any patent, trademark or service mark application, trademark, service
mark, trademark or service mark registration, copyrights, copyright
registrations, license or license renewal, or patent for any reissue, division,

continuation, renewal, extension, or continuation-in-part of any Patent or any
improvement on any Patent, the provisions of Section 2 above shall automatically
apply thereto, and Assignor shall give to the Assignee, for and on behalf of the
Lenders, prompt written notice thereof. Assignor hereby authorizes the Assignee,
for and on behalf of the Lenders, to modify this Agreement by noting any future
acquired Patents, Marks or Copyrights on Schedule A or B and any Licenses and
licensed Patents, Marks or Copyrights on Schedule C, as applicable; provided,
however, that the failure of the Assignee
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to make any such notation shall not limit or affect the obligations of Assignor
or rights of the Assignee hereunder.
6. Royalties; Terms. Assignor hereby agrees that the use by the Assignee
of all Patents, Marks, Copyrights and Licenses as described above shall be
worldwide (or in the case of the Patents, Marks and Copyrights licensed to
Assignor such smaller geographic location if any is specified for Assignor's use
in the applicable License) and without any liability for royalties or other
related charges from the Assignee to Assignor. The term of the assignments
granted herein shall extend until the earlier of (i) the expiration of each of
the respective Patents, Marks, Copyrights and Licenses assigned hereunder, or
(ii) satisfaction in full of the Obligations and termination of the Credit
Agreement.
7. Grant of License to the Assignor. Unless and until an Event of Default
shall have occurred and notice given as provided in the following sentence, the
Assignee hereby grants to Assignor (but only to the extent the same was lawfully
granted to the Assignee by Assignor pursuant to this Agreement) the
royalty-free, exclusive, nontransferable right and license for Assignor's own
benefit and account and no other to use the Marks and all materials covered by
the Copyrights, to exercise the Assignee's rights under the Licenses, and to
make, have made, use and sell products conforming to the inventions disclosed
and claimed in the Patents for Assignor's own benefit and account and for none
other. Assignor agrees not to sell or assign its interest in, or grant any
sublicense under, the license granted to Assignor in this Section 7 without the
prior written consent of the Assignee, for and on behalf of the Lenders. From
and after the occurrence of an Event of Default and notice to such effect from
the Assignee to the Assignor, Assignor's license with respect to the Patents,
Marks, Copyrights and Licenses as set forth in this Section 7 shall terminate
forthwith.
8. Right to Inspect. The Assignee, for and on behalf of the Lenders, shall
have the right, at any time and from time to time, to inspect Assignor's
premises, books, records and operations to the extent permitted under the Credit
Agreement and the other Loan Documents.
9. Termination of the Assignor's Security Interest. This Agreement is made
for collateral purposes only. Upon satisfaction in full of the Obligations and
termination of the Credit Agreement, subject to any disposition thereof which
may have been made by the Assignee, for and on behalf of the Lenders, pursuant
hereto or pursuant to any of the other Loan Documents, title to the Patents,
Marks, Copyrights and Licenses shall automatically revert to Assignor. The
Assignee, for and on behalf of the Lenders shall, at Assignor's expense, execute
and deliver to Assignor all termination statements and other instruments as may
be necessary or proper to terminate the Assignee's security interest in, and to
revest in Assignor all right, title arid interest in and to, the Patents, Marks,
Copyrights, and Licenses transferred to the Assignee, for and on behalf of the
Lenders pursuant to this Agreement, subject to any disposition thereof which may
have been made by the Assignee or the Lenders pursuant hereto or pursuant to any
of the other Loan Documents. Any such termination statements and instruments
shall be without recourse upon or warranty by the Assignee, for and on behalf of
the Lenders.
10. Duties of the Assignor. Assignor shall have the duty, in each case in a
manner consistent with reasonably responsible business and legal practices as
determined by Assignor, (i) to prosecute diligently any patent application of
the Patents, any application respecting the
4
Marks, and any copyright application of the Copyrights pending as of the date
hereof or thereafter, (ii) to make application on unpatented but patentable
inventions and on registerable but unregistered trademarks, service marks and
copyrights, and (iii) to preserve, maintain and enforce against infringement all
rights in patent applications and patents constituting the Patents, in trademark
or service mark applications, trademarks, service marks, and trademark or
service mark registrations constituting the Marks, and in copyright
applications, copyrights and copyright registrations constituting the
Copyrights. Any expenses incurred in connection with the foregoing shall be
borne by Assignor. Assignor shall not abandon any pending patent application,
trademark application, copyright application, service mark application, patent,
trademark, service mark or copyright without the written consent of the

Assignee, for and on behalf of the Lenders.
11. Assignee's Right to Sue. From and after the occurrence of an Event of
Default, the Assignee, for and on behalf of the Lenders, shall have the right,
but shall in no way be obligated, to bring suit in its own name to enforce the
Patents, the Marks, the Copyrights and the Licenses, and any licenses
thereunder, and, if the Assignee shall commence any such suit, Assignor shall,
at the request of the Assignee, do any and all lawful acts and execute any and
all proper documents reasonably requested by the Assignee in aid of such
enforcement, and Assignor shall promptly, upon demand, reimburse and indemnify
the Assignee for all reasonable costs and expenses incurred by the Assignee in
the exercise of its rights under this Section 11.
12. Waivers. No course of dealing between Assignor and the Assignee, for
and on behalf of the Lenders, nor any failure to exercise, nor any delay in
exercising, on the part of the Assignee, any right, power or privilege hereunder
shall operate as a waiver thereof; nor shall any single or partial exercise of
any right, power or privilege hereunder or thereunder preclude any other or
further exercise thereof or the exercise of any other right, power or privilege.
13. Severability. The provisions of this Agreement are severable, and if
any clause or provision shall be held invalid and unenforceable in whole or in
part in any jurisdiction, then such invalidity or unenforceability shall affect
only such clause or provision, or part thereof, in such jurisdiction, and shall
not in any manner affect such clause or provision in any other jurisdiction, or
any other clause or provision of this Agreement in any jurisdiction.
14. Modification. This Agreement cannot be altered, amended or modified in
any way, except as specifically provided in Section 5 hereof or by a writing
signed by the Assignor and the Assignee.
15. Further Assurances. Assignor shall execute and deliver to the Assignee,
for and on behalf of the Lenders, at any time or times hereafter at the request
of the Assignee, all papers (including, without limitation, any as may be deemed
desirable by the Assignee for filing or recording with any Patent and Trademark
Office, and any successor thereto) and take all such actions (including, without
limitation, paying the cost of filing or recording any of the foregoing in all
public offices reasonably deemed desirable by the Assignee), as the Assignee may
request, to evidence the Assignee's interest in the Patents, Marks, Copyrights
and Licenses and the goodwill associated therewith and enforce the Assignee's
rights under this Agreement.
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16. Cumulative Remedies; Power of Attorney; Effect on Loan Documents. All
of the Assignee's rights and remedies with respect to the Patents, Marks,
Copyrights and Licenses, whether established hereby, by any of the Loan
Documents or otherwise, or by any other agreements or by law, shall be
cumulative and may be exercised singularly or concurrently. Assignor hereby
constitutes and appoints the Assignee as Assignor's true and lawful
attorney-in-fact, with full power of substitution in the premises, with power at
any time after the occurrence of an Event of Default, to (i) endorse Assignor's
name on all applications, documents, papers and instruments determined by the
Assignee, for and on behalf of the Lenders, in its sole discretion as necessary
or desirable for the Assignee in the use of the Patents, Marks, Copyrights and
Licenses, (ii) take any other actions with respect to the Patents, Marks,
Copyrights and Licenses as the Assignee deems in good faith to be in the best
interest of the Assignee, for and on behalf of the Lenders, (iii) grant or issue
any exclusive or non-exclusive license under the Patents, Marks or Copyrights to
any Person, or (iv) assign, pledge, convey or otherwise transfer title in or
dispose of the Patents, Marks, Copyrights or Licenses to any Person. Assignor
hereby ratifies all that such attorney shall lawfully do or cause to be done by
virtue hereof. This power of attorney shall be irrevocable until the Obligations
shall have been satisfied in full and the Credit Agreement shall have been
terminated. Assignor acknowledges and agrees that this Agreement is not intended
to limit or restrict in any way the rights and remedies of the Assignee under
the Credit Agreement or any of the Loan Documents but rather is intended to
facilitate the exercise of such rights and remedies. The Assignee, for and on
behalf of the Lenders shall have, in addition to all other rights and remedies
given it by the terms of this Agreement, all rights and remedies allowed by law
and the rights and remedies of a secured party under the Uniform Commercial Code
as enacted in any jurisdiction in which the Patents, Marks, Copyrights or
Licenses may be enforced. Assignor hereby releases the Assignee and the Lenders
from any and all claims, causes of action and demands at any time arising out of
or with respect to any actions taken or omitted to be taken by the Assignees
under the powers of attorney granted herein.
17. Binding Effect; Benefits. This Agreement shall be binding upon the
Assignor and its respective successors and assigns and shall inure to the
benefit of the Assignee and the Lenders and their respective successors, assigns
and nominees.
18. Governing Law. THIS COLLATERAL PATENT, TRADEMARK, COPYRIGHT AND LICENSE
ASSIGNMENT AGREEMENT AND THE RIGHTS AND OBLIGATIONS OF THE PARTIES HEREUNDER

SHALL BE GOVERNED BY, AND CONSTRUED AND INTERPRETED IN ACCORDANCE WITH, THE
INTERNAL LAWS OF THE STATE OF NEW YORK (AS OPPOSED TO THE CONFLICTS OF LAW
PROVISIONS, BUT INCLUDING SECTIONS 5-1401 AND 5-1402 OF THE GENERAL OBLIGATIONS
LAW OF THE STATE OF NEW YORK) AND DECISIONS OF THE STATE OF NEW YORK.
[Signature page follows]
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IN WITNESS WHEREOF, the undersigned has duly executed this Collateral
Patent, Trademark, Copyright and License Agreement as of the date first above
written.
MONITRONICS INTERNATIONAL, INC.
By: /s/ Michael Meyers
--------------------------Name: Michael Meyers
Title: Vice President & CFO
[Signature Page for Collateral Patent, Trademark, Copyright and License
Agreement]
ACCEPTANCE
The undersigned, as aforesaid, accepts the foregoing Collateral Patent,
Trademark, Copyright and License Assignment as of the 25th day of August, 2003.
FLEET NATIONAL BANK, as
Administrative Agent
By: /s/ John F. Lynch
-----------------------Name: John F. Lynch
Title: Senior Vice President
[Signature Page for Collateral Patent, Trademark, Copyright and License
Agreement]
SCHEDULE A
NONE.
SCHEDULE B
MARK
---Monitronics (Company name)
Platinum Pay
DMAC
Monitronics International, Inc. (Logo)
Monitest
Moninet
Four Domes of Protection
Stationlink
The Companion Termination
Equity Builder
Platinum Plus
When Seconds Count...

TYPE
---Reg. Service Mark
Reg. Service Mark
Reg. Service Mark
Reg. Service Mark
Reg. Service Mark
Reg. Service Mark
Reg. Service Mark
Reg. Service Mark
Common Law Mark
Common Law Mark
Common Law Mark
Common Law Mark

SCHEDULE C
NONE.

REG. NO.
-------2,034,953
2,240,687
2,280,773
2,308,760
2,340,548
2,423,942
2,499,566
2,656,813
N/A
N/A
N/A
N/A

REG. DATE
--------02/04/97
04/20/99
09/28/99
01/18/00
04/11/00
01/23/01
10/23/01
12/03/02
N/A
N/A
N/A
N/A

Exhibit 10.4
GUARANTEE AGREEMENT
Guarantee Agreement, dated as of August 25, 2003, among Monitronics
International, Inc., a Texas corporation (the "Borrower"), each of the
subsidiaries of the Borrower listed on Schedule I hereto (each such subsidiary,
individually, a "Guarantor" and, collectively, the "Guarantors") and Fleet
National Bank, as administrative agent under the Credit Agreement referred to in
the next paragraph.
Reference is made to the Credit Agreement, dated August 25, 2003, among the
Borrower, the Lenders from time to time party thereto, Bank of America, N.A., as
syndication agent, and Fleet National Bank, as Administrative Agent (as amended,
restated, supplemented or otherwise modified from time to time, the "Credit
Agreement"). Capitalized terms used herein and not defined herein shall have the
meanings assigned to such terms in the Credit Agreement.
The Lenders have agreed to make Loans to the Borrower pursuant to, and upon
the terms and subject to the conditions specified in, the Credit Agreement. The
making of the Loans will be beneficial to the Guarantors because the Guarantors
are Wholly Owned Subsidiaries of the Borrower. The obligation of the Lenders to
make the Loans is subject to the condition, among others, that the Guarantors
execute and deliver this Guarantee Agreement.
Accordingly, the parties hereto agree as follows:
Section 1. Guarantee; Fraudulent Transfer, etc.; Contribution.
(a) Each Guarantor unconditionally guarantees, jointly with the other
Guarantors and severally, as a primary obligor and not merely as a surety, the
Obligations. Each Guarantor further agrees that the Obligations may be extended
refinanced or renewed, in whole or in part, without notice to or further assent
from it and that it will remain bound upon its guarantee notwithstanding any
extension, refinancing or renewal of any Obligation.
(b) Anything in this Guarantee Agreement to the contrary
notwithstanding, (i) the obligations of each Guarantor hereunder shall be
limited to a maximum aggregate amount equal to the greatest amount that would
not render such Guarantor's obligations hereunder subject to avoidance as a
fraudulent transfer or conveyance under Section 548 of Title 11 of the United
States Code or any provisions of applicable state law (collectively, the
"fraudulent transfer laws") and (ii) until all the Obligations have been paid in
full in cash and all commitments to lend in respect of the Obligations have
terminated, each of the Guarantors expressly waives any and all rights of
subrogation, reimbursement, indemnity, exoneration, contribution or any other
claim that it may now or hereafter have against the Borrower, any other Loan
Party, any other guarantor or any other Person directly or contingently liable
for the Obligations, or against or with respect to the property of the Borrower,
such other Loan Party, such other guarantor or such other Person, arising from
the existence or performance hereof.

(c) In addition to all rights of indemnity and subrogation the
Guarantors may have under applicable law (but subject to this paragraph), the
Borrower agrees that (i) in the event a payment shall be made by any Guarantor
hereunder, the Borrower shall indemnify such Guarantor for the full amount of
such payment, and such Guarantor shall, subject to the provisions of Section
1(b)(ii) hereof, be subrogated to the rights of the person to whom such payments
shall have been made to the extent of such payment, and (ii) in the event that
any assets of any Guarantor shall be sold pursuant to any Loan Document to
satisfy any claim of any Credit Party, the Borrower shall indemnify such
Guarantor in an amount equal to the greater of the book value or the fair market
value of the assets so sold. Each Guarantor that is a Subsidiary (a
"contributing subsidiary guarantor") agrees (subject to this paragraph) that, in
the event a payment shall be made by any other Guarantor hereunder that is a
Subsidiary or assets of any other such Guarantor shall be sold pursuant to any
Loan Document to satisfy a claim of any Credit Party and such other Guarantor
(the "claiming subsidiary guarantor") shall not have been fully indemnified by
the Borrower as provided in this paragraph, the contributing subsidiary
guarantor shall indemnify the claiming subsidiary guarantor in an amount equal
to the amount of such payment or the greater of the book value or the fair
market value of such assets, as applicable, in each case multiplied by a
fraction of which the numerator shall be the net worth of the contributing
subsidiary guarantor on the date hereof and the denominator shall be the
aggregate net worth of all the Guarantors that are Subsidiaries on the date
hereof (or, in the case of any Guarantor that is a Subsidiary becoming a party
hereto pursuant to Section 20, the date of the Supplement hereto executed and
delivered by such Guarantor). Any contributing subsidiary guarantor making any
payment to a claiming subsidiary guarantor pursuant to this paragraph shall,
subject to the provisions of Section 1(b)(ii) hereof, be subrogated to the

rights of such claiming subsidiary guarantor under this paragraph to the extent
of such payment. Notwithstanding any provision of this paragraph to the
contrary, all rights of the Guarantors under this paragraph and all other rights
of indemnity, contribution or subrogation under applicable law or otherwise
shall be fully subordinated to the indefeasible payment in full in cash of the
Obligations and termination of all commitments to lend in respect of the
Obligations. No failure on the part of the Borrower or any Guarantor to make the
payments required by this paragraph (or any other payments required under
applicable law or otherwise) shall in any respect limit the obligations and
liabilities of any Guarantor with respect to its obligations under this
paragraph or this Guarantee Agreement, and each Guarantor shall remain liable
for the full amount of the obligations of such Guarantor under this paragraph or
this Guarantee Agreement.
Section 2. Obligations Not Waived. To the fullest extent permitted by
applicable law, each Guarantor waives presentment to, demand of payment from,
and protest to the Borrower of any of the Obligations, and also waives notice of
acceptance of its guarantee and notice of protest for nonpayment. To the fullest
extent permitted by applicable law, the obligations of each Guarantor hereunder
shall not be affected by (a) the failure of the Administrative Agent or any
other Credit Party to assert any claim or demand or to enforce or exercise any
right or remedy against the Borrower or any other Guarantor or any other Loan
Party under the provisions of the Credit Agreement or any other Loan Document,
or otherwise, (b) any rescission, waiver, amendment or modification of, or any
release from, any of the terms or provisions of this Guarantee Agreement, any
other Loan Document, any Guarantee or any other agreement, including with
respect to any other Guarantor under this Guarantee Agreement or (c) the failure
to perfect any security interest in, or the release or subordination of the lien
of, any of the security held by or on behalf of the Administrative Agent or any
other Credit Party.
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Section 3. Security. Each Guarantor authorizes the Administrative Agent and
each other Credit Party to (a) take and hold security for the payment of the
obligations under this Guarantee Agreement and the Obligations and exchange,
enforce, waive and release or subordinate the lien of any such security, (b)
apply such security and direct the order or manner of sale thereof as they in
their sole discretion may determine and (c) release, subordinate the obligations
of, or substitute any one or more endorsees, other Guarantors or other obligors.
Section 4. Guarantee of Payment. Each Guarantor further agrees that its
guarantee hereunder constitutes a guarantee of payment when due and not of
collection, and waives any right to require that any resort be had by the
Administrative Agent or any other Credit Party to any of the security held for
payment of the Obligations or to any balance of any deposit account or credit on
the books of the Administrative Agent or any other Credit Party in favor of the
Borrower or any other person.
Section 5. No Discharge or Diminishment of Guarantee. The obligations of
each Guarantor hereunder shall not be subject to any reduction, limitation,
impairment or termination for any reason (other than the indefeasible payment in
full in cash of the Obligations and termination of all commitments to lend in
respect of the Obligations), including any claim of waiver, release, surrender,
alteration or compromise of any of the Obligations, and shall not be subject to
any defense or setoff, counterclaim, recoupment or termination whatsoever by
reason of the invalidity, illegality or unenforceability of the Obligations or
otherwise. Without limiting the generality of the foregoing, the obligations of
each Guarantor hereunder shall not be discharged or impaired or otherwise
affected by the failure of the Administrative Agent or any other Credit Party to
assert any claim or demand or to enforce any remedy under the Credit Agreement,
any other Loan Document or any other agreement, by any waiver or modification of
any provision of any thereof, by any default, failure or delay, willful or
otherwise, in the performance of the Obligations, or by any other act or
omission that may or might in any manner or to any extent vary the risk of any
Guarantor or that would otherwise operate as a discharge of any Guarantor as a
matter of law or equity (other than the indefeasible payment in full in cash of
all the Obligations and termination of all commitments to lend in respect of the
Obligations).
Section 6. Defenses of Borrower Waived. To the fullest extent permitted by
applicable law, each of the Guarantors waives any defense based on or arising
out of any defense of the Borrower or any other Loan Party or the
unenforceability of the Obligations or any part thereof from any cause, or the
cessation from any cause of the liability of the Borrower or any other Loan
Party, other than the final and indefeasible payment in full in cash of the
Obligations and termination of all commitments to lend in respect of the
Obligations. The Administrative Agent and the other Credit Parties may, at their
election, foreclose on any security held by one or more of them by one or more
judicial or nonjudicial sales, accept an assignment of any such security in lieu
of foreclosure, compromise or adjust any part of the Obligations, make any other
accommodation with the Borrower or any Guarantor or exercise any other right or
remedy available to them against the Borrower or any Guarantor, without
affecting or impairing in any way the liability of any Guarantor hereunder

except to the extent the Obligations have been fully, finally and paid in cash
and all commitments to lend in respect of the Obligations have been terminated.
Pursuant to applicable law, each Guarantor waives any defense arising out of any
such election even though such election operates, pursuant to applicable law, to
impair or to extinguish any right of reimbursement or subrogation or other right
or remedy of such Guarantor
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against the Borrower, any other Guarantor or any other Loan Party, as
applicable, or any security.
Section 7. Agreement to Pay; Subordination. In furtherance of the foregoing
and not in limitation of any other right that the Administrative Agent or any
other Credit Party has at law or in equity against any Guarantor by virtue
hereof, upon the failure of the Borrower or any other Loan Party to pay any
Obligation when and as the same shall become due, whether at maturity, by
acceleration, after notice of prepayment or otherwise, each Guarantor hereby
promises to and will forthwith pay, or cause to be paid, to the Administrative
Agent or such other Credit Party as designated thereby in cash the amount of
such unpaid Obligations. Upon payment by any Guarantor of any sums to the
Administrative Agent or any Credit Party as provided above, all rights of such
Guarantor against the Borrower arising as a result thereof by way of right of
subrogation, contribution, reimbursement, indemnity or otherwise shall in all
respects be subordinate and junior in right of payment to the prior indefeasible
payment in full in cash of all the Obligations and termination of all
commitments to lend in respect of the Obligations. In addition, any debt of the
Borrower or any other Loan Party now or hereafter held by any Guarantor is
hereby subordinated in right of payment to the prior indefeasible payment in
full in cash of all of the Obligations and termination of all commitments to
lend in respect of the Obligations. If any amount shall erroneously be paid to
any Guarantor on account of (a) such subrogation, contribution, reimbursement,
indemnity or similar right or (b) any such debt of the Borrower or such other
Loan Party, such amount shall be held in trust for the benefit of the Credit
Parties and shall forthwith be paid to the Administrative Agent to be credited
against the payment of the Obligations, whether matured or unmatured, in
accordance with the terms of the Loan Documents.
Section 8. Information. Each Guarantor assumes all responsibility for being
and keeping itself informed of each Loan Party's financial condition and assets,
and of all other circumstances bearing upon the risk of nonpayment of the
Obligations and the nature, scope and extent of the risks that such Guarantor
assumes and incurs hereunder, and agrees that none of the Administrative Agent
or the other Credit Parties will have any duty to advise any of the Guarantors
of information known to it or any of them regarding such circumstances or risks.
Section 9. Representations and Warranties. Each of the Guarantors
represents and warrants as to itself that all representations and warranties
relating to it contained in the Credit Agreement are true and correct as of the
date hereof, except to the extent that such representations and warranties
specifically relate to an earlier date, in which case such representations and
warranties shall be true as of such earlier date.
Section 10. Termination. The guarantees made hereunder (a) shall terminate
when all the Obligations have been paid in full in cash and all commitments to
lend in respect of the Obligations have been terminated and (b) shall continue
to be effective or be reinstated, as applicable, if at any time payment, or any
part thereof, of any Obligation is rescinded or must otherwise be restored by
any Credit Party or any Guarantor upon the bankruptcy or reorganization of any
Loan Party or otherwise (and whether as a result of demand, settlement,
litigation or otherwise).
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Section 11. Binding Effect; Several Agreement; Assignments. Whenever in
this Guarantee Agreement any of the parties hereto is referred to, such
reference shall be deemed to include the successors and assigns of such party;
and all covenants, promises and agreements by or on behalf of any Guarantor that
are contained in this Guarantee Agreement shall bind and inure to the benefit of
each party hereto and its successors and assigns. This Guarantee Agreement shall
become effective as to any Guarantor when a counterpart hereof executed on
behalf of such Guarantor shall have been delivered to the Administrative Agent
and a counterpart hereof shall have been executed on behalf of the
Administrative Agent, and thereafter shall be binding upon such Guarantor and
the Administrative Agent and their respective successors and assigns, and shall
inure to the benefit of such Guarantor, the Administrative Agent and the other
Credit Parties, and their respective successors and assigns, except that no
Guarantor shall have the right to assign its rights or obligations hereunder or
any interest herein (and any such attempted assignment shall be void), except as
expressly contemplated by this Guarantee Agreement and except with the prior
written consent of all the Credit Parties. If any of the equity interests in any
Guarantor that is a Subsidiary of the Borrower is sold, transferred or otherwise
disposed of pursuant to a transaction permitted by the Loan Documents and,

immediately after giving effect thereto, such Guarantor shall no longer be a
Subsidiary of the Borrower, then the obligations of such Guarantor under this
Guarantee Agreement shall be automatically released. This Guarantee Agreement
shall be construed as a separate agreement with respect to each Guarantor and
may be amended, modified, supplemented, waived or released with respect to any
Guarantor without the approval of any other Guarantor and without affecting the
obligations of any other Guarantor hereunder.
Section 12. Waivers; Amendment.
(a) No failure or delay of the Administrative Agent in exercising any
power or right hereunder shall operate as a waiver thereof, nor shall any single
or partial exercise of any such right or power, or any abandonment or
discontinuance of steps to enforce such a right or power, preclude any other or
further exercise thereof or the exercise of any other right or power. The rights
and remedies of the Administrative Agent hereunder and of the other Credit
Parties under the other Loan Documents are cumulative and are not exclusive of
any rights or remedies that they would otherwise have. No waiver of any
provision of this Guarantee Agreement or any other Loan Document or consent to
any departure by any Guarantor therefrom shall in any event be effective unless
the same shall be permitted by paragraph (b) of this Section, and then such
waiver or consent shall be effective only in the specific instance and for the
purpose for which given. No notice or demand on any Guarantor in any case shall
entitle such Guarantor to any other or further notice or demand in similar or
other circumstances.
(b) Neither this Guarantee Agreement nor any provision hereof may be
waived, amended or modified except pursuant to a written agreement entered into
by, between or among the Administrative Agent and the Guarantor or Guarantors
with respect to which such waiver, amendment or modification is to apply,
subject to any consent required in accordance with Section 11.1 of the Credit
Agreement.
Section 13. GOVERNING LAW. THIS GUARANTEE AGREEMENT SHALL BE GOVERNED BY,
AND CONSTRUED IN ACCORDANCE WITH, THE INTERNAL LAWS (AS OPPOSED TO THE CONFLICTS
OF LAW PROVISIONS, BUT INCLUDING
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SECTIONS 5-1401 AND 5-1402 OF THE GENERAL OBLIGATIONS LAW OF THE STATE OF NEW
YORK) AND DECISIONS OF THE STATE OF NEW YORK.
Section 14. Notices. All communications and notices hereunder shall be in
writing and given as provided in Section 11.2 of the Credit Agreement. All
communications and notices hereunder to each Guarantor shall be given to it at
its address set forth in the Schedule hereto.
Section 15. Survival of Agreement; Severability.
(a) All covenants, agreements, representations and warranties made by
the Guarantors herein and in the certificates or other instruments prepared or
delivered in connection with or pursuant to this Guarantee Agreement or any
other Loan Document shall be considered to have been relied upon by the
Administrative Agent and the other Credit Parties and shall survive the
execution and delivery of any Loan Document and the making of any Loan,
regardless of any investigation made by the Credit Parties or on their behalf,
and shall continue in full force and effect until this Guarantee Agreement shall
terminate in accordance with its terms.
(b) In the event any one or more of the provisions contained in this
Guarantee Agreement or in any other Loan Document should be held invalid,
illegal or unenforceable in any respect, the validity, legality and
enforceability of the remaining provisions contained herein and therein shall
not in any way be affected or impaired thereby (it being understood that the
invalidity of a particular provision in a particular jurisdiction shall not in
and of itself affect the validity of such provision in any other jurisdiction).
The parties shall endeavor in good-faith negotiations to replace the invalid,
illegal or unenforceable provisions with valid provisions the economic effect of
which comes as close as possible to that of the invalid, illegal or
unenforceable provisions.
Section 16. Counterparts. This Guarantee Agreement may be executed in two
or more counterparts, each of which shall constitute an original, but all of
which, when taken together, shall constitute but one contract (subject to
Section 11 hereof), and shall become effective as provided in Section 11 hereof.
Delivery of an executed counterpart of this Guarantee Agreement by facsimile
transmission shall be as effective as delivery of a manually executed
counterpart of this Guarantee Agreement.
Section 17. Rules of Interpretation. The rules of interpretation specified
in Section 1.3 of the Credit Agreement shall be applicable to this Guarantee
Agreement.
Section 18. Jurisdiction.

(a) Each party hereto hereby irrevocably and unconditionally submits,
for itself and its property, to the nonexclusive jurisdiction of any New York
State court or Federal court of the United States of America sitting in New York
City, and any appellate court from any thereof, in any action or proceeding
arising out of or relating to this Guarantee Agreement or the other Loan
Documents, or for recognition or enforcement of any judgment, and each of the
parties hereto hereby irrevocably and unconditionally agrees that, to the extent
permitted by applicable law, all claims in respect of any such action or
proceeding may be heard and determined in such New York State or, to the extent
permitted by applicable law, in such Federal
6
court. Each of the parties hereto agrees that a final judgment in any such
action or proceeding shall be conclusive and may be enforced in other
jurisdictions by suit on the judgment or in any other manner provided by law.
Nothing in this Guarantee Agreement shall affect any right that any party hereto
may otherwise have to bring any action or proceeding relating to this Guarantee
Agreement or the other Loan Documents in the courts of any jurisdiction.
(b) Each party hereto hereby irrevocably and unconditionally waives,
to the fullest extent it may legally and effectively do so, any objection that
it may now or hereafter have to the laying of venue of any suit, action or
proceeding arising out of or relating to this Guarantee Agreement or the other
Loan Documents in any court referred to in paragraph (a) of this Section. Each
of the parties hereto hereby irrevocably waives, to the fullest extent permitted
by law, the defense of an inconvenient forum to the maintenance of such action
or proceeding in any such court.
Section 19. WAIVER OF JURY TRIAL. EACH PARTY HERETO HEREBY WAIVES, TO THE
FULLEST EXTENT PERMITTED BY APPLICABLE LAW, ANY RIGHT IT MAY HAVE TO A TRIAL BY
JURY IN RESPECT OF ANY LITIGATION DIRECTLY OR INDIRECTLY ARISING OUT OF, UNDER
OR IN CONNECTION WITH THIS GUARANTEE AGREEMENT. EACH PARTY HERETO (A) CERTIFIES
THAT NO REPRESENTATIVE, AGENT OR ATTORNEY OF ANY OTHER PARTY HAS REPRESENTED,
EXPRESSLY OR OTHERWISE, THAT SUCH OTHER PARTY WOULD NOT, IN THE EVENT OF
LITIGATION, SEEK TO ENFORCE THE FOREGOING WAIVER AND (B) ACKNOWLEDGES THAT IT
AND THE OTHER PARTIES HERETO HAVE BEEN INDUCED TO ENTER INTO THIS GUARANTEE
AGREEMENT BY, AMONG OTHER THINGS, THE MUTUAL WAIVERS AND CERTIFICATIONS IN THIS
SECTION.
Section 20. Additional Guarantors. Upon execution and delivery after the
date hereof by the Administrative Agent and a Subsidiary of the Borrower of an
instrument in the form of Annex 1, such Subsidiary shall become a Guarantor
hereunder with the same force and effect as if originally named as a Guarantor
herein. The execution and delivery of any such instrument shall not require the
consent of any other Guarantor hereunder. The rights and obligations of each
Guarantor hereunder shall remain in full force and effect notwithstanding the
addition of any new Guarantor as a party to this Guarantee Agreement.
Section 21. Right of Setoff. If an Event of Default shall have occurred and
be continuing, each Credit Party is hereby authorized at any time and from time
to time, to the fullest extent permitted by applicable law, to setoff and apply
any and all deposits (general or special, time or demand, provisional or final)
at any time held and other Indebtedness at any time owing by such Credit Party
to or for the credit or the account of any Guarantor against any or all the
obligations of such Guarantor now or hereafter existing under this Guarantee
Agreement and the other Loan Documents held by such Credit Party, irrespective
of whether or not such Credit Party shall have made demand under this Guarantee
Agreement or any other Loan Document and although such obligations may be
unmatured. The rights of each Credit Party under this Section are in addition to
other rights and remedies (including other rights of setoff) which such Credit
Party may have.
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Section 22. Headings. Section headings used herein are for convenience of
reference only, are not part of this Guarantee Agreement and are not to affect
the construction of, or be taken into consideration in interpreting, this
Guarantee Agreement.
[Signature page follows]
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IN WITNESS WHEREOF, the parties hereto have duly executed this Agreement as
of the day and year first above written.
MONITRONICS INTERNATIONAL, INC.
By: /s/ Michael Meyers

--------------------------------Name: Michael Meyers
Title: Vice President & CFO
------------------------------------By:
--------------------------------Name:
Title:
------------------------------------By:
--------------------------------Name:
Title:
FLEET NATIONAL BANK,
as Administrative Agent
By:
---------------------------------Name:
Title:
[Signature Page to Guarantee Agreement]
IN WITNESS WHEREOF, the parties hereto have duly executed this Agreement as
of the day and year first above written.
MONITRONICS INTERNATIONAL, INC.
By:
--------------------------------Name:
Title:
------------------------------------By:
--------------------------------Name:
Title:
------------------------------------By:
--------------------------------Name:
Title:
FLEET NATIONAL BANK,
as Administrative Agent
By: /s/ John F. Lynch
---------------------------------Name: John F. Lynch
Title: Senior Vice President
[Signature Page to Guarantee Agreement]
SCHEDULE I
TO GUARANTEE AGREEMENT
GUARANTORS
Grantor
- ------- --------------------------------------

Address for Notices
--------------------------------------------------------

--------------------------------------------------------------------------With a copy to:
---------------------------------------------------------------------------------------------------------------- --------------------------------------

---------------------------------------------------------------------------------------------------------------With a copy to:
----------------------------------------------------------------------------------------------------------------

ANNEX 1
TO GUARANTEE AGREEMENT
FORM OF SUPPLEMENT
Supplement No.

, dated as of
, 200 , to the Guarantee
---------------Agreement, dated as of August
, 2003, among Monitronics International, Inc., a
-Texas corporation (the "Borrower"), each of the subsidiaries of the Borrower
listed on Schedule I thereto and Fleet National Bank, as administrative agent
under the Credit Agreement referred to in the next paragraph (as amended,
restated, supplemented or otherwise modified from time to time, the "Guarantee
Agreement").
A. Reference is made to the Credit Agreement, dated as of August

, 2003,
-among the Borrower, the Lenders from time to time party thereto, Bank of
America, N.A., as Syndication Agent, and Fleet National Bank, as Administrative
Agent (as amended, restated, supplemented or otherwise modified from time to
time, the "Credit Agreement"). Capitalized terms used herein and not defined
herein shall have the meanings assigned to such terms in the Credit Agreement
and the Guarantee Agreement.
B. The Guarantors have entered into the Guarantee Agreement in order to
induce the Lenders to make Loans. Section 20 of the Guarantee Agreement provides
that additional Subsidiaries of the Borrower may become Guarantors under the
Guarantee Agreement by execution and delivery of an instrument in the form of
this Supplement. The undersigned Subsidiary (the "New Guarantor") is executing
this Supplement in accordance with the requirements of the Credit Agreement to
become a Guarantor under the Guarantee Agreement in order to induce the Lenders
to make additional Loans and as consideration for Loans previously made.
Accordingly, the Administrative Agent and the New Guarantor agree as
follows:
Section 1. In accordance with Section 20 of the Guarantee Agreement, the
New Guarantor by its signature below becomes a Guarantor under the Guarantee
Agreement with the same force and effect as if originally named therein as a
Guarantor, and the New Guarantor hereby (a) agrees to all the terms and
provisions of the Guarantee Agreement applicable to it as a Guarantor thereunder
and (b) represents and warrants that the representations and warranties made by
it as a Guarantor thereunder are true and correct on and as of the date hereof,
including, without limitation, with respect to itself, its operations and its
assets and properties. Each reference to a "Guarantor" in the Guarantee
Agreement shall be deemed to include the New Guarantor. The Guarantee Agreement
is hereby incorporated herein by reference.
Section 2. The New Guarantor represents and warrants to the Administrative
Agent and the other Credit Parties that it has all requisite organizational and
other powers and authority to execute, deliver and perform its obligations under
this Supplement and this Supplement has

been duly authorized, executed and delivered by it and constitutes its legal,
valid and binding obligation, enforceable against it in accordance with its
terms.
Section 3. This Supplement may be executed in counterparts, each of which
shall constitute an original, but all of which, when taken together, shall
constitute but one contract. This Supplement shall become effective when the
Administrative Agent shall have received counterparts of this Supplement that,
when taken together, bear the signatures of the New Guarantor and the
Administrative Agent. Delivery of an executed counterpart of this Supplement by
facsimile transmission shall be as effective as delivery of a manually executed
counterpart of this Supplement.
Section 4. Except as expressly supplemented hereby, the Guarantee Agreement
shall remain unchanged in full force and effect.
Section 5. THIS SUPPLEMENT SHALL BE GOVERNED BY, AND CONSTRUED IN
ACCORDANCE WITH, THE INTERNAL LAWS (AS OPPOSED TO THE CONFLICTS OF LAW
PROVISIONS, BUT INCLUDING SECTIONS 5-1401 AND 5-1402 OF THE GENERAL OBLIGATIONS
LAW OF THE STATE OF NEW YORK) AND DECISIONS OF THE STATE OF NEW YORK.
Section 6. In case any one or more of the provisions contained in this
Supplement should be held invalid, illegal or unenforceable in any respect, the
validity, legality and enforceability of the remaining provisions contained
herein and in the Guarantee Agreement shall not in any way be affected or
impaired thereby (it being understood that the invalidity of a particular
provision hereof in a particular jurisdiction shall not in and of itself affect
the validity of such provision in any other jurisdiction). The parties hereto
shall endeavor in good-faith negotiations to replace the invalid, illegal or
unenforceable provisions with valid provisions the economic effect of which
comes as close as possible to that of the invalid, illegal or unenforceable
provisions.
Section 7. All communications and notices hereunder shall be in writing and
given as provided in Section 14 of the Guarantee Agreement. All communications
and notices hereunder to the New Guarantor shall be given to it at the address
set forth under its signature below.
Section 8. The New Guarantor agrees to reimburse the Administrative Agent
for its reasonable out-of-pocket expenses in connection with this Supplement,
including the reasonable fees, disbursements and other charges of counsel for
the Administrative Agent.
[Signature page follows]
IN WITNESS WHEREOF, the New Guarantor and the Administrative Agent have
duly executed this Supplement to the Guarantee Agreement as of the day and year
first above written.
[NAME OF GUARANTOR]
By:
--------------------------------Name:
------------------------------Title:
-----------------------------Address:
---------------------------------------------------------------------------------Attention:
-------------------------Telephone No.:
---------------------Facsimile No.:
---------------------FLEET NATIONAL BANK,
as Administrative Agent
By:
---------------------------------Name:
-------------------------------Title:
-------------------------------

Exhibit 10.5
AFFILIATE SUBORDINATION AGREEMENT
AFFILIATE SUBORDINATION AGREEMENT, dated as of August 25, 2003, among (i)
Austin Ventures III-A, L.P., a Delaware limited partnership, Austin Ventures
III-B, L.P., a Delaware limited partnership, Austin Ventures V, L.P., a Delaware
limited partnership, Austin Ventures V Affiliates Fund, L.P., a Delaware limited
partnership (collectively, and jointly, severally and jointly and severally,
"Austin Ventures"), (ii) Capital Resource Lenders II, L.P., a Delaware limited
partnership, Capital Resource Partners II, L.P., a Delaware limited partnership
(collectively, and jointly, severally and jointly and severally, "Capital
Resources"), (iii) ABRY Partners IV, L.P., a Delaware limited partnership, ABRY
Investment Partnership, L.P., a Delaware limited partnership (collectively, and
jointly, severally and jointly and severally, "ABRY"), (iv) Windward Capital
Partners II, L.P., a Delaware limited partnership, Windward Capital LP II, LLC,
a Delaware limited liability company (collectively, and jointly, severally and
jointly and severally, "Windward"), (v) The Northwestern Mutual Life Insurance
Company ("NML"), (vi) Hull Family Limited Partnership, a Texas limited
partnership ("Hull Partnership"), (vii) James Hull, individually, (viii) Robert
Sherman, individually, (ix) Michael Gregory, individually, (x) Michael Meyers,
individually and (xi) Stephen Hedrick, individually (Austin Ventures, Capital
Resources, ABRY, Windward, NML, Hull Partnership, James Hull, Robert Sherman,
Michael Gregory, Michael Meyers, Stephen Hedrick, collectively the "Subordinated
Creditors", and each a "Subordinated Creditor"), and Fleet National Bank, as
Secured Party for the Lenders from time to time party to the credit agreement
referred to below (in such capacity, the "Secured Party"). The Secured Party and
the other Credit Parties referred to in the Credit Agreement referred to below
are sometimes referred to herein collectively as the "Senior Creditor".
W I T N E S S E T H :
WHEREAS, Monitronics International, Inc., a Texas corporation (the
"Borrower"), the Secured Party, Bank of America, N.A., as syndication agent, and
the Lenders party thereto have entered into a Credit Agreement dated as of the
date hereof (as amended, modified, supplemented and/or extended from time to
time, the "Credit Agreement", capitalized terms used herein and not otherwise
defined shall have the same meanings herein as in the Credit Agreement),
pursuant to which the Lenders agreed, subject to the terms and conditions set
forth therein, to make revolving credit loans and term loans to the Borrower
(collectively, the "Loans"), such Loans to be evidenced by the Borrower's
Revolving Credit and Term Notes, payable to the order of the respective Lenders
(collectively, as amended, modified, supplemented and/or extended from time to
time the "Notes"); and
WHEREAS, the Subordinated Creditors collectively own substantially all of
the capital stock and warrants of the Borrower and will thereby benefit from the
making of the Loans; and
WHEREAS, the obligation of the Lenders to make the Loans is subject to the
conditions, among others, that the Subordinated Creditors shall execute and
deliver this Agreement and

agree to the subordination provisions contained herein, and the Subordinated
Creditors hereby enter into this Agreement to induce the Lenders to enter into
the Credit Agreement and make the Loans;
NOW, THEREFORE, in consideration of the willingness of the Lenders to enter
into the Credit Agreement and to agree, subject to the terms and conditions set
forth therein, to make the Loans to the Borrower pursuant thereto, and for other
good and valuable consideration, receipt and sufficiency of which is hereby
acknowledged by the Subordinated Creditors, it is hereby agreed as follows:
1.

Representations by Subordinated Creditors.

(a) Each Subordinated Creditor represents and warrants for itself to
the Senior Creditor that (i) all Indebtedness of the Borrower to such
Subordinated Creditor, if any, is set forth in Schedule 4.4 to the Credit
Agreement, (ii) such Indebtedness, if any, is not subject to any currently
effective assignment to or subordination in favor of any other Person and that
such Subordinated Creditor holds no security therefor, and (iii) the rights
associated with the Capital Stock established under the Borrower's Articles of
Incorporation, as amended through the date hereof, or warrants issued by the
Borrower to the Subordinated Creditors are the only rights or options held by
such Subordinated Creditor to acquire additional shares of any class or series
of Capital Stock of the Borrower.
(b) Each Subordinated Creditor that is a business entity is duly
organized, validly existing and in good standing under the laws of the
jurisdiction of its formation and has all necessary power and authority to enter
into this Agreement, to carry out its respective obligations hereunder and to
consummate the transactions contemplated hereby. The execution and delivery of

this Agreement by such Subordinated Creditor, the performance by such
Subordinated Creditor of its respective obligations hereunder, and the
consummation by such Subordinated Creditor of the transactions contemplated
hereby have been duly authorized by all requisite limited partnership,
corporate, limited liability company or other analogous powers on the part of
such Subordinated Creditor that is a business entity. This Agreement has been
duly executed and delivered by such Subordinated Creditor, and (assuming due
authorization, execution and delivery by the Secured Party) this Agreement
constitutes the legal, valid and binding obligation of such Subordinated
Creditor, enforceable against such Subordinated Creditor in accordance with its
terms, except as such enforcement may be limited by applicable Debtor Relief
Laws generally and by general equity principles (whether enforcement is sought
at law or in equity).
(c) Each Subordinated Creditor agrees and acknowledges that this
Agreement is a "subordination agreement" within the meaning of Section 510(a) of
the United States Bankruptcy Code, 11 U.S.C (S)510(a).
2.

Subordination; Limitation on Sale Right During an Event of Default.

(a) Subordination. Each Subordinated Creditor hereby subordinates (i)
all present and future Indebtedness of the Borrower to such Subordinated
Creditor and (ii) any and
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all obligations or liabilities of the Borrower and any rights of such
Subordinated Creditor now existing or hereafter arising, absolute or contingent,
arising by contract, at law or otherwise, with respect to dividends payable on
the Capital Stock, the purchase, redemption or other acquisition by the Borrower
of such Capital Stock and any other amount payable to the holders of such
Capital Stock as such (collectively the "Subordinated Indebtedness"), to any and
all Indebtedness now or hereafter owing by the Borrower (including any interest
accruing after the commencement of any proceeding by or against the Borrower
under the federal bankruptcy laws, as now or hereafter constituted, or any other
applicable federal or state bankruptcy, insolvency or other similar law, and any
other interest that would have accrued but for the commencement of such
proceeding, whether or not any such interest is allowed as a claim enforceable
against the Borrower in such proceeding) to the Senior Creditor (the "Senior
Indebtedness") to the extent and in the manner hereinafter set forth, and such
Subordinated Creditor agrees not to demand, accept or receive any payment in
respect of the Subordinated Indebtedness, including, without limitation, any
payment received through the exercise of any right of setoff, counterclaim or
cross claim, or any collateral therefor, or any right to cause the Borrower to
redeem, purchase, assume or otherwise retire the Subordinated Indebtedness, in
contravention hereof:
(i) In the event of any insolvency or bankruptcy proceedings, or
any receivership, liquidation, reorganization or other similar
proceedings in connection therewith, relative to the Borrower or to
its creditors, as such, or to its properties, or in the event of any
proceedings for voluntary liquidation, dissolution or other winding up
of the Borrower, whether or not involving insolvency or bankruptcy,
then the Senior Creditor shall be entitled to receive payment in full
in cash of all of the Senior Indebtedness before such Subordinated
Creditor is entitled to receive any payment in respect of the
Subordinated Indebtedness (except securities which are subordinate and
junior in right of payment to all Senior Indebtedness then
outstanding), and to that end the holder of the Senior Indebtedness
shall be entitled to receive for application in payment thereof any
payment or distribution of any kind or character, whether in cash or
property or securities, which may be payable or deliverable in any
such proceedings in respect of the Subordinated Indebtedness; and
(ii) No amount shall be paid (except in securities which are
subordinate and junior in right of payment to all Senior Indebtedness
then outstanding, it being understood that all such securities shall
constitute "Subordinated Indebtedness" hereunder), whether in cash,
property, or securities or otherwise, and the Subordinated Creditors
will not exercise any rights with respect to the Capital Stock, in
respect of the Subordinated Indebtedness, except as expressly
permitted under the Credit Agreement or the Pledge Agreement.
(b) Limitation on Sale Rights During an Event of Default.
Notwithstanding any provision to the contrary in any agreement between the
Borrower and the Subordinated Creditors, in the event of the enforcement by the
Senior Creditor of its rights during the existence of an Event of Default that
shall be continuing after applicable grace and cure periods, the Subordinated
Creditors may not exercise any rights under any agreement between the Borrower
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and the Subordinated Creditors involving rights to block a Change in Control of

the Borrower or a public offering of the Borrower's common stock.
3. Limitations on Remedies. So long as any Senior Indebtedness is
outstanding, no Subordinated Creditor shall (i) as a holder of Subordinated
Indebtedness commence or join (unless the Senior Creditor shall also join) in
any involuntary proceeding against the Borrower or any of its Subsidiaries under
any bankruptcy, reorganization, readjustment of debt, arrangement of debt,
receivership, liquidation or insolvency law or statute of any federal or state
government, or (ii) commence any action or proceeding against the Borrower or
any of its Subsidiaries to enforce payment of all or any part of the
Subordinated Indebtedness. Notwithstanding the foregoing, nothing contained
herein shall prohibit or otherwise restrict the Borrower or any of its
Subsidiaries from filing any voluntary proceeding under any bankruptcy,
reorganization, readjustment of debt, arrangement of debt, receivership,
liquidation or insolvency law or statute of any federal or state government.
4. Delivery of Payments. If, prior to the satisfaction of the Senior
Indebtedness in full in cash and the termination of the obligation of the Senior
Creditor to make Loans to the Borrower under the Credit Agreement and the
documents related thereto, any of the Subordinated Creditors receives any
payment with respect to any of the Subordinated Indebtedness (except payment, if
any, expressly permitted under the Credit Agreement), or any security for or on
account of the Subordinated Indebtedness, such Subordinated Creditor shall
forthwith deliver such payment or security to the Secured Party for the benefit
of the Senior Creditor, in precisely the form received, except for such
Subordinated Creditor's endorsement when necessary, to be applied in payment of
(or if no Default or Event of Default shall then be continuing, to be held by
the Senior Creditor as security for) the Senior Indebtedness and until so
delivered, such payment or security shall be held in trust by such Subordinated
Creditor as the property of the Senior Creditor. In the event of the failure of
such Subordinated Creditor to endorse any instrument for the payment of money so
received by such Subordinated Creditor, the Secured Party for the benefit of the
Senior Creditor is irrevocably appointed attorney for such Subordinated Creditor
with full power to make such endorsement and with full power of substitution.
5. Further Assurances. In order to carry out the terms and intent of this
Agreement more effectively, the Subordinated Creditors will do all acts and
execute all further documents and instruments necessary or convenient to
preserve for the Senior Creditor the benefits of this Agreement.
6. Waivers, etc. No action which the Senior Creditor, or the Borrower, may
take or refrain from taking with respect to any Senior Indebtedness, or any note
or notes representing the same, or any collateral therefor, including any waiver
or release thereof or of any agreement or agreements (including guaranties) in
connection therewith, shall affect this Agreement or the obligations of the
Subordinated Creditors hereunder. No waiver shall be deemed to be made by the
Senior Creditor of any of its rights hereunder unless the same shall be in
writing and then only with respect to the specific instance involved, and shall
in no way impair or offset the rights of the Senior Creditor or the obligations
of the Subordinated Creditors in any other respect or at any other time.
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7. Transfer. The Subordinated Creditors may transfer, sell or otherwise
dispose of all or a portion of the Subordinated Indebtedness, but only on the
condition that a transferee of the Subordinated Indebtedness first becomes a
party hereto; provided, however, that in the event that there shall exist an
Event of Default under the Credit Agreement on account of the Borrower's failure
to pay principal or interest on any Note when the same is due and payable
(whether at maturity, upon acceleration or otherwise) or on account of the
Borrower's failure to perform or comply with any covenant or term contained in
Sections 8.16 or 8.17 of the Credit Agreement, and such Event of Default shall
be continuing after applicable grace and cure periods, the Subordinated
Creditors may not transfer any of the Subordinated Indebtedness without the
prior written consent of the Lenders, which consent shall not be unreasonably
withheld or delayed.
8. Miscellaneous. This Agreement shall be binding upon the Subordinated
Creditors and the Borrower and their respective heirs, legal representatives,
successors and assigns and shall inure to the benefit of the Senior Creditor and
its legal representatives, successors and assigns (including without limitation
any transferee of any Senior Indebtedness). This Agreement may be executed in
any number of counterparts and by the different parties hereto on separate
counterparts, each of which when so executed and delivered shall be an original,
but all of the counterparts shall together constitute one and the same
instrument.
9. Governing Law; Jurisdiction; Waiver of Jury Trial. This Agreement,
including the validity hereof and the rights and obligations of the parties
hereunder, shall be governed by, and construed in accordance with, the internal
laws (as opposed to the conflicts of law provisions, but including sections
5-1401 and 5-1402 of the general obligations law of the State of New York) and
decisions of the State of New York. Each party hereto hereby irrevocably submits
to the nonexclusive jurisdiction of any New York or Federal court sitting in the

City of New York, New York over any suit, action or proceeding arising out of or
relating to this Agreement and waives, to the fullest extent permitted or not
prohibited by law, any objection which it may now or hereafter have to the
laying of the venue of any such suit, action or proceeding brought in such a
court and any claim that any such suit, action or proceeding brought in such a
court has been brought in an inconvenient forum. EACH PARTY HERETO HEREBY
WAIVES, TO THE FULLEST EXTENT PERMITTED BY APPLICABLE LAW, ANY RIGHT IT MAY HAVE
TO A TRIAL BY JURY IN ANY LEGAL PROCEEDING DIRECTLY OR INDIRECTLY ARISING OUT OF
OR RELATING TO THIS AGREEMENT OR THE TRANSACTIONS CONTEMPLATED HEREBY (WHETHER
BASED ON CONTRACT, TORT OR ANY OTHER THEORY). EACH PARTY HERETO (A) CERTIFIES
THAT NO REPRESENTATIVE, AGENT OR ATTORNEY OF ANY OTHER PARTY HAS REPRESENTED,
EXPRESSLY OR OTHERWISE, THAT SUCH OTHER PARTY WOULD NOT, IN THE EVENT OF
LITIGATION, SEEK TO ENFORCE THE FOREGOING WAIVER AND (B) ACKNOWLEDGES THAT IT
AND THE OTHER PARTIES HERETO HAVE BEEN INDUCED TO ENTER INTO THIS AGREEMENT BY,
AMONG OTHER THINGS, THE MUTUAL WAIVERS AND CERTIFICATIONS IN THIS SECTION 9.
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10. Amendments to Senior Indebtedness. Notwithstanding anything contained
in this Agreement to the contrary, the Senior Creditor shall not, without the
prior written consent of the Subordinated Creditors, (a) increase the stated
principal amount of the Senior Indebtedness to an amount in excess of the
Aggregate Commitment from time to time in effect under the Credit Agreement (up
to $470,000,000) plus $47,000,000, or (b) extend the Revolving Loan Maturity
Date or the Term Loan Maturity Date or any Incremental Term Loan Maturity Date
more than sixty (60) days.
[Signature page follows]
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IN WITNESS WHEREOF, the parties have executed this Agreement as a sealed
instrument as of the date first above written.
AUSTIN VENTURES III-A, L.P.
By: AV Partners III, L.P.,
General Partner
By: /s/ Blaine F. Wesner
-----------------------------------Blaine F. Wesner
Authorized Signatory
AUSTIN VENTURES III-B, L.P.
By: AV Partners III, L.P.,
General Partner
By: /s/ Blaine F. Wesner
-----------------------------------Blaine F. Wesner
Authorized Signatory
AUSTIN VENTURES V, L.P.
By: AV Partners V, L.P.
Its General Partner
By: /s/ Blaine F. Wesner
-----------------------------------Blaine F. Wesner
General Partner
AUSTIN VENTURES V AFFILIATES FUND, L.P.
By: AV Partners V, L.P.
Its General Partner
By: /s/ Blaine F. Wesner
------------------------------------

Blaine F. Wesner
General Partner
CAPITAL RESOURCE LENDERS II, L.P.
By: Capital Resource Partners II, L.P.
Its General Partner
By: /s/ Stephen M. Jenks
-----------------------------------Name: Stephen M. Jenks
Title: Class B Limited Partner
CAPITAL RESOURCE PARTNERS II, L.P.
By:
-----------------------------------Its General Partner
By: /s/ Stephen M. Jenks
-----------------------------------Name: Stephen M. Jenks
Title: Class B Limited Partner
WINDWARD CAPITAL PARTNERS II, L.P.
By: Windward Capital GP, LLC,
Its General Partner
By:
-----------------------------------Name:
Title:
WINDWARD CAPITAL L.P. II, LLC
By:
-----------------------------------Name:
Title:
CAPITAL RESOURCE LENDERS II, L.P.
By: Capital Resource Partners II, L.P.
Its General Partner
By:
-----------------------------------Name:
Title:
CAPITAL RESOURCE PARTNERS II, L.P.
By:
-----------------------------------Its General Partner
By:
-----------------------------------Name:
Title:
WINDWARD CAPITAL PARTNERS II, L.P.
By: Windward Capital GP, LLC,
Its General Partner

By: /s/ Peter Scott Macdonald
-----------------------------------Name: Peter Scott Macdonald
Title: Managing Member
WINDWARD CAPITAL L.P. II, LLC
By: /s/ Peter Scott Macdonald
-----------------------------------Name: Peter Scott Macdonald
Title: Managing Member
ABRY PARTNERS IV, L.P.
By: ABRY Capital Partners, L.P.,
its general partner
By: /s/ Jay Grossman
-----------------------------------Name: Jay Grossman
Title:
ABRY INVESTMENT PARTNERSHIP, L.P.
By: ABRY Investment GP, LLC,
its general partner
By: /s/ Jay Grossman
-----------------------------------Name: Jay Grossman
Title:
HULL FAMILY LIMITED PARTNERSHIP
By: James R. Hull Management Trust,
Its General Partner
By:
-----------------------------------James R. Hull, Trustee
---------------------------------------James R. Hull, individually
c/o Monitronics International, Inc.
12801 Stemmons Freeway, Suite 821
Dallas, Texas 75234
---------------------------------------Robert Sherman, individually
c/o Monitronics International, Inc.
12801 Stemmons Freeway, Suite 821
Dallas, Texas 75234
ABRY PARTNERS IV, L.P.
By: ABRY Capital Partners, L.P.,
its general partner
By:
-----------------------------------Name:
Title:
ABRY INVESTMENT PARTNERSHIP, L.P.

By: ABRY Investment GP, LLC,
its general partner
By:
-----------------------------------Name:
Title:
HULL FAMILY LIMITED PARTNERSHIP
By: James R. Hull Management Trust,
Its General Partner
By: /s/ James R. Hull
-----------------------------------James R. Hull, Trustee
/s/ James R. Hull
---------------------------------------James R. Hull, individually
c/o Monitronics International, Inc.
12801 Stemmons Freeway, Suite 821
Dallas, Texas 75234
/s/ Robert Sherman
---------------------------------------Robert Sherman, individually
c/o Monitronics International, Inc.
12801 Stemmons Freeway, Suite 821
Dallas, Texas 75234

/s/ Michael Meyers
---------------------------------------Michael Meyers, individually
c/o Monitronics International, Inc.
12801 Stemmons Freeway, Suite 821
Dallas, Texas 75234
/s/ Michael Gregory
---------------------------------------Michael Gregory, individually
c/o Monitronics International, Inc.
12801 Stemmons Freeway, Suite 821
Dallas, Texas 75234
/s/ Stephen Hedrick
---------------------------------------Stephen Hedrick, individually
c/o Monitronics International, Inc.
12801 Stemmons Freeway, Suite 821
Dallas, Texas 75234
THE NORTHWESTERN MUTUAL LIFE
INSURANCE COMPANY
By:
-----------------------------------Name:
Title:

---------------------------------------Michael Meyers, individually
c/o Monitronics International, Inc.
12801 Stemmons Freeway, Suite 821
Dallas, Texas 75234
---------------------------------------Michael Gregory, individually
c/o Monitronics International, Inc.
12801 Stemmons Freeway, Suite 821

Dallas, Texas

75234

---------------------------------------Stephen Hedrick, individually
c/o Monitronics International, Inc.
12801 Stemmons Freeway, Suite 821
Dallas, Texas 75234
THE NORTHWESTERN MUTUAL LIFE
INSURANCE COMPANY
By: /s/ Mark E. Kishler
-----------------------------------Name: Mark E. Kishler
Title: Its Authorized Representative
FLEET NATIONAL BANK,
as Secured Party
By: /s/ John F. Lynch
-----------------------------------Name: John F. Lynch
Title: Senior Vice President
ACKNOWLEDGMENT:
The Borrower hereby acknowledges notice of the within and foregoing
Agreement and agrees to be bound by all of the terms, provisions and conditions
hereof.
MONITRONICS INTERNATIONAL, INC.
By:
------------------------------Name:
Title:
FLEET NATIONAL BANK,
as Secured Party
By:
-----------------------------------Name:
Title:
ACKNOWLEDGMENT:
The Borrower hereby acknowledges notice of the within and foregoing
Agreement and agrees to be bound by all of the terms, provisions and conditions
hereof.
MONITRONICS INTERNATIONAL, INC.
By: /s/ Michael Meyers
------------------------------Name: Michael Meyers
Title: Vice President & CFO

Exhibit 10.6
INTERCREDITOR AND SUBORDINATION AGREEMENT
This Intercreditor and Subordination Agreement (this "Agreement") is dated
as of August 25, 2003 by and among Monitronics International, Inc., a Texas
corporation (the "Company"), The Northwestern Mutual Life Insurance Company
("Northwestern") and The Bank of New York Trust Company of Florida, N.A., as
trustee ("Trustee") for holders of the Company's 11.75% Senior Subordinated
Notes due 2010 (the "Senior Subordinated Notes").
RECITALS
WHEREAS, the Company and Northwestern are parties to that certain
Subordinated Note and Warrant Purchase Agreement dated as of January 18, 2002
(the "Original Junior Subordinated Purchase Agreement") pursuant to which the
Company issued to Northwestern (i) the Company's 13.5% Subordinated Notes due
2009 (collectively, as amended, modified, supplemented and/or extended from time
to time, the "Junior Subordinated Notes"), and (ii) warrants to purchase an
aggregate of up to 1,133,328 shares of Class A Common Stock, par value $.01 per
share, of the Company (collectively, as amended, modified, supplemented and/or
extended from time to time, the "Junior Warrants"); and
WHEREAS, on the date hereof, the Company and Northwestern are entering into
a first amendment to the Original Junior Subordinated Purchase Agreement (the
"Amendment"; the Amendment and the Original Junior Subordinated Purchase
Agreement being referred to herein collectively as the "Junior Subordinated
Purchase Agreement"), and the Company is redeeming a portion of the principal
amount of the Original Junior Subordinated Notes and paying such amounts as
required under the Junior Subordinated Purchase Agreement to be paid in
connection with such redemption; and
WHEREAS, on the date hereof, the Company is issuing $160,000,000 aggregate
principal amount of its Senior Subordinated Notes in an offering exempt from the
registration requirements of the U.S. Securities Act of 1933 and Northwestern
will be one of the purchasers of the Senior Subordinated Notes in such offering;
and
WHEREAS, the execution and delivery of this Agreement and the subordination
of the Subordinate Liabilities to the Senior Obligations, to the extent and
manner hereinafter set forth, is a condition, among others, to the execution and
delivery of the Senior Subordinated Debt Agreements (in each case as hereinafter
defined);
NOW, THEREFORE, in consideration of the foregoing premises and the
covenants contained herein, the parties hereto agree as follows:
AGREEMENT
Section 1. Definitions.
As used in this Agreement, the terms defined above shall have their
respective meanings set forth above and the following terms shall have the
following meanings:
1.1 "Credit Agreement" shall mean the credit agreement dated as of the date
hereof among the Company, Fleet National Bank, as administrative agent (the
"Administrative Agent"), Bank of America, N.A., as syndication agent, and the
lenders (the "Senior Lenders") referred to therein (as amended, modified,
supplemented and/or extended from time to time).
1.2 "Indenture" shall mean the indenture, dated as of August 25, 2003
between the Company and the Trustee, under which the Senior Subordinated Notes
are issued (as amended, modified, supplemented and/or extended from time to
time).
1.3 "Junior Subordinated Creditors" shall mean Northwestern, together with
any other holder of any Subordinate Liabilities.
1.4 "Junior Subordinated Debt Documents" shall mean, collectively, the
Junior Subordinated Purchase Agreement and the Junior Subordinated Notes.
1.5 "Senior Event of Default" shall mean the occurrence of any Default or
Event of Default under and as from time to time defined in the Senior
Subordinated Debt Agreements.
1.6 "Senior Obligations" shall mean any and all indebtedness of the Company
to the Senior Subordinated Creditors for principal, interest (including, without
limitation, interest and other amounts that would accrue and become due but for
the filing of a petition in bankruptcy or the operation of the automatic stay
under Section 362(a) of Title 11 of the United States Code, as amended, or
similar laws, as now or hereafter in effect, whether or not any such interest or
other amounts is allowed as a claim enforceable against the Company in such

proceeding), fees, indemnities, expenses and costs (including costs of
collection, and including fees and expenses accrued during any bankruptcy
proceeding, whether or not such fees and expenses are allowed as a claim
enforceable against the Company in such proceeding) and all other amounts,
including amounts advanced to protect the liens and security interests (and/or
the collateral) of the Senior Subordinated Creditors, in each case as provided
under the Senior Subordinated Debt Agreements and/or any documents contemplated
thereby, direct or indirect, contingent or noncontingent, secured or unsecured,
now existing or hereafter arising or incurred or now or hereafter due and owing
to the Senior Subordinated Creditors; provided, that the principal amount
(exclusive of interest (including, without limitation, interest and other
amounts that would accrue and become due but for the filing of a petition in
bankruptcy or the operation of the automatic stay under Section 362(a) of Title
11 of the United States Code, as amended, or similar laws, as now or hereafter
in effect, whether or not any such interest or other amounts is allowed as a
claim enforceable against the Company in such proceeding)) of such indebtedness
shall not exceed an amount equal to One Hundred and Sixty Million Dollars
($160,000,000) minus the aggregate principal amount of all prepayments and other
repayments of the Senior Subordinated Notes, without the prior written consent
of the Junior Subordinated Creditors in accordance with Section 6.2 hereof.
1.7 "Senior Subordinated Creditors" shall mean the Trustee on behalf of
holders of Senior Obligations or any holder of Senior Obligations.
1.8 "Senior Subordinated Debt Agreements" shall mean, collectively, the
Indenture and the Senior Subordinated Notes issued thereunder.
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1.9 "Subordinate Liabilities" shall mean all indebtedness of the Company to
the Junior Subordinated Creditors for (a) principal of and interest on the
Junior Subordinated Notes, together with any prepayment fees or premiums under
the Junior Subordinated Notes, including without limitation any Make-Whole
Amount (as such term is defined in the Junior Subordinated Purchase Agreement)
and (b) any and all other indebtedness, liabilities or obligations of any kind
or nature of the Company, direct or indirect, contingent or non-contingent, now
existing or hereafter arising or incurred or now or hereafter due and owing to
any Subordinated Creditor under or with respect to the Junior Subordinated Notes
and/or the Junior Subordinated Purchase Agreement, including without limitation
fees, expenses, costs, and post-petition interest in bankruptcy.
Section 2. Subordination.
2.1 Subordination.
(a) The rights of the holders of Senior Obligations under this
Agreement are junior, subordinate and subject to the rights of the
Administrative Agent and the Senior Lenders under Article Ten of the Indenture.
Without limiting the foregoing, any right of the holders of the Senior
Obligations hereunder to receive funds (or to take certain actions under Section
2.2(b) hereof) are subject to the prior right of the Administrative Agent and
the Senior Lenders to receive such funds (and/or to take such actions) under
Article Ten of the Indenture.
(b) So long as any Senior Obligations are outstanding, each Junior
Subordinated Creditor agrees that the Subordinate Liabilities are and shall at
all times hereafter be expressly subordinate and junior in right of payment and
exercise of remedies to all Senior Obligations in the manner and to the extent
set forth in this Section 2, including but not limited to the occurrence of
redemptions or any other event that would require the Company to accelerate
payment in respect of the Subordinate Liabilities. Without limiting the
foregoing, any lien on, security interest in, or mortgage or pledge of or into
any of the assets of the Company in favor of or for the benefit of any Junior
Subordinated Creditor, whether now existing or arising in the future, is hereby
expressly made subordinate and junior in priority of payment and right of
enforcement to any liens, security interests, mortgages or pledges of or into
any of the assets of the Company, both now existing and arising in the future,
securing any of the Senior Obligations.
2.2 Bankruptcy; Insolvency, etc.
(a) In the event of any insolvency, bankruptcy, receivership,
liquidation, reorganization or other similar proceedings relative to the Company
or to its assets, or in the event of any proceedings for voluntary liquidation,
dissolution or other winding up of the Company, whether or not involving
insolvency or bankruptcy, so long as any Senior Obligations are outstanding, the
holders of Senior Obligations shall be entitled in any such proceedings to
receive payment in full in cash of all Senior Obligations before the Junior
Subordinated Creditors are entitled in such proceeding to receive any payment on
account of the Subordinate Liabilities (except for payment in securities which
are subordinate and junior in right of payment to all Senior Obligations then
outstanding), and to that end in any such proceedings, so long as any Senior
Obligations remain outstanding, any payment or distribution of any kind or
character, whether in cash or in other property, to which the Junior

Subordinated Creditors would be
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entitled but for the provisions hereof (except for payment in securities which
are subordinate and junior in right of payment to all Senior Obligations then
outstanding) shall be delivered to the holders of Senior Obligations to the
extent necessary to make payment in full in cash of all Senior Obligations
remaining unpaid, after giving effect to any concurrent payment or distribution
to the holders of Senior Obligations in respect thereof.
(b) So long as any Senior Obligations remain outstanding, the holders
of Senior Obligations (or their representatives) are authorized and empowered,
in any proceedings described in Section 2.2(a), in their own names or in the
names of the Junior Subordinated Creditors, to (i) file claims, proofs of claim
and other instruments of similar character reasonably necessary to enforce the
obligations of the Company in respect of the Subordinate Liabilities in the
event the Junior Subordinated Creditors fail to do so within 15 days of the due
date pertaining thereto; and (ii) receive and apply to the Senior Obligations
every payment or distribution of every kind or character to which such Junior
Subordinated Creditors are entitled in respect thereof and give acquittance
therefor. The Junior Subordinated Creditors will execute and deliver such other
documents and instruments as the holders of the Senior Obligations, or any agent
or representative designated by them may reasonably request in order to give
effect to the foregoing terms of this Section 2.2(b). Notwithstanding the
foregoing, neither this Section 2.2 nor any other provision of this Agreement,
the Junior Subordinated Debt Documents or the Company's charter documents shall
be construed to give any holder of Senior Obligations any right to vote any
Junior Subordinated Note or any shares of common stock of the Company
represented by the Junior Warrants or issued pursuant to the exercise of the
Junior Warrants or any claim thereunder or with respect thereto, or any portion
of any such notes, shares or claims, whether in connection with any resolution,
arrangements, plan of reorganization, compromise, settlement, election of
trustees or otherwise.
2.3 Payment Block.
(a) If any default in the payment (a "Payment Default") on account of
any principal of or interest on the Senior Subordinated Notes (whether at
maturity or at a date fixed for prepayment or by declaration, acceleration or
otherwise) occurs or exists, then (i) the rights of any Junior Subordinated
Creditor to receive any payments or other distributions with respect to the
Subordinate Liabilities shall be suspended from and after the date that such
Junior Subordinated Creditor receives from the Senior Subordinated Creditors a
notice (a "Stop Payment Notice") of such Payment Default, (ii) immediately
following any Payment Default, and without the necessity of delivery of a Stop
Payment Notice, no payment or distribution of any character, whether in cash,
securities or other property (except for payment in securities which are
subordinate and junior in right of payment to all Senior Obligations then
outstanding) shall be made by the Company on account of the Subordinate
Liabilities or in respect of the redemption, retirement, purchase or other
acquisition thereof, and (iii) following the receipt by any Junior Subordinated
Creditor of a Stop Payment Notice, no payment or distribution of any character,
whether in cash, securities or other property on account of the Subordinate
Liabilities or in respect of the redemption, retirement, purchase or other
acquisition thereof (except securities which are subordinate and junior in right
of payment to all Senior Obligations then outstanding) shall be received or
accepted by such Junior Subordinated Creditor unless and until such Payment
Default shall have been cured or waived.
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(b) The Company may pay and each Junior Subordinated Creditor may take
and retain any payment on the Subordinate Liabilities before receipt by the
Junior Subordinated Creditors of a Stop Payment Notice; provided, however, that
in the event that Section 2.2 becomes applicable, then the provisions of Section
2.2 shall become effective without the necessity of delivery of a Stop Payment
Notice. Subject to the proviso in the immediately preceding sentence, the
Company shall be entitled to resume the making of any payments otherwise
prohibited under this Section 2.3, including any payments previously suspended,
at such time as the Payment Default giving rise to such prohibition under
Section 2.3(a) shall have been cured or waived in writing. Notwithstanding the
foregoing, the Company shall not make, and the Junior Subordinated Creditors
shall not be entitled to take and retain, any optional prepayments in respect of
Subordinate Liabilities without the consent of the Senior Subordinated
Creditors. Further, the Company shall not make, and the Junior Subordinated
Creditors shall not be entitled to take and retain, any mandatory prepayments in
respect of the Subordinate Liabilities upon a Change of Control (as such term is
defined in the Junior Subordinated Purchase Agreement) unless the Company has
satisfied all mandatory prepayment obligations in respect of the Senior
Obligations resulting from such Change of Control under the Senior Subordinated
Debt Agreements; provided, however, that the foregoing provisions of this
sentence shall not apply if the holders of Senior Obligations waive any payment

due upon any Change of Control.
(c) Notwithstanding anything to the contrary herein, the Senior
Subordinated Creditors shall not be required to deliver Stop Payment Notices to
Transferees (as hereinafter defined) who have not complied with Section 6.1
hereof.
2.4 Reserved.
2.5 Turn-Over of Payments Received by Junior Subordinated Creditors.
(a) In the event that (i) the Company shall make or any Junior
Subordinated Creditor shall receive any payment on the Subordinate Liabilities
which the holders thereof are not permitted to receive and retain pursuant to
Sections 2.1, 2.2 or 2.3 hereof, such payment shall be held in trust by the
Junior Subordinated Creditor receiving same, for the benefit of the Senior
Subordinated Creditors, and shall be paid over immediately (without necessity of
demand) to the Senior Subordinated Creditors, for the benefit of the holders of
the Senior Obligations, or as their respective interests may appear, for
application in accordance with the Senior Subordinated Debt Agreements to the
payment of all Senior Obligations remaining due and payable until the same shall
have been paid in full in cash, after giving effect to any concurrent payment or
distribution to the holders of such Senior Obligations.
(b) The proceeds of any sale or other disposition (other than to the
Company, or any Subsidiary or any Affiliate of the Company which has liability
for the Senior Subordinated Notes) of Subordinate Liabilities in accordance with
Section 6.1 hereof, which may be received by a holder thereof, shall not be
treated as a payment to which the holders of Senior Obligations are entitled
under this Agreement.
2.6 Obligations Absolute. The provisions of this Agreement are solely for
the purposes of defining the relative rights of the holders of Senior
Obligations on the one hand and
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the holders of Subordinate Liabilities on the other hand, with respect to the
enforcement of rights and remedies and priority of payment of the various
obligations of the Company to each of them. Nothing herein shall impair, as
between the Company and the holder of any Subordinate Liabilities, the
obligations of the Company, which are unconditional and absolute, to pay to the
holder thereof the principal and interest thereon and any other liabilities
encompassed in the Subordinate Liabilities, all in accordance with their
respective terms, nor shall anything in this Agreement prevent the occurrence of
any event of default under the Junior Subordinated Debt Documents, or prevent
any Junior Subordinated Creditor from exercising all remedies otherwise
permitted by the Junior Subordinated Debt Documents, applicable law or
otherwise, subject to (a) the rights, if any, of the holders of Senior
Obligations under Section 2.5 hereof to receive cash or property otherwise
payable or deliverable to the Junior Subordinated Creditors, and (b) the
restrictions on the Junior Subordinated Creditors in favor of the holders of
Senior Obligations set forth in Section 2 hereof.
2.7 Subrogation. Upon and subject to the payment in full in cash of the
Senior Obligations, the Junior Subordinated Creditors shall be subrogated to the
rights of the holders of Senior Obligations to receive payments or distributions
of assets of the Company applicable to the Senior Obligations until the
Subordinate Liabilities shall be paid in full; and, for the purposes of such
subrogation, no payments or distributions to the holders of Senior Obligations
to which the Junior Subordinated Creditors would be entitled except for the
provisions of this Agreement shall, as between the Company and its creditors
other than the holders of Senior Obligations and the Junior Subordinated
Creditors, be deemed to be a payment on account of the Senior Obligations. Each
Junior Subordinated Creditor hereby waives any claim against the Senior
Subordinated Creditors based on impairment of the Junior Subordinated Creditor's
rights of subrogation against the Company due to the action or inaction of the
Senior Subordinated Creditors or otherwise.
2.8 Subordination Not Affected. Without the necessity of any reservation of
rights against or any notice to or further assent by the Junior Subordinated
Creditors, (i) any demand for payment of any Senior Obligations made by any
holder of Senior Obligations may be rescinded in whole or in part by such
holder, (ii) the holders of Senior Obligations may exercise or refrain from
exercising any rights and/or remedies against the Company and others, if any,
liable under the Senior Obligations, and (iii) the Senior Obligations (including
without limitation, the Senior Subordinated Debt Agreements and the Senior
Subordinated Notes), or any collateral security therefor or right of any nature
with respect thereto, may be amended, extended, modified, continued,
accelerated, compromised, waived, surrendered or released by the holders of the
Senior Obligations, and any agreement or instrument evidencing, securing or
otherwise relating to the Senior Obligations may be amended, extended, modified,
continued, accelerated, compromised, waived, surrendered or released by the
holder thereof, all without impairing, abridging, releasing or affecting in any

manner the subordination of the Subordinate Liabilities to the Senior
Obligations provided for herein; provided, that without the prior written
consent of the Junior Subordinated Creditors (including, for purposes of this
Section, only Transferees who have complied with Section 6.1 hereof), the Senior
Subordinated Creditors shall not amend or otherwise modify any provision of the
Senior Subordinated Debt Agreements to (i) expressly prohibit the Company from
making payments in respect of the Subordinate Liabilities that, in each case,
are permitted to be made under this Agreement; (ii) expressly prohibit the
Company from making any amendments or modifications to the documents relating to
the Subordinate
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Liabilities that are not prohibited hereby; (iii) increase the stated applicable
pre-default or post-default interest rate margin by more than 2.00% per annum
above the respective stated margin set forth in the Senior Subordinated Debt
Agreements as in effect on the date hereof; or (iv) shorten the maturity of the
Senior Subordinated Notes as in effect on the date hereof, except to the extent
that the shortening of such maturity results solely from a change in the
maturity date under the Senior Subordinated Debt Agreements. Without limiting
the foregoing, each Junior Subordinated Creditor waives any and all notice of
the creation, amendment, extension, acceleration, compromise, continuation,
waiver, surrender, release or modification of any nature of any Senior
Obligations, and notice of or proof of reliance by the holders of Senior
Obligations upon the subordination provided for herein. The Senior Obligations
shall conclusively be deemed to have been created, contracted or incurred in
reliance upon the provisions of this Agreement.
2.9 Right To Retain Payment Received. Any payment in respect of the
Subordinate Liabilities which is not required to be held in trust for the
benefit of, or paid over to, the holders of Senior Obligations pursuant to
Section 2.3 or Section 2.5 hereof, and which is received by the holders of the
Subordinate Liabilities shall become the sole and absolute property of the
holders of Subordinate Liabilities and shall not, by virtue of the provisions of
this Agreement or otherwise, be subject to any payment over or any distribution
to or claim by any holders of Senior Obligations or any other person.
Section 3. Notices.
3.1 By the Senior Subordinated Creditors to the Junior Subordinated
Creditors. The Trustee shall endeavor to provide the Junior Subordinated
Creditors with notice of any Senior Event of Default by the Company under the
Senior Subordinated Debt Agreements simultaneously with giving notice to the
Company, provided, however, that the Senior Subordinated Creditors shall have no
liability to the Junior Subordinated Creditors for the Trustee's failure to
provide the Junior Subordinated Creditors with any such notice(s), and further
provided, that the failure to give such notice(s) shall not alter, amend, or
affect the subordination provisions of this Agreement.
3.2 By the Junior Subordinated Creditors to the Senior Subordinated
Creditors. Each Junior Subordinated Creditor shall endeavor to provide the
Trustee with notice of any default under the Junior Subordinated Debt Documents
to which it is a party simultaneously with giving notice to the Company,
provided, however, that no Junior Subordinated Creditor shall have any liability
to the Senior Subordinated Creditors for such Junior Subordinated Creditor's
failure to provide any notice required under this Section 3.2.
3.3 By the Company to the Senior Subordinated Creditors. The Company shall
provide the Senior Subordinated Creditors with copies of all notices of any
default received by it from any Junior Subordinated Creditor immediately upon
its receipt thereof.
3.4 By the Company to the Junior Subordinated Creditors. The Company shall
provide the Junior Subordinated Creditors with copies of all notices of any
default received by it from any Senior Subordinated Creditors immediately upon
its receipt thereof.
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Section 4. Representations and Warranties.
4.1 By the Company. The Company represents and warrants as follows:
(a) Junior Subordinated Debt Documents. Attached hereto as Exhibit A
are true, correct and complete copies of the Junior Subordinated Debt Documents.
(b) No Assignment or Participation in Junior Subordinated Notes. The
Junior Subordinated Creditors are the registered owners of the Junior
Subordinated Notes and the Junior Warrants.
(c) Authorization and Enforceability. The execution, delivery and
performance of this Agreement has been duly authorized by all necessary
corporate action on the part of the Company, and this Agreement constitutes a

valid and binding obligation of the Company, enforceable against the Company in
accordance with its terms.
(d) Subordinated Notes Legended. The Company has caused the Junior
Subordinated Notes and the Junior Warrants issued to and held by the Junior
Subordinated Creditors to be affixed with a legend referencing this Agreement
and the subordination provisions hereof.
4.2 By the Junior Subordinated Creditors.
(a) Each Junior Subordinated Creditor hereby represents and warrants
that it has not sold (in whole or in part) or granted any assignments of or
participations in the Junior Subordinated Notes and the Junior Warrants; nor has
such Junior Subordinated Creditor granted or permitted to exist any lien or
encumbrance of any nature on such notes and warrants.
(b) Each Junior Subordinated Creditor hereby acknowledges that this
Agreement is a "subordination agreement" within the meaning of Section 501(a) of
the United States Bankruptcy Code, 11 U.S.C. (S)510(a).
Section 5. Covenants of the Subordinated Creditors.
5.1 Amendment of Junior Subordinated Purchase Agreement and Junior
Subordinated Notes. Neither the Company nor the Junior Subordinated Creditors
will, without the prior written consent of the Trustee acting on behalf of the
Senior Subordinated Creditors, amend or consent to the amendment of the Junior
Subordinated Debt Documents if such amendment would (i) increase the principal
amount payable by the Company in respect of the Junior Subordinated Notes
(except increases in principal amount or interest rate of the Junior
Subordinated Notes as a result of payment-in-kind interest), and/or the amount
of the Subordinate Liabilities; (ii) expressly prohibit the Company from making
any amendments or modifications to the documents relating to the Senior
Obligations that are not prohibited hereby; or (iii) increase the stated
applicable pre-default or post-default interest rate margin by more than 2.00%
per annum above the respective stated margin set forth in the Junior
Subordinated Debt Documents as in effect on the date hereof; or (iv) shorten the
amortization period of the Junior Subordinated Notes as in effect on the date
hereof.
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5.2 Validity and Enforceability of Senior Subordinated Debt Agreements. The
Junior Subordinated Creditors will not in any proceeding, whether in connection
with a bankruptcy or insolvency or other event described in Section 2.2 or
otherwise, (i) challenge the validity or enforceability of the Senior
Subordinated Debt Agreements, or any provisions thereof or (ii) take any other
action that could be reasonably expected to interfere with the commercially
reasonable exercise of the Senior Subordinated Creditors' rights with respect to
the Senior Obligations.
Section 6. Miscellaneous.
6.1 Transfers. No Junior Subordinated Creditor shall sell, assign or
otherwise transfer, in whole or in part, any Subordinate Liabilities or any
interest therein, to any other person or entity (a "Transferee") unless such
Transferee first signs an acknowledgment in the form of Exhibit A hereto and
delivers a signed counterpart hereof to each other party hereto, whereby each
such Transferee shall become a party hereto and expressly acknowledges the
subordination provided for herein and agrees to be bound by all of the terms
hereof. The Company hereby agrees that any such transfer shall not affect its
obligations under this Agreement and that it will promptly execute and deliver
any such counterpart when requested to do so.
6.2 Modifications. No amendment, modification, termination or waiver of any
provision of this Agreement, or consent to any departure therefrom, shall in any
event be effective without the written concurrence of the Trustee and the
holders of at least a majority of the Junior Subordinated Notes then
outstanding.
6.3 Termination; Reinstatement. This Agreement shall remain in full force
and effect until the payment in full in cash of all Senior Obligations,
provided, that this Agreement shall continue to be effective or be reinstated
(as the case may be) if at any time payment of any of the Senior Obligations is
refunded or rescinded or must otherwise be returned by the Senior Subordinated
Creditors upon a bankruptcy, arrangement, reorganization or similar proceeding
for relief of debtors under state or federal law or otherwise, all as though
such payment had not been made.
6.4 Notices. Unless otherwise specifically provided herein, any notice or
other communication herein required or permitted to be given shall be in writing
and shall be deemed to have been given and received the (i) day of sending if
delivered by hand delivery, telegram, telecopy or telex, receipt confirmed, (ii)
one (1) day after being sent, if sent by Federal Express, Express Mail, or other
similar nationally known overnight delivery service, or (iii) three (3) days

after being deposited in the mails, registered or certified with postage
prepaid, and properly addressed. For the purposes hereof, the address of each
party hereto is as set forth under its name on the signature pages hereof, or
such other address as such party may specify by written notice to each other
party.
6.5 Third Party Rights. This Agreement is solely for the benefit of the
Senior Subordinated Creditors, the Junior Subordinated Creditors and the
Company, and no other person shall have any right, benefit, priority or other
interest under, or because of the existence of, this Agreement.
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6.6 Counterparts. This Agreement and any amendments, waivers, consents, or
supplements may be executed in any number of counterparts and by the different
parties hereto in separate counterparts, each of which when so executed and
delivered shall be deemed an original, but all such counterparts together shall
constitute one and the same instrument.
6.7 Governing Law. This Agreement shall be governed by the laws of the
State of New York. The Company and each of the Junior Subordinated Creditors, to
the extent that they may lawfully do so, hereby consent to service of process,
and to be sued, in the State of New York and consent to the jurisdiction of the
federal courts of the United States of America or the courts of the State of New
York, in each case located in The City of New York, as well as to the
jurisdiction of all courts to which an appeal may be taken from such courts, for
the purpose of any suit, action or other proceeding arising out of this
Agreement or any of their respective obligations hereunder or with respect to
the transactions contemplated hereby, and expressly waive any and all objections
they may have as to venue in any such courts. The Company and the Junior
Subordinated Creditors further agree that a summons and complaint commencing an
action or proceeding in any of such courts shall be properly served and shall
confer personal jurisdiction if served personally or by certified mail to it at
its address set forth below or as otherwise provided under the laws of the State
of New York. The Company and the Junior Subordinated Creditors irrevocably waive
all right to a trial by jury in any suit, action or other proceeding instituted
by or against the Company and/or the Junior Subordinated Creditors in respect of
their respective obligations hereunder or the transactions contemplated hereby.
6.8 Descriptive Headings. The descriptive headings of this Agreement are
for convenience only and shall have no legal effect.
[Signature pages follow]
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IN WITNESS WHEREOF, the parties hereto have executed this Agreement as an
instrument under seal as of the date first above written.
SUBORDINATED CREDITOR:
THE NORTHWESTERN MUTUAL
LIFE INSURANCE COMPANY
By: /s/ Mark E. Kishler
-----------------------------------------Name: Mark E. Kishler
Title: Authorized Representative
The Northwestern Mutual Life Insurance Company
720 East Wisconsin Avenue
Milwaukee, WI 53202
Attention: Securities Department
Fax: (414) 665-7124
with a copy to:
The Northwestern Mutual Life Insurance Company
720 East Wisconsin Avenue
Milwaukee, WI 53202
Attention: Timothy Otto, Legal Department
Fax: (414) 665-7016
COMPANY:
MONITRONICS INTERNATIONAL, INC.
By: /s/ Michael R. Meyers

-----------------------------------------Michael R. Meyers
Vice President and Chief Financial Officer
12801 Stemmons Freeway, Suite 821
Dallas, TX 75234
with a copy to:
Vinson & Elkins L.L.P.
3700 Trammell Crow Center
2001 Ross Avenue
Dallas, TX 75201
Attention: Christine Hathaway, Esq.
TRUSTEE:
THE BANK OF NEW YORK TRUST
COMPANY OF FLORIDA, N.A.
By: /s/ Patrick Giordano
-----------------------------------------Name: Patrick Giordano
Title: Vice President
The Bank of New York Trust Company of Florida,
N.A.
Corporate Trust Division
600 North Pearl Street, Suite 420
Dallas, Texas 75201
Attention: Patrick T. Giordano
EXHIBIT A
ACKNOWLEDGMENT
The undersigned purchaser, assignee, or transferee of the Subordinate
Liabilities described in Schedule 1 attached hereto, hereby acknowledges the
terms of this Intercreditor and Subordination Agreement and the subordination
provided for herein and agrees to be bound by all of the terms hereof. This
Agreement will be attached to and become part of the Intercreditor and
Subordination Agreement.
-----------------------------------------By:
-------------------------------------Its:
------------------------------------Date:
-----------------------------------Notice Address:
---------------------------------------------------------------------------------------------------------------------------Attention:
-------------------------------Telecopy Number:
------------------------Acknowledged and Agreed:
MONITRONICS INTERNATIONAL, INC.
By:
------------------------------Name:
Title:

Exhibit
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INTERCREDITOR AGREEMENT
INTERCREDITOR AND SUBORDINATION AGREEMENT (this "Agreement") dated as of
August 25, 2003 by and among Monitronics International, Inc., a Texas
corporation (the "Borrower"), Fleet National Bank, as Administrative Agent for
the Lenders from time to time party to the Credit Agreement referred to below
(the "Administrative Agent"), and The Northwestern Mutual Life Insurance Company
("NML").
RECITALS
WHEREAS, the Borrower, the Administrative Agent, Bank of America, N.A., as
syndication agent, and the Lenders referred to therein are entering into a
Credit Agreement dated as of the date hereof (as amended, modified, supplemented
and/or extended from time to time, the "Credit Agreement", capitalized terms
used herein and not otherwise defined shall have the same meanings herein as in
the Credit Agreement), pursuant to which the Lenders have agreed, subject to the
terms and conditions set forth therein, to make revolving credit loans, swing
line loans and term loans to the Borrower (collectively, the "Loans"), such
Loans to be evidenced by the Borrower's Revolving Credit and Term Notes, payable
to the order of the respective Lenders (collectively, as amended, modified,
supplemented and/or extended from time to time the "Notes"); and
WHEREAS, the Borrower and NML are parties to that certain Subordinated Note
and Warrant Purchase Agreement dated as of January 18, 2002 (the "Original
Purchase Agreement"), whereby NML extended loans to the Borrower in an aggregate
principal amount of Forty Million Dollars ($40,000,000) on the terms and
conditions set forth therein, such loans evidenced by the Borrower's 13.5%
Subordinated Notes Due January 18, 2009, in the aggregate principal amount of
Forty Million Dollars ($40,000,000) issued to NML (collectively, as amended,
modified, supplemented and/or extended from time to time, the "Subordinated
Notes") and warrants to purchase an aggregate of up to 1,133,328 shares of Class
A Common Stock, par value $.01 per share, of the Borrower (the "Warrants"); and
WHEREAS, on the date hereof, concurrently with the funding of the initial
Loans under the Credit Agreement, NML and the Borrower are entering into the
First Amendment to Subordinated Note and Warrant Purchase Agreement (the
"Amendment"; the Amendment and the Original Purchase Agreement being referred to
herein collectively as the "Subordinated Purchase Agreement"), and the Borrower
is redeeming Twenty Million Four Hundred Ninety Thousand Nine Hundred Twenty
Seven Dollars and 10/100 ($20,490,927.10) in principal amount of the
Subordinated Notes and paying such amounts as required under the Original
Purchase Agreement to be paid in connection with such redemption; and
WHEREAS, the obligation of the Lenders to make the Loans is subject to the
condition, among others, that NML shall execute and deliver this Agreement and
subordinate, to the extent and in the manner hereinafter set forth, the
Subordinate Liabilities (as hereinafter defined);
NOW, THEREFORE, in consideration of the foregoing premises and the
covenants contained herein, the parties hereto agree as follows:
AGREEMENT
Section 1. Definitions.
As used in this Agreement, the terms defined above shall have their
respective meanings set forth above and the following terms shall have the
following meanings:
1.1 "Senior Agreements" shall mean, collectively, the Credit Agreement, the
Notes, the Security Documents and each other Loan Document, in each case, as
amended, restated, modified, supplemented and/or extended from time to time.
1.2 "Senior Event of Default" shall mean the occurrence of any Default or
Event of Default under and as from time to time defined in the Credit Agreement.
1.3 "Senior Lender" or "Senior Lenders" shall mean the Administrative
Agent, each Lender now or hereafter party to the Credit Agreement together with
any other holder of any Senior Obligations, jointly, severally or jointly and
severally, as the context may require.
1.4 "Senior Obligations" shall mean any and all indebtedness of the
Borrower to the Senior Lenders for principal, interest (including, without
limitation, interest and other amounts that would accrue and become due but for
the filing of a petition in bankruptcy or the operation of the automatic stay
under Section 362(a) of Title 11 of the United States Code, as amended, or
similar laws, as now or hereafter in effect, whether or not any such interest or
other amounts is allowed as a claim enforceable against the Borrower in such
proceeding), fees, indemnities, expenses and costs (including costs of
collection, and including fees and expenses accrued during any bankruptcy

proceeding, whether or not such fees and expenses are allowed as a claim
enforceable against the Borrower in such proceeding) and all other amounts,
including amounts advanced to protect the liens and security interests (and/or
the collateral) of the Senior Lenders, in each case as provided under the Senior
Agreements and/or any documents contemplated thereby, direct or indirect,
contingent or non-contingent, secured or unsecured, now existing or hereafter
arising or incurred or now or hereafter due and owing to the Senior Lenders;
provided, that the principal amount (exclusive of interest (including, without
limitation, interest and other amounts that would accrue and become due but for
the filing of a petition in bankruptcy or the operation of the automatic stay
under Section 362(a) of Title 11 of the United States Code, as amended, or
similar laws, as now or hereafter in effect, whether or not any such interest or
other amounts is allowed as a claim enforceable against the Borrower in such
proceeding)) of such indebtedness shall not exceed an amount equal to
$470,000,000, without the prior written consent of the Subordinated Creditors in
accordance with Section 6.2 hereof.
1.5 "Subordinated Creditors" shall mean NML, together with any other holder
of any Subordinate Liabilities.
1.6 "Subordinated Debt Documents" shall mean the Subordinated Purchase
Agreement, the Subordinated Notes and the Warrants, in each case as amended,
restated, modified, supplemented and/or extended from time to time.
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1.7 "Subordinate Liabilities" shall mean all indebtedness of the Borrower
to the Subordinated Creditors for (a) principal of and interest on the
Subordinated Notes, together with any prepayment fees or premiums under the
Subordinated Notes and (b) any and all other indebtedness, liabilities or
obligations of any kind or nature of the Borrower, direct or indirect,
contingent or non-contingent, now existing or hereafter arising or incurred or
now or hereafter due and owing to any Subordinated Creditor under or with
respect to the Subordinated Notes and/or the Subordinated Purchase Agreement,
including without limitation fees, expenses, costs, and post-petition interest
in bankruptcy.
Section 2. Subordination.
2.1 Subordination. So long as any Senior Obligations are outstanding or the
Lenders are obligated to make Loans to the Borrower under the Credit Agreement,
each Subordinated Creditor agrees that the Subordinate Liabilities are and shall
at all times hereafter be expressly subordinate and junior in right of payment
and exercise of remedies to all Senior Obligations in the manner and to the
extent set forth in this Section 2, including but not limited to the occurrence
of redemptions or any other events that would require the Borrower to accelerate
payment in respect of the Subordinate Liabilities. Without limiting the
foregoing, any lien on, security interest in, or mortgage or pledge of or into
any of the assets of the Borrower in favor of or for the benefit of any
Subordinated Creditor, whether now existing or arising in the future, is hereby
expressly made subordinate and junior in priority of payment and right of
enforcement to any liens, security interests, mortgages or pledges of or into
any of the assets of the Borrower, both now existing and arising in the future,
securing any of the Senior Obligations.
2.2 Bankruptcy; Insolvency, etc.
(a) In the event of any insolvency, bankruptcy, receivership,
liquidation, reorganization or other similar proceedings relative to the
Borrower or to its assets, or in the event of any proceedings for voluntary
liquidation, dissolution or other winding up of the Borrower, whether or not
involving insolvency or bankruptcy, so long as any Senior Obligations are
outstanding, the holders of Senior Obligations shall be entitled in any such
proceedings to receive payment in full in cash of all Senior Obligations before
the Subordinated Creditors are entitled in such proceeding to receive any
payment on account of the Subordinate Liabilities (except for payment in
securities which are subordinate and junior in right of payment to all Senior
Obligations then outstanding), and to that end in any such proceedings, so long
as any Senior Obligations remain outstanding, any payment or distribution of any
kind or character, whether in cash or in other property, to which the
Subordinated Creditors would be entitled but for the provisions hereof (except
for payment in securities which are subordinate and junior in right of payment
to all Senior Obligations then outstanding) shall be delivered to the holders of
Senior Obligations to the extent necessary to make payment in full in cash of
all Senior Obligations remaining unpaid, after giving effect to any concurrent
payment or distribution to the holders of Senior Obligations in respect thereof.
(b) So long as any Senior Obligations remain outstanding, the holders
of Senior Obligations (or their representatives) are authorized and empowered,
in any proceedings described in Section 2.2(a), in their own names or in the
names of the Subordinated Creditors, to
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(i) file claims, proofs of claim and other instruments of similar character
reasonably necessary to enforce the obligations of the Borrower in respect of
the Subordinate Liabilities in the event the Subordinated Creditors fail to do
so within 15 days of the due date pertaining thereto; and (ii) receive and apply
to the Senior Obligations every payment or distribution of every kind or
character to which such Subordinated Creditors are entitled in respect thereof
and give acquittance therefor. The Subordinated Creditors will execute and
deliver such other documents and instruments as the holders of the Senior
Obligations, or any agent or representative designated by them may reasonably
request in order to give effect to the foregoing terms of this Section 2.2(b).
Notwithstanding the foregoing, neither this Section 2.2 nor any other provision
of this Agreement, the Subordinated Debt Documents or the Borrower's charter
documents shall be construed to give any holder of Senior Obligations any right
to vote any Subordinated Note, or any shares of common stock of the Borrower
represented by the Warrants or issued pursuant to the exercise of the Warrants
or any claim thereunder or with respect thereto, or any portion of any such
notes, shares or claims, whether in connection with any resolution,
arrangements, plan of reorganization, compromise, settlement, election of
trustees or otherwise.
2.3 Payment Block.
(a) If any default in the payment (a "Payment Default") on account (y)
of any principal of or interest on the Notes, or (z) any fees or other amounts
payable in respect of any Senior Obligations in the aggregate in excess of
$250,000, (in either case, whether at maturity or at a date fixed for prepayment
or by declaration, acceleration or otherwise) occurs or exists, then (i) the
rights of any Subordinated Creditor to receive any payments or other
distributions with respect to the Subordinate Liabilities shall be suspended
from and after the date that such Subordinated Creditor receives from the
Administrative Agent a notice (a "Stop Payment Notice") of such Payment Default,
(ii) immediately following any Payment Default, and without the necessity of
delivery of a Stop Payment Notice, no payment or distribution of any character,
whether in cash, securities or other property (except for payment in securities
which are subordinate and junior in right of payment to all Senior Obligations
then outstanding) shall be made by the Borrower on account of the Subordinate
Liabilities or in respect of the redemption, retirement, purchase or other
acquisition thereof, and (iii) following the receipt by any Subordinated
Creditor of a Stop Payment Notice, no payment or distribution of any character,
whether in cash, securities or other property on account of the Subordinate
Liabilities or in respect of the redemption retirement, purchase or other
acquisition thereof (except for payment in securities which are subordinate and
junior in right of payment to all Senior Obligations then outstanding) shall be
received or accepted by such Subordinated Creditor unless and until such Payment
Default shall have been cured or waived.
(b) If any Senior Event of Default has occurred and is continuing
under circumstances in which Sections 2.2 and 2.3(a) are not applicable, or
would occur after giving effect to any payment in respect of the Subordinate
Liabilities, then (i) the rights of any Subordinated Creditor to receive any
payments or other distributions with respect to the Subordinate Liabilities
shall be suspended from and after the date that such Subordinated Creditor
receives a Stop Payment Notice from the Administrative Agent with respect to
such default, and (ii) from and after the delivery of such a Stop Payment
Notice, no payment or distribution of any character, whether in cash, securities
or other property (except securities
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which are subordinate and junior in right of payment to all Senior Obligations
then outstanding) shall be made by the Borrower, or received or accepted by any
Subordinated Creditor from the Borrower, on account of the Subordinate
Liabilities, or in respect of the redemption, retirement, purchase or other
acquisition thereof, unless and until such default shall have been cured or
waived in writing by the Senior Lenders or 180 days shall have elapsed since the
date upon which such Subordinated Creditor received such Stop Payment Notice,
whichever is earlier; provided, however, that, for purposes of this subsection
(b), the Administrative Agent shall not be permitted to (i) issue a Stop Payment
Notice more than once during any 365 consecutive days, (ii) issue more than four
Stop Payment Notices in the aggregate during the term of this Agreement, or
(iii) use any default existing on the date that any Stop Payment Notice is
issued by it (and with respect to which it had at that time actual knowledge) as
the basis for the issuance of any subsequent Stop Payment Notice; provided,
further, however, that the limitations set forth in the foregoing proviso shall
not be applicable with respect to a Stop Payment that is deemed to be delivered
under this subsection (b) as a result of the delivery by a Subordinated Creditor
of an Acceleration Notice (as defined in Section 2.4 hereof). Unless the
provisions of Sections 2.2 or 2.3(a) become applicable (whether by acceleration
or otherwise), no payment suspension period commenced pursuant to this Section
2(b) shall exceed 180 consecutive days.
(c) Notwithstanding anything to the contrary contained in Section
2.3(b), the Borrower may pay and each Subordinated Creditor may take and retain

any payment on the Subordinate Liabilities before receipt by the Borrower of a
Stop Payment Notice, except for prepayments or redemptions in respect thereof
(whether mandatory or otherwise); provided, however, that in the event that
Section 2.2 or Section 2.3(a) become applicable (whether by acceleration or
otherwise during the pendency of a payment suspension period pursuant to Section
2.3(b)), then the provisions of Section 2.2 or Section 2.3(a), as applicable,
shall become effective without the necessity of delivery of a Stop Payment
Notice. Subject to the proviso in the immediately preceding sentence, the
Borrower shall be entitled to resume the making of any payments otherwise
prohibited under this Section 2.3, including any payments previously suspended,
at such time as the default giving rise to such prohibition shall have been
cured or waived in writing or the applicable period following the date upon
which the Subordinated Creditors received the relevant Stop Payment Notice shall
have elapsed. The making of payments by the Borrower to the extent permitted by
this Agreement (including payments made during the pendency of a Senior Event of
Default when no Stop Payment Notice is in effect) shall not constitute a breach
of Section 8.7 of the Credit Agreement, except for purposes of determining
whether the conditions to lending thereunder have been satisfied.
(d) Notwithstanding anything to the contrary herein, the
Administrative Agent shall not be required to deliver Stop Payment Notices to
Transferees (as hereinafter defined) who have not complied with Section 6.1
hereof.
2.4 Standstill. Each Subordinated Creditor agrees that such Subordinated
Creditor shall not exercise any rights or remedies or take any enforcement
action available upon the occurrence of a default or an event of default or
otherwise under the documents evidencing the Subordinate Liabilities or take any
action toward the collection of any Subordinate Liabilities during the period
(the "Standstill Period") ending on the earliest of (a) the expiration of 90
days following the Subordinated Creditor giving a written notice to the Borrower
and the
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Administrative Agent stating that a default or an event of default under
the Subordinated Debt Documents to which it is a party has occurred and is
continuing and confirming that such Subordinated Creditor intends to exercise
its rights and remedies with respect to such default or event of default, (b)
the date the Senior Lenders accelerate the maturity of the Senior Obligations or
the date the Senior Lenders exercise any foreclosure remedies or proceedings
available to it upon an event of default with respect to the Senior Obligations,
(c) the occurrence of a proceeding described in Section 2.2(a) above, (d) the
date that all of the Senior Obligations shall have been paid in full and the
Senior Agreements are terminated, (e) the date that the Borrower makes any
payment or distribution, other than in the ordinary course of business, in
respect of any indebtedness which is not either Senior Obligations or other
indebtedness which, by its terms, is senior in right of payment to the
Subordinate Liabilities or, if earlier, the date that the Borrower enters into
any agreement to effectuate such a payment of distribution or (f) the date on
which the Borrower consummates a sale of its assets, the proceeds of which have
an aggregate book value in excess of 25% of the book value of the Borrower's
consolidated assets prior to such sale. The failure to make a payment of
principal of, interest on, or fees, costs or expenses relative to any of the
Subordinate Liabilities by reason of any provision of this Agreement shall not
be construed as preventing the occurrence of a default or event of default with
respect to such Subordinate Liabilities. In the event that the Subordinated
Creditors commence the exercise of any rights or remedies or any enforcement
action after the expiration of any Standstill Period imposed pursuant to this
Section 2.4, then the Borrower hereby agrees not to assert, and hereby waives
any right to assert, as a defense or otherwise, that such exercise of rights,
remedies and/or enforcement actions by the Subordinated Creditors are untimely
or that the Subordinated Creditors' delay in commencing such rights, remedies
and/or enforcement actions constitutes a waiver of any of its rights or remedies
or is otherwise commercially unreasonable. Furthermore, the Borrower agrees that
any applicable statute of limitations that would otherwise prevent the
Subordinated Creditors from pursuing any claim with respect to the Subordinate
Liabilities shall be tolled upon the commencement of, and until the expiration
of, any Standstill Period imposed pursuant to this Section 2.4, and the Borrower
hereby agrees not to assert, and hereby waives any right to assert as a defense,
any applicable statute of limitations without giving effect to such tolling.
Notwithstanding the foregoing, no Subordinated Creditor shall be prohibited from
(i) taking any action at any time that is required under applicable law to toll
any applicable statute of limitations that (without giving effect to the
preceding sentence) would otherwise prevent such Subordinated Creditor from
preserving any claim with respect to the Subordinate Liabilities, provided that
such Subordinated Creditor simultaneously provides the Administrative Agent and
the other Subordinated Creditors with written notice thereof; or (ii)
accelerating the maturity of the Subordinated Notes; provided, however, that if
such Subordinated Creditor intends to accelerate the maturity of the
Subordinated Notes at any time prior to the expiration of the applicable
Standstill Period, then (x) such Subordinated Creditor shall provide the
Administrative Agent with written notice prior to such acceleration (an
"Acceleration Notice"), (y) no enforcement action shall be taken by any holder

of Subordinate Liabilities with respect to such acceleration during the
Standstill Period, and (z) such Acceleration Notice shall be deemed also to
constitute a Stop Payment Notice under Section 2.3(b) hereof unless a payment
block pursuant to a Stop Payment Notice under Section 2.3(b) is then in effect.
If any holder of Subordinate Liabilities receives any payment from the Borrower,
such payment shall be deemed to constitute a representation of the Borrower to
the Senior Lenders and the Subordinated Creditors that no Senior Event of
Default exists under the Credit Agreement (and that, after
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giving effect to such payment, no Senior Event of Default will exist), and that
such payment is permitted to be paid by the Borrower under the Credit Agreement
and this Agreement.
2.5 Turn-Over of Payments Received by Subordinated Creditors.
(a) In the event that the Borrower shall make or any Subordinated
Creditor shall receive any payment on the Subordinate Liabilities which the
holders thereof are not permitted to receive and retain pursuant to Sections
2.1, 2.2, 2.3, or 2.4, such payment shall be held in trust by the Subordinated
Creditor receiving same, for the benefit of the Senior Lenders, and shall be
paid over immediately (without necessity of demand) to the Administrative Agent,
for the benefit of the holders of the Senior Obligations, as their respective
interests may appear, for application in accordance with the Senior Agreements
to the payment of all Senior Obligations remaining due and payable until the
same shall have been paid in full in cash, after giving effect to any concurrent
payment or distribution to the holders of such Senior Obligations.
(b) The proceeds of any sale or other disposition (other than to the
Borrower, or any Subsidiary or any Affiliate of the Borrower which has liability
for the Loans) of Subordinate Liabilities in accordance with Section 6.1 hereof,
which may be received by a holder thereof, shall not be treated as a payment to
which the holders of Senior Obligations are entitled under this Agreement.
2.6 Obligations Absolute. The provisions of this Agreement are solely for
the purposes of defining the relative rights of the holders of Senior
Obligations on the one hand and the holders of Subordinate Liabilities on the
other hand, with respect to the enforcement of rights and remedies and priority
of payment of the various obligations of the Borrower to each of them. Nothing
herein shall impair, as between the Borrower and the holder of any Subordinate
Liabilities, the obligations of the Borrower, which are unconditional and
absolute, to pay to the holder thereof the principal and interest thereon and
any other liabilities encompassed in the Subordinate Liabilities, all in
accordance with their respective terms, nor shall anything in this Agreement
prevent the occurrence of any event of default under the Subordinated Debt
Documents, or prevent any Subordinated Creditor from exercising all remedies
otherwise permitted by the Subordinated Debt Documents, applicable law or
otherwise, subject to (a) the rights, if any, of the holders of Senior
Obligations under Section 2.5 of this Agreement to receive cash or property
otherwise payable or deliverable to the Subordinated Creditors, and (b) the
restrictions on the Subordinated Creditors in favor of the holders of Senior
Obligations set forth in Section 2 hereof.
2.7 Subrogation. Upon and subject to the payment in full in cash of the
Senior Obligations, the Subordinated Creditors shall be subrogated to the rights
of the holders of Senior Obligations to receive payments or distributions of
assets of the Borrower applicable to the Senior Obligations until the
Subordinate Liabilities shall be paid in full; and, for the purposes of such
subrogation, no payments or distributions to the holders of Senior Obligations
to which the Subordinated Creditors would be entitled except for the provisions
of this Agreement shall, as between the Borrower and its creditors other than
the holders of Senior Obligations and the Subordinated Creditors, be deemed to
be a payment on account of the Senior Obligations. Each Subordinated Creditor
hereby waives any claim against the Senior Lenders based on impairment
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of the Subordinated Creditor's rights of subrogation against the Borrower due to
the action or inaction of the Senior Lenders or otherwise.
2.8 Subordination Not Affected. Without the necessity of any reservation of
rights against or any notice to or further assent by the Subordinated Creditors,
(i) any demand for payment of any Senior Obligations made by any holder of
Senior Obligations may be rescinded in whole or in part by such holder, (ii) the
holders of Senior Obligations may exercise or refrain from exercising any rights
and/or remedies against the Borrower and others, if any, liable under the Senior
Obligations, and (iii) the Senior Obligations (including without limitation, the
Credit Agreement, the Notes, the Security Documents and the other Loan
Documents), or any collateral security therefor or right of any nature with
respect thereto, may be amended, extended, modified, continued, accelerated,
compromised, waived, surrendered or released by the holders of the Senior
Obligations, and any agreement or instrument evidencing, securing or otherwise

relating to the Senior Obligations may be amended, extended, modified,
continued, accelerated, compromised, waived, surrendered or released by the
holder thereof, all without impairing, abridging, releasing or affecting in any
manner the subordination of the Subordinate Liabilities to the Senior
Obligations provided for herein; provided, that without the prior written
consent of the Subordinated Creditors (including, for purposes of this Section,
only Transferees who have complied with Section 6.1 hereof), the Senior Lenders
shall not amend or otherwise modify any provision of the Senior Agreements to
(i) expressly prohibit the Borrower from making payments in respect of the
Subordinate Liabilities that, in each case, are permitted to be made under this
Agreement; (ii) expressly prohibit the Borrower from making any amendments or
modifications to the documents relating to the Subordinate Liabilities that are
not prohibited hereby or by the Senior Agreements as in effect on the date
hereof; (iii) to increase the stated applicable pre-default or post-default
interest rate margin by more than 2.00% per annum above the respective stated
margin set forth in the Senior Agreements as in effect on the date hereof; (iv)
to extend any maturity date under the Senior Agreements (as in effect on the
date hereof) more than sixty (60) days; (v) to increase the stated principal
amount of the Senior Obligations to more than the principal amount set forth in
the definition of Senior Obligations or (vi) to shorten the amortization period
of the Loans under the Credit Agreement as in effect on the date hereof, except
to the extent that the shortening of such period results solely from a change in
the maturity date under the Senior Agreement. Without limiting the foregoing,
each Subordinated Creditor waives any and all notice of the creation, amendment,
extension, acceleration, compromise, continuation, waiver, surrender, release or
modification of any nature of any Senior Obligations, and notice of or proof of
reliance by the holders of Senior Obligations upon the subordination provided
for herein. The Senior Obligations shall conclusively be deemed to have been
created, contracted or incurred in reliance upon the provisions of this
Agreement.
2.9 Right To Retain Payment Received. Any payment in respect of the
Subordinate Liabilities which is not required to be held in trust for the
benefit of, or paid over to, the holders of Senior Obligations pursuant to
Section 2.3 or Section 2.5, and which is received by the holders of the
Subordinate Liabilities shall become the sole and absolute property of the
holders of Subordinate Liabilities and shall not, by virtue of the provisions of
this Agreement or otherwise, be subject to any payment over or any distribution
to or claim by any holders of Senior Obligations or any other person.
8
Section 3. Notices.
3.1 By the Senior Lenders to the Subordinated Creditors. The Administrative
Agent shall endeavor to provide the Subordinated Creditors with notice of any
Senior Event of Default by the Borrower under the Credit Agreement
simultaneously with giving notice to the Borrower, provided, however, that the
Senior Lenders shall have no liability to the Subordinated Creditors for the
Administrative Agent's failure to provide the Subordinated Creditors with any
such notice(s), and further provided, that the failure to give such notice(s)
shall not alter, amend, or affect the subordination provisions of this
Agreement.
3.2 By the Subordinated Creditors to the Senior Lenders. Each Subordinated
Creditor shall endeavor to provide the Administrative Agent with notice of any
default under the Subordinated Debt Documents simultaneously with giving notice
to the Borrower, provided, however, that no Subordinated Creditor shall have any
liability to the Senior Lenders for such Subordinated Creditor's failure to
provide any notice required under this Section 3.2.
3.3 By the Borrower to the Administrative Agent. The Borrower shall provide
the Administrative Agent with copies of all notices of any default received by
it from any Subordinated Creditor immediately upon its receipt thereof.
3.4 By the Borrower to the Subordinated Creditors. The Borrower shall
provide the Subordinated Creditors with copies of all notices of any default
received by it from any Senior Lender immediately upon its receipt thereof.
Section 4. Representations and Warranties.
4.1 By the Borrower. The Borrower represents and warrants as follows:
(a) Subordinated Purchase Agreement; Subordinated Notes. Attached
hereto as Exhibit A are true, correct and complete copies of the Subordinated
Debt Documents.
(b) No Assignment or Participation in Subordinated Notes. The
Subordinated Creditors are the registered owners of the Subordinated Notes and
the Warrants.
(c) Authorization and Enforceability. The execution, delivery and
performance of this Agreement has been duly authorized by all necessary
corporate action on the part of the Borrower, and this Agreement constitutes a

valid and binding obligation of the Borrower, enforceable against the Borrower
in accordance with its terms.
(d) Subordinated Notes Legended. The Borrower has caused the
Subordinated Notes and the Warrants issued to and held by the Subordinated
Creditors to be affixed with a legend referencing this Agreement and the
subordination provisions hereof.
4.2 By the Subordinated Creditors.
(a) Each Subordinated Creditor hereby represents and warrants that it
has not sold (in whole or in part) or granted any assignments of or
participations in the Subordinated
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Notes or the Warrants; nor has such Subordinated Creditor granted or permitted
to exist any lien or encumbrance of any nature on such Subordinated Notes or
Warrants.
(b) Each Subordinated Creditor hereby acknowledges that this Agreement
is a "subordination agreement" within the meaning of Section 501(a) of the
United States Bankruptcy Code, 11 U.S.C. (S)510(a).
Section 5. Covenants of the Subordinated Creditors.
5.1 Amendment of Subordinated Purchase Agreement and Subordinated Notes.
Neither the Borrower nor the Subordinated Creditors will, without the prior
written consent of the Senior Lenders, amend or consent to the amendment of the
Subordinated Debt Documents if such amendment would (i) increase the principal
amount or interest rate payable by the Borrower in respect of the Subordinated
Notes (except increases in principal amount of the Subordinated Notes as a
result of payment-in-kind interest), and/or the amount of the Subordinate
Liabilities; (ii) change the dates on which payments of principal or interest on
the Subordinated Notes or any other Subordinate Liabilities are due; (iii) amend
existing covenants or the related definitions used therein (by making them more
restrictive), including but not limited to the financial covenants set forth
therein; (iv) amend the definitions of default or event of default appearing in
the Subordinated Debt Documents; (v) add any provisions to the Subordinated Debt
Documents requiring the Borrower to make any additional payments or prepayments
to the Subordinated Creditors or requiring the Borrower to purchase, exchange or
redeem any portion of the Subordinate Liabilities or the Warrants, or (vi) take
any collateral as security for the Subordinate Liabilities.
5.2 Validity and Enforceability of Liens Securing Senior Obligations;
Cooperation with Senior Lenders; Consent to Asset Sales by the Borrower.
(a) The Subordinated Creditors will not in any proceeding, whether in
connection with a bankruptcy or insolvency or other event described in Section
2.2 or otherwise, (i) challenge or contest (or join in any challenge or contest
by any third party) the superiority, priority, validity or enforceability of any
security interest or lien granted to the Administrative Agent and/or the Senior
Lenders pursuant to the Senior Agreements or (ii) challenge the validity or
enforceability of such Senior Agreements, or any provisions thereof. The
Subordinated Creditors hereby waive any right to require the Administrative
Agent or other holders of the Senior Obligations to marshal the collateral for
such Senior Obligations.
(b) Without limiting the foregoing, the Subordinated Creditors will
not challenge or oppose (or join with any party challenging or opposing) or take
any action whatsoever to impair the exercise by the Senior Lenders of the right
granted to the Senior Lenders to move for the appointment of a receiver for the
Borrower.
Section 6. Miscellaneous.
6.1 Transfers. No Subordinated Creditor shall sell, assign or otherwise
transfer, in whole or in part, any Subordinate Liabilities or any interest
therein, to any other person or entity (a "Transferee") unless such Transferee
first signs an acknowledgment in the form of Exhibit B
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hereto and delivers a signed counterpart hereof to each other party hereto,
whereby each such Transferee shall become a party hereto and expressly
acknowledges the subordination provided for herein and agrees to be bound by all
of the terms hereof. The Borrower hereby agrees that any such transfer shall not
affect its obligations under this Agreement and that it will promptly execute
and deliver any such counterpart when requested to do so.
6.2 Modifications. No amendment, modification, termination or waiver of any
provision of this Agreement, or consent to any departure therefrom, shall in any
event be effective without the written concurrence of the Administrative Agent

and the holders of at least a majority of the Subordinated Notes then
outstanding.
6.3 Termination; Reinstatement. This Agreement shall remain in full force
and effect until the payment in full in cash of all Senior Obligations and the
expiration or termination of the obligations of the Lenders to make Loans to the
Borrower under the Senior Agreements, provided, that this Agreement shall
continue to be effective or be reinstated (as the case may be) if at any time
payment of any of the Senior Obligations is refunded or rescinded or must
otherwise be returned by the Senior Lenders upon a bankruptcy, arrangement,
reorganization or similar proceeding for relief of debtors under state or
federal law or otherwise, all as though such payment had not been made.
6.4 Notices. Unless otherwise specifically provided herein, any notice or
other communication herein required or permitted to be given shall be in writing
and shall be deemed to have been given and received the (i) day of sending if
delivered by hand delivery, telegram, telecopy or telex, receipt confirmed, (ii)
one (1) day after being sent, if sent by Federal Express, Express Mail, or other
similar nationally known overnight delivery service, or (iii) three (3) days
after being deposited in the mails, registered or certified with postage
prepaid, and properly addressed. For the purposes hereof, the address of each
party hereto is as set forth under its name on the signature pages hereof, or
such other address as such party may specify by written notice to each other
party.
6.5 Third Party Rights. This Agreement is solely for the benefit of the
Senior Lenders, the Subordinated Creditors and the Borrower, and no other person
shall have any right, benefit, priority or other interest under, or because of
the existence of, this Agreement.
6.6 Counterparts. This Agreement and any amendments, waivers, consents, or
supplements may be executed in any number of counterparts and by the different
parties hereto in separate counterparts, each of which when so executed and
delivered shall be deemed an original, but all such counterparts together shall
constitute one and the same instrument.
6.7 Governing Law; Jurisdiction; Waiver of Jury Trial. This Agreement,
including the validity hereof and the rights and obligations of the parties
hereunder, shall be governed by, and construed in accordance with, the internal
laws (as opposed to the conflicts of law provisions, but including sections
5-1401 and 5-1402 of the general obligations law of the State of New York) and
decisions of the State of New York. Each party hereto hereby irrevocably submits
to the nonexclusive jurisdiction of any New York or Federal court sitting in the
City of New York, New York over any suit, action or proceeding arising out of or
relating to this
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Agreement and waives, to the fullest extent permitted or not prohibited by law,
any objection which it may now or hereafter have to the laying of the venue of
any such suit, action or proceeding brought in such a court and any claim that
any such suit, action or proceeding brought in such a court has been brought in
an inconvenient forum. EACH PARTY HERETO HEREBY WAIVES, TO THE FULLEST EXTENT
PERMITTED BY APPLICABLE LAW, ANY RIGHT IT MAY HAVE TO A TRIAL BY JURY IN ANY
LEGAL PROCEEDING DIRECTLY OR INDIRECTLY ARISING OUT OF OR RELATING TO THIS
AGREEMENT OR THE TRANSACTIONS CONTEMPLATED HEREBY (WHETHER BASED ON CONTRACT,
TORT OR ANY OTHER THEORY). EACH PARTY HERETO (A) CERTIFIES THAT NO
REPRESENTATIVE, AGENT OR ATTORNEY OF ANY OTHER PARTY HAS REPRESENTED, EXPRESSLY
OR OTHERWISE, THAT SUCH OTHER PARTY WOULD NOT, IN THE EVENT OF LITIGATION, SEEK
TO ENFORCE THE FOREGOING WAIVER AND (B) ACKNOWLEDGES THAT IT AND THE OTHER
PARTIES HERETO HAVE BEEN INDUCED TO ENTER INTO THIS AGREEMENT BY, AMONG OTHER
THINGS, THE MUTUAL WAIVERS AND CERTIFICATIONS IN THIS SECTION 6.7.
6.8 Descriptive Headings. The descriptive headings of this Agreement are
for convenience only and shall have no legal effect.
[Signature pages follow]
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IN WITNESS WHEREOF, the parties hereto have executed this Agreement as an
instrument under seal as of the date first above written.
ADMINISTRATIVE AGENT:
FLEET NATIONAL BANK,
as Administrative Agent for the Senior Lenders
By: /s/ John F. Lynch
------------------------------------------Name:

Title:
100 Federal Steet
Boston, MA 02110
Attention: John F. Lynch, Senior Vice President
With a copy to:
Peter M. Palladino, P.C.
Choate, Hall & Stewart
Exchange Place
53 State Street
Boston, MA 02109
SUBORDINATED CREDITOR:
THE NORTHWESTERN MUTUAL LIFE INSURANCE COMPANY
By: /s/ Mark Kishler
------------------------------------------Name: Mark Kishler
Title: Authorized Representative
The Northwestern Mutual Life Insurance Company
720 East Wisconsin Avenue
Milwaukee, WI 53202
Attention: Securities Department
Fax: (414) 665-7124
with a copy to:
The Northwestern Mutual Life Insurance Company
720 East Wisconsin Avenue
Milwaukee, WI 53202
Attention: Tim Otto, Legal Department
Fax: (414) 665-7016
BORROWER:
MONITRONICS INTERNATIONAL, INC.
By: /s/ James R. Hull
------------------------------------------James R. Hull, President
12801 Stemmons Freeway, Suite 821
Dallas, TX 75234
with a copy to:
Vinson & Elkins L.L.P.
3700 Trammell Crow Center
2001 Ross Avenue
Dallas, TX 75201
Attention: Christine Hathaway, Esq.
EXHIBIT B
ACKNOWLEDGMENT
The undersigned purchaser, assignee, or transferee of the Subordinate
Liabilities described in Schedule 1 attached hereto, hereby acknowledges the
terms of this Intercreditor and Subordination Agreement and the subordination
provided for herein and agrees to be bound by all of the terms hereof. This
Agreement will be attached to and become part of the Intercreditor and
Subordination Agreement.
------------------------------------------By:
--------------------------------------Its:
-------------------------------------Date:
------------------------------------Notice Address:

------------------------------------------------------------------------------------------------------------------------------Attention:
-------------------------------Telecopy Number:
-------------------------Acknowledged and Agreed:
MONITRONICS INTERNATIONAL, INC.
By:
----------------------------Name:
Title:

Exhibit 10.8
PLEDGE AGREEMENT
PLEDGE AGREEMENT, dated as of August 25, 2003, by and among The
Northwestern Mutual Life Insurance Company (the "Pledgor") and Fleet National
Bank, as Administrative Agent for the Lenders from time to time party to the
credit agreement referred to below (in such capacity, the "Secured Party").
W I T N E S S E T H :
WHEREAS, Monitronics International, Inc., a Texas corporation (the
"Borrower"), the Secured Party, Bank of America, N.A., as syndication agent, and
the Lenders party thereto have entered into a Credit Agreement dated as of the
date hereof (as amended, modified, supplemented and/or extended from time to
time, the "Credit Agreement", capitalized terms used herein and not otherwise
defined shall have the same meanings herein as in the Credit Agreement),
pursuant to which the Lenders have agreed, subject to the terms and conditions
set forth therein, to make revolving credit loans, swing line loans and term
loans to the Borrower (collectively, the "Loans"), such Loans to be evidenced by
the Borrower's Revolving Credit and Term Notes, payable to the order of the
respective Lenders (collectively, as amended, modified, supplemented and/or
extended from time to time the "Notes");
WHEREAS, the Pledgor collectively owns substantially all of the warrants of
the Borrower and will thereby benefit from the making of the Loans;
WHEREAS, the obligation of the Lenders to make the Loans is subject to the
conditions, among others, that the Pledgor shall execute and deliver this
Agreement and grant the security interests hereinafter described, and the
Pledgor hereby enters into this Agreement and pledges the Pledged Collateral (as
herein defined) to the Secured Party to induce the Lenders to enter into the
Credit Agreement and make the Loans.
NOW, THEREFORE, in consideration of the willingness of the Lenders to enter
into the Credit Agreement and to agree, subject to the terms and conditions set
forth therein, to make the Loans to the Borrower pursuant thereto, and for other
good and valuable consideration, receipt and sufficiency of which is hereby
acknowledged by the Pledgor, it is hereby agreed as follows:
1. Security Interest. The Pledgor hereby deposits with and pledges to the
Secured Party, for the benefit of the Credit Parties, the warrants, together
with the shares of common stock issuable upon exercise thereof, listed in
Schedule I attached hereto (the warrants, together with the shares of common
stock issuable upon exercise thereof and any additional securities or collateral
now or hereafter pledged hereunder are sometimes herein referred to collectively
as the "Pledged Collateral"), and the Pledgor hereby grants to the Secured
Party, for the benefit of the Credit Parties, a security interest in and lien on
all of the Pledged Collateral as security for the due and punctual payment and
performance of the Secured Obligations described in Section 2 hereof.
2. Secured Obligations. The security interest hereby granted shall secure
the due and punctual payment and performance of the following liabilities and
obligations of the Borrower (herein called the "Secured Obligations"):

(a) Principal of and premium, if any, and interest on the Notes
(including, without limitation, the payment of interest and other amounts that
would accrue and become due but for the filing of a petition in bankruptcy or
the operation of the automatic stay under Section 362(a) of Title 11 of the
United States Code, as amended); and
(b) Any and all other obligations of the Borrower to the Secured Party
and/or the Credit Parties under the Credit Agreement or under any other Loan
Document.
Notwithstanding the foregoing, the Secured Party and/or the Credit Parties
shall not, without the prior written consent of the Pledgor, (a) increase the
stated principal amount of the Secured Obligations to an amount in excess of the
Aggregate Commitment from time to time in effect under the Credit Agreement (up
to $475,000,000) plus $47,500,000, or (b) extend the Revolving Loan Maturity
Date, the Term Loan Maturity Date or any Incremental Term Loan Maturity Date
more than sixty (60) days.
3. Special Warranties and Covenants of the Pledgor. The Pledgor hereby
warrants and covenants to the Secured Party and each Lender that:
(a) The Pledgor warrants and will defend the Secured Party's right,
title and security interest in and to the Pledged Collateral against the claims
and demands of all persons whomsoever.

(b) The Pledgor has good title to the Pledged Collateral, free and
clear of all claims, mortgages, pledges, and Liens, except as may be expressly
set forth and permitted under the Credit Agreement.
(c) If any additional shares of Capital Stock of the Borrower or other
equity securities of the Borrower are acquired by any means by the Pledgor after
the date hereof in exchange for or otherwise in connection with any warrant (or
any other Pledged Collateral), the same shall constitute Pledged Collateral and
shall be immediately deposited and pledged with the Secured Party, for the
benefit of the Credit Parties, as provided in Section 1 hereof simultaneously
with such acquisition.
(d) The Pledged Collateral constitutes all of the Capital Stock of the
Borrower beneficially owned by the Pledgor or in which the Pledgor has any
rights.
(e) The Pledgor may transfer, sell or otherwise dispose of all or a
portion of the Pledged Collateral, but only on the condition that a transferee
of the Pledged Collateral first becomes a party hereto; provided, however, that
in the event that there shall exist an Event of Default under the Credit
Agreement on account of the Borrower's failure to pay principal or interest on
any Note when the same is due and payable (whether at maturity, upon
acceleration or otherwise) or on account of the Borrower's failure to perform or
comply with any covenant or term contained in Section 8.16 or 8.17 of the Credit
Agreement, and such Event of Default shall be continuing after applicable grace
and cure periods, the Pledgor may not transfer any of the Pledged Collateral
without the prior written consent of the Lenders, which consent shall not be
unreasonably withheld or delayed.
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(f) The Pledgor will not create, incur or permit to exist any pledge,
mortgage, lien, charge, encumbrance or any security interest whatsoever with
respect to any of the Pledged Collateral or the proceeds thereof, other than
Liens on and security interests in the Pledged Collateral created hereby or
which are otherwise expressly permitted under the Credit Agreement.
(g) The Pledgor has all necessary power and authority to enter into
this Agreement, to carry out its obligations hereunder and to consummate the
transactions contemplated hereby. The execution and delivery of this Agreement
by the Pledgor, the performance by the Pledgor of its obligations hereunder, and
the consummation by the Pledgor of the transactions contemplated hereby have
been duly authorized by all requisite action on the part of the Pledgor. This
Agreement has been duly executed and delivered by the Pledgor, and (assuming due
authorization, execution and delivery by the Secured Party) this Agreement
constitutes the legal, valid and binding obligation of the Pledgor, enforceable
against the Pledgor in accordance with its terms, except as such enforcement may
be limited by applicable bankruptcy, insolvency, reorganization or similar laws
affecting the enforcement of creditors rights generally and by general equity
principles (whether enforcement is sought at law or in equity).
4. Distributions. In case, upon the dissolution, winding up, liquidation or
reorganization of the Borrower whether in bankruptcy, insolvency or receivership
proceedings or upon an assignment for the benefit of creditors or any other
marshaling of the assets and liabilities of the Borrower or otherwise, any sum
shall be paid or any property shall be distributed upon or with respect to any
of the Pledged Collateral, such sum shall be paid over to the Secured Party to
be held as collateral security for the Secured Obligations. In case any stock
dividend shall be declared on any of the Pledged Collateral, or any share of
stock or fraction thereof shall be issued pursuant to any stock split involving
any of the Pledged Collateral, or any distribution of capital (including cash
dividends, except those expressly allowed under the Credit Agreement) shall be
made on any of the Pledged Collateral, or any property shall be distributed upon
or with respect to the Pledged Collateral pursuant to recapitalization or
reclassification of the capital of the Borrower, the shares or other property so
distributed shall be delivered to the Secured Party to be held as collateral
security for the Secured Obligations.
5. Events of Default. There shall exist a default under this Agreement upon
the happening of any of the following events or conditions (herein called
"Events of Default"):
(a) Any Event of Default (as defined or provided in the Credit
Agreement) shall occur and such Event of Default shall continue beyond the
expiration of the applicable period of grace, if any; or
(b) There shall be a material breach of any term or provision
contained herein, or any representation and/or warranty made in this Agreement
or in any document executed or delivered by the Pledgor from time to time in
connection herewith is untrue or misleading in any material respect.
6. Rights and Remedies of Secured Party. Upon the occurrence and
continuance of any Event of Default, such default not having previously been
remedied or cured within any
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applicable grace or cure periods, the Secured Party shall have the following
rights and remedies with respect to the Pledged Collateral:
(a) All rights and remedies provided by law, including, without
limitation, those provided by the New York Uniform Commercial Code as in effect
from time to time (the "Uniform Commercial Code");
(b) All rights and remedies provided in this Agreement; and
(c) All rights and remedies provided in the Credit Agreement, the
Notes, the Security Documents or in any other Loan Document, other agreement,
document or instrument pertaining to the Secured Obligations.
The rights and remedies of the Secured Party set forth above shall be
exercisable only in connection with a foreclosure on the Pledged Collateral in
accordance with the terms hereof. The rights and remedies of the Secured Party
under this Agreement against the Pledgor shall be limited to foreclosure on such
Pledged Collateral, and the Secured Party shall not have the right to commence
any action against the Pledgor for any deficiency remaining in respect of the
Secured Obligations after the exercise of the rights of the Secured Party
against the Pledged Collateral in accordance with terms of this Agreement. The
Pledgor may exercise its rights under the Warrants at any time prior to any
foreclosure thereon by the Secured Party and any stock receivable by the Pledgor
upon any such exercise shall be delivered directly to the Secured Party as
Pledged Collateral hereunder.
7. Right to Transfer into Name of Secured Party, etc. In case there shall
exist an Event of Default that shall be continuing after applicable grace and
cure periods, but subject to the provisions of the Uniform Commercial Code or
other applicable law, the Secured Party may cause all or any of the Pledged
Collateral to be transferred into its name or into the name of its nominee or
nominees. So long as no Event of Default shall exist and be continuing, the
Pledgor shall be entitled to exercise as the Pledgor shall deem fit, but in a
manner not inconsistent with the terms hereof or of the Secured Obligations, the
voting power with respect to the Pledged Collateral.
8. Right of Secured Party to Exercise Voting Power, etc. In case there
shall exist an Event of Default, which shall not have been remedied or cured,
the Secured Party, until such Event of Default has been remedied or cured in
accordance with the Credit Agreement shall be entitled to exercise the voting
power with respect to the Pledged Collateral, to receive and retain, as
collateral security for the Secured Obligations, any and all dividends or other
distributions at any time and from time to time declared or made upon any of the
Pledged Collateral, and to exercise any and all rights of payment, conversion,
exchange, subscription or any other rights, privileges or options pertaining to
the Pledged Collateral as if it were the absolute owner thereof, including
without limitation, the right to exchange, at its discretion, any and all of the
Pledged Collateral upon the merger, consolidation, reorganization,
recapitalization or other readjustment of the Borrower or, upon the exercise of
any such right, privilege or option pertaining to the Pledged Collateral, and in
connection therewith, to deposit and deliver any and all of the Pledged
Collateral with any committee, depositary, transfer agent, registrar or other
designated agency upon such terms and conditions as the Secured Party may
determine, all without liability except
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to account for property actually received, but the Secured Party shall have no
duty to exercise any of the aforesaid rights, privileges or options and shall
not be responsible for any failure to do so or delay in so doing.
9. Right of Secured Party to Dispose of Collateral, etc. Upon the
occurrence and continuance of an Event of Default, such default not having
previously been remedied or cured within any applicable grace or cure periods,
the Secured Party shall have the right, unless the Event of Default shall have
been remedied or cured in accordance with the Credit Agreement prior to taking
any such actions, at any time or times thereafter to sell, resell, assign and
deliver all or any of the Pledged Collateral in one or more parcels at any
exchange or broker's board or at public or private sale; provided, however, that
the Secured Party shall not sell, resell, assign or deliver any of the Pledged
Collateral unless (a) the Secured Party shall sell, resell, assign and deliver
all of the Pledged Collateral and (b) simultaneously therewith, the Secured
Party shall also sell, resell, assign and deliver all other shares of (and
warrants for) capital stock of the Borrower held in pledge by the Secured Party
at the time of such sale. Unless the Pledged Collateral is perishable or
threatens to decline speedily in value or is of a type customarily sold on a
recognized market, the Secured Party will give the Pledgor at least ten (10)
days' prior written notice at the addresses of the Pledgor specified in Section
17 hereof of the time and place of any public sale thereof or of the time after
which any private sale or any other intended disposition thereof is to be made.

Any such notice shall be deemed to meet any requirement hereunder or under any
applicable law (including the Uniform Commercial Code) that reasonable
notification be given of the time and place of such sale or other disposition.
Such notice may be given without any demand of performance or other demand, all
such demands being hereby expressly waived by the Pledgor. All such sales shall
be conducted in a commercially reasonable manner and shall be at such
commercially reasonable price or prices as the Secured Party shall deem best and
either for cash or on credit or for future delivery (without assuming any
responsibility for credit risk). At any such sale or sales the Secured Party may
purchase any or all of the Pledged Collateral to be sold thereat upon such terms
as the Secured Party may deem best. Upon any such sale or sales the Pledged
Collateral so purchased shall be held by the purchaser absolutely free from any
claims or rights of whatsoever kind or nature, including any equity of
redemption and any similar rights, all such equity of redemption and any similar
rights being hereby expressly waived and released by the Pledgor. In the event
any consent, approval or authorization of any governmental agency will be
necessary to effectuate any such sale or sales, the Pledgor shall execute, and
hereby agree to cause the Borrower to execute, all such applications or other
instruments as may be required. The proceeds of any such sale or sales, together
with any other additional collateral security at the time received and held
hereunder, shall be received and applied: first, to the payment of all costs and
expenses of such sale, including reasonable attorneys' fees; second, to the
payment of the Secured Obligations in such order of priority as the Secured
Party shall determine, and any surplus thereafter remaining shall be paid to the
Pledgor or to whomever may be legally entitled thereto (including, if
applicable, any subordinated creditor of the Borrower or the Pledgor).
The Pledgor recognizes that the Secured Party may be unable to effect
a public sale of all or a part of the Pledged Collateral by reason of certain
prohibitions contained in the Securities Act of 1933, but may be compelled to
resort to one or more private sales to a restricted group of purchasers, each of
whom will be obligated to agree, among other things, to acquire such Pledged
Collateral for its own account, for investment and not with a view to the
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distribution or resale thereof. The Pledgor acknowledges that private sales so
made may be at prices and upon other terms less favorable to the seller than if
such Pledged Collateral were sold at public sales, and that the Secured Party
has no obligation to delay sale of any such Pledged Collateral for the period of
time necessary to permit such Pledged Collateral to be registered for public
sale under the Securities Act of 1933. The Pledgor agrees that any such private
sales shall not be deemed to have been made in a commercially unreasonable
manner solely because they shall have been made under the foregoing
circumstances.
10. Collection of Amounts Payable on Account of Pledged Collateral, etc.
Upon the occurrence and during the continuance of any Event of Default, the
Secured Party may, but without obligation to do so, demand, sue for and/or
collect any money or property at any time due, payable or receivable, to which
it may be entitled hereunder, on account of or in exchange for any of the
Pledged Collateral and shall have the right, for and in the name, place and
stead of the Pledgor, to execute endorsements, assignments or other instruments
of conveyance or transfer with respect to all or any of the Pledged Collateral.
11. Care of Pledged Collateral in Secured Party's Possession. Beyond the
exercise of reasonable care to assure the safe custody of the Pledged Collateral
while held hereunder, the Secured Party shall have no duty or liability to
collect any sums due in respect thereof or to protect or preserve rights
pertaining thereto, and shall be relieved of all responsibility for the Pledged
Collateral upon surrendering the same to the Pledgor.
12. Waivers, etc. The Pledgor hereby waives presentment, demand, notice,
protest and, except as is otherwise provided herein, all other demands and
notices in connection with this Agreement or the enforcement of the Secured
Party's rights hereunder or in connection with any Secured Obligations or any
Pledged Collateral; consent to and waive notice of the granting of renewals,
extensions of time for payment or other indulgences to the Borrower or the
Pledgor or to any third party, or substitution, release or surrender of any
collateral security for any Secured Obligation, the addition or release of
persons primarily or secondarily liable on any Secured Obligation or on any
collateral security for any Secured Obligation, the acceptance of partial
payments on any Secured Obligation or on any collateral security for any Secured
Obligation and/or the settlement or compromise thereof. No delay or omission on
the part of the Secured Party in exercising any right hereunder shall operate as
a waiver of such right or of any other right hereunder. Any waiver of any such
right on any one occasion shall not be construed as a bar to or waiver of any
such right on any future occasion. The Pledgor further waives any right it may
have under the constitutions of any state in which any of the Pledged Collateral
may be located, or under the Constitution of the United States of America, to
notice (other than any requirement of notice provided herein) or to a judicial
hearing prior to the exercise of any right or remedy provided by this Agreement
to the Secured Party and waives their rights, if any, to set aside or invalidate
any sale duly consummated in accordance with the foregoing provisions hereof on

the grounds (if such be the case) that the sale was consummated without a prior
judicial hearing. The Pledgor's waivers under this section have been made
voluntarily, intelligently and knowingly and after the Pledgor has been apprised
and counseled by their attorneys as to the nature thereof and its possible
alternative rights.
13. Termination; Assignment, etc. This Agreement and the security interest
in the Pledged Collateral created hereby shall terminate upon the earliest of:
(a) the time when all of
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the Secured Obligations have been paid and finally discharged in full in cash or
Cash Equivalents (provided that the Lenders are no longer obligated to make
Loans under the Credit Agreement) or (b) the termination of any pledge agreement
pursuant to which any capital stock warrants or other securities issued by the
Borrower have been pledged to the Secured Party. For all purposes of this
Agreement, no Default or Event of Default shall be deemed to have been cured or
waived except as expressly provided in the Credit Agreement. No waiver by the
Secured Party or any Lender or by any other holder of Secured Obligations of any
default shall be effective unless in writing nor operate as a waiver of any
other default or of the same default on a future occasion. In the event of a
sale or assignment by any Lender of all or any of the Secured Obligations held
by it in accordance with the terms of the Credit Agreement, such Lender may
assign or transfer its rights and interest under this Agreement in whole or in
part to the purchaser or purchasers of such Secured Obligations, whereupon such
purchaser or purchasers shall become vested with all of the powers and rights of
such Lender hereunder, and such Lender shall thereafter be forever released and
fully discharged from any liability or responsibility hereunder with respect to
the rights and interest so assigned. At the sole expense of the Pledgor
following termination of this Agreement and the termination of the Secured
Party's security interest in the Pledged Collateral, the Secured Party shall
return all Pledged Stock and other Pledged Collateral in its possession to the
Pledgor (or to the Borrower, as agent for the Pledgor) and shall execute and
deliver to the Pledgor such other documents as the Pledgor may reasonably
require to evidence the termination of the Secured Party's security interest in
the Pledged Collateral.
14. Reinstatement. Notwithstanding the provisions of Section 13, this
Agreement shall continue to be effective or be reinstated, as the case may be,
if at any time any amount received by the Credit Parties or the Secured Party in
respect of the Secured Obligations is rescinded or must otherwise be restored or
returned by the Credit Parties or the Secured Party upon the insolvency,
bankruptcy, dissolution, liquidation or reorganization of the Borrower or the
Pledgor or upon the appointment of any intervenor or conservator of, or trustee
or similar official for, the Borrower or the Pledgor or any substantial part of
their respective properties, or otherwise, all as though such payments had not
been made.
15. Governmental Approvals, etc. Upon the exercise by the Secured Party of
any power, right, privilege or remedy pursuant to this Agreement which requires
any consent, approval, qualification or authorization of any governmental
authority or instrumentality, the Pledgor will execute and deliver, or will
cause the execution and delivery of, all applications, certificates, instruments
and other documents and papers that the Secured Party may be required to obtain
for such governmental consent, approval, qualification or authorization.
16. Restrictions on Transfer, etc. To the extent that any restrictions
imposed by the charter or by-laws of the Borrower, the Shareholders Agreement or
any other agreement among the holders of capital stock of the Borrower or other
document or instrument would in any way affect or impair the pledge of the
Pledged Collateral hereunder or the exercise by the Secured Party of any right
granted hereunder, including, without limitation, the right of the Secured Party
to dispose of the Pledged Collateral upon the occurrence of any Event of
Default, the Pledgor hereby waives such restrictions, and represents and
warrants that it will cause all shares of Capital Stock (and rights to acquire
the same) of the Borrower held by it to be voted to cause the Borrower to take
all necessary action to waive such restrictions, and the Pledgor hereby agrees
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that it will take any further action which the Secured Party may reasonably
request in order that the Secured Party may obtain and enjoy the full rights and
benefits granted to the Secured Party by this Agreement free of any such
restrictions. Without limiting the generality of the foregoing, each Pledgor
agrees that, notwithstanding the provisions of Section 2D of the Shareholders
Agreement, any purchaser of Pledged Collateral, including any Credit Party, who
acquires any Pledged Collateral pursuant to the terms of this Agreement, shall
take such Pledged Collateral free and clear of all terms of the Shareholders
Agreement and neither such Persons nor such Pledged Collateral shall thereafter
be subject to any term or condition of the Shareholders Agreement.
17. Notices. Except as otherwise provided herein, all notices to the

Pledgor or to the Secured Party shall be in writing and shall be deemed to have
been sufficiently given or served for all purposes hereof if personally
delivered or mailed by first class mail, postage prepaid, as follows:
(a)

if to the Pledgor:
The Northwestern Mutual Life Insurance Company
N18SE
720 East Wisconsin Avenue
Milwaukee, Wisconsin 53202
Attention: Tim Wegener

with a copy to:
Schiff Hardin & Waite
6600 Sears Tower
Chicago, Illinois 60606-6473
Attention: Andrew A. Kling, Esquire
(b)

if to the Secured Party:
Fleet National Bank
100 Federal Street
Boston, MA 02110
Attention: John F. Lynch, Senior Vice President

with a copy to:
Choate, Hall & Stewart
Exchange Place
53 State Street
Boston, Massachusetts 02109
Attention: Peter M. Palladino, Esquire
or at such other address as the party to whom such notice is directed may have
designated in writing to the other party hereto. A notice shall be deemed to
have been given upon the earlier to
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occur of (i) three (3) days after the date on which it is deposited in the U.S.
mails or (ii) receipt by the party to whom such notice is directed.
18. Miscellaneous. This Agreement shall inure to the benefit of and be
binding upon the Secured Party, the Credit Parties and the Pledgor and their
respective successors and assigns, and the term "Credit Parties" shall be deemed
to include any other holder or holders of any of the Secured Obligations and the
term "Secured Party" shall be deemed to include any successor agent for the
Credit Parties. In case any provision in this Agreement shall be invalid,
illegal or unenforceable, the validity, legality and enforceability of the
remaining provisions shall not in any way be affected or impaired thereby. This
Agreement may be executed in any number of counterparts and by the different
parties hereto on separate counterparts, each of which shall be an original, but
all of which together shall constitute one instrument.
19. Governing Law; Jurisdiction; Waiver of Jury Trial. This Agreement,
including the validity hereof and the rights and obligations of the parties
hereunder, shall be governed by, and construed in accordance with, the internal
laws (as opposed to the conflicts of law provisions, but including sections
5-1401 and 5-1402 of the general obligations law of the State of New York) and
decisions of the State of New York. Each party hereto hereby irrevocably submits
to the nonexclusive jurisdiction of any New York or Federal court sitting in the
City of New York, New York over any suit, action or proceeding arising out of or
relating to this Agreement and waives, to the fullest extent permitted or not
prohibited by law, any objection which it may now or hereafter have to the
laying of the venue of any such suit, action or proceeding brought in such a
court and any claim that any such suit, action or proceeding brought in such a
court has been brought in an inconvenient forum. EACH PARTY HERETO HEREBY
WAIVES, TO THE FULLEST EXTENT PERMITTED BY APPLICABLE LAW, ANY RIGHT IT MAY HAVE
TO A TRIAL BY JURY IN ANY LEGAL PROCEEDING DIRECTLY OR INDIRECTLY ARISING OUT OF
OR RELATING TO THIS AGREEMENT OR THE TRANSACTIONS CONTEMPLATED HEREBY (WHETHER
BASED ON CONTRACT, TORT OR ANY OTHER THEORY). EACH PARTY HERETO (A) CERTIFIES
THAT NO REPRESENTATIVE, AGENT OR ATTORNEY OF ANY OTHER PARTY HAS REPRESENTED,
EXPRESSLY OR OTHERWISE, THAT SUCH OTHER PARTY WOULD NOT, IN THE EVENT OF
LITIGATION, SEEK TO ENFORCE THE FOREGOING WAIVER AND (B) ACKNOWLEDGES THAT IT
AND THE OTHER PARTIES HERETO HAVE BEEN INDUCED TO ENTER INTO THIS AGREEMENT BY,
AMONG OTHER THINGS, THE MUTUAL WAIVERS AND CERTIFICATIONS IN THIS SECTION 19.
[Signature pages follow]
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IN WITNESS WHEREOF, the parties have executed this Agreement as a sealed

instrument as of the date first above written.
THE NORTHWESTERN MUTUAL LIFE
INSURANCE COMPANY
By: /s/ Mark E. Kishler
-----------------------------------Name: Mark E. Kishler
Title: Its Authorized Representative
ACKNOWLEDGED AND ACCEPTED:
FLEET NATIONAL BANK, as
Administrative Agent
By:
-----------------------------Name:
Title:
IN WITNESS WHEREOF, the parties have executed this Agreement as a sealed
instrument as of the date first above written.
THE NORTHWESTERN MUTUAL LIFE
INSURANCE COMPANY
By:
-----------------------------------Name:
Title:
ACKNOWLEDGED AND ACCEPTED:
FLEET NATIONAL BANK, as
Administrative Agent
By: /s/ John F. Lynch
-----------------------------Name: John F. Lynch
Title: Senior Vice President
ACKNOWLEDGEMENT:
The Borrower acknowledges the provisions of the within Agreement and
covenants to the Secured Party that in the event any shares of Capital Stock of
the Borrower are to be issued to any Pledgor such shares will be delivered
directly to the Secured Party.
MONITRONICS INTERNATIONAL, INC.
By: /s/ James R. Hull
-----------------------------James R. Hull, President
SCHEDULE I
=============================================================================
PLEDGED SECURITIES
- ----------------------------------------------------------------------------No.
Certificate
Owner and Address
Description
of Shares
No(s).
- ----------------------------------------------------------------------------The Northwestern Mutual Life
Warrant for
1,133,328
W-12
Insurance Company
Class A Common Stock
N18SE
720 East Wisconsin Avenue
Milwaukee, Wisconsin 53202
- ----------------------------------------------------------------------------=============================================================================

Exhibit 10.9
PLEDGE AGREEMENT
PLEDGE AGREEMENT, dated as of August 25, 2003, among (i) Austin Ventures
III-A, L.P., a Delaware limited partnership, Austin Ventures III-B, L.P., a
Delaware limited partnership, Austin Ventures V, L.P., a Delaware limited
partnership, Austin Ventures V Affiliates Fund, L.P., a Delaware limited
partnership (collectively, and jointly, severally and jointly and severally,
"Austin Ventures"), (ii) Capital Resource Lenders II, L.P., a Delaware limited
partnership, Capital Resource Partners II, L.P., a Delaware limited partnership
(collectively, and jointly, severally and jointly and severally, "Capital
Resources"), (iii) ABRY Partners IV, L.P., a Delaware limited partnership, ABRY
Investment Partnership, L.P., a Delaware limited partnership (collectively, and
jointly, severally and jointly and severally, "ABRY"), (iv) Windward Capital
Partners II, L.P., a Delaware limited partnership, Windward Capital LP II, LLC,
a Delaware limited liability company (collectively, and jointly, severally and
jointly and severally, "Windward"), (v) Hull Family Limited Partnership, a Texas
limited partnership ("Hull Partnership"), (vi) James Hull, individually, (vii)
Robert Sherman, individually, (viii) Michael Gregory, individually, (ix) Michael
Meyers, individually and (x) Stephen Hedrick, individually (Austin Ventures,
Capital Resources, ABRY, Windward, Hull Partnership, James Hull, Robert Sherman,
Michael Gregory, Michael Meyers, Stephen Hedrick, collectively the "Pledgors",
and each a "Pledgor"), and Fleet National Bank, as Administrative Agent for the
Lenders from time to time party to the credit agreement referred to below (in
such capacity, the "Secured Party").
W I T N E S S E T H :
WHEREAS, Monitronics International, Inc., a Texas corporation (the
"Borrower"), the Secured Party, Bank of America, N.A., as syndication agent, and
the Lenders referred to therein have entered into a Credit Agreement dated as of
the date hereof (as amended, modified, supplemented and/or extended from time to
time, the "Credit Agreement", capitalized terms used herein and not otherwise
defined shall have the same meanings herein as in the Credit Agreement),
pursuant to which the Lenders have agreed, subject to the terms and conditions
set forth therein, to make revolving credit loans, swing line loans and term
loans to the Borrower (collectively, the "Loans"), such Loans to be evidenced by
the Borrower's Revolving Credit and Term Notes, payable to the order of the
respective Lenders (collectively, as amended, modified, supplemented and/or
extended from time to time the "Notes"); and
WHEREAS, the Pledgors collectively own substantially all of the capital
stock and warrants of the Borrower and will thereby benefit from the making of
the Loans; and
WHEREAS, the obligation of the Lenders to make the Loans is subject to the
condition, among others, that the Pledgors shall execute and deliver this
Agreement and grant the security interests hereinafter described, and the
Pledgors hereby enter into this Pledge Agreement and pledge the Pledged
Collateral (as herein defined) to the Secured Party to induce the Lenders to
enter into the Credit Agreement and make the Loans;

NOW, THEREFORE, in consideration of the willingness of the Lenders to enter
into the Credit Agreement and to agree, subject to the terms and conditions set
forth therein, to make the Loans to the Borrower pursuant thereto, and for other
good and valuable consideration, receipt and sufficiency of which is hereby
acknowledged by the Pledgors, it is hereby agreed as follows:
1. Security Interest. The Pledgors hereby deposit with and pledge to the
Secured Party, for the benefit of the Credit Parties, the shares of capital
stock of the Borrower (the "Pledged Stock"), the warrants together with the
shares of common stock issuable upon exercise thereof (the "Pledged Warrants")
and the promissory notes, if any, of the Borrower payable to the Pledgors (the
"Pledged Notes") listed in Schedule I attached hereto (the Pledged Stock, the
Pledged Warrants, the Pledged Notes, and any additional securities or collateral
now or hereafter pledged hereunder are sometimes herein referred to collectively
as the "Pledged Collateral"), and the Pledgors hereby grant to the Secured
Party, for the benefit of the Credit Parties, a security interest in and lien on
all of the Pledged Collateral as security for the due and punctual payment and
performance of the Secured Obligations described in Section 2 hereof.
2. Secured Obligations.
the due and punctual payment
Agreement and the other Loan
following (herein called the

The security interest hereby granted shall secure
and performance of the Obligations under the Credit
Documents, including without limitation, the
"Secured Obligations"):

(a) Principal of and premium, if any, and interest on the Notes
(including, without limitation, the payment of interest and other amounts that
would accrue and become due but for the filing of a petition in bankruptcy or
the operation of the automatic stay under Section 362(a) of Title 11 of the
United States Code, as amended); and

(b) Any and all other obligations of the Borrower to the Secured Party
and/or the Credit Parties under the Credit Agreement or under any other Loan
Document.
Notwithstanding the foregoing, the Secured Party and/or the Credit Parties
shall not, without the prior written consent of the Pledgors, (a) increase the
stated principal amount of the Secured Obligations to an amount in excess of the
Aggregate Commitments from time to time in effect under the Credit Agreement (up
to $475,000,000) plus $47,500,000, or (b) extend the Revolving Loan Maturity
Date, the Term Loan Maturity Date or any Incremental Term Loan Maturity Date
more than sixty (60) days.
3. Special Warranties and Covenants of the Pledgors. Each Pledgor hereby
warrants and covenants for itself to the Secured Party and each Lender that:
(a) The Pledged Collateral is duly and validly pledged with the
Secured Party, for the benefit of the Credit Parties, in accordance with law and
such Pledgor warrants and will defend the Secured Party's right, title and
security interest in and to such Pledged Collateral against the claims and
demands of all persons whomsoever.
(b) Each Pledgor has good title to the Pledged Collateral, free and
clear of all claims, mortgages, pledges, and Liens except as may be expressly
set forth and permitted under the Credit Agreement.
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(c) All of the Pledged Stock has been duly and validly issued and is
fully paid and nonassessable.
(d) As of the Effective Date, the Pledged Stock and Pledged Warrants
constitute all of the issued and outstanding capital stock and warrants of the
Borrower issued to any Pledgor. The Pledged Notes constitute all promissory
notes, instruments or other evidences of Indebtedness of any kind or nature
payable to any Pledgor by the Borrower.
(e) To the extent expressly permitted under the Credit Agreement, the
Pledgors may transfer, sell or otherwise dispose of all or a portion of the
Pledged Collateral, but only on the condition that a transferee of the Pledged
Collateral first becomes a party hereto; provided, however, that in the event
that there shall exist an Event of Default under the Credit Agreement on account
of the Borrower's failure to pay principal or interest on any Note when the same
is due and payable (whether at maturity, upon acceleration or otherwise) or on
account of the Borrower's failure to perform or comply with any covenant or term
contained in Sections 8.16 or 8.17 of the Credit Agreement, and such Event of
Default shall be continuing after applicable grace and cure periods, the
Pledgors may not transfer any of the Pledged Collateral without the prior
written consent of the Lenders, which consent shall not be unreasonably withheld
or delayed.
(f) If any additional Capital Stock of the Borrower or if any
promissory notes or other evidence of Indebtedness of the Borrower or other
Capital Stock of the Borrower is acquired by any Pledgor after the date hereof
whether pursuant to option agreements or otherwise, the same shall constitute
Pledged Collateral and shall be deposited and pledged with the Secured Party,
for the benefit of the Credit Parties, as provided in Section 1 hereof
simultaneously with such acquisition. Each Pledgor will promptly notify the
Secured Party of the date and amount of any loans made from time to time by the
Pledgor to the Borrower.
(g) The Pledgors will not create, incur or permit to exist any Lien or
any security interest whatsoever with respect to any of the Pledged Collateral
or the proceeds thereof, other than Liens on and security interests in the
Pledged Collateral created hereby or which are otherwise expressly permitted
under the Credit Agreement.
(h) The Pledgors will not consent to or approve the issuance of any
additional shares of capital stock of any class of the Borrower, except pursuant
to warrants, options or other instruments exercisable or convertible into
capital stock of the Borrower which are outstanding as of the Effective Date or
subsequent options granted to employees or granted under the Option Plans, or
except as may be expressly permitted by and in accordance with the terms of the
Credit Agreement, provided that any such additional shares of capital stock
issued to any of the Pledgors shall be deposited and pledged with the Secured
Party simultaneously with such issuance as provided in Section 1 hereof.
(i) Each Pledgor has all necessary power and authority to enter into
this Agreement, to carry out its obligations hereunder and to consummate the
transactions contemplated hereby. The execution and delivery of this Agreement
by each Pledgor, the performance by each Pledgor of its obligations hereunder,
and the consummation by each Pledgor of the transactions contemplated hereby
have been duly authorized by all requisite action
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on the part of each Pledgor. This Pledge Agreement has been duly executed and
delivered by each Pledgor, and (assuming due authorization, execution and
delivery by the Secured Party) this Agreement constitutes the legal, valid and
binding obligation of each Pledgor, enforceable against such Pledgor in
accordance with its terms, except as such enforcement may be limited by
applicable bankruptcy, insolvency, reorganization or similar laws affecting the
enforcement of creditors rights generally and by general equity principles
(whether enforcement is sought at law or in equity).
4. Distributions. In case, upon the dissolution, winding up, liquidation or
reorganization of the Borrower whether in bankruptcy, insolvency or receivership
proceedings or upon an assignment for the benefit of creditors or any other
marshaling of the assets and liabilities of the Borrower or otherwise, any sum
shall be paid or any property shall be distributed upon or with respect to any
of the Pledged Collateral, such sum shall be paid over to the Secured Party to
be held as collateral security for the Secured Obligations. In case any stock
dividend shall be declared on any of the Pledged Collateral, or any share of
stock or fraction thereof shall be issued pursuant to any stock split involving
any of the Pledged Collateral, or any distribution of capital (including cash
dividends, except those expressly allowed under the Credit Agreement) shall be
made on any of the Pledged Collateral, or any property shall be distributed upon
or with respect to the Pledged Collateral pursuant to recapitalization or
reclassification of the capital of the Borrower, the shares or other property so
distributed shall be delivered to the Secured Party to be held as collateral
security for the Secured Obligations.
5. Events of Default. There shall exist a default under this Agreement upon
the happening of any of the following events or conditions (herein called
"Events of Default"):
(a) Any Event of Default (as defined or provided in the Credit
Agreement) shall occur and such Event of Default shall continue beyond the
expiration of the applicable period of grace, if any; or
(b) There shall be a material breach of any term or provision
contained herein, or any representation and/or warranty made in this Agreement
or in any document executed or delivered from time to time in connection
herewith is untrue or misleading in any material respect.
6. Rights and Remedies of Secured Party. Upon the occurrence and
continuance of any Event of Default, such default not having previously been
remedied or cured within any applicable grace or cure periods, the Secured Party
shall have the following rights and remedies with respect to the Pledged
Collateral:
(a) All rights and remedies provided by law, including, without
limitation, those provided by the New York Uniform Commercial Code as in effect
from time to time (the "Uniform Commercial Code");
(b) All rights and remedies provided in this Agreement; and
(c) All rights and remedies provided in the Credit Agreement, the
Notes, the Security Documents or in any other Loan Document, other agreement,
document or instrument pertaining to the Secured Obligations.
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The rights and remedies of the Secured Party set forth above shall be
exercisable only in connection with a foreclosure on the Pledged Collateral in
accordance with the terms hereof. The rights and remedies of the Secured Party
under this Pledge Agreement against the Pledgor shall be limited to foreclosure
on such Pledged Collateral, and the Secured Party shall not have the right to
commence any action against the Pledgors for any deficiency remaining in respect
of the Secured Obligations after the exercise of the rights of the Secured Party
against the Pledged Collateral in accordance with terms of this Pledge
Agreement. The Pledgors may exercise their rights under the Pledged Warrants at
any time prior to any foreclosure thereon by the Secured Party and any stock
receivable by the Pledgors upon any such exercise shall be delivered to the
Secured Party as Pledged Collateral hereunder.
7. Right to Transfer into Name of Secured Party, etc. In case there shall
exist an Event of Default that shall be continuing after applicable grace and
cure periods, but subject to the provisions of the Uniform Commercial Code or
other applicable law, the Secured Party may cause all or any of the Pledged
Collateral to be transferred into its name or into the name of its nominee or
nominees. So long as no Event of Default shall exist and be continuing, the
Pledgors shall be entitled to exercise as the Pledgors shall deem fit, but in a
manner not inconsistent with the terms hereof or of the Secured Obligations, the
voting power with respect to the Pledged Collateral.
8. Right of Secured Party to Exercise Voting Power, etc. In case there

shall exist an Event of Default, which shall not have been remedied or cured,
the Secured Party, until such Event of Default has been remedied or cured in
accordance with the Credit Agreement shall be entitled to exercise the voting
power with respect to the Pledged Collateral, to receive and retain, as
collateral security for the Secured Obligations, any and all dividends or other
distributions at any time and from time to time declared or made upon any of the
Pledged Collateral, and to exercise any and all rights of payment, conversion,
exchange, subscription or any other rights, privileges or options pertaining to
the Pledged Collateral as if it were the absolute owner thereof, including
without limitation, the right to exchange, at its discretion, any and all of the
Pledged Collateral upon the merger, consolidation, reorganization,
recapitalization or other readjustment of the Borrower or, upon the exercise of
any such right, privilege or option pertaining to the Pledged Collateral, and in
connection therewith, to deposit and deliver any and all of the Pledged
Collateral with any committee, depositary, transfer agent, registrar or other
designated agency upon such terms and conditions as the Secured Party may
determine, all without liability except to account for property actually
received, but the Secured Party shall have no duty to exercise any of the
aforesaid rights, privileges or options and shall not be responsible for any
failure to do so or delay in so doing.
9. Right of Secured Party to Dispose of Collateral, etc. Upon the
occurrence and continuance of an Event of Default, such default not having
previously been remedied or cured within any applicable grace or cure periods,
the Secured Party shall have the right, unless the Event of Default shall have
been remedied or cured in accordance with the Credit Agreement prior to taking
any such actions, at any time or times thereafter to sell, resell, assign and
deliver all or any of the Pledged Collateral in one or more parcels at any
exchange or broker's board or at public or private sale; provided, however, that
the Secured Party shall not sell, resell, assign or deliver any of the Pledged
Collateral unless (a) the Secured Party shall sell, resell, assign and deliver
all of the Pledged Collateral and (b) simultaneously therewith, the Secured
Party shall
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also sell, resell, assign and deliver all other shares of (and warrants for)
capital stock of the Borrower held in pledge by the Secured Party at the time of
such sale. Unless the Pledged Collateral is perishable or threatens to decline
speedily in value or is of a type customarily sold on a recognized market, the
Secured Party will give the Pledgors at least ten (10) days' prior written
notice at the respective addresses of the Pledgors specified in Section 17
hereof of the time and place of any public sale thereof or of the time after
which any private sale or any other intended disposition thereof is to be made.
Any such notice shall be deemed to meet any requirement hereunder or under any
applicable law (including the Uniform Commercial Code) that reasonable
notification be given of the time and place of such sale or other disposition.
Such notice may be given without any demand of performance or other demand, all
such demands being hereby expressly waived by the Pledgors. All such sales shall
be conducted in a commercially reasonable manner and shall be at such
commercially reasonable price or prices as the Secured Party shall deem best and
either for cash or on credit or for future delivery (without assuming any
responsibility for credit risk). At any such sale or sales the Secured Party may
purchase any or all of the Pledged Collateral to be sold thereat upon such terms
as the Secured Party may deem best. Upon any such sale or sales the Pledged
Collateral so purchased shall be held by the purchaser absolutely free from any
claims or rights of whatsoever kind or nature, including any equity of
redemption and any similar rights, all such equity of redemption and any similar
rights being hereby expressly waived and released by the Pledgors. In the event
any consent, approval or authorization of any governmental agency will be
necessary to effectuate any such sale or sales, the Pledgors shall execute, and
hereby agree to cause the Borrower to execute, all such applications or other
instruments as may be required. The proceeds of any such sale or sales, together
with any other additional collateral security at the time received and held
hereunder, shall be received and applied: first, to the payment of all costs and
expenses of such sale, including reasonable attorneys' fees; second, to the
payment of the Secured Obligations in such order of priority as the Secured
Party shall determine, and any surplus thereafter remaining shall be paid to the
Pledgors or to whomever may be legally entitled thereto (including, if
applicable, any subordinated creditor of the Borrower or the Pledgors).
The Pledgors recognize that the Secured Party may be unable to effect a
public sale of all or a part of the Pledged Collateral by reason of certain
prohibitions contained in the Securities Act of 1933, but may be compelled to
resort to one or more private sales to a restricted group of purchasers, each of
whom will be obligated to agree, among other things, to acquire such Pledged
Collateral for its own account, for investment and not with a view to the
distribution or resale thereof. The Pledgors acknowledge that private sales so
made may be at prices and upon other terms less favorable to the seller than if
such Pledged Collateral were sold at public sales, and that the Secured Party
has no obligation to delay sale of any such Pledged Collateral for the period of
time necessary to permit such Pledged Collateral to be registered for public
sale under the Securities Act of 1933. The Pledgors agree that any such private
sales shall not be deemed to have been made in a commercially unreasonable

manner solely because they shall have been made under the foregoing
circumstances.
10. Collection of Amounts Payable on Account of Pledged Collateral, etc.
Upon the occurrence and during the continuance of any Event of Default, the
Secured Party may, but without obligation to do so, demand, sue for and/or
collect any money or property at any time due, payable or receivable, to which
it may be entitled hereunder, on account of or in exchange for any of the
Pledged Collateral and shall have the right, for and in the name, place and
stead of
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the Pledgors, to execute endorsements, assignments or other instruments of
conveyance or transfer with respect to all or any of the Pledged Collateral.
11. Care of Pledged Collateral in Secured Party's Possession. Beyond the
exercise of reasonable care to assure the safe custody of the Pledged Collateral
while held hereunder, the Secured Party shall have no duty or liability to
collect any sums due in respect thereof or to protect or preserve rights
pertaining thereto, and shall be relieved of all responsibility for the Pledged
Collateral upon surrendering the same to the Pledgors.
12. Waivers, etc. The Pledgors hereby waive presentment, demand, notice,
protest and, except as is otherwise provided herein, all other demands and
notices in connection with this Agreement or the enforcement of the Secured
Party's rights hereunder or in connection with any Secured Obligations or any
Pledged Collateral; consent to and waive notice of the granting of renewals,
extensions of time for payment or other indulgences to the Borrower or the
Pledgors or to any third party, or substitution, release or surrender of any
collateral security for any Secured Obligation, the addition or release of
persons primarily or secondarily liable on any Secured Obligation or on any
collateral security for any Secured Obligation, the acceptance of partial
payments on any Secured Obligation or on any collateral security for any Secured
Obligation and/or the settlement or compromise thereof. No delay or omission on
the part of the Secured Party in exercising any right hereunder shall operate as
a waiver of such right or of any other right hereunder. Any waiver of any such
right on any one occasion shall not be construed as a bar to or waiver of any
such right on any future occasion. Each Pledgor further waives any right it may
have under the constitutions of any state in which any of the Pledged Collateral
may be located or under the Constitution of the United States of America, to
notice (other than any requirement of notice provided herein) or to a judicial
hearing prior to the exercise of any right or remedy provided by this Agreement
to the Secured Party and waives its right, if any, to set aside or invalidate
any sale duly consummated in accordance with the foregoing provisions hereof on
the grounds (if such be the case) that the sale was consummated without a prior
judicial hearing. The Pledgors' waivers under this section have been made
voluntarily, intelligently and knowingly and after the Pledgors have been
apprised and counseled by their attorneys as to the nature thereof and its
possible alternative rights.
13. Termination; Assignment, etc. This Agreement and the security interest
in the Pledged Collateral created hereby shall terminate when all of the Secured
Obligations have been paid and finally discharged in full in cash or Cash
Equivalents and all of the Commitments under the Credit Agreement are no longer
in effect. For all purposes of this Agreement, no Default or Event of Default
shall be deemed to have been cured or waived except as expressly provided in the
Credit Agreement. No waiver by the Secured Party or any Lender or by any other
holder of Secured Obligations of any default shall be effective unless in
writing nor operate as a waiver of any other default or of the same default on a
future occasion. In the event of a sale or assignment by any Lender of all or
any of the Secured Obligations held by it in accordance with the terms of the
Credit Agreement, such Lender may assign or transfer its rights and interest
under this Agreement in whole or in part to the purchaser or purchasers of such
Secured Obligations, whereupon such purchaser or purchasers shall become vested
with all of the powers and rights of such Lender hereunder, and such Lender
shall thereafter be forever released and fully discharged from any liability or
responsibility hereunder with respect to the rights and interest so assigned. At
the sole expense of the Pledgors following termination of this Agreement and the
termination
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of the Secured Party's security interest in the Pledged Collateral, the Secured
Party shall return all Pledged Stock and other Pledged Collateral in its
possession to the Pledgors (or to the Borrower, as agent for the Pledgors) and
shall execute and deliver to the Pledgors such other documents as the Pledgors
may reasonably require to evidence the termination of the Secured Party's
security interest in the Pledged Collateral.
14. Reinstatement. Notwithstanding the provisions of Section 13, this
Agreement shall continue to be effective or be reinstated, as the case may be,
if at any time any amount received by the Credit Parties or the Secured Party in

respect of the Secured Obligations is rescinded or must otherwise be restored or
returned by the Credit Parties or the Secured Party upon the insolvency,
bankruptcy, dissolution, liquidation or reorganization of the Borrower or any
Pledgor or upon the appointment of any intervenor or conservator of, or trustee
or similar official for, the Borrower or any Pledgor or any substantial part of
their respective properties, or otherwise, all as though such payments had not
been made.
15. Governmental Approvals, etc. Upon the exercise by the Secured Party of
any power, right, privilege or remedy pursuant to this Agreement which requires
any consent, approval, qualification or authorization of any governmental
authority or instrumentality, the Pledgors will execute and deliver, or will
cause the execution and delivery of, all applications, certificates, instruments
and other documents and papers that the Secured Party may be required to obtain
for such governmental consent, approval, qualification or authorization.
16. Restrictions on Transfer, etc. To the extent that any restrictions
imposed by the charter or by-laws of any Borrower, the Shareholders Agreement or
any other agreement among the holders of capital stock of the Borrower or other
document or instrument would in any way affect or impair the pledge of the
Pledged Collateral hereunder or the exercise by the Secured Party of any right
granted hereunder, including, without limitation, the right of the Secured Party
to dispose of the Pledged Collateral upon the occurrence of any Event of
Default, the Pledgors hereby waive such restrictions, and represent and warrant
that they will cause all shares of Capital Stock of the Borrower held by them to
be voted to cause the Borrower to take all necessary action to waive such
restrictions, and the Pledgors hereby agree that they will take any further
action which the Secured Party may reasonably request in order that the Secured
Party may obtain and enjoy the full rights and benefits granted to the Secured
Party by this Agreement free of any such restrictions. Without limiting the
generality of the foregoing, each Pledgor agrees that, notwithstanding the
provisions of Section 2D of the Shareholders Agreement, any purchaser of Pledged
Collateral, including any Credit Party, who acquires any Pledged Collateral
pursuant to the terms of this Agreement, shall take such Pledged Collateral free
and clear of all terms of the Shareholders Agreement and neither such Persons
nor such Pledged Collateral shall thereafter be subject to any term or condition
of the Shareholders Agreement.
17. Notices. Except as otherwise provided herein, all notices to the
Pledgors or to the Secured Party shall be in writing and shall be deemed to have
been sufficiently given or served for all purposes hereof if personally
delivered or mailed by first class mail, postage prepaid, as follows:
(a)

if to the Pledgors:
8
[Austin Ventures III-A, L.P.
Austin Ventures III-B, L.P.
Austin Ventures V, L.P.
Austin Ventures V Affiliates Fund, L.P.
701 Brazos, Suite 1400
Austin, Texas 78701
Attention: Blaine F. Wesner

with a copy to:
Vinson & Elkins L.L.P.
600 Congress Avenue, Suite 2700
Austin, Texas 78701
Attention: William R. Volk, Esq.
and to:
Capital Resource Lenders II, L.P.
Capital Resource Partners II, L.P.
85 Merrimac Street, Suite 200
Boston, MA 02114
Attention: Stephen M. Jenks
with a copy to:
Testa, Hurwitz & Thibeault, LLP
High Street Tower
125 High Street
Boston, MA 02110
Attention: Andrew E. Taylor, Jr., Esq.
and to:
ABRY Partners IV, L.P.
ABRY Investment Partnership, L.P.
18 Newbury Street
Boston, MA 02116

Attention: Jay Grossman
with a copy to:
Kirkland & Ellis
153 East 53rd Street
New York, New York 10022
Attention: John Kuehn, Esq.
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and to:
Windward Capital Partners II, L.P.
Windward Capital LP II, LLC
Americas Tower
1177 Avenue of the Americas
42nd Floor
New York, New York 10036
Attention: Peter McDonald
with a copy to:
Skadden, Arps, Slate, Meagher & Flom
4 Times Square
New York, New York 10036
Attention: Howard Ellin, Esq.
and to:
Hull Family Limited Partnership
c/o James R. Hull at Monitronics International, Inc.
12801 Stemmons Freeway, Suite 821
Dallas, Texas 75234
and to:
Robert Sherman
c/o Monitronics International, Inc.
12801 Stemmons Freeway, Suite 821
Dallas, Texas 75234
and to:
Michael Gregory
c/o Monitronics International, Inc.
12801 Stemmons Freeway, Suite 821
Dallas, Texas 75234
and to:
Michael Meyers
c/o Monitronics International, Inc.
12801 Stemmons Freeway, Suite 821
Dallas, Texas 75234
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and to:
Stephen Hedrick
c/o Monitronics International, Inc.
12801 Stemmons Freeway, Suite 821
Dallas, Texas 75234
with a copy to:
Vinson & Elkins L.L.P.
2001 Ross Avenue, Suite 3700
Dallas, Texas 75201
Attention: James Markus, Esq.]
(b)

if to the Secured Party:
Fleet National Bank
100 Federal Street
Boston, Massachusetts 02110
Attention: John F. Lynch, Senior Vice President

with a copy to:
Peter M. Palladino, P.C.
Choate, Hall & Stewart

Exchange Place
53 State Street
Boston, Massachusetts 02109
or at such other address
designated in writing to
have been given upon the
on which it is deposited
such notice is directed.

as the party to whom such notice is directed may have
the other party hereto. A notice shall be deemed to
earlier to occur of (i) three (3) days after the date
in the U.S. mails or (ii) receipt by the party to whom

18. Miscellaneous. This Agreement shall inure to the benefit of and be
binding upon the Secured Party, the Credit Parties and the Pledgor and their
respective successors and assigns, and the term "Credit Parties" shall be deemed
to include any other holder or holders of any of the Secured Obligations and the
term "Secured Party" shall be deemed to include any successor agent for the
Credit Parties. In case any provision in this Agreement shall be invalid,
illegal or unenforceable, the validity, legality and enforceability of the
remaining provisions shall not in any way be affected or impaired thereby. This
Agreement may be executed in any number of counterparts and by the different
parties hereto on separate counterparts, each of which shall be an original, but
all of which together shall constitute one instrument.
19. Governing Law; Jurisdiction; Waiver of Jury Trial. This Agreement,
including the validity hereof and the rights and obligations of the parties
hereunder, shall be governed by, and construed in accordance with, the internal
laws (as opposed to the conflicts of law provisions, but including sections
5-1401 and 5-1402 of the general obligations law of the State
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of New York) and decisions of the State of New York. Each party hereto hereby
irrevocably submits to the nonexclusive jurisdiction of any New York or Federal
court sitting in the City of New York, New York over any suit, action or
proceeding arising out of or relating to this Agreement and waives, to the
fullest extent permitted or not prohibited by law, any objection which it may
now or hereafter have to the laying of the venue of any such suit, action or
proceeding brought in such a court and any claim that any such suit, action or
proceeding brought in such a court has been brought in an inconvenient forum.
EACH PARTY HERETO HEREBY WAIVES, TO THE FULLEST EXTENT PERMITTED BY APPLICABLE
LAW, ANY RIGHT IT MAY HAVE TO A TRIAL BY JURY IN ANY LEGAL PROCEEDING DIRECTLY
OR INDIRECTLY ARISING OUT OF OR RELATING TO THIS AGREEMENT OR THE TRANSACTIONS
CONTEMPLATED HEREBY (WHETHER BASED ON CONTRACT, TORT OR ANY OTHER THEORY). EACH
PARTY HERETO (A) CERTIFIES THAT NO REPRESENTATIVE, AGENT OR ATTORNEY OF ANY
OTHER PARTY HAS REPRESENTED, EXPRESSLY OR OTHERWISE, THAT SUCH OTHER PARTY WOULD
NOT, IN THE EVENT OF LITIGATION, SEEK TO ENFORCE THE FOREGOING WAIVER AND (B)
ACKNOWLEDGES THAT IT AND THE OTHER PARTIES HERETO HAVE BEEN INDUCED TO ENTER
INTO THIS AGREEMENT BY, AMONG OTHER THINGS, THE MUTUAL WAIVERS AND
CERTIFICATIONS IN THIS SECTION 19.
[Signature pages follow]
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IN WITNESS WHEREOF, the parties have executed this Agreement as a sealed
instrument as of the date first above written.
AUSTIN VENTURES III-A, L.P.
By: AV Partners III, L.P.,
General Partner
By: /s/ Blaine F. Wesner
----------------------------------Blaine F. Wesner
Authorized Signatory
AUSTIN VENTURES III-B, L.P.
By: AV Partners III, L.P.,
General Partner
By: /s/ Blaine F. Wesner
----------------------------------Blaine F. Wesner
Authorized Signatory
AUSTIN VENTURES V, L.P.

By: AV Partners V, L.P.
Its General Partner
By: /s/ Blaine F. Wesner
----------------------------------Blaine F. Wesner
General Partner
AUSTIN VENTURES V AFFILIATES FUND, L.P.
By: AV Partners V, L.P.
Its General Partner
By: /s/ Blaine F. Wesner
----------------------------------Blaine F. Wesner
General Partner
CAPITAL RESOURCE LENDERS II, L.P.
By: Capital Resource Partners II, L.P.
Its General Partner
By: /s/ Stephen M. Jenks
----------------------------------Name: Stephen M. Jenks
Title: Class B Limited Partner
CAPITAL RESOURCE PARTNERS II, L.P.
By:
----------------------------------Its General Partner
By: /s/ Stephen M. Jenks
----------------------------------Name: Stephen M. Jenks
Title: Class B Limited Partner
WINDWARD CAPITAL PARTNERS II, L.P.
By: Windward Capital GP, LLC,
Its General Partner
By:
----------------------------------Name:
Title:
WINDWARD CAPITAL L.P. II, LLC
By:
----------------------------------Name:
Title:
CAPITAL RESOURCE LENDERS II, L.P.
By: Capital Resource Partners II, L.P.
Its General Partner
By:
----------------------------------Name:
Title:

CAPITAL RESOURCE PARTNERS II, L.P.
By:
----------------------------------Its General Partner
By:
----------------------------------Name:
Title:
WINDWARD CAPITAL PARTNERS II, L.P.
By: Windward Capital GP, LLC,
Its General Partner
By: /s/ Peter Scott Macdonald
----------------------------------Name: Peter Scott Macdonald
Title: Managing Member
WINDWARD CAPITAL L.P. II, LLC
By: /s/ Peter Scott Macdonald
----------------------------------Name: Peter Scott Macdonald
Title: Managing Member
ABRY PARTNERS IV, L.P.
By: ABRY Capital Partners, L.P.,
its general partner
By: /s/ Jay Grossman
----------------------------------Name: Jay Grossman
Title:
ABRY INVESTMENT PARTNERSHIP, L.P.
By: ABRY Investment GP, LLC,
its general partner
By: /s/ Jay Grossman
----------------------------------Name: Jay Grossman
Title:
HULL FAMILY LIMITED PARTNERSHIP
By: James R. Hull Management Trust,
Its General Partner
By:
----------------------------------James R. Hull, Trustee
--------------------------------------James R. Hull, individually
c/o Monitronics International, Inc.
12801 Stemmons Freeway, Suite 821
Dallas, Texas 75234
--------------------------------------Robert Sherman, individually

c/o Monitronics International, Inc.
12801 Stemmons Freeway, Suite 821
Dallas, Texas 75234
ABRY PARTNERS IV, L.P.
By: ABRY Capital Partners, L.P.,
its general partner
By:
----------------------------------Name:
Title:
ABRY INVESTMENT PARTNERSHIP, L.P.
By: ABRY Investment GP, LLC,
its general partner
By:
----------------------------------Name:
Title:
HULL FAMILY LIMITED PARTNERSHIP
By: James R. Hull Management Trust,
Its General Partner
By: /s/ James R. Hull
----------------------------------James R. Hull, Trustee
/s/ James R. Hull
--------------------------------------James R. Hull, individually
c/o Monitronics International, Inc.
12801 Stemmons Freeway, Suite 821
Dallas, Texas 75234
/s/ Robert Sherman
--------------------------------------Robert Sherman, individually
c/o Monitronics International, Inc.
12801 Stemmons Freeway, Suite 821
Dallas, Texas 75234

/s/ Michael Meyers
--------------------------------------Michael Meyers, individually
c/o Monitronics International, Inc.
12801 Stemmons Freeway, Suite 821
Dallas, Texas 75234
/s/ Michael Gregory
--------------------------------------Michael Gregory, individually
c/o Monitronics International, Inc.
12801 Stemmons Freeway, Suite 821
Dallas, Texas 75234
/s/ Stephen Hedrick
--------------------------------------Stephen Hedrick, individually
c/o Monitronics International, Inc.
12801 Stemmons Freeway, Suite 821
Dallas, Texas 75234
ACKNOWLEDGMENT:

The Borrower acknowledges the provisions of the within Pledge Agreement,
specifically the provisions of subsection 3(g) relating to the Option Plans, and
covenants to the Secured Party that in the event any shares of capital stock of
the Borrower are to be issued to any Pledgor pursuant to such Option Plans, or
otherwise such shares will be delivered directly to the Secured Party.
MONITRONICS INTERNATIONAL, INC.
By: /s/ James R. Hull
---------------------------------James R. Hull
President and CEO
ACKNOWLEDGED AND ACCEPTED:
FLEET NATIONAL BANK,
as Administrative Agent
By:
---------------------------------Name:
Title:
ACKNOWLEDGMENT:
The Borrower acknowledges the provisions of the within Pledge Agreement,
specifically the provisions of subsection 3(g) relating to the Option Plans, and
covenants to the Secured Party that in the event any shares of capital stock of
the Borrower are to be issued to any Pledgor pursuant to such Option Plans, or
otherwise such shares will be delivered directly to the Secured Party.
MONITRONICS INTERNATIONAL, INC.
By:
---------------------------------James R. Hull
President and CEO
ACKNOWLEDGED AND ACCEPTED:
FLEET NATIONAL BANK,
as Administrative Agent
By: /s/ John F. Lynch
---------------------------------Name: John F. Lynch
Title: Senior Vice President
[To Be Provided]
SCHEDULE I
(to Pledge Agreement)
- -------------------------------------------------------------------------------No.
%
Certificate
Owner and Address
Description
of Shares
Owned
No(s).
- -------------------------------------------------------------------------------- -------------------------------------------------------------------------------- -------------------------------------------------------------------------------- -------------------------------------------------------------------------------- -------------------------------------------------------------------------------- -------------------------------------------------------------------------------- -------------------------------------------------------------------------------- -------------------------------------------------------------------------------- -------------------------------------------------------------------------------- -------------------------------------------------------------------------------- --------------------------------------------------------------------------------

- -------------------------------------------------------------------------------- -------------------------------------------------------------------------------- -------------------------------------------------------------------------------- -------------------------------------------------------------------------------- -------------------------------------------------------------------------------TOTAL PLEDGED STOCK
- -------------------------------------------------------------------------------PLEDGED NOTES
Description
- -----------

Principal Amount
----------------

Exhibit 10.10
WARRANT AGREEMENT
BETWEEN
AV ALARM, INC.
AND
HELLER FINANCIAL, INC.
November 10, 1994
THIS AGREEMENT AND THE RIGHTS CONFERRED HEREUNDER HAVE NOT BEEN REGISTERED UNDER
THE SECURITIES ACT OF 1933 OR QUALIFIED UNDER APPLICABLE STATE SECURITIES LAWS.
THE RIGHTS CONFERRED HEREUNDER MAY BE OFFERED, SOLD OR TRANSFERRED ONLY IN
COMPLIANCE WITH THE REQUIREMENTS OF SUCH ACT AND OF ANY APPLICABLE STATE
SECURITIES LAWS.

WARRANT AGREEMENT
THIS WARRANT AGREEMENT (the "Agreement") is dated as of the 10th day of
November, 1994, between AV ALARM, INC., a Texas corporation having its principal
place of business at 12801 Stemmons Freeway, Suite 821, Farmers Branch, Texas
75234 (the "Company"), and HELLER FINANCIAL, INC., a Delaware corporation having
its principal place of business at 500 West Monroe Street, Chicago, Illinois
60661 ("Heller").
WHEREAS, the Company and Heller have entered into that certain Credit
Agreement (as defined herein) pursuant to which Heller has agreed to extend an
aggregate principal amount of $15,000,000 to the Company to fund the on-going
acquisition of alarm monitoring accounts and to provide working capital
financing for the Company; and
WHEREAS, as an inducement to extend funds under the Credit Agreement,
Heller has requested, and the Company has agreed to issue to Heller, warrants
representing the right to purchase at the Exercise Price (as defined herein)
shares of the Company's a~ B Stock (as defined herein), upon the terms and
conditions set forth herein.
NOW, THEREFORE, in consideration of the premises and the mutual agreements
herein set forth, the parties hereto hereby agree as follows:
ARTICLE I
DEFINITIONS
The terms defined in this ARTICLE I, whenever used in this Agreement, shall have
the respective meanings hereinafter specified.
"Accredited Investor" has the meaning given such term in Rule 501(a) promulgated
under the Securities Act.
"Affiliate" of any entity means a Person which directly or directly through one
or more intermediaries controls, or is controlled by, or is under common control
with, such entity. The term "control," as used with respect to any Person, means
the possession, directly or indirectly, of the power to direct or cause the
direction of the management and policies of such Person, whether through the
ownership of voting securities, by contract or otherwise.
"Agreement" has the meaning set forth in the introductory paragraphs hereof.
"Applicable Rate" means eight percent (8%) per annum.
"Assignment" means the form of Assignment attached hereto as Exhibit C.
"Austin Ventures" means Austin Ventures, Ill-A, L.P. and Austin Ventures III-B,
LP., each a Delaware limited partnership of which AV Partners III, LP., a
Delaware limited partnership, is the sole general partner.
"Austin Ventures Ill-A" means Austin Ventures III-A, L.P., a Delaware limited
partnership.
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"Call Options" means any of the options described in Sections 8.1 or 8.2.
"Call Period" means the period commencing on the earliest of (a) the fourth
anniversary of the Closing Date, (b) payment of the Loans and the termination of
the Commitments as such terms are defined in the Credit Agreement, other than
payment of the Loans solely from the proceeds of income generated from the

business operations of the Company, (c) the occurrence of a Value Event, and
terminating upon the earlier to occur of (1) the closing of a Qualified Public
Offering, or (ii) at 5:00 p.m. Dallas, Texas Time on the last day of the
Exercise Period.
"Call Price" has the meaning set forth in Section 8.3.
"Cash Transaction" has the meaning assigned to such term in the definition of
"Fair Value".
"Change in Control" (1) Any person or group of related persons for purposes of
Section 13(d) of the Exchange Act (a "Group") other than Austin Ventures has
"beneficial ownership" (within the meaning of Section 13(d) under the Exchange
Act) in excess of 33-1/3% of the issued and outstanding Borrower Preferred
Stock, if any, or in excess of 50% of the total voting power of all classes of
capital stock then outstanding of Company entitled (without regarding to the
occurrence of any contingency) to vote for the elections of directors of Company
unless Austin Ventures continues, directly or indirectly, through proxy or
otherwise, to control, or have the power to elect, a majority of the members of
the board of directors of Company or (2) Austin Ventures ceases to
beneficially-own and control, directly or indirectly, at least 66-2/3% of the
issued and outstanding Borrower Preferred Stock, if any, and at least 50% of the
shares of capital stock, whether as Series A Preferred Stock or as a~ A Stock,
of Company which were owned by Austin Ventures on the Closing Date (with the
number of shares owned by Austin Ventures on the Closing Date being adjusted for
purposes of this clause (2) for any stock splits, stock dividends or other
issuance of stock of Company issued without additional consideration); or (3)
any person or group of related persons for purposes of Section 13(d) of the
Exchange Act shall otherwise acquire (in one transaction of a series of related
transactions) all or substantially all of the assets of Company except as
permitted by subsection 7.7(c) of the Credit Agreement.
"Class A Stock" means shares of the Company's voting Class A Common Stock, $0.01
par value, any stock into which such stock shall have been changed or any stock
resulting from any reclassification of such stock.
"Class B Stock" means shares of the Company's convertible nonvoting Class B
Common Stock, $0.01 par value, convertible into Class A Stock on a
share-for-share basis, any stock into which such stock shall have been changed
or any stock resulting from any reclassification of such stock.
"Closing Date" means November 10, 1994.
"Commission" means the Securities and Exchange Commission or an other Federal
agency from time to time administering the Securities Act.
"Common Stock" means a~ A Stock, Class B Stock and any class of capital stock of
the Company now or hereafter authorized having the right to share in
distributions either of earnings
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or assets of the Company without limit as to amount or percentage other than the
Preferred Stock which has not been converted or changed into Class A Stock.
"Company" has the meaning set forth in the introductory paragraphs hereof.
"Convertible Securities" means evidences of indebtedness, shares of stock (other
than Class B Stock) or other securities which are convertible into or
exchangeable for, with or without payment of additional consideration,
additional shares of Common Stock, either immediately or upon the arrival of a
specified date or the happening of a specified event, including, without
limitation, the Preferred Stock.
"Credit Agreement" means the Credit Agreement dated as of November 10, 1994,
between Heller and the Company, as the same may be amended from time to time
together with all of the other "Loan Documents" (as defined in the Credit
Agreement), each as the same may be amended from time to time.
"Current Market Price" as to any security on any date specified herein means the
average of the daily closing prices for the ten (10) consecutive trading days
before such date excluding any trades which are not bona fide arm's length
transactions. The closing price for each day shall be (i) the mean between the
closing high bid and low asked quotations of any such security in the
over-the-counter market as shown by the National Association of Securities
Dealers, Inc. Automated Quotation System, or any similar system of automated
dissemination of quotations of securities prices then in common use, if so
quoted, as reported by any member firm of the New York Stock Exchange selected
by the Company, or (ii) if not quoted as described in clause (i), the mean
between the high bid and low asked quotations for any such security as reported
by the National Quotation Bureau Incorporated or any similar successor
organization, as reported by any member firm of the New York Stock Exchange
selected by the Company, or (iii) if any such security is listed or admitted for
trading on any national securities exchange, the last sale price of any such

security, regular way, or the mean of the closing bid and asked prices thereof
if no such sale occurred, in each case as officially reported on the principal
securities exchange on which any such security is listed. If any such security
is quoted on a national securities or central market system in lieu of a market
or quotation system described above, the closing price shall be determined in
the manner set forth in clause (i) of the preceding sentence if bid and asked
quotations are reported but actual transactions are not, and in the manner set
forth in clause (ii) of the preceding sentence if actual transactions are
reported.
"Dallas, Texas Time" shall mean, with respect to any determination of the time
for performance hereunder, the time of day determined by the local time in
Dallas, Texas.
"Distribution" has the meaning set forth in Section 6.1.
"Event of Default" means (a) the breach of any warranty, or the inaccuracy of
any representation, made by the Company herein if such breach or inaccuracy
could reasonably be expected to have a Material Adverse Effect, or (b) the
failure by the Company to comply with any covenant contained herein if the
failure to comply with such covenant could reasonably be expected to have a
Material Adverse Effect.
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"Exercise Period" means the period commencing on the Closing Date and
terminating on November 10, 2004.
"Exercise Price" has the meaning set forth in Section 2.4, as such price may be
adjusted pursuant to ARTICLE IV or Section 10.4.
"Fair Value" means the fair value of the appropriate security, property, assets,
business or entity as determined in accordance with the following procedure:
(A) Upon the occurrence of any event hereunder that gives rise to a
requirement to determine "Fair Value" pursuant to the provisions hereof, (i) if
"Fair Value" is being determined for purposes of Article IV and the
consideration being received by the Company is exclusively cash and such cash
consideration is being paid by a Person who is not an Affiliate of the Company
or Austin Ventures, "Fair Value" shall be the aggregate amount of such cash
consideration determined in accordance with subsection 4.7(a) (a "Cash
Transaction") unless the board of directors of the Company, in good faith and in
its sole and reasonable discretion, elects to have "Fair Value" determined in
accordance with the following clause (A)(ii), (ii) in all instances, other than
a Cash Transaction, including for purposes of Article IV, the board of
directors, in good faith and in its reasonable discretion, shall submit to
Heller its proposed determination of "Fair Value," and unless Heller notifies
the Company within thirty (30) days of its receipt of such proposed "Fair Value"
that, in good faith and in its reasonable discretion, it does not accept the
board of directors proposed "Fair Value," the board of directors proposed
determination of "Fair Value" shall be "Fair Value." If Heller notifies the
Company within such thirty (30) day period that, in good faith and in its
reasonable discretion, it does not accept the board of director's proposed
determination of Fair Value or the parties are otherwise unable to agree upon
"Fair Value" within such thirty (30) day period, the parties shall have an
additional ten (10) days to select an Independent Investment Banking Firm that
they shall mutually agree upon to determine "Fair Value." If Heller and the
Company cannot mutually agree upon an Independent Investment Banking Firm within
such period, each of them shall have an additional fifteen (15) days to select
an Independent Investment Banking Firm and the two Independent Investment
Banking Firms selected by the parties shall then have fifteen (15) days to
select a third Independent Investment Banking Firm. If no third Independent
Investment Banking Firm can be agreed upon by the first two Independent
Investment Banking Firms, such third Independent Investment Banking Firm shall
be an Independent Investment Banking Firm selected by an arbitrator chosen in
accordance with the rules for commercial arbitration of the American Arbitration
Association then in effect. (The Independent Investment Banking Firm selected by
mutual agreement or as provided in the preceding two sentences is referred to
herein as the "Arbiter").
(B) If no determination as to Fair Value is made pursuant to paragraph (A)
of this definition, the Arbiter shall determine the fair value of the entity,
security, property or services (as applicable), and deliver its opinion in
writing to the Company and to Heller. The terms of engagement of the Arbiter
shall require the Arbiter to deliver such written opinion to the Company and
Heller within thirty (30) days following submission of such value determination
to the Arbiter. Fair Value shall be determined based upon the Arbiter's opinion
as follows: (X) if such opinion expressed fair value in terms of a range of
values, the mean of such range shall be
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deemed to be Fair Value, or (Y) if such opinion expresses fair value as an

absolute number, such number shall be deemed to be Fair Value.
(C) Any determination of Fair Value made in accordance with clauses (A)
and/or (B) above shall be conclusive and binding on the Company and Heller and
all other holders of Warrants or Issued Warrant Shares for the purposes of the
event that gave rise to the requirement hereunder to make such determination of
Fair Value.
(D) The out-of-pocket fees and expenses to Heller and the Company in
retaining the investment banking firms to select the Arbiter and all fees, costs
and expenses of the Arbiter shall be borne equally by the Company and Heller to
the extent such fees, costs and expenses do not exceed $50,000 and to the extent
such fees, costs and expenses exceed $50,000 such fees, costs and expenses shall
be borne solely by the Company.
(E) In the event of any determination of "Fair Value" for purposes of
Article IV, other than a Cash Transaction, the Company may consummate the
transaction which causes the need to determine "Fair Value" prior to, but
otherwise subject to, the determination of "Fair Value" in accordance with the
terms of this Agreement. Any adjustment caused by such an event shall be
effective, nunc pro tunc, upon the determination of "Fair Value".
In determining Fair Value, no discount shall be imposed by reason of a minority
ownership interest or the illiquidity of the stock interest being valued.
Notwithstanding the foregoing, if the Company shall have effected a public
offering of any class of Common Stock and the Common Stock is actively traded on
a public market, Fair Value means, with reference to the Warrant Shares, the
Current Market Price of the publicly traded class of Common Stock as of any date
of determination.
"fully diluted capital stock" and "fully diluted basis" have the meaning
assigned to such term in Section 2.3.
"Heller" has the meaning set forth in the introductory paragraphs hereof.
"Independent Investment Banking Firm" shall mean an investment banking firm of
nationally recognized standing with experience in valuing businesses selected by
the Company and reasonably acceptable to the holders of a majority of the
Warrant Shares.
"Issuable Warrant Shares" means the number of shares of Class B Stock issuable
from time to time upon exercise of a Warrant.
"Issued Class A Warrant Shares" means (a) any shares of Class A Stock issued
upon conversion of Issued Class B Warrant Shares plus (b) any shares of Class A
Stock issued as a stock dividend with respect to any shares of the type
described in (a) or as part of a stock split affecting such shares.
"Issued Class B Warrant Shares" means (a) the cumulative total of the shares of
Class B Stock issued from time to time upon exercise of the Warrants, plus (b)
any shares of Class B Stock issued as a stock dividend with respect to such
shares or as part of a stock split affecting such
5
shares, less (c) any shares described in (a) or (b) that were subsequently
converted into shares of Class A Stock.
"Issued Warrant Shares" means the Issued Class A Warrant Shares plus the Issued
Class B Warrant Shares.
"Liabilities" means the Borrower's "Obligations" as defined in the Credit
Agreement.
"Material Adverse Effect" means (a) a material adverse effect on the value of
any Warrants or Warrant Shares, (b) the material impairment of the ability of
Company to perform, in all material respects, any of its obligations under any
Warrant Document to which it is a party, (c) the material impairment of Holder
or any holder of any Warrants or Warrant Shares to enforce, in all material
respects, any of the duties and obligations of the Company under any Warrant
Document. In determining whether any individual event would result in a Material
Adverse Effect, notwithstanding that such event does not itself have such
effect, a Material Adverse Effect shall be deemed to have occurred if the
cumulative effect of such event and all other then existing events would result
in a Material Adverse Effect.
"Notice of Exercise" means the form of Notice of Exercise attached hereto as
Exhibit B.
"Opinion of Counsel" means an opinion of counsel experienced in Securities Act
or bank regulatory matters, as the case may be, chosen by the holder of a
Warrant or the holder of Issued Warrant Shares, which counsel may be counsel to
such holder.

"Other Securities" means any stock and other securities of the Company (other
than Common Stock, Convertible Securities or Stock Purchase Rights) or any other
Person which shall become subject to issue or sale upon the conversion or
exchange of any stock or other securities of the Company.
"Person" means any unincorporated organization, association, corporation,
individual, sole proprietorship, partnership, joint venture, trust institution,
entity, party or government (including any instrumentality, division, agency,
body or department thereof).
"Piggy-Back Shares" has the meaning set forth in Section 5.3.
"Preferred Stock" means Borrower's 4,000,000 authorized shares of Series A
Preferred Stock of the Company, par value $0.01 per share.
"Proposed Purchase Price" has the meaning set forth in ARTICLE V.
"Put Options" means either of the options described in Sections 7.1 or 7.2.
"Qualified Public Offering" means the sale of the Common Stock or the Preferred
Stock in a firm commitment, underwritten public offering registered under the
Securities Act.
"Repurchase Period" means the period commencing on the earliest of (a) the
fourth anniversary of the Closing Date, (b) payment of the Loans and the
termination of the Commitments as such terms are defined in the Credit
Agreement, other than payment of the Loans solely from the
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proceeds of income generated from the business operations of the Company, (c)
the occurrence of an Event of Default or (d) the occurrence of a Value Event,
and terminating upon the earlier to occur of (i) the closing of a Qualified
Public Offering or (ii) at 5:00 p.m. Dallas, Texas Time on the last day of the
Exercise Period.
"Repurchase Price" has the meaning set forth in Section 7.3.
"Revolving Loan" has the meaning set forth in the Credit Agreement.
"Securities Act" means the Securities Act of 1933, as amended, or any Successor
Federal statute, and the rules and regulations of the Commission promulgated
thereunder, all as the same shall be in effect from time to time.
"Stock Option Plan" means the Borrower Incentive Stock Compensation Plan dated
as of October 21, 1994, among Borrower and certain of Borrower's officers and
employees.
"Stock Purchase Agreement" means that certain Stock Purchase Agreement dated as
of October 21, 1994, among Borrower, Austin Ventures and other Persons
identified therein.
"Stock Purchase Rights" means any warrants, options or other rights to subscribe
for, purchase or otherwise acquire any shares of Common Stock or any Convertible
Securities including the Stock Option Agreement.
"Subsidiary" means any corporation or association (a) more than 50% (by number
of votes) of the Voting Stock of which is at the time owned by the Company or by
one or more Subsidiaries or by the Company and one or more Subsidiaries, or any
other business entity in which the Company or one or more Subsidiaries or the
Company and one or more Subsidiaries owns more than a 50% interest either in the
profits or capital of such business entity or (b) whose net earnings, or
portions thereof, are consolidated with the net earnings of the Company and are
recorded on the books of the Company for financial reporting purposes in
accordance with generally accepted accounting principles.
"Suspense Period" means a period commencing, on or after November 10, 1998, upon
(A) the earlier to occur of (i) the execution or acceptance by Company of a bona
fide letter of intent from an Independent Investment Banking Firm to commence an
attempt to conduct a public offering or (ii) the preparation by Company of a
reasonably complete draft of a registration statement for the purpose of
attempting to conduct a public offering and (B) ending on the earlier to occur
of (i) the termination of the attempt to consummate any public offering
contemplated by such letter of intent or draft registration statement, (ii) the
occurrence of a Value Event, (iii) a date which is 180 days from the
commencement of such period, or (iv) August 10, 2004.
"Underlying Common Stock" has the meaning assigned to such term in the Stock
Purchase Agreement.
"Value Event" means any of the following events: (a) any merger or consolidation
of the Company or any Subsidiary with or into any corporation that is not the
Company or a wholly-owned Subsidiary of the Company which results in a Change in
Control, (b) any sale or disposition of all or substantially all the assets of

the Company or any Subsidiary to a Person
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other than the Company or a wholly-owned Subsidiary of the Company, or (c) any
sale or other disposition by the Company or an Affiliate of the Company of
shares of Common Stock constituting (on a cumulative basis) more than 33.33% of
the number of shares of Common Stock on a fully diluted basis plus shares of
capital stock issued after the Closing Date then outstanding (other than to an
Affiliate of the Company) calculated without including the sale, if any of the
Warrant Shares.
"Voting Stock" means securities of any class or series of a corporation or
association the holders of which are ordinarily, in the absence of
contingencies, entitled to participate in the election of a majority of the
directors or persons performing similar functions of such corporation or
association.
"Warrant" or "Warrants" means the Warrants to be issued to Heller pursuant to
this Agreement, Warrants transferred to any holder, and all Warrants issued upon
the partial exercise, transfer or division of or in substitution for any
Warrant.
"Warrant Documents" means the Warrant Agreement, the Warrants, and all other
instruments, documents and agreements executed by or on behalf of Company and
delivered concurrently herewith or at any time hereafter to or for the benefit
of Heller or any holder of the Warrant in connection with the Warrant Agreement
and the transactions contemplated thereby.
"Warrant Shares" means the Issuable Warrant Shares plus the Issued Warrant
Shares.
Whenever used in this Agreement, any noun or pronoun shall be deemed to include
both the singular and plural and to cover all genders, and the words "herein,"
"hereof," and "hereunder" and words of similar import shall refer to this
instrument as a whole, including any amendments hereto.
ARTICLE II
EXERCISE OF WARRANT
2.1 Form of Warrants. The Warrants are being issued in the form attached
hereto as Exhibit A. Heller and each other holder of the Warrants, if
applicable, shall have the rights and obligations provided for in the form of
Warrant and in this Agreement.
2.2 Initial Warrants. At Closing, Warrants shall be issued to Heller (the
"Initial Warrants") which shall entitle Heller to acquire 136,095 shares of
Class B Stock. The right to subscribe for and purchase shares of Class B Stock
pursuant to the Warrants shall commence on the date hereof and shall expire at
5:00 p.m. Dallas, Texas time, on November 10, 2004.
2.3 Additional Warrants.
(a) On or before ten (10) days after the end of each calendar month,
beginning with the month of November, 1994, in which additional shares of
Preferred Stock are issued by the Company pursuant to the Stock Purchase
Agreement until 4,000,000 shares of Preferred Stock are issued and outstanding,
warrants shall be issued to Heller (the "First Additional Warrants") which shall
entitle Heller to acquire an additional number of shares of Class B Stock
sufficient to result in Heller having the right to acquire pursuant thereto 3.5%
of the fully diluted
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capital stock of the Company on the Closing Date after giving effect to (i) such
issuances of Preferred Stock in the preceding calendar month as if such
issuances had occurred on the Closing Date, and (ii) all increases in the
maximum number of shares of Class A Stock that may be subject to options or
awards granted under the Stock Option Plan corresponding to the issuances of
Preferred Stock referred to in the preceding clause (i).
(b) If and when the outstanding balance of the Revolving Loan first
equals or exceeds $5,000,000, Heller will receive warrants (the "Second
Additional Warrants") to acquire a number of additional shares of Class B Stock
equal to 1.5% of the fully diluted capital stock of the Company on the Closing
Date after giving effect to any issuances of Preferred Stock (and corresponding
increases in Class A Stock subject to the Stock Option Plan) described in
subsection 2.3(a) as if such issuances had occurred on the Closing Date.
(c) If and when the outstanding balance of the Revolving Loan first
equals or exceeds $10,000,000, Heller will receive warrants (the `"Third
Additional Warrants") to acquire a number of additional shares of Class B Stock
equal to 1.5% of the fully diluted capital stock of the Company after giving

effect to any issuances of Preferred Stock (and corresponding increases in Class
A Stock subject to the Stock Option Plan) described in subsection 2.3(a) as if
such issuances had occurred on the Closing Date.
(d) If and when the outstanding balance of the Revolving Loan first
equals or exceeds $15,000,000, Heller will receive warrants (the "Fourth
Additional Warrants") to acquire a number of additional shares of Class B Stock
equal to 0.5% of the fully diluted capital stock of the Company after giving
effect to any issuances of Preferred Stock (and corresponding increases in Class
A Stock subject to the Stock Option Plan) described in subsection 2.3(a) as if
such issuances had occurred on the Closing Date.
For the purposes of this Agreement, "fully diluted capital stock" of the
Company on the Closing Date and "fully diluted basis" shall mean, without
duplication, (a) all issued and outstanding shares of capital stock of the
Company on the Closing Date, (b) all options, warrants or other rights
outstanding on the Closing Date that are exercisable to acquire shares of
capital stock of the Company, (c) all debt and equity outstanding on the Closing
Date that are convertible or exchangeable to acquire shares of capital stock of
the Company, and (d) all shares of capital stock of the Company subject to
future issuance (whether or not upon the satisfaction of certain conditions)
under contractual obligations of the Company effective on the Closing Date.
2.4 Exercise Price. The term "Exercise Price" shall mean, initially, $0.01
per share. For purposes of this Section 2.4, the initial Exercise Price shall be
deemed to have become effective at the close of business on the date of this
Agreement but shall be subject to adjustment as set forth in ARTICLE IV or
Section 10.4.
2.5 Right to Exercise. On the terms and subject to the conditions of this
ARTICLE II. the holder of a Warrant shall (i) have the right, at its option, to
exercise the Warrant in whole or in part at any time during the Exercise Period
and (ii) shall exercise the Warrant in the event the Company conducts a
Qualified Public Offering during the Exercise Period immediately prior to the
closing of or in conjunction with the closing of such offering.
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2.6 Manner of Exercise; Issuance of Class B Stock. To exercise a Warrant,
the holder of the Warrant shall deliver to the Company (a) a Notice of Exercise
in the form attached hereto as Exhibit B duly executed by the holder specifying
the number of shares of Class B Stock to be purchased, (b) an amount equal to
the aggregate Exercise Price for all shares of Class B Stock as to which the
Warrant is then being exercised and (c) the Warrant. At the option of the holder
of the Warrant, payment of the Exercise Price shall be made by (a) wire transfer
of funds to an account in a bank located in the United States designated by the
Company for such purpose, (b) certified or official bank check payable to the
order of the Company, (c) by application of the Liabilities as provided in
Section 2.10 hereof, (d) by deducting from the number of shares delivered upon
exercise of the Warrant a number of shares which has an aggregate Current Market
Price on the date of exercise equal to the aggregate Exercise Price for all
shares as to which the Warrant is then being exercised or (e) by any combination
of such methods.
Upon receipt of the required deliveries, the Company shall, within five
days thereafter, cause to be issued and delivered to the holder of the Warrant
(or its nominee) or, subject to ARTICLE V, the transferee designated in the
Notice of Exercise, a certificate or certificates representing shares of Class B
Stock equal in the aggregate to the number of shares of Class B Stock specified
in the Notice of Exercise (but not exceeding the maximum number of shares
issuable upon exercise of the Warrant). Such certificate or certificates shall
be registered in the name of the holder of the Warrant (or its nominee) or in
the name of such transferee, as the case may be.
If a Warrant is exercised in part, the Company shall, at the time of
delivery of such certificate or certificates, unless the Exercise Period has
expired, issue and deliver to the holder of the Warrant or, subject to ARTICLE
V, the transferee so designated in the Notice of Exercise, a new Warrant
evidencing the right of the holder or such transferee to purchase the aggregate
number of shares of Class B Stock for which the Warrant shall not have been
exercised, and the Warrant shall be canceled.
2.7 Effectiveness of Exercise. Unless otherwise requested by the holder of
the Warrant, a Warrant shall be deemed to have been exercised and such
certificate or certificates shall be deemed to have been issued, and the holder
of such Warrant or transferee so designated in the Notice of Exercise shall be
deemed to have become the holder of record of such shares for all purposes, as
of the close of business on the date the Notice of Exercise, together with
payment of the Exercise Price and the Warrant, is received by the Company.
2.8 Fractional Shares. The Company shall not issue fractional shares of
Class B Stock o. scrip representing fractional shares of Class B Stock upon any
exercise of a Warrant. As to any fractional share of Class B Stock which the
holder of a Warrant would otherwise be entitled to purchase from the Company

upon such exercise, the Company shall purchase from the holder such fractional
share at a price equal to an amount calculated by multiplying such fractional
share (calculated to the nearest .001 of a share) by the Repurchase Price
(determined without regard to whether the Warrant or any Warrant Shares are then
subject to repurchase hereunder) calculated as of the date of the Notice of
Exercise. Payment of such amount shall be made at the time of delivery of any
certificate or certificates deliverable upon such exercise in cash or by check
payable to the order of the holder of the Warrant or, subject to ARTICLE V, the
transferee designated in the Notice of Exercise, as the case may be.
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2.9 Continued Validity. A holder of shares of Class B Stock issued upon the
exercise of a Warrant, in whole or in part, shall continue to be entitled to all
rights to which a holder of a Warrant is entitled pursuant to the provisions of
this Agreement except such rights as by their terms apply solely to the holder
of a Warrant. The Company will, at the time of any exercise of a Warrant, upon
the request of the holder of the shares of Class B Stock issued upon the
exercise hereof, acknowledge in writing, in form reasonably satisfactory to such
holder, its continuing obligation to afford to such holder all rights to which
such holder shall continue to be entitled after such exercise in accordance with
the provisions of this Agreement; provided, however, that if such holder shall
fail to make any such request, such failure shall not affect the continuing
obligation of the Company to afford to such holder all such rights.
2.10 Payment by Application of Liabilities. Upon any exercise of a Warrant,
the holder, if such holder is Heller or an Affiliate, may, at its option,
instruct the Company, by so specifying in the form of Notice of Exercise
submitted therewith, to apply to the payment of the Exercise Price all or any
part of the principal amount of the Liabilities, in such order as Heller may
determine.
ARTICLE III
REGISTRATION, TRANSFER AND EXCHANGE
3.1 Maintenance of Registration Books. The Company shall keep at its
principal office in Farmers Branch, Texas a register in which, subject to such
reasonable regulations as it may prescribe, the Company shall provide for the
registration, transfer and exchange of the Warrants. The Company shall not at
any time, except upon the dissolution, liquidation or winding up of the Company,
close such register so as to result in preventing or delaying the exercise or
transfer of the Warrants.
3.2 Transfer and Exchange. Upon surrender for registration of transfer of a
Warrant at such office, the Company shall execute and deliver, subject to
ARTICLE V, in the name of the designated transferee or transferees, one or more
new Warrants representing the right to purchase a like aggregate number of
shares of Class B Stock. At the option of any holder of a Warrant, a Warrant may
be exchanged for other Warrants representing the right to purchase a like
aggregate number of shares of Class B Stock upon surrender of such Warrant at
such office. Whenever a Warrant is so surrendered for exchange, the Company
shall execute and deliver the Warrants which the holder making the exchange is
entitled to receive.
Every Warrant presented or surrendered for registration of transfer or
exchange shall be accompanied by an Assignment duly executed by the holder
thereof or its attorney duly authorized in writing.
All Warrants issued upon any registration of transfer or exchange of
Warrants shall be the valid obligations of the Company, evidencing the same
rights, and entitled to the same benefits, as the Warrants surrendered upon such
registration of transfer or exchange.
3.3 Replacement. Upon receipt of evidence reasonably satisfactory to the
Company of the loss, theft, destruction or mutilation of a Warrant and (a) in
the case of any such loss, theft or destruction upon delivery of indemnity
reasonably satisfactory to the Company in form and
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amount or (b) in the case of any such mutilation, upon surrender of such Warrant
for cancellation at the principal office of the Company, the Company, at its
expense, will execute and deliver, in lieu thereof, a new Warrant.
3.4 Ownership. The Company and any agent of the Company may treat the
Person in whose name a Warrant is registered on the register kept at the
principal office of the Company as the owner and holder thereof for all
purposes, notwithstanding any notice to the contrary, except that, if and when a
Warrant is properly assigned in blank, the Company may (but shall not be
obligated to) treat the bearer thereof as the owner of the Warrant for all
purposes, notwithstanding any notice to the contrary. A Warrant, if properly
assigned, may be exercised by a new holder without first having a new Warrant
issued.

ARTICLE IV
ANTIDILUTION PROVISIONS
4.1 Adjustment of Number of Shares Purchasable. Upon any adjustment of the
Exercise Price as provided in Section 4.2 or Section 4.4, the holders of the
Warrants shall thereafter be entitled to purchase, at the Exercise Price
resulting from such adjustment, the number of shares of Class B Stock
(calculated to the nearest 1/100th of a share) obtained by multiplying the
Exercise Price in effect immediately prior to such adjustment by the number of
shares of Class B Stock purchasable under the Warrants immediately prior to such
adjustment and dividing the product thereof by the Exercise Price resulting from
such adjustment. It is the intent of the parties hereto that (i) the holders of
the Initial Warrants, taken together, shall have on the date hereof the right to
acquire pursuant thereto 3.5% of the fully diluted capital stock of the Company
on the Closing Date; (ii) if the First Additional Warrants were issued as of the
date hereof~, the holders of the Initial Warrants and the First Additional
Warrants, taken together, would have the right to acquire 3.5% of the fully
diluted capital stock of the Company, (iii) if the Second Additional Warrants
were issued on the date hereof~ the holders of the Initial Warrants, the First
Additional Warrants and the Second Additional Warrants, taken together, would
have the right to acquire 5% of the fully diluted capital stock of the Company',
(iv) if the First Additional Warrants, the Second Additional Warrants and the
Third Additional Warrants were issued on the date hereof~ the holders of the
Initial Warrants, the First Additional Warrants, the Second Additional Warrants
and the Third Additional Warrants, taken together, would have the right to
acquire 6.5% of the fully diluted capital stock of the Company', and (v) if the
First Additional Warrants, the Second Additional Warrants, the Third Additional
Warrants and the Fourth Additional Warrants were issued on the date hereof~ the
holders of the Initial Warrants and the First Additional Warrants, the Second
Additional Warrants, the Third Additional Warrants and the Fourth Additional
Warrants, taken together, would have the right to acquire 7.0% of the fully
diluted capital stock of the Company.
4.2 Adjustment of Exercise Price. In addition to any adjustment required
under the provisions of Section 10.3 below, the Exercise Price shall be subject
to adjustment from time to time as hereinafter set forth.
(a) Stock Dividends. Subdivisions and Combinations. In the event that
the Company subsequent to the Closing Date shall:
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(i) declare a dividend upon, or make any distribution in respect
of~ any of its stock, payable in Common Stock, Convertible Securities or Stock
Purchase Rights in excess of any such dividend or distribution made solely in
substitution of the eight percent (8%) per annum cash dividend on the Preferred
Stock provided by the articles of incorporation of the Company in effect on the
Closing Date, based on the Fair Value of such Common Stock, Convertible
Securities or Stock Purchase Rights, or
(ii) subdivide its outstanding shares of Common Stock into a
larger number of shares of Common Stock, or
(iii) combine its outstanding shares of Common Stock into a
smaller number of shares of Common Stock,
then the Exercise Price shall be adjusted to that price determined by
multiplying the Exercise Price per share of Class B Stock immediately prior to
such event by a fraction (A) the numerator of which shall be the total number of
outstanding shares of Common Stock of the Company immediately prior to such
event, and (B) the denominator of which shall be the total number of outstanding
shares of Common Stock of the Company immediately after such event, assuming for
purposes of this Subsection (a) that there are outstanding in each case all
shares of Common Stock issuable upon conversions or exchanges of such
Convertible Securities and exercises of such Stock Purchase Rights and assuming
that antidilution adjustments made to all Convertible Securities and Stock
Purchase Rights are made concurrently.
(b) Issuance of Additional Shares of Common Stock. In case the Company
shall issue or sell any shares of Common Stock (other than as permitted under
Section 4.13 below) after the Closing Date for a consideration less than the
greater of (1) the Exercise Price per share then in effect or (ii) the then Fair
Value per share of Common Stock, the Exercise Price upon each such issuance or
sale shall be adjusted (to the nearest one-thousandth of a cent) to the lower
price calculated pursuant to clauses (i) and (ii) of this Subsection (b) and
shall be determined by
(i) dividing (A) an amount equal to the sum of (1) the number of
shares of Common Stock outstanding immediately prior to such issue or sale
multiplied by the then existing Exercise Price plus (2) the aggregate
consideration, if any, received by the Company upon such issue or sale, by (B)
the total number of shares of Common Stock outstanding immediately after such
issue or sale; or

(ii) multiplying the then existing Exercise Price by a fraction
(A) the numerator of which is (1) the sum of (a) the product of the number of
shares of Common Stock outstanding immediately prior to such issue or sale times
the Fair Value per share of Common Stock immediately prior to such issue or sale
plus (b) the consideration received by the Company upon such issue or sale,
divided by (2) the total number of shares of Common Stock outstanding
immediately after such issue or sale, and (B) the denominator of which shall be
the Fair Value per share of Common Stock immediately prior to such issue or
sale, assuming for purposes of this Subsection (b)that there are outstanding in
each case all shares of Common Stock issuable upon conversions or exchanges of
such Convertible Securities and exercises of such Stock
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Purchase Rights and assuming that antidilution adjustments made to all
Convertible Securities and Stock Purchase Rights are made concurrently.
For purposes of this Subsection (b), the date as of which the Fair Value
per share of Common Stock shall be computed shall be the last day of the most
recently completed fiscal period of the Company for which financial statements
have been delivered pursuant to ARTICLE X prior to which the Company shall first
(i) enter into a firm contract for the issuance of such shares or (ii) issue
such shares.
The provisions of this Subsection (b) shall not apply to any additional
shares of Common Stock which are distributed to holders of Common Stock pursuant
to a stock dividend or subdivision for which an adjustment is provided for under
Subsection (a) of this Section 4.2. No adjustment of the Exercise Price shall be
made under this subsection upon the issuance of any additional shares of Common
Stock which are issued pursuant to the exercise of any Stock Purchase Rights or
pursuant to the conversion or exchange of any Convertible Securities to the
extent that such adjustment shall previously have been made upon the issuance of
such Stock Purchase Rights or Convertible Securities pursuant to Subsection (a),
(c) or (d) of this Section 4.2. (For illustrative purposes, but without limiting
the requirements set forth above, there are attached hereto as Exhibit 4.2 the
mathematical formulas that would be used to calculate the adjusted Exercise
Price in the case of an issuance of Common Stock for less than the greater of
(i) the Exercise Price per share then in effect or (ii) the then Fair Value per
share).
(c) Issuance of Stock Purchase Rights. In case the Company shall issue
or sell any Stock Purchase Rights and the consideration per share for which
additional shares of Common Stock may at any time thereafter be issuable upon
exercise thereof (or, in the case of Stock Purchase Rights exercisable for the
purchase of Convertible Securities, upon the subsequent conversion or exchange
of such Convertible Securities) shall be less than the greater of (i) the
Exercise Price per share in effect or (ii) the then Fair Value per share, the
Exercise Price shall be adjusted as provided in Subsection (b) of this Section
4.2 on the basis that (i) the maximum number of additional shares of Common
Stock issuable upon exercise of such Stock Purchase Rights (or upon conversion
or exchange of such Convertible Securities following such exercise) shall be
deemed to have been issued as of the date of the determination of the Exercise
Price or Fair Value, as hereinafter provided, and (ii) the aggregate
consideration received for such additional shares of Common Stock shall be
deemed to be the minimum consideration received and receivable by the Company in
connection with the issuance and exercise of such Stock Purchase Rights (or upon
conversion or exchange of such Convertible Securities). For the purposes of this
Subsection, (i) the date as of which the Exercise Price shall be computed shall
be the earlier of (A) the date on which the Company shall enter into a firm
contract for the issuance of such Stock Purchase Rights, or (B) the date of
actual issuance of such Stock Purchase Rights, and (ii) the date as of which the
Fair Value per share of Common Stock shall be computed shall be the last day of
the most recently completed fiscal period of the Company for which financial
statements have been delivered pursuant to ARTICLE X prior to the earlier of the
dates determined pursuant to (A) and (B) above.
(d) Issuance of Convertible Securities. In case the Company shall
issue or sell any Convertible Securities and the consideration per share for
which additional shares of Common Stock may at any time thereafter be issuable
pursuant to the terms of such Convertible
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Securities shall be less than the greater of (1) the Exercise price per share
then in effect or (ii) the Fair Value per share, the Exercise Price shall be
adjusted as provided in Subsection (b) of this Section 4.2 on the basis that (i)
the maximum number of additional shares of Common Stock necessary to effect the
conversion or exchange of all such Convertible Securities shall be deemed to
have been issued as of the date for the determination of the Exercise Price or
Fair Value, as hereinafter provided, and (ii) the aggregate consideration
received for such additional shares of Common Stock shall be deemed to be equal
to the minimum consideration received and receivable by the Company in

connection with the issuance and exercise of such Convertible Securities. For
the purposes of this Subsection, (i) the date as of which the Exercise Price per
share shall be computed shall be the earlier of (A) the date on which the
Company shall enter into a firm contract for the issuance of such Convertible
Securities, or (B) the date of actual issuance of such Convertible Securities,
and (ii) the date as of which the Fair Value per share of Common Stock shall be
computed shall be the last day of the most recently completed fiscal period of
the Company for which financial statements have been delivered pursuant to
ARTICLE X prior to the earlier of the dates determined pursuant to (A) and (B)
above. No adjustment of the Exercise Price shall be made under this Subsection
upon the issuance of any Convertible Securities which are issued pursuant to the
exercise of any Stock Purchase Rights, if an adjustment shall previously have
been made upon the issuance of such Stock Purchase Rights pursuant to Subsection
(c) of this Section 4.2.
4.3 Minimum Adjustment. In the event any adjustment of the Exercise Price
pursuant to Section 4.2 shall result in an adjustment of less than $.01 per
share of Class B Stock, no such adjustment shall be made, but any such lesser
adjustment shall be carried forward and shall be made at the time and together
with the next subsequent adjustment which, together with any adjustments so
carried forward, shall amount to $.01 or more per share of Class B Stock,
provided, however, that upon any adjustment of the Exercise Price resulting from
(i) the declaration of a dividend upon, or the making of any distribution in
respect of, any stock of the Company payable in Common Stock or Convertible
Securities or (ii) the reclassification by subdivision, combination or
otherwise, of the Common Stock into a greater or smaller number of shares, the
foregoing figure of $.01 per share (or such figure as last adjusted) shall be
proportionately adjusted, and provided, further, upon the exercise of a Warrant,
the Company shall make all necessary adjustments (to the nearest .001 of a cent)
not theretofore made to the Exercise Price up to and including the date upon
which the Warrant is exercised.
4.4 Readjustment of Exercise Price. In the event (i) the purchase price
payable for any Stock Purchase Rights or Convertible Securities referred to in
Subsection (c) or (d) of Section 4.2 above, (ii) the additional consideration,
if any, payable upon exercise of such Stock Purchase Rights or upon the
conversion or exchange of such Convertible Securities or (iii) the rate at which
any Convertible Securities above are convertible into or exchangeable for
additional shares of Common Stock shall change, the Exercise Price in effect at
the time of such event shall forthwith be readjusted to the Exercise Price which
would have been in effect at such time had such Stock Purchase Rights or
Convertible Securities provided for such changed purchase price, additional
consideration or conversion rate, as the case may be, at the time initially
granted, issued or sold. On the expiration of any such Stock Purchase Rights not
exercised or of any such right to convert or exchange under any such Convertible
Securities not exercised, the Exercise Price then in effect hereunder shall
forthwith be increased to the Exercise Price which would have been in effect at
the time of such expiration or termination had such unexercised Stock
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Purchase Rights or unconverted Convertible Securities never been issued. No
readjustment of the Exercise Price pursuant to this Section 4.4 shall have the
effect of increasing the Exercise Price by an amount in excess of the adjustment
originally made to the Exercise Price in respect of the issue, sale or grant of
the applicable Stock Purchase Rights or Convertible Securities.
4.5 Reorganization. Reclassification or Recapitalization of Company. In
case of any capital reorganization or reclassification or recapitalization of
the capital stock of the Company (other than in the cases referred to in
Subsection (a) of Section 4.2), or in case of the consolidation or merger of the
Company with or into another corporation which results in a Change in Control,
or in case of the sale or transfer of the property of the Company as an entirety
or substantially as an entirety, there shall thereafter be deliverable upon the
exercise of a Warrant or any portion thereof (in lieu of or in addition to the
number of shares of Class B Stock theretofore deliverable, as appropriate) the
number of shares of stock or other securities or property to which the holder of
the number of shares of Class B Stock which would otherwise have been
deliverable upon the exercise of such Warrant or any portion thereof at the time
would have been entitled to upon such capital reorganization or reclassification
or recapitalization of capital stock, consolidation, merger, sale, or transfer
and at the same aggregate Exercise Price.
The Company shall make equitable, written adjustments in the application of
the provisions herein set forth reasonably satisfactory to the holders of
Warrants entitled to purchase not less than 66213% of the Issuable Warrant
Shares at such time with respect to the rights and interests of such holders so
that the provisions set forth herein shall thereafter be applicable, as nearly
as possible, in relation to any shares of stock or other securities or other
property thereafter deliverable upon exercise of a Warrant. Any such adjustment
shall be made by and set forth in a supplemental agreement between the Company
and/or the successor entity, as applicable, which agreement shall bind each such
entity, shall be accompanied by an opinion of counsel as to the enforceability
of such agreement and shall be approved by the holders of Warrants entitled to

purchase not less than 66 213% of the shares of Class B Stock issuable upon the
exercise thereof.
4.6 Dilution in Case of Other Securities. In case any Other Securities
shall be issued or sold or shall become subject to issuance or sale upon the
conversion or exchange of any stock (or Other Securities) of the Company (or any
issuer of Other Securities or any other Person referred to in Section 4.5) or
become subject to subscription, purchase or other acquisition pursuant to any
options or rights issued or granted by the Company (or by any such other issuer
or Person) for a consideration such as to dilute, within the standards
established in the other provisions of this ARTICLE IV, the purchase rights
granted by this Agreement, then, and in each such case, the computations,
adjustments and readjustments provided for in this ARTICLE IV with respect to
the Exercise Price shall be made as nearly as possible in the manner so provided
and applied to determine the amount of Other Securities from time to time
receivable upon the exercise of a Warrant, so as to protect the holders of the
Warrants against the effect of such dilution.
4.7 Determination of Consideration. For purposes of this ARTICLE IV, the
consideration received or receivable by the Company for the issuance, sale,
grant or assumption of additional shares of Common Stock, Stock Purchase Rights
or Convertible Securities, irrespective of the accounting treatment of such
consideration, shall be valued as follows:
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(a) Cash Payment. In the case of cash, the net amount of cash received
by the Company after deduction of any accrued interest or dividends, but without
deduction of expenses paid or incurred or any underwriting commissions or
concessions paid or allowed by the Company.
(b) Securities or Other Property. In the case of securities or other
property, at the lesser of (i) the Current Market Price of the security for
which such consideration was received, and (ii) the Fair Value of such
consideration (in both cases as of the date immediately preceding the issuance,
sale or grant in question).
(c) Allocation Related to Common Stock. In the event additional shares
of Common Stock are issued or sold together with other securities or other
assets of the Company for a consideration which covers both, the consideration
received (computed as provided in (a) and (b) above) shall be allocable to such
additional shares of Common Stock as determined in good faith by the Board of
Directors of the Company.
(d) Allocation Related to Stock Purchase Rights and Convertible
Securities. In case any Stock Purchase Rights or Convertible Securities shall be
issued or sold together with other securities or other assets of the Company,
together comprising one integral transaction in which no specific consideration
is allocated to the Stock Purchase Rights or Convertible Securities, such Stock
Purchase Rights or Convertible Securities shall be deemed to have been issued
without consideration.
(e) Dividends in Securities. In case the Company shall declare a
dividend or make any other distribution upon any stock of the Company (other
than Common Stock) payable in either case in Common Stock, Convertible
Securities or Stock Purchase Rights, such Common Stock, Convertible Securities
or Stock Purchase Rights, as the case may be, issuable in payment of such
dividend or distribution shall be deemed to have been issued or sold without
consideration.
(f) Stock Purchase Rights and Convertible Securities. The
consideration for which shares of Common Stock shall be deemed to be issued upon
the issuance of any Stock Purchase Rights or Convertible Securities shall be
determined by dividing (i) the total consideration, if any, received or
receivable by the Company as consideration for the granting of such Stock
Purchase Rights or the issuance of such Convertible Securities, plus the minimum
aggregate amount of additional consideration payable to the Company upon the
exercise of such Stock Purchase Rights, or, in the case of such Convertible
Securities, the minimum aggregate amount of additional consideration, if any,
payable upon the conversion or exchange thereof, in each case after deducting
any expenses actually paid or incurred or any underwriting commissions or
concessions actually paid or allowed by the Company, by (ii) the maximum number
of shares of Common Stock issuable upon the exercise of such Stock Purchase
Rights or upon the conversion or exchange of all such Convertible Securities.
(g) Merger, Consolidation or Sale of Assets. In case any shares of
Common Stock or Convertible Securities or any Stock Purchase Rights shall be
issued in connection with any merger or consolidation in which the Company is
the surviving corporation, the amount of consideration therefor shall be deemed
to be the Fair Value of such portion of the assets and
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business of the non-surviving corporation as shall be attributable to such
Common Stock, Convertible Securities or Stock Purchase Rights, as the case may
be. In the event of any merger or consolidation of the Company in which the
Company is not the surviving corporation or in the event of any sale of all or
substantially all of the assets of the Company for stock or other securities of
any corporation, the Company shall be deemed to have issued a number of shares
of its Common Stock for stock, securities or other property of the other
corporation computed on the basis of the actual exchange ratio on which the
transaction was predicated and for a consideration equal to the Fair Value on
the date of such transaction of such stock, securities and other property of the
other corporation, and if any such calculation results in adjustment of the
Exercise Price, the determination of the number of shares of Class B Stock
issuable upon exercise of a Warrant immediately prior to such merger,
consolidation or sale, for the purposes of Section 4.5 above, shall be made
after giving effect to such adjustment of the Exercise Price.
4.8 Record Date. In case the Company shall take a record of the holders of
the Common Stock for the purpose of entitling them (i) to receive a dividend or
other distribution payable in Common Stock or in Convertible Securities or (ii)
to subscribe for or purchase Common Stock or Convertible Securities, then all
references in this ARTICLE IV to the date of the issue or sale of the shares of
Common Stock deemed to have been issued or sold upon the declaration of such
dividend or the making of such other distribution or the date of the granting of
such right of subscription or purchase, as the case may be, shall be deemed to
be references to such record date.
4.9 Shares Outstanding. The number of shares of Common Stock deemed to be
outstanding at any given time shall not include shares of Common Stock in the
treasury of the Company or held by any Subsidiary.
4.10 Maximum Exercise Price. At no time shall the Exercise Price exceed the
amount set forth in Section 2.4 of this Agreement except as provided in Section
4.2(a) or Section 4.5.
4.11 Application. Except as otherwise provided herein, all Sections and
Subsections of this ARTICLE IV are intended to operate independently of one
another. If an event occurs that requires the application of more than one
Section or Subsection, all applicable Sections and Subsections shall be given
independent effect.
4.12 No Adjustments under Certain Circumstances. Anything herein to the
contrary notwithstanding, the Company shall not be required to make any
adjustment of the Exercise Price in the case of:
(a) the issuance of shares of Class A Stock pursuant to any option to
purchase or otherwise acquire any shares of Class A Stock granted by the
Company, after the Closing Date; provided, that the maximum number of shares of
capital stock of the Company to be issued pursuant to such options does not
exceed, in the aggregate, five percent (5%) of the fully diluted capital stock
of the Company on the Closing Date.
(b) the issuance of shares of Class B Stock upon the exercise in whole
or part of a Warrant; or
(c) the issuance of Class A Stock upon the conversion of Class B
Stock;
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(d) the issuance of Class A Stock upon the conversion of the Preferred
Stock,
(e) the issuance of Class A Stock under the Stock Option Plan; or
(f) the issuance of Class A Stock in substitution of cash dividends on
the Preferred' Stock but only to the extent such dividends are in substitution
for the cash dividends provided by the articles of incorporation in affect on
the Closing Date as provided in subsection 4.2(a)(i).
4.13 Certificates and Notices.
(a) Adjustments to Exercise Price. Upon any adjustment under this
ARTICLE IV of the number of Issuable Warrant Shares or of the Exercise Price, a
certificate, signed (i) by the President or a Vice President and by the
Treasurer or an Assistant Treasurer or the Secretary or an Assistant Secretary
of the Company, or (ii) by any independent firm of certified public accountants
of recognized national standing selected by, and at the expense of, the Company,
setting forth in reasonable detail the events requiring the adjustment and the
method by which such adjustment was calculated, shall be mailed to each holder
of a Warrant specifying the adjusted Exercise Price and the number of shares of
a~ B Stock purchasable upon exercise of such holder's Warrant after giving
effect to such adjustment.
The certificate of any independent firm of certified public accountants of

recognized national standing selected the Board of Directors of the Company
shall be conclusive evidence of the correctness of any computation made under
ARTICLE IV.
(b) Extraordinary Corporate Events. In case the Company after the date
hereof shall propose to (i) pay any dividend payable in stock to the holders of
shares of Common Stock or to make any other Distribution to the holders of
shares of Common Stock, (ii) offer to the holders of shares of Common Stock
rights to subscribe for or purchase any additional shares of any class of stock
or any other rights or options or (iii) effect any reclassification of the
Common Stock (other than a reclassification involving merely the subdivision or
combination of outstanding shares of Common Stock), or any capital
reorganization or any consolidation or merger (other than a merger in which no
distribution of securities or other property is to be made to holders of shares
of Common Stock), or any sale, transfer or other disposition of its property,
assets and business as an entirety or substantially as an entirety, or the
liquidation, dissolution or winding up of the Company, then, in each such case,
the Company shall mail to each holder of a Warrant notice of such proposed
action, which shall specify the date on which the stock transfer books of the
Company shall close, or a record shall be taken, for determining the holders of
Common Stock entitled to receive such stock dividends or other Distribution or
such rights or options, or the date on which such reclassification,
reorganization, consolidation, merger, sale, transfer, other disposition,
liquidation, dissolution or winding up shall take place or commence, as the case
may be, and the date as of which it is expected that holders of Common Stock of
record shall be entitled to receive securities or other property deliverable
upon such action, if any such date is to be fixed. Such notice shall be mailed
in the case of any action covered by clause (i) or (ii) above at least ten (10)
days prior to the record date for determining holders of Common Stock for
purposes of receiving such payment or offer, or in the case of any action
covered by clause (iii) above at least thirty (30) days prior to the date upon
which such action takes place
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and ten (10) days prior to any record date to determine holders of Common Stock
entitled to receive such securities or other property.
(c) Effect of Failure. Failure to file any certificate or notice or to
mail any notice, or any defect in any certificate or notice pursuant to this
Section 4.14 shall not affect the legality or validity of the adjustment of the
Exercise Price or the number of shares purchasable upon exercise of a Warrant,
or any transaction giving rise thereto.
ARTICLE V
RESTRICTIONS ON TRANSFER
Neither the Warrants nor the shares of Common Stock issuable upon the
exercise thereof shall be transferable without the prior written consent of the
Company except (a) to an Affiliate of the holder of a Warrant, (b) to a
successor corporation to the holder of a Warrant as a result of a merger or
consolidation with, or sale of all or substantially all of the assets of, such
holder, (c) as is or may be required by the holder of a Warrant to comply with
any Federal or state law or any rule or regulation of any governmental or public
body or authority, (d) on thirty (30) days prior written notice to the Company
for a period of ninety (90) days immediately following the date of such notice,
to any other Person who, together with its Affiliates, shall acquire in such
transfer Warrants exercisable as to, or shares of Common Stock representing, not
more than two percent (2%) of the then outstanding Common Stock or such greater
percentage as may then be permitted in accordance with any applicable policy of
the Federal Reserve Board relating to equity investments by bank holding
companies, provided, that such Person is not in the business of providing alarm
monitoring services, (e) in a public offering pursuant to an effective
registration statement under the Securities Act, or (i) pursuant to ARTICLE VII
or ARTICLE VIII.
Any notice given pursuant to Subsection (d) of this preamble to ARTICLE V
by a holder of a Warrant or of any shares issuable pursuant thereto shall
contain (i) the name and address of the proposed bona fide purchaser of the
Warrant or portion thereof or of any shares issuable pursuant thereto, (ii) the
proposed purchase price per share of Common Stock subject to or issuable
pursuant to the Warrant (`Proposed Purchase Price"), (iii) the number of shares
of Common Stock subject to or issuable pursuant to the Warrant proposed to be
sold and (iv) a brief description of such proposed transfer. At any time during
the twenty (20) days following the receipt of such notice, the Company shall
have the right to acquire the Warrant (or portion thereof) or the shares of
Common Stock described in such notice for an amount equal to the Proposed
Purchase Price. In order to exercise its option, the Company must purchase all
and not less than all of the securities proposed to be sold.
Whenever and as often as any holder of a Warrant desires to sell all or any
portion of a Warrant (other than a sale permitted under clause (a) or clauses
(c)-(f) of the initial paragraph of this ARTICLE V), pursuant to a bona fide
written offer to purchase such Warrant or any portion of such Warrant, such

holder (for purposes of the preamble of this Section 5, the "Selling Holder")
shall give written notice (the "Notice") to the Company, Austin Ventures III-A
and Austin Ventures III-B (each, an "Offeree") to such effect, enclosing a copy
of such offer and specifying the Warrant or any portion thereof which the
Selling Holder desires to sell, the name of the Person or Persons to whom the
Selling Holder desires to make such sale and the
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consideration which has been offered in connection with such offer. Upon receipt
of the Notice, the Company shall have the right and option to purchase the
Warrant proposed to be sold for cash at the purchase price specified in the
Notice, exercisable for 20 days after receipt of the notice. Failure of the
Company to respond to such Notice within such 20-day period shall be deemed to
constitute a notification to the Selling Holder of the Company's decision not to
exercise its first right and option, the Selling Holder shall give written
notice to each of the Offerees. The Offerees, pro rata in accordance with their
ownership of Underlying Common Stock shall have the right and option to purchase
the remaining shares proposed to be sold for cash at the purchase price per
share specified in the Notice, exercisable for. 10 days after the expiration of
the Company's 20-day option period. Failure of any Offeree to respond to such
Notice within such 10-day period shall be deemed to constitute a notification to
the Selling Holder of such Offeree's decision not to exercise the right and
option to purchase such shares under this paragraph. In the event such
consideration includes non-cash consideration, the dollar value of such non-cash
consideration shall be its Fair Value.
The Company and/or the Offerees may exercise the right and option provided
above by giving written notice of exercise to the Selling Holder within such
10-day period, specifying the date (not later than five days from the date of
expiration of all applicable first right and options to purchase shares under
this paragraph) upon which payment of the purchase price for the shares
purchased pursuant to this paragraph shall be made. The Selling Holder shall
deliver to the Offeree(s) at the Company's principal office, at least one day
prior to the payment date, wire transfer instructions, and on the payment date
specified in such notice, the Warrant representing such shares, properly
endorsed for transfer, against payment of the purchase price therefor by the
Offeree(s) in immediately available funds.
If all the shares proposed to be transferred are not purchased by the
Offerees in accordance with this paragraph, the Selling Holder shall not be
required to sell any of the shares proposed to be transferred to the Offerees or
to the Company, and during the 90-day period commencing on the expiration of the
rights and options provided for in this paragraph, may sell all (but not less
than all) of such Warrants to the transferee named in the Notice for a
consideration equal to or greater than the consideration specified in the
Notice, free of the restrictions contained in the preamble of this Section 5 of
this Agreement (but subject to the other terms and conditions hereof).
The conditions contained in the following sections of this ARTICLE V are
intended to ensure compliance with the Securities Act in respect of the transfer
of the Warrants or Common Stock issuable upon the exercise thereof. Reference in
this ARTICLE V to shares of Common Stock issuable upon the exercise of the
Warrants includes shares of Common Stock theretofore issued upon the exercise of
the Warrants or upon conversion of the Issued Class B Warrant Shares or
otherwise which are then evidenced by certificates required to bear the legend
set forth in Section 5.7.
5.1 Notice of Proposed Transfer; Registration Not Required. The holder of
any Warrant or the holder of any shares of Common Stock issuable upon the
exercise of a Warrant, by acceptance hereof or thereof, agrees to give written
notice to the Company, prior to any transfer under Subsections (a) through (d)
of the preamble of this ARTICLE V, of the Warrant or such shares of Common Stock
or any portion thereof, of its intention to make such transfer.
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Such holder shall request an Opinion of Counsel (which shall be rendered by
counsel reasonably acceptable to the Company and shall be in form and substance
reasonably acceptable to the Company) that the proposed transfer may be effected
without registration or qualification under any Federal or state securities or
blue sky law. Counsel shall, as promptly as practicable, notify the Company and
such holder of such opinion and of the terms and conditions, if any, to be
observed in such transfer, whereupon the holder shall be entitled to transfer
the Warrant or such shares of Common Stock (or portion thereof), in the event
the Company does not exercise its option to purchase the Warrant or such shares,
after the expiration of a twenty (20) day period in accordance with the terms of
the notice delivered to the Company. In the event the Warrant shall be exercised
as an incident to such transfer, such exercise shall relate back and for all
purposes of the Warrant be deemed to have occurred as of the date of such notice
regardless of delays incurred by reason of the provisions of this ARTICLE V
which may result in the actual exercise on any later date.

Notwithstanding the provisions of the foregoing paragraph, the holder of
any Warrant or the holder of any shares of Common Stock issuable upon the
exercise thereof shall be permitted to transfer the Warrant or any such shares
of Common Stock to a limited number of institutional holders which are
Accredited Investors, provided that (i) each such holder represents in writing
that it is acquiring such securities for investment and not with a view to the
distribution thereof (subject, however, to any requirement of law that the
disposition thereof shall at all times be within the control of such holder) and
(ii) each such holder agrees in writing to be bound by all the restrictions on
transfer contained in this ARTICLE V.
5.2 Incidental Registration and Qualification. If the Company or any
security holder of the Company other than a holder of Warrants or a holder of
Issued Warrant Shares proposes to register any securities of the Company under
the Securities Act on any registration form (otherwise than for the registration
of securities to be offered and sold by the Company pursuant to (a) an employee
benefit plan, (b)a dividend or interest reinvestment plan, (c) other similar
plans or (d) reclassifications of securities, mergers, consolidations, share
exchanges and acquisitions of assets) permitting a secondary offering or
distribution, not less than thirty (30) days prior to each such registration the
Company shall give to the holder of any Warrant and the holders of Issued
Warrant Shares bearing the legend required by Section 5.7 written notice of such
proposal which shall describe in detail the proposed registration and
distribution (including those jurisdictions where registration or qualification
under the securities or blue sky laws is intended) and, upon the written request
of the holder of a Warrant or a holder of Issued Warrant Shares furnished within
thirty (30) days after the date of any such notice, proceed to include in such
registration such Warrant Shares ("Piggy-Back Shares") as have been requested by
any such holder to be included in such registration. The holder of any Warrant
or any holder of such Issued Warrant Shares shall in its request describe
briefly the proposed disposition of such shares of Common Stock. The Company
will in each instance use its best efforts to cause all such Piggy-Back Shares
to be registered under the Securities Act and qualified under the securities or
blue sky laws of any jurisdiction requested by a prospective seller, all to the
extent necessary to permit the sale or other disposition thereof (in the manner
stated in such request) by a prospective seller of the securities so registered,
provi~c4, however, the Company shall not be required to use such best efforts on
more than three occasions for all Warrants or Issued Warrant Shares.
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If the managing underwriter, who shall be an Independent Investment Banking
Firm, advises the Company in writing that, in its opinion, the aggregate number
of Piggy-Back Shares to be sold in the proposed distribution and other shares of
Common Stock, if any, requested to be registered by other holders of
registration rights or proposed to be included in such registration by the
Company should be less than the number of Piggy-Back Shares and other shares of
Common Stock requested or proposed to be registered, the number of Warrant
Shares and other shares of Common Stock to be sold by each prospective seller
(excluding the Company) shall be reduced as follows: first, each prospective
seller, other than the holders of the Piggy-Back Shares, shall be reduced in
accordance with any agreement among such holders regarding such matters, second
the number of shares of Common Stock proposed to be registered by any holder of
Common Stock which is not party to any such agreement, shall be reduced pro
rata, so that each such prospective seller may sell that portion of the shares
of Common Stock be sold in the proposed distribution which the number of shares
of Common Stock proposed to be sold by such prospective seller bears to the
aggregate number of shares of Common Stock proposed to be sold by all such
prospective sellers, and third, the number of Piggy-Back Shares to be sold in
the distribution which number of Piggy-Back Shares proposed to be sold by such
holder of Warrant Shares bears to the aggregate number of Piggy-Back Shares
proposed to be sold by all holders of Piggy-Back Shares.
The holder of any Warrant and any holder of Issued Warrant Shares who has
requested shares of Common Stock to be included in a registration pursuant to
this Section 5.2, by acceptance hereof or thereof, agrees to (a) the selection
by the Company or such other security holder of the underwriter to manage such
registration and (b) execute an underwriting agreement with such underwriter
that is (i) reasonably satisfactory to such holder and (ii) in customary form.
Nothing in this Section 5.2 shall be deemed to require the Company to
proceed with any registration of its securities after giving the notice as
provided herein; provided, however, that the Company shall pay all expenses
incurred pursuant to such notice in accordance with Section 5.5.
5.3 Registration and Qualification Procedures. Whenever the Company is
required by the provisions of Section 5.2 to use its best efforts to effect the
registration of any of its securities under the Securities Act, the Company
will, as expeditiously as is possible:
(a) prepare and file with the Commission a registration statement with
respect to such securities in connection with which the Company will give the
sellers, their underwriters, if any, their respective counsel and accountants
the opportunity to participate in the preparation of such registration

statement, each prospectus included therein or filed with the Commission, and
each amendment thereof or supplement thereto, and will give each of them such
access to its books and records and such opportunities to discuss the business
of the Company with its officers and the independent public accountants who have
certified its financial statements as shall be necessary, in the opinion of such
sellers' and such underwriters' respective counsel, to conduct a reasonable
investigation within the meaning of the Securities Act;
(b) prepare and file with the Commission such amendments and
supplements to such registration statement and the prospectus used in connection
therewith as may be
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necessary to keep such registration statement effective and the prospectus
current and to comply with the provisions of the Securities Act with respect to
the sale of all securities covered by such registration statement whenever the
seller of such securities shall desire to sell the same; provided, however, the
Company shall have no obligation to file any amendment or supplement at its own
expense more than nine (9) months after the effective date of such registration
statement;
(c) furnish to each seller such numbers of copies of preliminary
prospectuses and prospectuses and each supplement or amendment thereto and such
other documents as each seller may reasonably request in order to facilitate the
sale or other disposition of the securities owned by such seller in conformity
with (i) the requirements of the Securities Act and (ii) the seller's proposed
method of distribution;
(d) register or qualify the securities covered by such registration
statement under the securities or blue sky laws of such jurisdictions within the
United States as each seller shall request, and do such other reasonable acts
and things as may be required of it to enable each seller to consummate the sale
or other disposition in such jurisdictions of the securities owned by such
seller; provided, however, that the Company shall not be required to (i) qualify
as a foreign corporation or consent to a general and unlimited service of
process in any such jurisdiction, or (ii) qualify as a dealer in securities;
(e) furnish, at the request of any seller on the date such securities
are delivered to the underwriters for sale pursuant to such registration or, if
such securities are not being sold through underwriters, on the date the
registration statement with respect to such securities becomes effective, (i) an
opinion, dated such date, of counsel representing the Company for the purposes
of such registration, addressed to the underwriters, if any, and to the seller
making such request, covering such legal matters with respect to the
registration in respect of which such opinion is being given as the seller of
such securities may reasonably request. and are customarily included in such
opinions and (ii) letters, dated, respectively, (1) the effective date of the
registration statement and (2) the date such securities are delivered to the
underwriters, if any, for sale pursuant to such registration, from a firm of
independent certified public accountants of recognized national standing
selected by the Company, addressed to the underwriters, if any, and to the
sellers making such request, covering such financial, statistical and accounting
matters with respect to the registration in respect of which such letters are
being given as the seller of such securities may reasonably request and are
customarily included in such letters;
(f) otherwise use its best efforts to comply with all applicable rules
and regulations of the Commission, and make available to its security holders as
soon as reasonably practicable, but not later than sixteen (16) months after the
effective date of the registration statement, an earnings statement covering a
period of at least twelve (12) months beginning after the effective date of the
registration statement, which earnings statement shall satisfy the provisions of
Section 11(a) of the Securities Act;
(g) enter into and perform an underwriting agreement with the managing
underwriter, if any, selected as provided in Section 5.2, containing customary
(i) terms of offer and sale of the securities, payment provisions, underwriting
discounts and commissions, and (ii)
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representations, warranties, covenants, indemnities, terms and conditions; the
sellers may, at their option, require that any or all of the representations and
warranties by, and the other agreements on the part of, the Company to and for
the benefit of such underwriters shall also be made to and for the benefit of
such sellers and that any or all of the conditions precedent to the obligations
of such underwriters under such underwriting agreement be conditions precedent
to the obligations of such sellers; such sellers shall not be required to make
any representations or warranties to or agreements with the Company or the
underwriters other than representations, warranties or agreements regarding such
sellers and such sellers' intended method of distribution and only such other
representations as may be required by law;

(h) notify each seller at any time when a prospectus relating to the
registration is required to be delivered under the Securities Act, upon
discovery that, or upon the happening of any event as a result of which, the
prospectus included in such registration statement, as then in effect, includes
an untrue statement of a material fact or omits to state any material fact
required to be stated therein or necessary to make the statements therein not
misleading in the light of the circumstances under which they were made, at the
request of any such seller promptly prepare and furnish to such seller a
reasonable number of copies of a supplement to or an amendment of such
prospectus as may be necessary so that, as thereafter delivered to the
purchasers of such securities, such prospectus shall not include an untrue
statement of a material fact or omit to state a material fact required to be
stated therein or necessary to make the statements therein not misleading in the
light of the circumstances under which they were made; and
(i) keep each seller advised in writing as to the initiation and
progress of any registration under Section 5.2.
5.4 Holdback Agreements. The Company agrees not to effect any public sale
or distribution of its equity securities or securities convertible into or
exchangeable or exercisable for any of such securities during the seven (7) days
prior to or ninety (90) days after any underwritten registration pursuant to
Section 5.2 has become effective, except as part of such underwritten
registration and except pursuant to registrations on Form S-8 or S-4 or any
successor or similar forms thereto, and to cause each Person who purchases its
equity securities or any securities convertible into or exchangeable or
exercisable for any of such securities at any time after the date of this
Agreement (other than in a public offering) to agree not to effect any such
public sale or distribution of such securities, during such period.
If any registration pursuant to Section 5.2 is in connection with an
underwritten public offering, each holder of a Warrant and each holder of Issued
Warrant Shares, if so required by the managing underwriter, agrees not to effect
any public sale or distribution of Issued Warrant Shares (other than as part of
such underwritten public offering) during the period beginning seven (7) days
prior to the effective date of such registration statement and ending on the
ninetieth (90th) day after the effective date of such registration statement;
provided, however, that each Person that is an officer, director, or beneficial
owner of five percent (5%) or more of the outstanding shares of any class of
Common Stock, Convertible Securities or Stock Purchase Rights enters into such
an agreement on similar terms.
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5.5 Allocation of Expenses. If the Company is required by the provisions of
Section 5.2 to use its best efforts to effect the registration or qualification
under the Securities Act or any state securities or blue sky laws of any of the
Warrant Shares, the Company shall pay all expenses in connection therewith,
including, without limitation, (a) all expenses incident to filing with the
National Association of Securities Dealers, Inc., (b) registration fees, (c)
printing expenses, (d) accounting and legal fees and expenses, (e) expenses of
any special audits incident to or required by any such registration or
qualification, (f) premiums for insurance in such amount, if any, deemed
appropriate by the managing underwriter and (g) expenses of complying with the
securities or blue sky laws of any jurisdictions in connection with such
registration or qualification; provided, however. the Company shall not be
liable for (1) any discounts or commissions to any underwriter attributable to
Warrant Shares being sold; (2) any stock transfer taxes incurred in respect of
the Warrant Shares being sold; (3) the reasonable legal fees of any holder of a
Warrant or Warrant Shares being sold provided, however, if registration is
pursuant to Section 5.2 and the registration is withdrawn, the Company shall pay
the legal fees of the holders of the Warrant and Warrant Shares; or (4) the
amounts described in Subsection 5.5(f) above applicable to Warrant Shares being
registered if the registration is being made other than at the request of the
holder of a Warrant or a holder of Issued Warrant Shares.
5.6 Indemnification. In connection with any registration or qualification
of securities under Section 5.2 the Company agrees to indemnify the holder of
any Warrant and the holders of shares of Common Stock issuable upon the exercise
thereof and each underwriter thereof, including each Person, if any, who
controls the holder of a Warrant or such stockholder or underwriter within the
meaning of Section 15 of the Securities Act, against all losses, claims,
damages, liabilities and expenses (including reasonable costs of investigation)
caused by any untrue, or alleged untrue, statement of a material fact contained
in any registration statement, preliminary prospectus, prospectus or
notification or offering circular (as amended or supplemented if the Company
shall have furnished any amendments or supplements thereto) or caused by any
omission, or alleged omission, to state therein a material fact required to be
stated therein or necessary to make the statements therein not misleading,
except insofar as such losses, claims, damages, liabilities or expenses are
caused by any untrue statement or alleged untrue statement or omission or
alleged omission based upon information furnished in writing to the Company by
the holder of a Warrant or any such stockholder or underwriter expressly for use

therein. The Company and each officer, director and controlling Person of the
Company shall be indemnified by the holder of a Warrant and by the holders of
any Issued Warrant Shares for all such losses, claims, damages, liabilities and
expenses (including the costs of reasonable investigation) caused by any such
untrue, or alleged untrue, statement or any such omission or alleged omission,
based upon information furnished in writing to the Company by such holder or any
such stockholder expressly for use therein.
Promptly upon receipt by a party indemnified under this Section 5.6 of
notice of the commencement of any action against such indemnified party in
respect of which indemnity or reimbursement may be sought against any
indemnifying party under this Section 5.6, such indemnified party shall notify
the indemnifying party in writing of the commencement of such action, but the
failure so to notify the indemnifying party shall not relieve it of any
liability which it may have to any indemnified party otherwise than under this
Section 5.6 unless such failure shall materially adversely affect the defense of
such action. In case notice of commencement of any such action shall be given to
the indemnifying party as above provided,
26
the indemnifying party shall be entitled to participate in and, to the extent it
may wish, jointly with any other indemnifying party similarly notified, to
assume the defense of such action at its own expense, with counsel chosen by it
and satisfactory to such indemnified party. The indemnified party shall have the
right to employ separate counsel in any such action and participate in the
defense thereof, but the fees and expenses of such counsel (other than
reasonable costs of investigation) shall be paid by the indemnified party unless
(a) the indemnifying party agrees to pay the same, (b) the indemnifying party
fails to assume the defense of such action with counsel reasonably satisfactory
to the indemnified party or (c) the named parties to any such action (including
any impleaded parties) have been advised by such counsel that representation of
such indemnified party and the indemnifying party by the same counsel would be
inappropriate under applicable standards of professional conduct (in which case
the indemnifying party shall not have the right to assume the defense of such
action on behalf of such indemnified party). No indemnifying party shall be
liable for any settlement entered into without its consent.
If the indemnification provided for in this Section is unavailable or
insufficient to hold harmless an indemnified party in respect of any losses,
claims, damages, liabilities or expenses in respect thereof referred to therein,
then each indemnifying party shall in lieu of indemnifying such indemnified
party contribute to the amount paid or payable by such indemnified party as a
result of such losses, claims, damages, liabilities or expenses in such
proportion as is appropriate to reflect the relative fault of the indemnifying
party, on the one hand, and the indemnified party, on the other, in connection
with the statements or omissions which resulted in such losses, claims, damages,
liabilities or expenses as well as any other relevant equitable considerations,
including the failure to give the notice required hereunder. The relative fault
shall be determined by reference to, among other things, whether the untrue or
alleged untrue statement of a material fact relates to information supplied by
the indemnifying party, on the one hand, or the indemnified party, on the other
hand, and the parties' relative intent, knowledge, access to information and
opportunity to correct o. prevent such statement or omission. The Company and
the holder of any Warrant agree that it. would not be just and equitable if
contribution pursuant to this Section were determined by pro rata allocation
(even if all of the sellers of such Common Stock were treated as one entity for
such purpose) or by any other method of allocation which did not take account of
the equitable considerations referred to above. The amount paid or payable by an
indemnified party as a result of the losses, claims, damages, liabilities or
expenses in respect thereof referred to above shall be deemed to include any
legal or other expenses reasonably incurred by such indemnified party in
connection with investigating or defending any such action or claim.
Notwithstanding the contribution provisions of this Section, in no event shall
the amount contributed by any seller of Common Stock (other than the Company)
exceed the aggregate gross offering proceeds received by such seller from the
sale of Common Stock to which such contribution claim relates. No person guilty
of fraudulent misrepresentations (within the meaning of Section 11(f) of the
Securities Act) shall be entitled to contribution from any person who is not
guilty of such fraudulent misrepresentation.
Each holder of a Warrant and each holder of shares of Issued Warrant Shares
bearing the legend required by Section 5.7, by acceptance thereof, as the case
may be, agrees to the indemnification and contribution provisions of this
Section 5.6.
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5.7 Legend on Warrants and Certificates. Each Warrant shall bear a legend
in substantially the following form:
"This Warrant and any shares of Class B Nonvoting Common Stock issuable
upon the exercise of this Warrant have not been registered under the

Securities Act of 1933, as amended, and neither this Warrant nor any such
shares may be transferred in the absence of such registration or an
exemption therefrom under such Act."
In case any shares are issued upon the exercise in whole or in part of a
Warrant or are thereafter transferred, in either case under such circumstances
that no registration under the Securities Act is required, each certificate
representing such shares shall bear on the face thereof the following legend:
"The shares represented by this certificate have not been registered under
the Securities Act of 1933, as amended, and any transfer thereof is subject
to the conditions specified in the Warrant Agreement dated as of November
10, 1994 between AV Alarm, Inc. (the "Company") and Heller Financial, Inc.
providing for the purchase of warrants exercisable for shares of Class B
Nonvoting Common Stock, $0.01 par value, of the Company. In addition, the
shares represented by this certificate are also subject to the conditions
specified in the Take-Along/Drag-Along Rights Agreement dated as of
November 10, 1994 among Austin Ventures III-A, LP., a Delaware limited
partnership, and Austin Ventures III-B, LP., a Delaware limited
partnership, and the holders defined therein. Copies of such agreements are
on file with the Secretary of the Company at 12801 Stemmons Freeway, Suite
821, Farmers Branch, Texas 75234, and will be furnished without charge by
the Company to the holder of this certificate upon written request to the
Secretary of the Company at such address."
5.8 Termination of Restrictions. The restrictions imposed under this
AR11CLE V upon the transferability of the Warrants, or of Warrant Shares, shall
cease when (a) a registration statement covering such Issuable Warrant Shares or
Issued Warrant Shares becomes effective under the Securities Act or (b) the
Company receives an Opinion of Counsel that such restrictions are no longer
required in order to ensure compliance with the Securities Act. When such
restrictions terminate, the Company shall, or shall instruct its transfer agent
and registrar to, issue new certificates in the names of the holders of the
Warrant not bearing the legends required under Section 5.7.
5.9 Supplying Information. The Company, the holders of the Warrants and
each holder of Issued Warrant Shares shall cooperate with each other in
supplying such information as may be necessary for any of such parties to
complete and file any information reporting forms presently or hereafter
required by the Commission or any commissioner or other authority administering
the blue sky or securities laws of any jurisdiction where shares of Common Stock
are proposed to be sold pursuant to Section 5.2.
5.10 Alternative Purchase by the Company. Notwithstanding anything to the
contrary contained above, the Company, in its sole discretion, shall have the
right, in lieu of filing a registration statement to register Common Stock under
Section 5.2, to instead purchase the
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Common Stock or, if any Warrants have not yet been exercised, such Warrants
owned by the parties requesting registration, on the following basis:
(i) If the Company wishes to exercise this right, it shall so
advise the parties requesting registration within 10 business days after the
request date;
(ii) The purchase price for the Issued Warrant Shares shall be as
determined by Section 7.3 of this Agreement;
(iii) The purchase price for any Warrants which have not been
exercised shall be as determined by Section 7.3 of this Agreement less the
applicable Exercise Price per share; and
(iv) The closing of such sale and purchase shall take place at
the principal office of the Company on the ninetieth business day after the
purchase price is determined as provided in clause (ii) or (iii) above.
ARTICLE VI
PARTICIPATION IN CORPORATE DISTRIBUTIONS AND
TAKE-ALONG/DRAG-ALONG
6.1 Company's Obligation to Make Payments.
(a) The Company shall not declare, make or pay any dividend or other
distribution, whether in cash, securities other than Common Stock, Convertible
Securities or Stock Purchase Rights or other property, with respect to its
Common Stock (a "Distribution") unless it (i) provides not less than ten (10)
days prior written notice to Heller and all holders of any Warrants of its
intention to declare, make or pay a dividend or other distribution with respect
to its Common Stock and (ii) such dividend is payable to shareholders of record
on a date no earlier than ten (10) days after the end of such notice period. In
the event the Company pays any dividend without providing the required notice
set forth in the immediately preceding clause (i) each holder of any warrant

upon the exercise of the Warrant, shall receive a cash payment equal to (1) the
amount of cash plus the Fair Value of any property or securities distributed
with respect to each outstanding share of Common Stock multiplied by (2) the
number of Issuable Warrant Shares, plus interest at the Applicable Rate in the
aggregate amount described in the immediately preceding clause (i) from the date
of payment of such dividend to the date of payment of such sum to the holder of
the Issued Warrant Shares.
(b) Except for repurchases of Warrant Shares upon the exercise of the
Put Options or Call Options herein contained, the Company shall not repurchase
or redeem any of its equity securities or any securities convertible into or
exchangeable for such equity securities or any warrants or other rights to
purchase such equity securities unless it concurrently makes a cash payment to
each holder of a Warrant equal to the remainder of (1)(i) the aggregate amount
of cash and the aggregate Fair Value of any property paid out by the Company in
connection with any such repurchase or redemption, minus aggregate Fair Value of
the securities repurchased or redeemed by the Company determined as if such cash
or property were paid to an Affiliate, divided by (ii) the number of shares of
Common Stock outstanding on a fully diluted basis (including shares of capital
stock issued after the Closing Date and Issuable Warrant
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Shares), multiplied by (2) the
a holder of Warrants shall not
paragraph 6.1(b) if any Issued
redeemed or repurchased by the

number of Issuable Warrant Shares, provided, that
be entitled to receive any payments under this
Warrant Shares of such holder of Warrants are
Company in such redemption or repurchase.

6.2 Take-Along/Drag-Along Rights. Each holder of Warrants and each holder
of any Issued Warrant Shares shall have the right to be taken along in the sale
of any Class A Stock or any Preferred Stock by Austin Ventures 111-A or Austin
Ventures Ill-B, in accordance with the Take-Along/Drag-Along Rights Agreement, a
form of which is attached as Exhibit D hereto.
ARTICLE VII
PUT OPTIONS
7.1 Company's Obligation to Repurchase Warrants. Upon written notice from
the holder of a Warrant, from time to time, and at any time during the
Repurchase Period, the Company shall, within sixty (60) days after the date
designated in such notice, repurchase from such holder all or the portion of the
Warrants designated in such notice for an amount determined by multiplying (a)
the Repurchase Price per share of Common Stock as of the date of such notice,
less the Exercise Price per share in effect on such date, by (b) the number of
Issuable Warrant Shares as of such date that are designated for repurchase in
such notice. Upon such date designated for the repurchase of Warrants pursuant
to this Section 7.1, the holder of each such Warrant shall surrender the Warrant
to the Company, without being required to make any representation or warranty
(other than that the holder has good and valid title to the Warrant free and
clear of liens, claims, encumbrances and restrictions of any kind), against
payment therefor by (at the option of the holder) (i) wire transfer to an
account in a bank located in the United States designated by such holder of the
Warrant for such purposes or (ii) delivery of a certified or official bank
check. If less than all of the Warrants are being repurchased, the Company shall
cancel the Warrants and issue in the name of, and deliver to, the holders new
Warrants for the portion of the Issuable Warrant Shares not being repurchased.
Notwithstanding anything to the contrary contained herein, the Company (i) shall
not have any obligation to repurchase all or any portion of the Issued Warrant
Shares; (ii) subject to the provisions of Section 5.2 shall not have any
obligation to repurchase all or any portion of the Warrants during any Suspense
Period commenced before the receipt by the Company of the written notice
described in the first sentence of this Section 7.1; provided, however, there
shall not be two consecutive Suspense Periods nor shall there be more than two
Suspense Periods in any period of eighteen (18) consecutive calendar months; and
(iii) shall not have any obligation to repurchase any portion of the Warrants or
Issuable Warrant Shares if the Company is, in the good faith and reasonable sole
discretion of the Company's board of directors, legally prohibited from
repurchasing such Warrants or Issuable Warrant Shares; and in the event of such
legal prohibition, the holder's right to have such Warrants or Issuable Warrant
Shares repurchased shall be extended until such time as the Company can legally
repurchase them, whereupon the Company shall be obligated to promptly repurchase
such remaining Warrants or Issuable Warrant Shares.
7.2 Determination of the Repurchase Price. The Repurchase Price per share
of the Issuable Warrant Shares as of a date specified herein (the "Repurchase
Price") shall be equal to the greater of:
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(a) the Current Market Price per share of any publicly traded class of
Common Stock as of the date of such determination, if determinable; and
(b) the Fair Value of the Company, as of the date of such

determination; divided by the number of shares of Common Stock outstanding on a
fully diluted basis (including the Issuable Warrant Shares, after giving effect
to the payment of the Exercise Price therefor and shares of capital stock issued
after the Closing Date), as of such dated.
ARTICLE VIII
CALL OPTIONS
8.1 Company's Option to Repurchase Warrants. By giving written notice of
its intention to repurchase all or any portion of the Warrants (a "Call Notice")
to the holders thereof (which Call Notice must be accompanied by similar Call
Notices to the holders of all other Warrants and Issued Warrant Shares), the
Company shall have the right during the Call Period to repurchase all or any
portion of the Warrants from the holders thereof for an amount determined by
multiplying (a) the Call Price per share of Common Stock less the Exercise Price
per share of Class B Stock in effect on the date of such Call Notice by (b) the
number of Issuable Warrant Shares. The Call Notice (which shall be irrevocable)
shall (i) designate the date of repurchase, which date shall be not more than
thirty (30) days from the date of such notice, (ii) state the Call Price per
share of Common Stock and the Exercise Price per share of Class B Stock, (iii)
state the number of shares of Class B Stock issuable upon exercise of the
Warrants and the number of such shares to be repurchased and (iv) indicate the
method by which the Call Price per share of Common Stock was calculated. On the
date so designated, the holders of the Warrants shall surrender the Warrants to
the Company without any representation or warranty (other than that the holder
has good and valid title thereto free and clear of liens, claims, encumbrances
and restrictions of any kind), against payment therefor by (at the option of the
holder of the Warrant) (1) wire transfer to an account in a bank located in the
United States designated by the holder of the Warrant for such purpose or (2) a
certified or official bank check payable to the order of the holder of such
Warrants. if less than all of the Warrants are being repurchased, the Company
shall cancel the Warrants and issue in the name of, and deliver to, the holder
of such Warrant a new Warrant for that portion of Issuable Warrant Shares not
being repurchased. Any exercise of the Company's rights under this Section 8.1
shall be effected pro rata among all holders of the Warrants. Notwithstanding
anything to the contrary contained herein, the Company (i) shall not have any
right to repurchase all or any portion of the Issued Warrant Shares, and (ii)
shall not have any right to repurchase all or any portion of the Warrants during
a Suspense Period.
8.2 Determination of Call Price. For the purposes of this ARTICLE VIII, the
Call Price per share of Common Stock as of a date specified herein (the "Call
Price") shall be equal to the Repurchase Price as of such date.
8.3 Adjustment for Subsequent Value Events. If a Value Event shall occur
within one hundred eighty (180) days after the date of the exercise of the
Company's Call Option pursuant to Section 8.1 above evidencing a Fair Value per
share of Common Stock greater than the Call Price per share of Common Stock in
effect on the date of the Call Notice, then the Company shall pay to each holder
of the Warrants or the Issued Warrant Shares at the time of each Notice an
amount equal to (x) (i) the Fair Value per share of Common Stock evidenced by
such Value
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Event multiplied by (ii) the number of shares of Class B Stock issuable upon the
exercise of the Warrants or portion thereof repurchased pursuant to this Section
8.1 minus (y) the aggregate Call Price in effect at the time of such repurchase
paid or payable to such holder.
ARTICLE IX
CHARTER PROVISIONS
9.1 Charter Provisions. So long as any Warrants or Issued Class B Warrant
Shares are outstanding, the Company's articles or certificate of incorporation
shall contain the following provisions regarding the Class A Stock and Class B
Stock set forth in the Company's Articles of Amendment attached as Exhibit 9.1:
ARTICLE X
FINANCIAL AND BUSINESS INFORMATION
10.1 Information. The Company shall deliver to the holders of Warrants to
acquire not less than two percent (2%) of the fully diluted capital stock of the
Company on the Closing Date:
(a) as soon as practicable after the end of each of the first three
quarterly fiscal periods in each fiscal year of the Company, and in any event
within forty-five (45) days thereafter, a copy of:
(i) a consolidated balance sheet of the Company and its
Subsidiaries as at the end of such quarter; and
(ii) consolidated statements of income, retained earnings and
changes in financial position of the Company and its Subsidiaries for such

quarter and (in the case of the second and third quarters) for the portion of
the fiscal year ending with such quarter;
setting forth in each case in comparative form the figures for the corresponding
dates and periods in the previous fiscal year. Such statements shall be (1)
prepared in accordance with generally accepted accounting principles
consistently applied, (2) in reasonable detail and (3) certified as complete and
correct by the chief financial or accounting officer of the Company;
(b) as soon as practicable after the end of each fiscal year of the
Company (commencing with the end of the 1995 fiscal year) and in any event
within one hundred (100) days thereafter, a copy of:
(i) a consolidated balance sheet of the Company and its
Subsidiaries as at the end of such year; and
(ii) consolidated statements of income, retained earnings and
changes in financial position of the Company and its Subsidiaries for such year;
setting forth in each case in comparative form the figures for the previous
fiscal year, all in reasonable detail and accompanied by a report thereon by a
firm of independent certified public accountants of recognized national standing
selected by the Company, which report shall state that (1) such financial
statements fairly present the financial position of the entities being
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reported upon at the end of such year and the results of their operations and
changes in accounting principles consistently applied (except for changes in
accounting principles with which such accountants concur), and (2) its
examination of such financial statements has been made in accordance with
generally accepted auditing standards and included such tests of the accounting
records and other auditing procedures as they considered necessary in the
circumstances;
(c) copies of all monthly and annual financial statements and reports
of or relating to the Company required to be delivered to Heller pursuant to the
Credit Agreement;
(d) promptly upon their becoming available, one copy of each report,
notice or proxy statement sent by the Company to its stockholders generally and
of each regular or periodic report or registration statement, prospectus or
written communication (other than transmittal letters) filed by the Company with
the Commission or any securities exchange on which shares of Common Stock are
listed;
(e) promptly upon the occurrence thereof or upon the Company's
obtaining knowledge thereof, notice of the existence of an Event of Default,
describing such Event of Default in reasonable detail; and
(f) with reasonable promptness, such other information as from time to
time may be reasonably requested by the holders of the Warrants.
10.2 Payments During Pendency of Dispute. Any amount due and payable to the
holders of the Warrants under this Agreement shall, notwithstanding a dispute
under Section 10.1, be payable when due in the amount calculated based on the
financial statements delivered under Section 10.1. Interest shall be payable at
the Applicable Rate on any further amount payable pursuant to an adjustment made
under Section 10.1. Whenever any dispute shall exist under any provision of this
Agreement, the Exercise Period shall be automatically extended for a period of
time equal to the period of time which it takes to resolve such dispute, and if
any other rights benefiting the holder of a Warrant would expire during the
period of time which it takes to resolve such dispute, then the relevant time
period for the exercise of such rights shall be similarly extended so that such
holder is not prejudiced by any delay in resolving the dispute.
10.3 Adjustments for Restatements of Certain Financial Data. The Company
hereby acknowledges that the initial number of shares issuable upon exercise of
the Warrants and the initial exercise price were calculated based upon the
representation of the Company that the number of shares of Common Stock
outstanding on a fully diluted basis as of the Closing Date (including the
Issuable Warrant Shares) was 136,095 shares. if for any reason it shall
hereafter be determined by any holder of the Warrants that the actual number of
shares of Common Stock outstanding on a fully diluted basis as of the Closing
Date was different from the foregoing, such holder or the Company, as the case
may be, may notify the Company of such determination and if the Company does not
dispute the same, the Company shall forthwith reissue the Warrants with
appropriate adjustments in the initial number of shares issuable upon the
exercise thereof and the applicable Exercise Price. if the Company or the
holders of the Warrants shall dispute such determination, the Company and such
holder shall each have the right to submit the disputed financial statements to
separate firms of independent accountants of recognized national
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standing for a joint resolution of the objection of the holder (which firm of
independent accountants may, in either case, be the firm of accountants
regularly retained by the Company or such holder). If such firms cannot jointly
resolve the objection of the holder, then, unless otherwise directed by
agreement of the Company and such holder, such firms shall in their sole
discretion choose another firm of independent certified public accountants of
recognized national standing not the regular auditor of such holder or the
Company, which firm shall resolve such objection. In either case, the
determination so made shall be conclusive and binding on the Company, the holder
and all persons claiming under or through either of them, and any adjustment in
the disputed financial statements resulting from such determination shall be
made. The cost of any such determinations shall be borne by the Company if' it
results in an increase in the number of shares exercisable upon the exercise of
the Warrant or by the holder if it results in no change or a decrease in the
number of shares exercisable upon the exercise of the Warrant.
10.4 Rule 144 Information Requirements. So long as the Company is subject
to the reporting requirements of the Securities Exchange Act of 1934, the
Company will take all necessary actions to comply with the public information
requirements of Rule 144 under the Securities Act.
ARTICLE XI
REPRESENTATIONS AND WARRANTIES OF THE COMPANY
The Company hereby represents and warrants to Heller and each subsequent
holder of a Warrant or Issued Warrant Shares that as of the Closing Date or as
of the date of any subsequent issuance of Warrants:
11.1 Organization and Capitalization of the Company. The Company is a
corporation duly organized, validly existing and in good standing under the laws
of the State of Texas. The authorized capital of the Company consists of
7,700,000 shares of Common Stock, par value $0.01 per share, comprised of
7,000,000 shares of Class A Stock and 700,000 shares of Class B Stock, and
4,000,000 shares of Preferred Stock, par value $0.01 per share. As of the date
hereof there are 399,835 shares of Class A Stock, no shares of Class B Stock and
2,602,021 shares of Preferred Stock, issued and outstanding on a fully-diluted
basis, and no shares of the Company's capital stock are held in its treasury.
Except as set forth on Schedule 11.1 hereto, no unissued shares of Class A Stock
or Class B Stock are reserved for any purpose other than for issuance upon the
exercise of the Warrants. The Company has not issued or agreed to issue any
Stock Purchase Rights or Convertible Securities except as set forth on Schedule
4.1(B) of the Credit Agreement, and there are no preemptive rights in effect
with respect to the issuance of any shares of Common Stock except as set forth
on Schedule 4.1(B1 of the Credit Agreement. All the outstanding shares of the
Company's capital stock have been validly issued without violation of any
preemptive or similar rights and are fully paid and nonassessable.
11.2 Authority. The Company has full corporate power and authority to
execute and deliver this Agreement and to perform all of its obligations
hereunder, and the execution, delivery and performance hereof have been duly
authorized by all necessary corporate action on its part. This Agreement has
been duly executed on behalf of the Company and constitutes the legal, valid and
binding obligation of the Company enforceable in accordance with its terms.
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11.3 No Legal Bar. Neither the execution, delivery or performance of this
Agreement will (a) conflict with or result in a violation of the certificate of
incorporation or bylaws of the Company, (b) conflict with or result in a
violation of any law, statute, regulation, order or decree applicable to the
Company or any Affiliate thereof (except that the Company's ability to honor its
obligations with respect to the Put Options is subject to the availability of
sufficient capital), (c) require any consent or authorization or filing with, or
other act by or in respect of, any governmental authority other than the filing
of a certificate of amendment to the Company's certificate of incorporation with
the Secretary of State of the State of Texas, or (d) result in a breach of,
constitute a default under or constitute an event creating rights of
acceleration, termination or cancellation under any mortgage, lease, contract,
franchise, instrument or other agreement to which the Company is a party or by
which it is bound.
11.4 Validity of Shares. When issued upon the exercise of the Warrants as
contemplated herein, shares of Common Stock will have been validly issued and
will be fully paid and nonassessable.
ARTICLE XII
VARIOUS COVENANTS OF THE COMPANY
12.1 No Impairment or Amendment. The Company shall not by any action
including, without limitation, amending its certificate or articles of
incorporation, any reorganization, transfer of assets, consolidation, merger,
dissolution, issue or sale of securities or any other voluntary action, avoid or

seek to avoid the observance or performance of any of the terms of this
Agreement or the Warrants, but will at all times in good faith assist in the
carrying out of all such terms and in the taking of all such action as may be
necessary or appropriate to protect the rights of the holder of any Warrants or
Issued Warrant Shares against impairment. Without limiting the generality of the
foregoing, the Company will (a) not increase the par value of any shares of
Common Stock issuable upon the exercise of the Warrants above the amount payable
therefor upon such exercise, (b) take all such action as may be necessary or
appropriate in order that the Company may validly issue fully paid and
nonassessable shares of Common Stock upon the exercise of the Warrants, (c)
obtain all such authorizations, exemptions or consents from any public
regulatory body having jurisdiction thereof as may be necessary to enable the
Company to perform its obligations under this Agreement, (d) not undertake any
reverse stock split, combination, reorganization or other reclassification of
its capital stock which would have the effect of making the Warrants exercisable
for less than that percentage of the outstanding shares of Common Stock to which
it related immediately prior to such corporate action, (e) not, without the
written consent of the holders of a majority of the Warrants and the Issued
Warrant Shares, amend, modify or waive any term or provision of the articles of
incorporation or bylaws of the Company if the effect of any such amendment,
modification or waiver is to directly or indirectly alter, amend or modify the
voting rights per share of any capital stock of the Company or the percentage of
shares required to approve any matter, and (t) not, without the written consent
of the holders of a majority of the Warrants and the Issued Warrant Shares, as
the case may be, amend the Stock Option Plan if the effect of any such amendment
is to increase the maximum number of shares of capital stock of the Company to
be issued pursuant to such Stock Option Plan in excess of, in the aggregate, 5%
of the fully diluted capital stock of the Company on the Closing Date as
provided in subsection 4.13(a).
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Upon the request of any holder of the Warrants the Company will at any time
during the period the Warrants are outstanding acknowledge in writing, in form
satisfactory to such holder, the continued validity of the Warrants and the
Company's obligations hereunder.
12.2 Reservation of Common Stock. The Company will at all times reserve and
keep available, solely for issuance, sale and delivery upon the exercise of the
Warrants or the conversion of Class B Stock, a number of shares of Class B Stock
equal to the number of shares of Class B Stock issuable upon the exercise of the
Warrants and a number of shares of Class A Stock equal to the number of shares
of Class A Stock issuable upon conversion of such Class B Stock. All such shares
of Class B Stock shall be duly authorized and, when issued upon exercise of the
Warrants, shall be validly issued and fully paid and non-assessable with no
liability on the part of the holders thereof. All such shares of Class A Stock
shall be duly authorized and, when issued upon conversion of such Class B Stock,
shall be validly issued and fully paid and non-assessable with no liability on
the part of the holders thereof The Company shall not at any time while the
Warrants remain outstanding allow the par value of its Common Stock to exceed
the then effective Exercise Price.
12.3 Listing on Securities Exchange. If the Company shall list any shares
of Common Stock on any securities exchange it will, at its expense, list
thereon, maintain and increase when necessary such listing of, all Issued
Warrant Shares and, to the extent permissible under the applicable securities
exchange rules, all Issuable Warrant Shares, so long as any shares of Common
Stock shall be so listed. The Company will also so list on each securities
exchange, and will maintain such listing of, any other securities which the
holders of the Warrants shall be entitled to receive upon the exercise thereof
if at the time any securities of the same class shall be listed on such
securities exchange by the Company.
12.4 Availability of Information. The Company will cooperate with the
holders of Warrants and of Issued Warrant Shares in supplying such information
as may be necessary for such holder to complete and file any information
reporting forms presently or hereafter required by the Commission as a condition
to the availability of an exemption from the Securities Act for the sale of the
Warrants or such Issued Warrant Shares.
12.5 Interested Transactions. Without the prior written consent of Heller,
the Company shall not:
(a) unless permitted in the Credit Agreement, merge, consolidate with,
or otherwise acquire all or any portion of the business, assets or securities of
any Affiliate of the Company;
(b) unless permitted in the Credit Agreement, make any loans or other
advances of money to officers, directors or stockholders or the Company or any
Affiliate of the Company; or
(c) unless permitted in the Credit Agreement, otherwise enter into, or
be a party to, any transaction with any officer, director, stockholder of the
Company or any Affiliate of the Company or of such officer, director or

stockholder;
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except in each case pursuant to the reasonable requirements of the Company's
business and upon fair and reasonable terms which are no less favorable to the
Company than would obtain in a comparable arm's length transaction with a Person
not an officer, director, stockholder or Affiliate of the Company.
12.6 Indemnification. If the Company fails to make when due any payments
provided for in this Agreement, the Company shall pay to the holders of the
Warrants and the Issued Warrant Shares (a) interest at the Applicable Rate on
any amounts due and owing to such holders and (b) such further amounts as shall
be sufficient to cover any costs and expenses including, but not limited to,
reasonable attorneys' fees and expenses incurred by such holder in collecting
any amounts due hereunder; provided, however, that it shall not constitute an
Event of Default if the Company's failure to pay any such amounts is solely the
result of the Company not having funds legally available to pay such amounts
pursuant to applicable law.
The Company shall indemnify, save and hold harmless the holders of the
Warrants and the Issued Warrant Shares from and against any and all liability,
loss, cost, damage, reasonable attorneys' and accountants' fees and expenses,
court costs and all other out-of-pocket expenses incurred in connection with or
arising from an Event of Default.
12.7 Certain Expenses. Except as specifically provided to the contrary in
Sections 5.5 and 10.2, the Company shall pay all expenses in connection with,
and all taxes (other than stock transfer taxes) and other governmental charges
that may be imposed in respect of, the issue, sale and delivery of (a) the
Warrants, (b) the Issuable Warrant Shares, or (c) the Issued Warrant Shares.
12.8 Regulatory Compliance Cooperation. Notwithstanding any other provision
of this Agreement, in the event the Company redeems, purchases or otherwise
acquires, directly or indirectly, or converts or takes any action with respect
to the voting rights of, any shares of any class of its capital stock or any
securities convertible into or exchangeable for any shares of any class of its
capital stock, so as to increase the proportion of the Company's Voting Stock
which the Warrants entitle the holders to purchase or which the holders of
Issued Warrant Shares then owns which, after giving effect to such action, the
holder would have a "Regulatory Problem" (as defined below) or (ii) the Company
is or becomes a party to any merger, consolidation, recapitalization or other
transaction pursuant to which the holder of a Warrant or a holder of Issued
Warrant Shares would be required to take any voting securities, or any
securities convertible into voting securities, which might reasonably be
expected to cause such holder to have a Regulatory Problem, the Company shall,
within thirty (30) days of the request of any holder of a Warrant or Issued
Warrant Shares which has a Regulatory Problem and in the Company's discretion,
either issue to such holder a substitute security of a Fair Value equal to the
Fair Value of the Warrant or the Issued Warrant Shares, as the case may be, of a
type determined in the sole and reasonable discretion of the board of directors
of the Company, or (ii) pay to such holder cash equal to the Fair Value of the
Warrant or the Issued Warrant Shares, as the case may be. In addition to any
other applicable provisions regarding the determination of Fair Value set forth
herein, no discount shall be imposed by reason of the Regulatory Problem and
Fair Value shall be determined assuming consummation of the event which caused
the Regulatory Problem. For purposes of this paragraph, a Person will be deemed
to have a "Regulatory Problem" when such Person or such Person's affiliates
would own, control or have
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power, directly or indirectly, over a greater quantity of securities of any kind
issued by the Company than is permitted under any requirement of any
governmental authority binding on such Person.
ARTICLE XIII
MISCELLANEOUS
13.1 Nonwaiver. No course of dealing or any delay or failure to exercise
any right, power or remedy hereunder on the part of any holder of a Warrant
shall operate as a waiver of or otherwise prejudice such holder's rights, powers
or remedies.
13.2 Holder Not a Stockholder. Prior to the exercise of the Warrants as
hereinbefore provided, the holders thereof shall not be entitled to any of the
rights of a stockholder of the Company including, without limitation, the right
as a stockholder to (a) vote on or consent to any proposed action of the Company
or (b) receive (i) dividends or any other distributions made to stockholders
(except as provided in ARTICLE VI hereof), (ii) notice of or attend any meetings
of stockholders of the Company (except as provided in ARTICLE IV) or (iii)
notice of any other proceedings of the Company (except as provided in ARTICLE
IV).

13.3 Notices. Any notice, demand or delivery to be made pursuant to the
provisions of this Agreement shall be sufficiently given or made if sent by
first class mail, postage prepaid, addressed to (a) the holders of the Warrants
or Issued Warrant Shares at its last known address appearing on the books of the
Company maintained for such purpose or (b) the Company at its principal office
at 12801 Stemmons Freeway, Suite 821, Farmers Branch, Texas 75234, Attention:
President. The holders of the Warrants, the holders of the Issued Warrant Shares
and the Company may each designate a different address by notice to the other
pursuant to this Section 13.3.
13.4 Remedies. Except as set forth in Section 5.11, the Company and the
holders of the Warrants and the Issued Warrant Shares stipulates that the
remedies at law of the Company and the holders of the Warrants and the holders
of Issued Warrant Shares in the event of any default or threatened default by
the Company in the performance of or compliance with any of the terms of this
Agreement are not and will not be adequate and that, to the fullest extent
permitted by law, such terms may be specifically enforced by a decree for the
specific performance of any agreement contained herein or by an injunction
against a violation of any of the terms hereof or otherwise.
13.5 Successors and Assigns. This Agreement and the rights evidenced hereby
shall inure to the benefit of and be binding upon the successors and assigns of
the Company, the holders of the Warrants and (to the extent provided herein) the
holders of Issued Warrant Shares, and shall be enforceable by any such holders.
13.6 Modification and Severability. If, in any action before any court or
agency legally empowered to enforce any provision contained herein, any
provision hereof is found to be unenforceable, then such provision shall be
deemed modified to the extent necessary to make it enforceable by such court or
agency. if any such provision is not enforceable as set forth in the preceding
sentence, the unenforceability of such provision shall not affect the other
provisions of
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this Agreement, but this Agreement shall be construed as if such unenforceable
provision had never been contained herein.
13.7 Integration. This Agreement replaces all prior agreements, supersedes
all prior negotiations and constitutes the entire agreement of the parties with
respect to the transactions contemplated herein.
13.8 Amendment. This Agreement may not be modified or amended except by
written agreement of the Company and the holders of the Warrants.
13.9 Headings. The headings of the Articles and Sections of this Agreement
are for the convenience of reference only and shall not, for any purpose, be
deemed a part of this Agreement.
13.10 Governing Law. This Agreement shall be governed by the internal laws
(as opposed to conflicts of laws provisions) of the State of Illinois.
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IN WITNESS WHEREOF, the parties hereto have executed and delivered this
Agreement as of the date first above written.
AV ALARM, INC.
By: /s/ James R. Hull
---------------------------Name: James R. Hull
Title: President
HELLER FINANCIAL, INC.
By: /s/ Timothy P. Costello
---------------------------Name: Timothy P. Costello
Title: Senior Vice President
WARRANT AGREEMENT - SIGNATURE PAGE
EXHIBIT A
THIS WARRANT AND ANY SHARES OF CLASS B NONVOTING COMMON STOCK ISSUABLE UPON THE
EXERCISE OF THIS WARRANT HAVE NOT BEEN REGISTERED UNDER THE SECURITIES ACF OF
1933, AS AMENDED, AND NEITHER THIS WARRANT NOR ANY SUCH SHARES MAY BE

TRANSFERRED IN THE ABSENCE OF SUCH REGISTRATION OR AN EXEMPTION THEREFROM UNDER
SUCH ACT.
THIS WARRANT AND THE SECURITIES ISSUABLE UPON THE EXERCISE HEREOF ARE SUBJECT TO
THE TERMS AND PROVISIONS OF A WARRANT AGREEMENT DATED AS OF NOVEMBER 10, 1994,
BETWEEN AV ALARM, INC. (THE "COMPANY"), AND KELLER FINANCIAL, INC. (AS THE SAME
MAY BE SUPPLEMENTED, MODIFIED, AMENDED, EXTENDED, OR RESTATED FROM TIME TO TIME
(THE "WARRANT AGREEMENT)). IN ADDITION, THE SHARES REPRESENTED BY THIS
CERTIFICATE ARE ALSO SUBJECT TO THE CONDITIONS SPECIFIED IN THE
TAKE-ALONG/DRAG-ALONG RIGHTS AGREEMENT DATED AS OF NOVEMBER 10, 1994 AMONG
AUSTIN VENTURES III-A, LP. AND AUSTIN VENTURES III-B, LP., EACH A DELAWARE
LIMITED PARTNERSHIP, AND THE HOLDERS AS DEFINED THEREIN. COPIES OF THESE
AGREEMENTS ARE AVAILABLE AT THE EXECUTIVE OFFICES OF THE COMPANY.
WARRANT
To Purchase Class B Nonvoting Common Stock of
AV ALARM, INC
THIS IS TO CERTIFY that

, a
corporation,
-----------------------------------having its principal place of business at
, or
---------------------------------its registered assigns permitted by that certain Warrant Agreement dated as of
the 10th day of November, 1994, between AV Alarm, Inc., a Texas corporation (the
"Company") and
(the "Warrant Agreement"), is entitled to
-------------------purchase at any time or from time to time on and after November 10, 1994 until
5:00 p.m., Dallas, Texas time, on November 10, 2004, up to
---------------shares of Class B Nonvoting Common Stock, $0.01 par value, of the Company
("Class B Stock"), at an Exercise Price of $0.01 per share as set forth in the
Warrant Agreement (such Exercise Price and the number of shares of Class B Stock
purchasable hereunder being subject to adjustment as provided in the Warrant
Agreement), and to exercise the other rights, powers and privileges provided in
the Warrant Agreement, all on the terms and subject to the conditions and other
provisions set forth in the Warrant Agreement.
AV ALARM, INC.
By:
---------------------------Name:
-------------------------Title:
------------------------Exhibit "A" - Warrant Form
EXHIBIT B
NOTICE OF EXERCISE FORM
(To be executed only upon partial or full
exercise of a Warrant)
The undersigned
Warrant for the
$0.01 per share
therefor in the

registered holder of this Warrant irrevocably exercises this
purchase of shares of a~ B Nonvoting Common Stock, par value
("Class B Stock"), of AV Alarm, Inc. and herewith makes payment
amount of $
, all at the price and on the terms and
--------conditions specified in the Warrant Agreement, dated as of November 10, 1994
between the Company and Heller Financial, Inc., and requests that a certificate
(or
certificates in denominations of
shares) for the
------------------shares of Class B Stock hereby purchased be issued in the name of and delivered
to (choose one) (a) the undersigned or (b)
, whose
-----------------------address is
, and whose taxpayer identification
----------------------------number is
and, if such shares of Class B Stock shall not include all
---------the shares of Class B Stock issuable as provided in the Warrant, that a new
Warrant of like tenor for the number of shares of Class B Stock not being
purchased hereunder be issued in the name of and delivered to (choose one) (a)
the undersigned or (b)
, whose address is
-----------------------------.
- ---------------------------Dated:

.
--------------, -------

By:
---------------------------(Signature of Registered Holder)
Exhibit "B" - Notice of Exercise Form
EXHIBIT C
ASSIGNMENT FORM
(To be executed only upon the assignment
of a Warrant as permitted under Article V
of the Warrant Agreement referred to below)
FOR VALUE RECEIVED, the undersigned registered holder of a Warrant hereby
sells, assigns and transfers unto
, whose address is
-------------------------all of the rights of the undersigned under
- -------------------------------such Warrant and the Warrant Agreement, dated as of November 10, 1994, between
AV Alarm, Inc. (the "Company") and Heller Financial, Inc. with respect to
-----shares of Class B Nonvoting Stock, par value $0.01 per share ("Class B Stock"),
of the Company and, if such shares of Class B Stock shall not include all the
shares of Class B Stock issuable as provided in the Warrant, that a new Warrant
of like tenor for the number of shares of Class B Stock not being transferred
hereunder be issued in the name of and delivered to the undersigned, and does
hereby irrevocably constitute and appoint
--------------------------------Attorney to register such transfer on the books of the Company maintained for
the purpose, with full power of substitution in the premises.
Dated:

,
--------------------

.
------By:
---------------------------(Signature of Registered Holder)

Exhibit "C" - Assignment Form

Exhibit 10.11
FIRST AMENDMENT
TO
WARRANT AGREEMENT
This First Amendment to Warrant Agreement ("Amendment") is made and entered
into as of the _____ day of August, 1998, by and between MONITRONICS
INTERNATIONAL, INC., a Texas corporation f/k/a AV Alarm, Inc. (the "Company"),
with its principal place of business at 12801 Stemmons Freeway, Suite 821,
Farmers Branch, Texas 75234 and HELLER FINANCIAL, INC., a Delaware corporation
("Heller") with offices at 500 West Monroe Street, Chicago, Illinois 60661.
WITNESSETH:
WHEREAS, the Company and Heller entered into that certain Warrant Agreement
dated November 10, 1994, (the "Warrant Agreement") (capitalized terms used but
not defined herein have the meaning assigned to such terms in the Warrant
Agreement); and
WHEREAS, the Company has requested that Heller amend the Warrant Agreement
to, among other things, terminate and rescind the put rights in favor of Heller
in exchange for the Company terminating and rescinding its call rights; and
WHEREAS, the parties hereto wish to amend the Warrant Agreement as provided
herein;
NOW, THEREFORE, the parties hereto agree as follows:
SECTION 1. AMENDMENTS.
1.1

Correction of Paragraph Numbering. The Section designated as Section "5.3"
in the Warrant agreement appearing immediately after Section 5.1 of the
Warrant Agreement is hereby amended to designate such section as Section
"5.2". The references in clauses (ii) and (iii) of Section 5.10 to "Section
7.3" are hereby amended by replacing each such reference to "Section 7.3"
with "Section 5.11".

1.2

Amendment to Definitions. The definitions of "Call Notice", "Call Options",
"Call Price" and "Put Options" are hereby deleted in their entirety and the
definition of "Repurchase Price" set forth in Article I of the Warrant
Agreement is hereby amended in its, entirety to read as follows:
"Repurchase Price" has the meaning set forth in Section 5.11.

1.3

Amendment to Article V. Article V of the Warrant Agreement is hereby
amended by inserting the following at the end of that Article:
5.11 Determination of the Repurchase Price. The Repurchase Price per
share of the Issuable Warrant Shares as of a date specified herein (the
"Repurchase Price") shall be equal to the greater of:
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(a) the Current Market Price per share of any publicly traded class of
Common Stock as of the date of such determination, if determinable; and
(b) the Fair Value of the Company, as of the date of such
determination; divided by the number of shares of Common Stock outstanding on a
fully diluted basis (including the Issuable Warrant Shares, after giving effect
to the payment of the Exercise Price therefore and shares of capital stock
issued after the Closing Date), as of such date.
1.4

Termination of Put Option. The put option granted to Heller pursuant to
Article VII is hereby terminated and rescinded and Article VII is hereby
amended in its entirety to read as follows:
ARTICLE VII
[Reserved]

1.5

Termination of Call Option. The call option granted to the Company pursuant
to Article VIII is hereby termination and rescinded and Article VIII is
hereby amended in its entirety to read as follows:
ARTICLE VIII
[Reserved]

SECTION 2. REPRESENTATION AND WARRANTIES. To induce Heller to enter into
this Amendment, the company represents and warrants to Heller that the
execution, delivery and performance by the Company of this Amendment is within
its corporate powers, has been duly authorized by all necessary corporate
action, has received all necessary governmental approval (if any shall be
required), and does not and will not contravene or conflict with any provision

of law applicable to the Company, the Articles of Incorporation or By-laws of
the Company, or any order, judgment or decree of any court or other agency of
government or any contractual obligation binding upon the Company; the Warrant
Agreement as amended as of the date hereof is the legal, valid and binding
obligation of the Company enforceable against the Company in accordance with its
terms; as of the date of this Amendment, no Person holds any put rights with
respect to any Common Stock, Preferred Stock or Convertible Securities or other
rights to require the purchase by the Company of any Common Stock, Preferred
Stock or Convertible Securities other than redemption rights relative to the
Preferred Stock set forth in the Articles of Incorporation of the Company.
SECTION 3. MISCELLANEOUS.
(a) Captions. Section captions used in this Amendment are for
convenience only, and shall not affect the construction of this Amendment.
(b) Governing Law. This Amendment shall be made under and governed by
the laws of the State of Illinois, without regard to conflict of laws
principles. Whenever possible, each provision of this Amendment shall be
interpreted in such manner as to be effective and valid under applicable law,
but if any provision of this Amendment shall be prohibited by or invalid under
such law, such provision shall be ineffective to the extent of such prohibition
or
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invalidity, without invalidating the remainder of such provision or the
remaining provisions of this Amendment.
(c) Counterparts. This Amendment may be executed in any number of
counterparts and by the different parties on separate counterparts, and each
such counterpart shall be deemed to be an original, but all such counterparts
shall together constitute but one and the same Amendment. Facsimile signatures
shall be effective as originals.
(d) Successors and Assigns. This Amendment shall be binding upon the
Company and Heller and their respective successors and assigns, and shall inure
to the sole benefit of the Company and Heller and the successors and assigns of
the Company and Heller.
(e) References. Any reference to the Warrant Agreement contained in
any notice, request, certificate, or other document executed concurrently with
or after the execution and delivery of this Amendment shall be deemed to include
this Amendment unless the context shall otherwise require.
(f) Continued Effectiveness. Notwithstanding anything contained
herein, the terms of this Amendment are not intended to and do not serve to
effect a novation as to the Warrant Agreement. The Warrant Agreement as amended
hereby remains in full force and effect,
(SIGNATURE PAGE FOLLOWS)
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IN WITNESS WHEREOF, this Agreement has been delivered at Chicago, Illinois
as of the day and year first above written.
MONITRONICS INTERNATIONAL, INC.
f/k/a AV Alarm, Inc.
By: /s/ James R. Hull
------------------------------Name: James R. Hull
Title: President and C.E.O.
HELLER FINANCIAL, INC.
By: /s/ Scott E. Gast
------------------------------Name: Scott E. Gast
Title: Assistant Vice President
First Amendment to Warrant Agreement--Signature Page

Exhibit 10.12
TAKE-ALONG/DRAG-ALONG RIGHTS AGREEMENT
This TAKE-ALONG/DRAG-ALONG RIGHTS AGREEMENT (this "Agreement") is entered
into and effective as of November 10, 1994, by and among Austin Ventures III-A,
L.P. and Austin Ventures III-B, L.P., each a Delaware limited partnership
("Austin Ventures A" and "Austin Ventures B," respectively), and the holders of
the Warrants and the Issued Warrant Shares (as defined in the Warrant Agreement
referred to below), and their respective assignees, transferees, successors and
assigns (collectively, the "Holders").
Reference is made to the Warrants to Purchase Class B Nonvoting Common
Stock of AV Alarm, Inc. (the "Warrant(s)") issued pursuant to the Warrant
Agreement between AV Maim, Inc and Heller Financial, Inc., dated as of November
10, 1994 (the "Warrant Agreement"). All capitalized terms used in this Agreement
which are defined in the Warrant Agreement are used as defined in the Warrant
Agreement, unless the context otherwise requires.
In consideration of the premises and the mutual covenants herein contained
and for other good and valuable consideration, the receipt and sufficiency of
which are hereby acknowledged, the Holders and Austin Ventures A and Austin
Ventures B hereby agree as follows:
1. Take-Along Rights.
(a) If Austin Ventures A or Austin Ventures B (each a "Seller") proposes
(whether alone or with Austin Ventures A or Austin Ventures B, as the case may
be) any sale, transfer, exchange or other disposition for value of Class A Stock
(or any securities convertible Into or exercisable Or exchangeable for Class A
Stock, including, without limitation, the Preferred Stock), other than (i) in a
public offering pursuant to an effective registration statement under the
Securities Act of Class A Stock (or any securities convertible into or
exercisable or exchangeable for Class A Stock, including, without limitation,
the Preferred Stock), (ii) a distribution by Seller of Class A Stock (or any
securities convertible into or exercisable or exchangeable for Class A Stock,
including, without limitation, the Preferred Stock) to its limited partners
after a public offering of such Class A Stock or other securities pursuant to an
effective registration statement under the Securities Act, (iii) a sale which,
when aggregated with all prior sales by such Seller and Austin Ventures A or
Austin Ventures B (as the case may be) of Class A Stock (or any securities
convertible into or exercisable or exchangeable for Class A Stock, including,
without limitation, the Preferred Stock), constitutes less than 33-1/3% of the
Preferred Stock and less than a majority of the voting capital stock of the
Company (any such non-excluded sale, transfer, exchange or other disposition for
value being referred to in this Agreement as a "Proposed Sale"), then Seller
shall make all necessary contractual arrangements in order to permit each Holder
to participate as seller in the Proposed Sale such that each Holder exercising
his or its right of co-sale hereunder shall be entitled to sell up to that
number of the issued Warrant Shares owned immediately prior to the sale equal to
the product of (A) one share of Class B Stock for each share of the Class A
Stock (or shares of Class A Stock issuable upon conversion, exercise or exchange
of other securities, including, without limitation, the Preferred Stock) that
the proposed purchaser (a "Proposed Purchaser") is willing to acquire in the
Proposed Sale, times (B) such Holder's percentage ownership, immediately prior
to the sale, of all outstanding Common Stock of all classes (assuming for
purposes hereof full exercise of all outstanding
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options, warrants and rights to acquire Common Stock of any class, including,
without limitation, the Warrants and the Preferred Stock).
(b) Seller shall give each Holder written notice of the Proposed Sale of Class A
Stock or Preferred Stock not less than 30 days before such sale is to take
place. The notice (the "Sale Notice") shall set forth:
(i) the name and address of the Proposed Purchaser,
(ii) the name and address of each Holder as shown on the records of
the Company and the number of Warrant Shares attributed to each,
(iii) the number of shares of Class A Stock or Preferred Stock and the
number of shares issuable upon conversion, exercise or exchange of any other
securities to be transferred by Seller,
(iv) the proposed amount and form of consideration and terms and
conditions of payment offered by such Proposed Purchaser, and
(v) the signed agreement of the Proposed Purchaser acknowledging that
he or it has been informed of this Agreement and has agreed to purchase Issued
Warrant Shares in accordance with the terms hereof.

(c) Within 20 days after delivery of the Sale Notice, each Holder shall deliver
to Seller a written notice (the "Take-Along Notice") specifying the number of
Issued Warrant Shares, if any, that each such Holder desires to sell in the
Proposed Sale, whereupon each such Holder (an "Electing Holder") shall be
obligated to exercise his or its Warrant and sell such Issued Warrant Shares at
the closing of such Proposed Sale, if and when it occurs.
(d) Any Issued Warrant Shares purchased from the Electing Holders pursuant to
this Agreement shall be purchased at the same price per share and otherwise on
the same terms and conditions as the Proposed Sale, after giving effect to any
applicable exercise price payable upon exercise of any securities sold by Seller
(it being understood and agreed that such terms and conditions do not include
the making of any representations and warranties, indemnities or other similar
agreements other than the representations, warranties and indemnities as to such
Electing Holders' ownership of such Issued Warrant Shares and the due authority
and power to sell such Issued Warrant Shares); provided, that with respect to
any sale of Preferred Stock by Seller, the price per share of any Issued Warrant
Shares purchased from an Electing Holder shall be reduced by an amount per share
equal to $1.00 (as adjusted for any stock dividends, combinations or splits with
respect to the Preferred Stock) plus accrued but unpaid dividends per share of
Preferred Stock.
2. Drag-Along Rights.
(a) If a Seller proposes any sale, transfer, exchange or other disposition for
value (other than in a public offering pursuant to an effective registration
statement under the Securities Act) (any such non-excluded sale, transfer,
exchange or other disposition for value being referred to in this Section 2 as a
"Drag Sale") of Common Stock, Convertible Securities, Stock Purchase Rights, or
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Warrants (collectively, "Securities"), Seller shall have the right to require
each Holder to sell a portion of each such Holder's Securities that represents
the same percentage of such Holder's Fully-Diluted Stock Ownership (as
hereinafter defined) an the Securities being disposed of by Seller represent of
Seller's Fully-Diluted Stock Ownership. The right of Seller to require the
Holders to sell in a Drag Sale must be exercised pro rata among all of the
Holders and may not be exercised by Seller selectively among the Holders, (For
example, if a Seller is selling 50% of its Fully-Diluted Stock Ownership, each
Holder shall be required to sell 50% of its Fully-Diluted Stock Ownership
represented by such Holder's Securities.) All Securities sold or transferred by
Holders pursuant to this Section 2 shall be sold at the same price and otherwise
treated identically with the Securities being sold by Seller in all respects;
provided, that if Convertible Securities, Warrants or Stock Purchase Rights are
being sold by Holder, the consideration received by such Holder shall be reduced
by the aggregate unpaid exercise price of such Convertible Securities, Warrants
or Stock Purchase Rights (such reduction to be taken first from any cash
consideration to be received by such Holder); provided, further, that with
respect to any sale of Preferred Stock by Seller, the price per share of any
Securities purchased from a Holder shall be reduced by au amount per share equal
to $1.00 (as adjusted for any stock dividends, combinations or splits with
respect to the Preferred Stock) plus accrued but unpaid dividends per share of
Preferred Stock; and provided, further, that, at the request of Seller, each
Holder shall be required to sell or transfer Common Stock in lieu of Convertible
Securities, Warrants or Stock Purchase Rights, provided such requirement shall
not cause any such Holder to be in violation of any applicable bank regulatory
laws or any rules, regulations, and interpretations thereunder (collectively,
"BHC Laws") and provided, further, that no Holder shall be required to
participate in any Drag Sale to the extent that any portion of the consideration
to be received by such Holder in such Drag Sale includes any securities and the
receipt by such Holder of such securities would violate any BHC Laws (unless the
transferee in such Drag Sale otherwise agrees to pay to any such Holder cash in
lieu of such securities); and provided, further, that no Holder shall be
required to make any representations or warranties in connection with such sale
or transfer other than representations and warranties as to (i) such Holder's
ownership of his or its Securities to be sold or transferred free and clear of
all liens, claims, and encumbrances (other than as set forth as part of the
terms of the Securities and restrictions on transfer imposed by applicable
securities laws), (ii) such Holder's power and authority to effect such
transfer, and (iii) such matters pertaining to compliance with securities laws
as the transferee may reasonably require. The term "Fully-Diluted Ownership
Percentage" shall mean, at any time with respect to any Person, the quotient
obtained by dividing (i) the sum of (A) all then outstanding shares of Common
Stock owned by such Person plus (B) (without duplication) all shares of Common
Stock issuable, whether at the time or upon passage of time or the occurrence of
future events, upon the exercise, conversion or exchange of all then-outstanding
Convertible Securities, Warrants and Stock Purchase Rights owned by such Person
by (ii) the Fully-Diluted Common Stock The term "Fully-Diluted Common Stock"
shall mean, at any time, the sum of (i) all then outstanding shares of Common
Stock plus (if) (without duplication) all shares of Common Stock issuable,
whether at the time or upon passage of time or the occurrence of future events,
upon the exercise, conversion or exchange of all then-outstanding Convertible

Securities, Warrants and Stock Purchase Rights.
(b) Seller shall give the Holders at least 30 days' prior written notice of any
Drag Sale as to which Seller intends to exercise its rights under Section 2(a).
if Seller elects to exercise its rights under Section 2(a). the Holders shall
take such actions as may be reasonably required and
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otherwise cooperate in good faith with Seller in connection with consummating
the Drag Sale (including, without limitation, the voting of any Securities of
the Company to approve such Drag Sale). At the closing of such Drag Sale, Seller
and the Holders shall deliver certificates for all Securities to be sold by
Seller and the Holders, duly endorsed for transfer, with signatures guaranteed,
to the purchaser against payment of the appropriate purchase price.
3. Exceptions. Notwithstanding anything contained in this Agreement to the
contrary, Sections 1 and 2 hereof shall not apply to any transfer, sale, or
disposition of Securities that is conducted pursuant to the terms of the Warrant
Purchase Agreement and Is solely among Austin Ventures A, Austin Ventures B, any
Holder, and any of their respective Affiliates (which, for the purposes hereof,
shall include any directors, officers, and employees of Austin Ventures A,
Austin Ventures B or any Holder (and any of their respective Affiliates), and
any family member of any such employee, officer, or director). Notwithstanding
the foregoing, no transfer, sale, exchange or disposition for value of
Securities may be made pursuant to this Section 3 unless the transferee of such
Securities executes and delivers to the parties hereto a joinder agreement in
form reasonably acceptable to all parties to this Agreement pursuant to which
such transferee agrees to become a party to this Agreement and be bound by all
of the provisions hereof.
4. Termination. The provisions of this Agreement shall terminate, as to any
Warrants or Warrant Shares, concurrently with the earlier to occur of (i) the
closing of Qualified Public Offering, or (ii) with respect to each holder of a
Warrant the exercise by such Holder of such Holder's Warrant, except that the
exercise of a Warrant for the purpose of effecting a Holder's co-sale rights
under Section 1 of this Agreement shall not be deemed a termination of this
Agreement until the completion of the Proposed Sale.
5. Miscellaneous.
(a) Remedies. Any Person having rights under any provision of this Agreement
will be entitled to enforce such rights specifically, to recover damages caused
by reason of any breach of any provision of this Agreement, and to exercise all
other rights granted by law or otherwise available to such Persons.
(b) Amendments and Waivers. The provisions of this Agreement may be amended or
waived at any time by the written agreement of Austin Ventures A, Austin
Ventures B and Holders holding Warrants exercisable to purchase at least 60% of
the Warrant Shares. Any waiver, permit, consent, or approval of any kind or
character on the part of Austin Ventures A, Austin Ventures B or any Holder of
any provision or condition of this Agreement must be made in writing and shall
be effective only to the extent specifically set forth in writing.
(c) Assignment. No Person may assign any of its rights or obligations under this
Agreement (except in connection with sales and transfers of Common Stock.
Warrants or Convertible Securities which are subject to this Agreement or to a
successor by merger or similar succession to the business or assets of such
Person).
(d) Notices. All notices, requests, consents, or other communications required
or permitted under this Agreement shall be in writing and shall be deemed to
have been duly given or delivered by any party (i) when received by such party
if delivered by hand, (ii) upon
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confirmation when delivered by telecopy, (iii) within one day after being sent
by recognized overnight delivery service, or (iv) within five business days
after being mailed by first-class mail, postage prepaid, and in each case
addressed as follows:
.

If to Austin Ventures A or Austin Ventures B:
1300 Norwood Tower
114 West Seventh Street
Austin, Texas 78701
Attn: Elaine F. Wesner
Telecopy No.: 512/476-3952
with a copy to:
Jenkens & Gilchrist

2200 One American Center
600 Congress
Austin, Texas 78701
Telecopy No.: 512/404-3520
.

If to any Holder, at its address set forth on Schedule 1 hereto.

Any party by written notice to the other parties pursuant to this Section
may change the address or the Persons to whom notices or copies thereof shall be
directed.
(e) Construction: Consent to Jurisdiction. This Agreement shall be construed and
enforced in accordance with and governed by the internal substantive laws of the
State of Illinois without regard to principles of conflict of laws. Each party
hereto hereby consents to the jurisdiction of the courts of Illinois and the
service of process ii] the State of Illinois. The headings in this Agreement are
solely for convenience of reference and shall not be given any effect in the
construction or interpretation of this Agreement. Unless otherwise stated,
references to Sections and Schedules are references to Sections and Schedules of
this Agreement
(f) Counterparts. This Agreement may be executed in any number of counterparts,
each of which when so executed and delivered shall be deemed an original, and
such counterparts together shall constitute one instrument. Each party shall
receive a duplicate original of the counterpart copy or copies executed by it
and the other patties hereto.
(g) Legend. During the term of this Agreement, each certificate representing any
Securities held by any party to this Agreement (or any joinder hereto under
Section 3 hereof) shall bear substantially the following legend:
"The Shares represented by this certificate have not been registered under
the Securities Act of 1933, as amended, and any transfer thereof is subject
to the conditions specified in the Take-Along/Drag-Along Rights Agreement
dated as of November 10, 1994 among Austin Ventures III-A, LP, Austin
Ventures III-B, LP, and the Holders (as defined therein). A copy of such
agreement is on file with the Secretary of the Company at 12801 Stemmons
Freeway, Suite 821, Farmers
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Branch, Texas 75234, and will be furnished without charge by the Company to
the holder of this certificate upon written request to the Secretary of the
Company at such address."
This legend shall be removed upon consummation of any Proposed Sale, in
accordance with the terms of this Agreement, of the Securities represented by
such certificate.
(h) Severability. Whenever possible, each provision of this Agreement will be
interpreted in such manner as to be effective and valid under applicable law,
but if any provision of this Agreement is held to be prohibited by or invalid
under applicable law, such provision will be ineffective only to the extent of
such prohibition or invalidity, without invalidating the remainder of this
Agreement
[THE REMAINDER OF THIS PAGE IS INTENTIONALLY LEFT BLANK]
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IN WITNESS WHEREOF, this Agreement has been executed and delivered as of
the date first set forth above
AUSTIN VENTURES III-A, L.P.
By AV Partners III, L.P.
Its General Partner
By: /s/ Blaine F. Wesner
------------------------------------Authorized Signatory
AUSTIN VENTURES III-B, LP.
By AV Partners III, L.P.
Its General Partner
By: /s/ Blaine F. Wesner

------------------------------------Authorized Signatory
HELLER FINANCIAL, INC.
By: /s/ Timothy P. Costello
------------------------------------Senior Vice President
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DRAFT 10/20/94
STOCK PURCHASE AGREEMENT

This Stock Purchase Agreement (the "Agreement") is entered into as of
October 21, 1994 among AV Alarm, Inc., a Texas corporation (the "Company"),
Austin Ventures rU-A, L.Po, a Delaware limited partnership ("Austin A"), Austin
Ventures rU-B, L.P., a Delaware limited partnership ("Austin B")(Austin A and
Austin B are sometimes collectively referred to as "Austin Ventures") and as the
"Purchasers" and individually as a "Purchaser").
Recitals:
The Company has entered into an Asset Purchase Agreement dated October 21,
1994 (the "Asset Purchase Agreement") with My Alarm, Inc., an Iowa corporation
(the "Seller"), pursuant to which the Seller has agreed to sell to the Company
and the Company has agreed to acquire from the Seller, substantially all of the
assets of the Seller (the "Assets") used or useful in connection with the
Seller's security alarm monitoring services business (the "Business").
Concurrently with the acquisition of the Assets by the Company, the Company
desires to issue and sell to the Purchasers and the Purchasers desire to
purchase from the Company, 2,000,000 shares of its Series A Convertible
Preferred Stock, $.01 par value (the "Preferred Stock"). The Purchasers, at
their option, may purchase up to 2,000,000 additional shares of Preferred Stock.
The Preferred Stock will be issued and sold upon the terms and subject to the
conditions of this Agreement.
The parties agree as follows:
1. Authorization of the Preferred Stock. The Company will authorize the
issuance and sale to the Purchasers of up to 4,000,000 shares of Preferred Stock
upon the terms and subject to the conditions of this Agreement. The Company will
reserve a sufficient number of shares of Common Stock, $.01 par value, of the
Company (the "Common Stock"), for issuance upon conversion of the Preferred
Stock.
2. Purchase and Sale: Closings.
2A. Purchase and Sale of Preferred Stock. Subject to the terms and
conditions of and in reliance upon the representations, warranties and covenants
contained in this Agreement:
(i) At the First Closing (as defmed below), the Company shall
issue and sell to the Purchasers, and the Purchasers shall purchase from

the Company, an aggregate 2,000,000 shares of Preferred Stock at a purchase
price of $1400 per share, with each Purchaser purchasing the number of
shares of Preferred Stock indicated on the attached Schedule of Purchasers
to be purchased by such Purchaser at the First Closing; and
(ii) The Purchasers, in their sole discretion, may elect to
purchase up to an aggregate of 2,000,000 additional shares of Preferred
Stock by giving written notice (the "Notice of Election") to the Company of
such election not later than 365 days after the First Closing setting forth
the number of shares of Preferred Stock (not to exceed 2,000,000 shares) to
be purchased and the date selected by the Purchasers (not later than 15
days after the date of the Notice of Election) for each Subsequent Closing
(as defined
below). At each Subsequent Closing, the Company shall issue and sell to the
Purchasers, and the Purchaser shall purchase from the Company, the
aggregate number of shares of Preferred Stock specified in the Notice of
Election to be purchased by the Purchasers at each Subsequent Closing at a
purchase price of $1.00 per share, with each Purchaser purchasing the
number of shares of Preferred Stock indicated in the Notice of Election to
be purchased by such Purchaser at each Subsequent Closing.
2B. The Closings.
(i) An initial closing of the issuance, sale and purchase of
2,000,000 shares of Preferred Stock (the "First Closing") shall take place
on October 21, 1994.
(ii) One or more subsequent closings of the issuance, sale and
purchase. of Preferred Stock (each a "Subsequent Closing") shall take place
at 10:00 a.m. on the date specified by the Purchasers in the Notice of
Election. The First Closing and each Subsequent Closing are each referred
to as a "Closing."
(iii) At each Closing, the Company will issue, sell and deliver
to each Purchaser the number of shares of Preferred Stock indicated on the
Schedule of Purchasers or the Notice of Election, as applicable, to be
purchased by such Purchaser at such Closing and such Purchaser will pay to
the Company the purchase price for such shares as provided in paragraph 2A.
(iv) Each Closing shall be held at the offices of Jenkens &
Gilchrist, 2200 One American Center, 600 Congress Avenue, Austin, Texas at
10:00 a.m. on the date specified for such Closing, or at such other place
or such other time or date as the Company and the Purchasers purchasing
Preferred Stock at such Closing may agree in writing.
(v) Payments to be made by the Purchasers at each Closing shall
be made to the Company by cashiers or certified check or by wire transfer
of immediately available funds pursuant to written instructions delivered
to the Purchasers by the Company prior to such Closing; provided, however,
that at the First Closing Austin Ventures shall surrender to the Company
10,000 shares of Common Stock registered in the name of Austin Ventures and
the promissory note of the Company dated September 1, 1994 in the original
principal amount of $509,000 payable to the order of Austin Ventures and
the promissory note of the Company dated October 4, 1994 in the original
principal amount of $125,000 (collectively, the "Bridge Notes"), and the
outstanding principal balance of the Bridge Notes at the First Closing Date
and the original purchase price paid for the 10,000 shares of Common Stock
to be surrendered shall be credited to the purchase price for the shares of
Preferred Stock to be purchased by Austin Ventures at the First Closing.
Accrued interest under the Bridge Notes shall be payable in cash to Austin
Ventures at the First Closing.
3. Conditions to Each Purchaser's Obligations at a Closing. The obligation
of each Purchaser to purchase and pay for the Preferred Stock at a Closing is
subject to the satisfaction at or prior to such Closing of each of the following
conditions:
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3A. Representations, Warranties and Covenants. The representations and
warranties of the Company contained in part S hereof shall be true and correct
at and as of such Closing as though then made. In addition, the Company shall
have performed all covenants contained herein required to be performed by it
prior to such Closing.
3B. Inspection of Property. The Seller and the Company shall have permitted
representatives of the Purchasers to visit and inspect the premises and examine
the corporate and financial records of the Seller and the Company, and make
copies thereof, and discuss the Business and financial affairs and prospects of
the Seller and the Company with their respective directors, officers, key
employees and independent accountants of the Seller and the Company,. provided
that each Purchaser agrees to protect the confidentiality of information

furnished to it by the Seller and the Company as provided in paragraph 7D
hereof.
3C. No Adverse Changes. Prior to the Closing, no change shall have occurred
or be anticipated as reasonably likely to occur in the condition (financial or
otherwise), properties, proposed operations, management, potential competition
or any other matter affecting the Seller or the Company or their respective
prospects, which, in the opinion of such Purchaser, in its sole and absolute
discretion, is or could be materially adverse.
3D. Amendment to Articles of Incorporation: Articles of Amendment. Except
as a result of the filing of the Articles of Amendment, the articles of
incorporation of the Company shall not have been amended. The Articles of
Amendment in the form of Exhibit 3D shall have been filed with the Secretary of
State of Texas and shall have become and remain effective.
3E. Acquisition of the Assets. Concurrently with the First Closing, the
Company shall have completed the acquisition of the Assets pursuant to the terms
of the Asset Purchase Agreement, and the Assets shall be owned and held by the
Company.
3F. Shareholders Agreement. The Company, the Seller, James R. Hull
("Hull"), Robert Sherman ("Sherman") and Heath Malone ("Malone") and each
Purchaser shall have entered into an agreement (the "Shareholders Agreement") in
the form attached as Exhibit 3F, and the Shareholders Agreement shall be in full
force and effect. The Purchaser Directors shall have been elected to the Board
of Directors pursuant to the Shareholders Agreement, effective immediately upon
the Closing.
3G. Registration Agreement. The Company and each Purchaser shall have
entered into an agreement (the "Registration Agreement") in the form attached as
Exhibit 3G, and the Registration Agreement shall be in full force and effect.
3H. Employment Agreement. The Company shall have entered into agreements
(the "Employment Agreement") in the form attached as Exhibit 3H with Hull and
the Employment Agreement shall be in full force and effect.
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3I. Proprietary Information Agreements. The Company shall have entered into
agreements (the "Proprietary Information Agreements") in the form attached as
Exhibit 31 with each of Hull, Sherman and Malone, and each of the Proprietary
Information Agreements shall be in full force and effect.
3J. Indemnification Agreements. The Company and each of the Purchaser
Directors of the Company nominated by the Purchasers pursuant to the
Shareholders Agreement shall have entered into agreements (the "Indemnification
Agreements") in the form attached as an exhibit to the Shareholders Agreement,
and the Indemnification Agreements shall be in full force and effect.
3K. Life Insurance. Hull shall have applied for term life insurance in the
face amount of $2,000,000 on the life of Hull, naming the Company as beneficiary
and with coverage and other terms acceptable to the Purchasers. Prior to the
First Closing and at all times thereafter, the Company and Hull shall have used
reasonable best efforts to obtain such insurance. Such insurance policy shall be
in full force and effect at each Subsequent Closing.
3L. Adoption of 1994 Stock Option Plan. At or prior to the First Closing,
the Company shall have adopted, and the shareholders of the Company shall have
approved, an incentive stock compensation plan in form and substance
satisfactory to the Purchasers (the "1994 Stock Option Plan"), and the 1994
Stock Option Plan shall be full force and effect and shall not have been
modified or amended.
3M. Financing Commitment. At or prior to the closing, the Company shall
have received a commitment letter (the "Heller Commitment") from Heller
Financial, Inc. ("Heller") in form and substance satisfactory to the Purchasers
setting forth the terms upon which Heller will provide to the Company a line of
credit of up to $15,000,000 for the acquisition of monitoring contracts in the
Company's account purchase program and to provide working capital for the
Company, and the Heller Commitment shall not have been modified, amended,
terminated or withdrawn.
3N. Sale of Preferred Stock to Each Purchaser. The Company shall have sold
to each Purchaser the Preferred Stock indicated on the Schedule of Purchasers to
be' sold to such Purchaser at such Closing.
3O. Consents: Regulatory Approvals. The Seller and the Company shall have
received all consents and approvals of third parties and governmental agencies
or licensing authorities necessary in order for the Seller to sell the Assets
and enter into and perform its obligations under the Asset Purchase Agreement
and for the Company to acquire and hold the Assets, to carry on the business
previously conducted by Seller, to issue and sell the Preferred Stock hereunder
and to enter into and perform its obligations under this Agreement, the

Shareholders Agreement, the Registration Agreement, the Employment Agreement,
the Proprietary Information Agreements and the Indemnification Agreements, and
such consents and approvals or governmental or regulatory authorization shall
not have been withdrawn, rescinded, modified or amended and shall be in full
force and effect.
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3P. Payment of Fees and Expenses.
Purchasers the expenses required to be
8A that have been incurred on or prior
shall have paid to Austin Ventures the
through the date of the First Closing.

The Company shall have paid to the
paid by the Company pursuant to paragraph
to such Closing, and at the First Closing
interest accrued on the Bridge Notes

3Q. Proceedings and Documents. All corporate and other proceedings in
connection with the transactions contemplated herein and all related documents
and instruments will be reasonably satisfactory in form and substance to each
Purchaser and its counsel.
3R. Closing Documents. The Company will have delivered to each Purchaser
all of. the following documents:
(i) such documents relating to the transactions contemplated by
this Agreement as the Purchasers reasonably may request.
3S. Waiver of Conditions. If the Purchasers purchase Preferred Stock prior
to the fulfillment of any of the conditions set forth in this part 3 without
expressly waiving such conditions in writing, the purchase of such Preferred
Stock shall constitute only an extension of time for the fulfillment of such
conditions and not a waiver thereof, and the Company shall thereafter use its
best efforts fulfill each such condition precedent.
4. Covenants.
4A. Financial Statements and Other Information. The Company will furnish to
each Purchaser (as long as it holds any Underlying Common Stock) and to each
holder of at least 10% of the outstanding Underlying Common Stock:
(i) not later than December 31 of each fiscal year, capital and
operating expense budgets, projections of sources and applications of funds
and profit and loss projections, in each case for the Company and each of
the Subsidiaries for each month of the next succeeding fiscal year,
prepared in accordance with generally accepted accounting principles,
consistently applied ("GAAP"), all itemized in reasonable detail and
prepared by the Company, and any material revisions made in such budgets or
projections;
(ii) as soon as available, but in any event within 30 days after
the end of each monthly accounting period in each fiscal year, unaudited
consolidating and consolidated statements of income and cash flows of the
Company and its Subsidiaries for such monthly period and for the period
from the beginning of the fiscal year to the end of such month, and
consolidating and consolidated balance sheets of the Company and its
Subsidiaries as of the end of such monthly period, setting forth in each
case comparisons to the annual budget and to the corresponding period in
the preceding fiscal year, in each case, prepared in accordance with GAAP;
(iii) accompanying the financial statements referred to in clause
(ii) above, (A) a certificate signed by the chief financial officer of the
Company, stating that neither the Company nor any of its Subsidiaries is in
default in the performance of any material obligation or agreements or, if
any such default exists, specifying the nature and
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period of existence thereof, and what actions the Company and its
Subsidiaries have taken and propose to take with respect thereto, and (B) a
monthly executive summary signed by the chief executive officer of the
Company, setting forth in reasonable detail a discussion of the results of
the Company's operations for the month covered by such financial statements
and of the operating plan for the following months;
(iv) as soon as available and in any event within 100 days after
the end of each fiscal year, (A) consolidating and consolidated statements
of income and cash flows of the Company and its Subsidiaries for such
fiscal year, and consolidating and consolidated balance sheets of the
Company and its Subsidiaries as of the end of such fiscal year, and, in
each case, comparisons to the preceding fiscal year, all prepared in
accordance with GAAP, with an unaudited comparison to the annual budget and
projections, and accompanied by (1) an opinion of an independent public
accounting firm of recognized national standing selected by the Company's
board of directors with the Purchaser Directors concurring, (2) a copy of
such firm's annual management letter to the board of directors, and (3) a

certificate signed by the chief executive officer of the Company and by the
chief financial officer of the Company, stating that there is no Event of
Noncompliance in existence and that neither the Company nor any of its
Subsidiaries is in material default under any of its other material
agreements or, if any such default exists, specifying the nature and period
of existence thereof, and what actions the Company and its Subsidiaries
have taken and propose to take with respect thereto;
(v) promptly upon receipt thereof, any additional reports,
management letters or other written information concerning significant
aspects of the Company's operations and financial affairs given to the
Company by its independent accountants (and not otherwise contained in
other materials furnished to the Purchasers and holders of Underlying
Common Stock);
(vi) promptly (and in any event within three business days) after
the discovery or receipt of notice of any material default under any
material agreement to which the Company or any of its Subsidiaries is a
party or any other material adverse event or circumstance affecting the
Company or any Subsidiary (including the filing of any material litigation
against the Company or any Subsidiary or the existence of any dispute with
any Person which involves a reasonable likelihood of such litigation being
commenced), an officer's certificate specifying the nature and period of
existence thereof and what actions the Company and its Subsidiaries have
taken and propose to take with respect thereto;
(vii) within ten days after transmission thereof, unless
contained in other materials furnished to the Purchasers or holders of
Underlying Common Stock, copies of all financial statements, proxy
statements, reports and any other general written communications which the
Company sends to its shareholders and copies of all registration statements
and all regular, special or periodic reports which it files, or any of its
officers or directors file with respect to the Company, with the Securities
and Exchange Commission, any securities exchange, the National Association
of Securities Dealers, Inc. or any state securities commissioner or
regulatory agency, and copies of all press releases and other statements
made available generally by the Company to the
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public concerning material available generally by the Company to the public
concerning material information concerning the Company, the Company's
business or its securities;
(viii) simultaneously with delivery to any lender of the Company
copies of all financial statements, information and notices delivered to
such lender under any credit agreement which are not otherwise delivered to
the Purchasers pursuant to subparagraphs (i) through (vii) above; and
(ix) with reasonable promptness, such other information and
financial data concerning the Company and its Subsidiaries as any Purchaser
or a holder of 10% of the Underlying Common Stock may reasonably request.
Each of the financial statements referred to in subparagraphs (ii), (iii)
and (iv) will fairly and accurately reflect the financial condition and
results of operations of the Company and its Subsidiaries as of the dates
and for the periods stated therein subject, in the case of the unaudited
financial statements, to changes resulting from normal year-end audit
adjustments (none of which would, alone or in the aggregate, be materially
adverse to the Company's financial condition, operating results or business
prospects).
4B. Information and Inspection. During normal business hours upon
'reasonable notice, the Company shall permit any authorized representative
designated by a holder of Preferred Stock to visit (at its own expense) and
inspect any properties of the Company and any Subsidiary, including its books
(and to make extracts therefrom), and to discuss its affairs, finances and
accounts with the Company's and each Subsidiary's officers, accountants and
attorneys.
4C. Affirmative Covenants. Prior to a Qualified Public Offering, without
the prior written consent of the holders of at least a majority of the
outstanding Underlying Common Stock, the Company shall, and shall cause each
Subsidiary to:
(i) maintain in full force and effect all leases, permits,
licenses, easements and other rights necessary to the operation of the
Company's or each Subsidiary's business;
(ii) maintain its corporate existence and its business; and
maintain all equipment and property which is reasonably necessary for the
conduct of its business, now or hereafter owned by it, in good repair,
working order and condition, reasonable wear and tear excepted, and make
any replacements of equipment and property necessary for the successful
operation of its business;

(iii) maintain on all insurable assets now or hereafter owned by
it insurance against loss or damage by fire or other casualty to the extent
customary with respect to similar assets of companies conducting business
similar to the business conducted by it, and to maintain public liability
and worker's compensation insurance covering it to the extent customary
with respect to companies conducting business similar to the business
conducted it;
(iv) comply in all material respects with all material contracts,
franchises, licenses, permits or other agreements or instruments to which
it is now or.
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hereafter a party or by which it or any of its assets are now or hereafter
bound, unless and to the extent that the same are being contested in good
faith and by appropriate proceedings and adequate reserves have been
established on its books with respect thereto in accordance with GAAP;
(v) pay and discharge when payable all taxes, assessments and
governmental charges imposed upon its respective properties or upon the
income or profits therefrom (in each case before the same becomes
delinquent and before penalties accrue thereon) and all claims for labor,
materials or supplies which if unpaid might by law become a Lien upon any
of its respective properties, unless and to the extent that the same are
being contested in good faith and by appropriate proceedings and adequate
reserves (as determined in accordance with GAAP, consistently applied) have
been established on its respective books with respect thereto;
(vi) comply with all applicable laws, rules and regulations of
all governmental authorities, the violation of which could reasonably be
expected to have a material adverse effect on its financial condition,
operating results or business prospects; and
(vii) maintain proper books of record and account which fairly
represent its financial condition and results of operations and make
provisions on its financial statements for all such proper reserves as in
each case are required in accordance with GAAP.
4D. Negative Covenants. Prior to a Qualified Public Offering, without the
prior written consent of the holders of at least 66-% % of the outstanding
Underlying Common Stock, the Company shall not, and shall cause each Subsidiary
not to:
(i) directly or indirectly enter into any lease, agreement,
arrangement or other transaction with any Affiliate less favorable to it
than those which might be obtained at the time from an unaffiliated third
party, unless approved by a majority of disinterested directors;
(ii) increase by more than 10% per year the annual compensation
of any employee of the Company or any Subsidiary whose annual compensation,
including salary and bonus, exceeds $80,000 per year;
(iii) amend the articles of incorporation or bylaws of the
Company;
(iv) issue any capital stock, options, warrants or rights to
purchase or acquire capital stock, or any other Equity Securities, other
than (A) pursuant to the Company's 1994 Stock Option Plan, or (B) upon
conversion of shares of Preferred Stock;
(v) amend or modify the terms of the Company's 1994 Stock Option
Plan or any options granted thereunder;
(vi) purchase, redeem or otherwise acquire or retire for value
any of its capital stock or other Equity Securities or declare or make any
dividend or other
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distribution with respect to any of its capital stock or other Equity
Securities (other than a dividend or distribution payable solely in shares
of Common Stock), except that this provision shall not prevent the (A) the
repurchase by the Company of capital stock from employees at cost pursuant
to agreements with such employees approved by the Board of Directors (with
the Purchaser Directors concurring), or redemption or repurchase of the
Preferred Stock or the declaration or payment of any dividend or other
distribution in respect of the Preferred Stock;
(vii) enter into or amend any material contract, franchise,
license, permit or other agreement or instrument, if such contract,
franchise, license, permit or other agreement or instrument or amendment

would by its terms restrict its performance of any obligation of the
Company or any Subsidiary to the Purchasers hereunder or under any
agreement or instrument contemplated hereby;
(viii) sell or dispose of in any manner all or any substantial
portion of its properties or assets, liquidate, dissolve or enter into any
merger, consolidation or similar transaction;
(ix) make any capital expenditures exceeding $100,000 in any
12-month period (software development costs capitalized under Financial
Account Standards Board Opinion NO. 86 will not be considered to be capital
expenditures for this purpose) except for purchases of alarm monitoring
contracts in the ordinary course of business;
(x) acquire any interest in any business entity (whether by a
purchase of assets, purchase of stock or other securities, merger or
otherwise, or create any subsidiary (other than a wholly owned subsidiary))
except for purchases of alarm monitoring contracts in the ordinary course
of business;
(xi) make loans or advances to or guaranties for the benefit of
any Person in an amount more than $10,000 in a single transaction or
$50,000 in the aggregate, other than in the ordinary course of business;
(xii) create, assume, incur or permit to exist, any Lien on any
of its assets or properties other than (A) Liens arising pursuant to
[SPECIFY CREDIT AGREEMENTS] or any refinancing thereof on substantially the
same terms, (B) Liens for taxes not yet due or which are being contested in
good faith and for which adequate reserves have been established, (C)
deposits or pledges made to secure the payment of utilities or similar
services, workers' compensation, unemployment insurance, pensions or social
security obligations, (D) interests or title of a lessor under a lease, (E)
easements, rights-of-way, restrictions or similar charges not interfering
with its ordinary conduct of business, (F) purchase money Liens, or (G)
Liens for the acquisition of automobiles; or
(xiii) prepay any indebtedness of the Company.
4E. Compliance with Agreements. The Company will perform and observe, and
will cause each Subsidiary to perform and observe, all of its material
obligations to the Purchasers
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and the holders of the Underlying Common Stock set forth in this Agreement and
the articles of incorporation and bylaws of the Company or such Subsidiary.
4F. Indemnification. The Company, without limitation as to time, will
indemnify each Purchaser and its agents against, and hold each Purchaser and its
agents harmless from, all losses, claims, damages, liabilities, costs (including
the costs of preparation and attorneys' fees and expenses) (collectively, the
"Losses") incurred pursuant to any investigation or proceeding against the
Company, any Purchaser or any of their agents arising out of or in connection
with this Agreement (or any other document or instrument executed herewith or
pursuant hereto), which investigation or proceeding requires the participation
of, or is commenced or filed against, one or more of the Purchasers and any of
their agents because of this Agreement or such other documents and the
transactions contemplated hereby or thereby, other than any Losses resulting
from action on the part of such Purchaser or its agents which is finally
determined in such proceeding to be primarily and directly a result of such
Purchaser's gross negligence or willful misconduct, or Losses incurred by or on
behalf of an agent of a Purchaser which are the subject of the Indemnification
Agreement, as to which the Indemnification Agreement, rather than this paragraph
4F, shall apply. The Company agrees to reimburse each Purchaser and its agents
promptly for all such Losses as they are incurred by such Purchaser and its
agents. Each Purchaser agrees to reimburse the Company for any payments made by
the Company to such Purchaser pursuant to this paragraph for Losses which are
finally determined in such proceeding to primarily and directly result from the
gross negligence or willful misconduct of such Purchaser. The obligations of the
Company to each Purchaser and its agents under this paragraph will be separate
obligations. The obligations of the Company under this paragraph will survive
any transfer of Underlying Common Stock by any Purchaser and the termination of
this Agreement.
4G. Brokerage. The Company shall pay, and hold each Purchaser harmless
against, any liability, loss or expense (including, without limitation,
reasonable attorneys' fees and out-of-pocket expenses) arising in connection
with any claim for brokerage commissions, finders' fees or similar compensation
incurred by the Company in connection with the transactions contemplated by this
Agreement.
4H. Reservation of Common Stock. The Company will at all times reserve and
keep available out of its authorized but unissued shares of Common Stock, solely
for the purpose of issuance upon the conversion of the Preferred Stock, such

number of shares of Common Stock issuable upon the conversion of all outstanding
Preferred Stock.
5. Representations and Warranties of the Company. As a material inducement
to each Purchaser to enter into this Agreement and to purchase Preferred Stock,
the Company represents and warrants to each Purchaser that:
5A. Organization and Power. The Company is a corporation duly incorporated,
validly existing and in good standing under the laws of the State of Texas and,
except as described in Exhibit 5A, has full power and authority, and ~all
licenses, permits and authorizations, necessary to conduct its business and own
its properties as presently conducted and owned and as proposed to be conducted
and owned, and to carry out the transactions contemplated by this Agreement.
Except as described in Exhibit 5A, the Company is qualified to do business and
is in good
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standing in each jurisdiction in which the nature of its business or
the properties owned or leased by it requires qualification. The Company has no
Subsidiaries and owns no capital stock or other securities of any other entity.
Complete and correct copies of the articles of incorporation and bylaws of the
Company as in effect immediately prior to the consummation of the transactions
contemplated by this Agreement have been delivered to the Purchasers.
5B. Capitalization of the Company. After giving effect to the issuance and
sale of the Preferred Stock (all 4,000,000 shares) and Common Stock pursuant to
the Asset Purchase Agreement and this Agreement, the authorized capital stock of
the Company will consist of 4,000,000 shares of Series A Preferred Stock, $.01
par value, all of which will be issued and outstanding and owned of record by
the Purchasers, and 6,000,000 shares of Common Stock, of which 399,835 shares
will be issued and outstanding and owned of record and, to the knowledge of the
Company, beneficially as set forth in Exhibit 5B, and a sufficient number of
shares of Common Stock will be reserved for issuance upon conversion of the
Preferred Stock. When issued as contemplated by this Agreement, the Preferred
Stock will be duly and validly issued and fully paid and non-assessable: Shares
of Common Stock issued upon conversion of shares of Preferred Stock, when
issued, will be duly and validly issued and fully paid and non-assessable.
Except for the right of holders of shares of Preferred Stock to convert such
shares into shares of Common Stock and except for options granted under the
Company's 1994 Stock Option Plan, there are no existing options, puts, calls,
warrants, conversion privileges, exchange rights, pledges, Liens, repurchase or
redemption rights, profit participation or stock appreciation rights, transfer
restrictions or commitments of any character relating to any issued or unissued
shares of capital stock of the Company. There are no preemptive or other
preferential rights applicable to the issuance and sale of the Company's capital
stock. Except for the rights of the Purchasers in the Registration Agreement,
the Company has not granted registration rights under the Securities Act with
respect to any securities.
5C. Projections. The projections attached as Exhibit 5C represent a good
faith estimate concerning the most probable course of the Company's business for
the time specified therein, subject to the assumptions and qualifications noted
therein.
5D. Assets. The Company has good and marketable title to all of the assets
described in Exhibit 5D as being owned by it, free and clear of all Liens,
except those described in Exhibit 6C.
5E. Government Approvals: Consents. Except as set forth in Exhibit 5E, the
Company is not required to obtain any order, consent, license, permit approval
or authorization of, or required to make any declaration or filing with, any
governmental agency or licensing authority or other person in connection with
the negotiation, execution and delivery of this Agreement, the offer, issuance,
sale and delivery of the Preferred Stock to the Purchasers or any other
transaction contemplated in this Agreement.
5F. Other Agreements. None of the current officers of the Company is a
party to or bound by any agreement, contract or commitment, or subject to any
restrictions, which materially and adversely affect the business or operations
of the Company or the right of the Company or any such person to participate in
the affairs of the Company.
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5G. Brokers. None of the current officers of the Company has dealt with any
broker, finder, commission agent or other similar person in connection with the
offer and sale of the Preferred Stock by the Company to the Purchasers, or the
transactions contemplated by this Agreement, and none of the current officers of
the Company is under any obligation to pay any broker's fee, finder's fee or
commission in connection with such transactions.
5H. Disclosure. To the knowledge of the current officers of the Company,

there is no fact relating to the Company or the transactions contemplated by
this Agreement known to the current officers of the Company which materially and
adversely affects the business, operations, or condition of the Company or any
of its properties, or the rights of the Purchasers therein, which has not been
set forth in this Agreement, an exhibit attached to this Agreement or the other
written materials furnished to the Purchasers in connection with the
transactions contemplated by this Agreement.
6. Definitions. For the purposes of this Agreement, the following terms
shall have the meanings set forth below:
"Affiliate" means with respect to any Person, a Person that directly, or
indirectly through one or more intermediaries, controls, is controlled by, or is
under common control with, such Person, and, in the case of an individual,
includes any relative or spouse of such person, or any relative of such spouse,
who has the same home as such Person. The term "control" means the possession,
directly or indirectly, of the power to direct or cause the direction of the
management and policies of a person, whether through the ownership of voting
securities, by contract or otherwise.
"Board of Directors" means the board of directors of the Company.
"Common Stock" means the Company's Common Stock, $.01 par value per share.
"Equity Securities" means any capital stock or any security convertible,
with or without consideration, into capital stock, or carrying any option
warrant or right to subscribe to, purchase or acquire capital stock, or any such
option, warrant or right.
"Lien" means any security interest, pledge, bailment, mortgage, deed of
trust, the grant of a power to confess judgment, conditional sales and title
retention agreement (including any lease in the nature thereof), encumbrance or
other similar arrangement or interest in real, personal or mixed property
(tangible or intangible, and wherever located).
"Person" means an individual, a partnership, a corporation, an association,
a joint stock company, a trust, a joint venture, an unincorporated organization
or a governmental entity or any department, agency or political subdivision
thereof.
"Purchaser Director" means a Person serving as a director of the Company as
the designee or nominee of the Purchasers pursuant to the Shareholders
Agreement.
"Qualified Public Offering" means a Qualified Public Offering as defined in
the Articles of Amendment.
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"Securities Act" means the Securities Act of 1933, as amended, or any
similar federal law then in force.
"Subsidiary" means (i) any corporation more than 50% of the outstanding
voting securities of which are owned by the Company or any Subsidiary, directly
or indirectly, or (ii) a partnership in which the Company or any Subsidiary
holds a general partnership interest sufficient to enable it to direct the
management and policies.
"Underlying Common Stock" means (i) the Common Stock issued or issuable
upon conversion of the Preferred Stock, and (ii) any Common Stock issued or
issuable with respect to the Common Stock referred to in clause (i) above by way
of stock dividend or stock split or in connection with a combination of shares,
recapitalization, merger, consolidation or other reorganization. Any Person who
holds Preferred Stock will be deemed to be the holder of the Underlying Common
Stock issuable upon conversion of the Preferred Stock regardless of any
restriction on the conversion of the Preferred Stock. As to any particular
shares of Underlying Common Stock, such shares will cease to be Underlying
Common Stock when they have been (x) effectively registered under the Securities
Act and disposed of in accordance with the registration statement covering them
or (y) distributed to the public pursuant to Rule 144 (or any similar provision
then in force) under the Securities Act.
7. Miscellaneous.
7A. Expenses; Fees. The Company agrees to pay and hold each Purchaser and
all holders of the Preferred Stock harmless from and against any liability for
the payment of (i) the reasonable fees and expenses of their special counsel,
Jenkens & Gilchrist, arising in connection with the negotiation and execution of
this Agreement, the Asset Purchase Agreement and the consummation of the
transactions contemplated hereby, which shall be payable at the Closing;. (ii)
the reasonable fees and expenses incurred by them with respect to any amendments
or waivers (whether or not the same become effective) under or in respect of
this Agreement, the Shareholders Agreement, the Registration Agreement, the
Employment Agreement, the Proprietary Information Agreements or the

Indemnification Agreements or the other agreements contemplated hereby; (iii)
the reasonable fees and expenses incurred by them with respect to the
enforcement of the rights granted under this Agreement and the other agreements
contemplated hereby; (iv) transfer taxes which may be payable in respect of the
execution and delivery of this Agreement or the issuance, delivery or
acquisition of the Preferred Stock; and (v) the fees and expenses reasonably
incurred by them in any filing with any governmental agency with respect to its
investment in the Company or in any other filing with any governmental agency
with respect to the Company that mentions such Person. At the First Closing, the
Company shall pay an investment advisory fee of $150,000 to AVP Management
Services, Inc.
7B. Remedies; Waivers. Each holder of Underlying Common Stock will have all
rights and remedies set forth in this Agreement, the certificate of
incorporation and bylaws of the Company and the Shareholders Agreement and all
of the rights and remedies that such holders have been granted at any time under
any other agreement or contact or that the Purchasers have under any law. Any
person having any rights under any provision of this Agreement will be entitled
to enforce such rights specifically, to recover damages by reason of any breach
or any provision of this Agreement and to exercise all other rights granted by
law or at equity. No delay
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or omission by a holder of Underlying Common Stock in exercising any right or
remedy hereunder shall impair such right or remedy or constitute a waiver of any
default hereunder or an acquiescence therein. Every right and remedy given by
this Agreement or by law or equity to a holder of Underlying Common Stock may be
exercised from time to time and as often as may be deemed expedient, by such
holder.
7C. Purchasers' Investment Representations. Each Purchaser severally
represents and warrants to and for the benefit of the Company, each Purchaser
acknowledging that the Company will rely hereon in assessing compliance with
legal matters, that it is acquiring the Preferred Stock purchased hereunder for
investment for its own account with the present intention of holding such
Preferred Stock for purposes of investment and that it is an 'accredited
investor" as that term is defined in Rule 501 under the Securities Act and that
it has no intention of selling the Preferred Stock in a public distribution in
violation of federal or applicable state securities laws; provided, that nothing
contained herein shall prevent the Purchasers and subsequent holders of
Preferred Stock from transferring Preferred Stock in compliance with the
Shareholders Agreement. Each certificate for Preferred Stock will bear legends
to the following effect:
"THE SECURITIES REPRESENTED BY THIS CERTIFICATE HAVE BEEN ACQUIRED FOR
INVESTMENT AND HAVE NOT BEEN REGISTERED UNDER THE FEDERAL SECURITIES ACT OF
1933, AS AMENDED, OR THE SECURITIES LAWS OF ANY STATE. WITHOUT SUCH
REGISTRATION, SUCH SECURITIES MAY NOT BE SOLD, PLEDGED, HYPOTHECATED OR
OTHERWISE TRANSFERRED, EXCEPT UPON DELIVERY TO THE COMPANY OF AN OPINION OF
COUNSEL SATISFACTORY TO THE COMPANY THAT REGISTRATION IS NOT REQUIRED FOR
SUCH TRANSFER OR THE SUBMISSION TO THE COMPANY OF SUCH OTHER EVIDENCE AS
MAY BE SATISFACTORY TO THE COMPANY TO THE EFFECT THAT ANY SUCH TRANSFER
SHALL NOT BE IN VIOLATION OF THE SECURI11ES ACT OF 1933, AS AMENDED, OR
APPLICABLE STATE SECURITIES LAWS OR ANY RULE OR REGULATION PROMULGATED
THEREUNDER.
THE SECURITIES REPRESENTED BY THIS CERTIFICATE AND THE SALE, ASSIGNMENT,
TRANSFER, PLEDGE OR OTHER DISPOSITION AND A VOTING THEREOF ARE SUBJECT TO
CERTAIN RESTRICTIONS AND AGREEMENTS CONTAINED IN A SHAREHOLDERS AGREEMENT
DATED AS OF OCTOBER 20, 1994 AMONG THE COMPANY AND CERTAIN SHAREHOLDERS. A
COPY OF THE SHAREHOLDERS AGREEMENT AND ALL APPLICABLE AMENDMENTS THERETO
WILL BE FURNISHED BY THE COMPANY TO THE RECORD HOLDER OF THIS CERTIFICATE
WITHOUT CHARGE UPON WRITFEN REQUEST TO THE COMPANY AT ITS PRINCIPAL PLACE
OF BUSINESS OR REGISTERED OFFICE."
7D. Confidentiality. Each Purchaser agrees to maintain as confidential any
non-public information regarding the Company which it receives pursuant to its
rights under this
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Agreement, provided that each Purchaser may disclose any such information which
is (i) required by . law, rule or regulation to be disclosed, (ii) compelled by
judicial or administrative order, deposition, subpoena or other legal process to
be disclosed, (iii) authorized by the Company to be disclosed, or (iv) generally
known to and available for use by the public other than as a result of such
Purchaser's acts or omissions to act. Notwithstanding the foregoing, in
connection with a proposed sale of securities of the Company by a Purchaser,
such Purchaser may disclose solely to a prospective purchaser such material
non-public information in its possession which is required by law, rule or
regulation to be disclosed if (a) such sale is a private transaction pursuant to
which such information will remain non-public and (b) the purchaser of such

securities agrees in writing to be bound by the provisions of this paragraph 7D.
Each Purchaser will give prompt written notice to the Company of any disclosure
by such Purchaser pursuant to (i) or (ii) above.
7E. Amendments; Consent. Except as otherwise expressly provided herein, the
provisions of this Agreement may be amended, and the Company may take any action
herein prohibited, or omit to perform any act herein required to be performed by
it, if the Company has obtained the written consent of the holders of at least a
majority of the issued and outstanding shares of Underlying Common Stock. No
course of dealing between or among the Company and the holders of Underlying
Common Stock or any delay in exercising any rights hereunder shall operate as a
wavier of any rights of any holder of Underlying Common Stock. If the Company
pays any consideration to any holder of Underlying Common Stock for such
holder's consent to any amendment, modification or waiver hereunder, the Company
shall also pay each other holder of Underlying Common Stock granting its consent
hereunder equivalent consideration computed on a pro rata basis.
7F. Survival of Representations and Warranties. All representations and
warranties contained herein or made in writing by any party in connection
herewith will survive the execution and delivery of this Agreement and the
consummation of the transactions contemplated hereby, regardless of any
investigation made by the parties or on their behalf.
7G. Successors and Assigns. Except as otherwise expressly provided herein,
all covenants and agreements in this Agreement by or on behalf of any of the
parties hereto will bind and inure to the benefit of the respective heirs,
personal representatives, successors and assigns of the parties hereto whether
so expressed or not. In addition, and whether or not any express assignment has
been made, the provisions of this Agreement which are for any Purchaser's
benefit as a purchaser or holder of shares of Underlying Common Stock are also
for the benefit of, and enforceable by, any subsequent holder of such Underlying
Common Stock. Other than by operation of law, the Company shall not make any
assignment or transfer of any of its or his rights or obligations hereunder
without the prior written consent of each of the Purchasers.
7H. Severability. Whenever possible, each provision of this Agreement will
be interpreted in such manner as to be effective and valid under applicable law,
but if any provision of this Agreement is held to be prohibited by or invalid
under applicable law, such provision will be ineffective only to the extent of
such prohibition or invalidity, without invalidating the remainder of this
Agreement.
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7I. Descriptive Headings. The descriptive headings of this Agreement are
inserted for convenience only and do not constitute a part of this Agreement.
7J. Notices. All notices, demands or other communications to be given or
delivered under or by reason of the provisions of this Agreement will be in
writing and will be deemed to have been given when delivered personally or by
telex, facsimile transmission, telegram or overnight delivery service, or 72
hours after having been mailed by certified or registered mail, return receipt
requested and postage prepaid, to the recipient. Such notices, demands and other
communications will be sent to each party at the address indicated below:
To the Company:

AV Alarm, Inc.
12801 Stemmons Freeway
Suite 821
Dallas, Texas 75234
Facsimile: (214) 484-1393
Attn: James R. Hull

To Purchasers to their addresses set forth on the Schedule of Purchasers,
With a copy to:

Jenkens & Gilchrist,
A Professional Corporation
2200 One American Center
600 Congress Avenue
Austin, Texas 78701
Facsimile: (512) 404-3520
Attn: William R. Volk

or to such other address or to the attention of such other person as the
recipient party has specified by prior written notice to the sending party.
7K. Governing Law. The construction, validity and interpretation of this
Agreement will be governed by the internal laws of the State of Texas without
giving effect to any choice of law or conflict of law provision or rule (whether
of the State of Texas or any other jurisdiction) that would cause the
application of the laws of any jurisdiction other than the State of Texas.
7L. Further Assurances. Each party to this Agreement hereby covenants and
agrees, without the necessity of any further consideration, to execute and
deliver any and all such further documents and take any and all such other

actions as may be necessary or appropriate to carry out the intent and purposes
of this Agreement and to consummate the transactions contemplated hereby.
7M. Understanding Among the Purchasers. The determination of each Purchaser
to purchase shares of Preferred Stock pursuant to this Agreement has been made
by such Purchaser independent of any other Purchaser and independent of any
statements or opinions as to the advisability of such purchase or as to the
properties, business, prospects or condition (financial or otherwise) of the
Company that may have been made or given by any other Purchaser. In addition, it
is acknowledged by each Purchaser that no Purchaser has acted as an agent of any
other Purchaser iii connection with making its investment hereunder and that no
Purchaser will
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be acting as an agent of any other Purchaser in connection with monitoring its
investment hereunder.
7N. Other Interests. Except to the extent specifically restricted under
this Agreement, it is specifically understood and agreed that any Purchaser may
at any time and from time to time engage in and possess interests in other
business ventures of any and every type and description, independently or with
others, whether such ventures are competitive with the Company and the
Subsidiaries or otherwise, and none of the Company, the Subsidiaries nor any
other Purchaser shall by virtue of this Agreement have any right, title or
interest in or to such independent ventures or to the income or profits derived
therefrom.
7O. Counterparts. This Agreement may be executed in any number of
counterparts, each of which shall be deemed an original, but all of which taken
together shall constitute one and the same instrument.
7P. Contractual Preemptive Rights. If prior to a Qualified Public Offering,
the Company shall issue any Equity Securities, each holder of Underlying Common
Stock shall be entitled to purchase the portion of such Equity Securities to be
issued necessary in order that the. aggregate shares of Common Stock and
Underlying Common Stock held by such holder constitute the same percentage of
all Common Stock (assuming, in each case, the conversion, exercise or exchange
of all outstanding Equity Securities, including outstanding Equity Securities
held by such holder) after the issuance of such Equity Securities as before the
issuance thereof; provided, however, that such preemptive right shall not apply
to (a) issuances of Equity Securities to employees of the Company as and to the
extent permitted by paragraph 4D(iv), (b) issuances of Equity Securities upon
the conversion, exercise or exchange of other Equity Securities to which the
preemptive rights granted hereunder were applicable, (c) issuances of Equity
Securities in connection with an exercise of the preemptive rights granted
hereunder, or (d) issuances of Preferred Stock pursuant to this Agreement or
issuances of Common Stock or other Equity Securities as a dividend or other
distribution with respect to the Preferred Stock or upon conversion of the
Preferred Stock. The price of securities which each holder becomes entitled to
purchase by reason hereof shall be the same price at which such securities are
offered to others. A holder of Underlying Common Stock may exercise his or its
right under this paragraph 7P to purchase Equity Securities by paying the
purchase price therefor at the principal office of the Company within 15 days
after receipt of notice from the Company (which notice by the Company shall be
given at least 20 days before the issuance of the Equity Securities) stating the
amount of Equity Securities it intends to issue and the price and
characteristics thereof. The holder shall pay such purchase price in cash or by
check; provided, however, that if the Company is indebted to such holder, the
holder shall be entitled, at the holder's sole option, to credit against the
purchase price all or any portion of the Company's indebtedness to such holder
which is then due (accrued and unpaid dividends on the Preferred Stock shall be
deemed to be indebtedness for purposes of such credit). A holder's contractual
preemptive rights hereunder shall be deemed to be exercised immediately prior to
the close of business on the day of payment of the purchase price in accordance
with the foregoing provisions, and at such time such holder shall be treated for
all purposes as the record holder of the Equity Securities, as the case may be.
As promptly as practicable (and in any event within ten days) on or after the
purchase date, the Company shall issue and deliver at its principal office a
certificate or certificates for the number of full shares or amount, whichever
is applicable, of Equity Securities together with cash for any
17
fraction of a share or portion of an Equity Security at the purchase price to
which the holder is entitled hereunder.
*

*

*
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IN WITNESS WHEREOF, the parties have executed this agreement on the day and year

first written above.
COMPANY:
AV Alarm, Inc.
By: /s/ James R. Hull
----------------------------------------James R. Hull
President
PURCHASERS:
Austin Ventures Ill-A, L.P.
By AV Partners III, L.P.,
Its General Partner
By: /s/ Blaine F. Wesner
----------------------------------------Blaine F. Wesner
Authorized Signatory
Austin Ventures Ill-B, L.P.
By AV Partners III, L.P., Its General Partner
Its General Partner
By: /s/ Blaine F. Wesner
----------------------------------------Blaine F. Wesner
Authorized Signatory
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SCHEDULE OF PURCHASERS
Series A Preferred Stock
------------------------

Name
---Austin Ventures III-A, L.P.
1300 Norwood Tower
114 West Seventh Street
Austin, TX 78701
Facsimile: (512) 476-3952
Attn: Blame F. Wesner

Shares
--------1,084,200

Purchase
Price
---------$1,084,000

Austin Ventures 111-B, L.P.
1300 Norwood Tower
114 West Seventh Street
Austin, TX 78701
Facsimile: (512) 476-3952
Attn: Blame F. Wesner

915,800

915,800

2,000,000

2,000,000

Totals
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Exhibit 10.14
AFFILIATE REGISTRATION AGREEMENT
This Registration Agreement (the "Agreement") is executed on and entered
into as of October 21, 1994, among AV Alarm, Inc., a Texas corporation (the
"Company"), and James R. Hull (the "Shareholder").
Recitals:
The Company has entered into a Stock Purchase Agreement (the "Purchase
Agreement") on this date, providing, among other things, for the purchase by
certain investors of shares of the Company's Series A Convertible Preferred
Stock, $0.01 par value (the "Preferred Stock"). Terms defined in the Purchase
Agreement and not otherwise defined herein are used herein with the same
meanings as defined in the Purchase Agreement.
The Shareholder is an affiliate of the Company and owns shares of Common
Stock, $0.01 par value, of the Company (collectively, the "Affiliate Common
Stock"). The execution and delivery of this Agreement has been agreed to by the
parties to the Purchase Agreement.
The parties agree as follows:
1. Piggyback Registrations.
(a) Right to Piggyback. If the Company proposes to register any of its
securities under the Securities Act (other than pursuant to registration solely
in connection with an employee benefit or stock ownership plan) and the
registration form to be used may be used for the registration of Affiliate
Common Stock (a "Piggyback Registration"), the Company will give prompt written
notice to all holders of Affiliate Common Stock of its intention to effect such
a registration (each a "Piggyback Notice"). Subject to subparagraph 1(c) below,
the Company will include in such registration all shares of Affiliate Common
Stock which holders of Affiliate Common Stock request the Company to include in
such registration by written notice given to the Company within 15 days after
the date of sending the Piggyback Notice.
(b) Piggyback Expenses. The Registration Expenses of the holders of
Affiliate Common Stock will be paid by the Company in all Piggyback
Registrations.
(c) Priority on Primary Registrations. If a Piggyback Registration
relates to an underwritten public offering of equity securities by the Company
and the managing underwriters advise the Company in writing that in their
opinion the number of securities requested to be included in such registration
exceeds the number which can be sold in an orderly manner in such offering
within a price range acceptable to the Company, the Company will include in such
registration (i) first, the securities proposed to be sold by the Company, (ii)
second, the Underlying Common Stock requested to be included in such
registration, pro rata among the holders of such Underlying Common Stock on the
basis of the number of shares owned by each such holder, (iii) third, securities
other than Underlying Common Stock requested to be included in such registration
by holders of Underlying Common Stock and non-Purchaser Affiliates and (iv)
fourth, other securities requested to be included in such registration.

(d) Priority on Secondary Registrations. If a Piggyback Registration
relates to an underwritten public offering of equity securities by holders of
the Company's securities and the managing underwriters advise the Company in
writing that in their opinion the number of securities requested to be included
in such registration exceeds the number which can be sold in an orderly manner
in such offering within a price range acceptable to the holders initially
requesting such registration, the Company will include in such registration (i)
first, the securities requested to be included therein by the holders requesting
such registration, (ii) second, the Underlying Common Stock requested to be
included in such registration, pro rata among the holders of such Underlying
Common Stock on the basis of the number of shares owned by each such holder,
(iii) third, the securities other than Underlying Common Stock requested to be
included in such registration by holders of Underlying Common Stock and
non-Purchaser Affiliates and (iv) fourth, other securities requested to be
included in such registration.
2. Registration Procedures. Whenever the holders of Affiliate Common Stock
have requested that any Affiliate Common Stock be registered pursuant to this
Agreement, the Company will use its best efforts consistent with legal
requirements and, in the case of an offering by the Company, prevailing market
conditions, to effect the registration and the sale of such Affiliate Common
Stock in accordance with the intended method of distribution thereof and will as
expeditiously as possible:
(i) prepare and file with the Securities and Exchange Commission
a registration statement with respect to such Affiliate Common Stock and

use its best efforts to cause such registration statement to become
effective, provided that before filing a registration statement or
prospectus or any amendments or supplements thereto, the Company will
furnish to the selling shareholders' counsel selected by the holders of a
majority of the Affiliate Common Stock covered by such registration
statement copies of all such documents proposed to be filed, which
documents will be subject to the review of such counsel;
(ii) prepare and file with the Securities and Exchange Commission
such amendments and supplements to such registration statement and the
prospectus used in connection therewith as may be necessary to keep such
registration statement effective for a period of up to six months, and
comply with the provisions of the Securities Act with respect to the
disposition of all securities covered by such registration statement during
such period in accordance with the intended methods of distribution by the
sellers thereof set forth in such registration statement;
(iii) furnish to each seller of Affiliate Common Stock such
number of copies of such registration statement, each amendment and
supplement thereto, the prospectus included in such registration statement
(including each preliminary prospectus) and such other documents as such
seller may reasonably request in order to facilitate the disposition of the
Affiliate Common Stock owned by such seller;
(iv) use its best efforts to register or qualify such Affiliate
Common Stock under such other securities or blue sky laws of such
jurisdictions as any seller reasonably requests and do any and all other
acts and things which may be reasonably necessary or advisable to enable
such seller to consummate the disposition in such
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jurisdictions of the Affiliate Common Stock owned by such seller, provided
that the Company will not be required (i) to qualify generally to do
business in any jurisdiction where it would not otherwise be required to
qualify but for this subparagraph, (ii) to subject itself to taxation in
any such jurisdiction or (iii) to consent to general service of process in
any such jurisdiction;
(v) notify each seller of such Affiliate Common Stock, at any
time when a prospectus relating thereto is required to be delivered under
the Securities Act, of the happening of any event as a result of which the
prospectus included in such registration statement contains an untrue
statement of a material fact or omits any fact necessary to make the
statements therein not misleading, and, at the request of any such seller,
the Company will prepare a supplement or amendment to such prospectus so
that, as thereafter delivered to the purchasers of such Affiliate Common
Stock, such prospectus will not contain an untrue statement of a material
fact or omit to state any fact necessary to make the statements therein not
misleading;
(vi) cause all such Affiliate Common Stock to be listed on each
securities exchange on which similar securities issued by the Company are
then listed and to be qualified for trading on each system on which similar
securities issued by the Company are from time to time qualified;
(vii) provide a transfer agent and registrar for all such
Affiliate Common Stock not later than the effective date of such
registration statement and thereafter maintain such a transfer agent and
registrar;
(viii) enter into such customary agreements (including
underwriting agreements in customary form) and take all such other actions
as the holders of a majority of the shares of Affiliate Common Stock being
sold or the underwriters, if any, reasonably request in order to expedite
or facilitate the disposition of such Affiliate Common Stock;
(ix) make available for inspection by any underwriter
participating in any disposition pursuant to such registration statement
and any attorney, accountant or other agent retained by any such
underwriter, all financial and other records, pertinent corporate documents
and properties of the Company, and cause the Company's officers, directors,
employees and independent accountants to supply all information reasonably
requested by any such underwriter, attorney, accountant or agent in
connection with such registration statement;
(x) otherwise use its best efforts to comply with all applicable
rules and regulations of the Securities and Exchange Commission, and make
available to its security holders, as soon as reasonably practicable, an
earnings statement covering the period of at least twelve months beginning
with the first day of the Company's first full calendar quarter after the
effective date of the registration statement, which earnings statement
shall satisfy the provisions of Section 11(a) of the Securities Act and
Rule 158 thereunder;
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(xi) permit any holder of Affiliate Common Stock which might be
deemed, in the sole and exclusive judgment of such holder, to be an
underwriter or a controlling person of the Company, to participate in the
preparation of such registration or comparable statement and to require the
insertion therein of material, furnished to the Company in writing, which
in the reasonable judgment of such holder and its counsel should be
included; and
(xii) in the event of the issuance of any stop order suspending
the effectiveness of a registration statement, or of any order suspending
or preventing the use of any related prospectus or suspending the
qualification of any Affiliate Common Stock included in such registration
statement for sale in any jurisdiction, the Company will use its reasonable
best efforts promptly to obtain the withdrawal of such order.
If any such registration or comparable statement refers to any holder by name or
otherwise as the holder of any securities of the Company and if, in its sole and
exclusive judgment, such holder is or might be deemed to be a controlling person
of the Company, such holder shall have the right to require (i) the inclusion in
such registration statement of language, in form and substance reasonably
satisfactory to such holder, to the effect that the holding of such securities
by such holder is not to be construed as a recommendation by such holder of the
investment quality of the Company's securities covered thereby and that such
holding does not imply that such holder will assist in meeting any future
financial requirements of the Company, or (ii) in the event that such reference
to such holder by name or otherwise is not required by the Securities Act or any
similar federal statute then in force, the deletion of the reference to such
holder, provided, that with respect to this clause (ii) such holder shall
furnish to the Company an opinion of counsel to such effect, which opinion and
counsel shall be reasonably satisfactory to the Company.
3. Registration Expenses.
(a) Definition. The term "Registration Expenses" means all expenses
incident to the Company's performance of or compliance with this Agreement,
including without limitation all registration and filing fees, fees and expenses
of compliance with securities or blue sky laws, printing expenses, messenger and
delivery expenses, fees and expenses of attorneys, accountants and other
experts, and fees and expenses of underwriters and their attorneys and experts,
other than underwriters' discounts and commissions on shares of Affiliate Common
Stock and the fees and expenses of attorneys for holders of Affiliate Common
Stock.
(b) Payment. The Company shall pay the Registration Expenses in
connection with all Piggyback Registrations.
4. Indemnification.
(a) Indemnification by the Company. The Company agrees to indemnify,
to the extent permitted by law, each holder of Affiliate Common Stock, its
officers and directors and each person who controls such holder (within the
meaning of the securities act) against all losses, claims, damages, liabilities
and expenses caused by any untrue or alleged untrue statement of material fact
contained in any registration statement, prospectus or preliminary prospectus or
any amendment thereof or supplement thereto or any omission or alleged omission
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of a material fact required to be stated therein or necessary to make the
statements therein not misleading, except insofar as the same are caused by or
contained in any information furnished in writing to the Company by such holder
expressly for use therein or by such holder's failure to deliver a copy of the
registration statement or prospectus or any amendments or supplements thereto
after the Company has furnished such holder with a sufficient number of copies
of the same. In connection with an underwritten offering, the Company will
indemnify such underwriters, their officers and directors and each person who
controls such underwriters (within the meaning of the Securities Act) to the
same extent as provided above with respect to the indemnification of the holders
of Affiliate Common Stock.
(b) Indemnification by Holders. In connection with any registration
statement in which a holder of Affiliate Common Stock is participating, each
such holder will furnish to the Company in writing such information and
affidavits as the Company reasonably requests for use in connection with any
such registration statement or prospectus and, to the extent permitted by law,
will indemnify the Company, its directors and officers and each person who
controls the Company (within the meaning of the securities act) against any
losses, claims, damages, liabilities and expenses resulting from any untrue or
alleged untrue statement of material fact contained in the registration
statement, prospectus or preliminary prospectus or any amendment thereof or

supplement thereto or any omission or alleged omission of a material fact
required to be stated therein or necessary to make the statements therein not
misleading, but only to the extent that such untrue statement or omission is
contained or should have been contained in any information or affidavit so
furnished in writing by such holder; provided, that the obligation to indemnify
will be individual to each holder and will be limited to the net amount of
proceeds received by such holder from the sale of Affiliate Common Stock
pursuant to such registration statement.
(c) Notice; Defense of Claims. Any person entitled to indemnification
hereunder will (i) give prompt written notice to the indemnifying party of any
claim with respect to which it seeks indemnification and (ii) unless in such
indemnified party's reasonable judgment a conflict of interest between such
indemnified and indemnifying parties may exist with respect to such claim,
permit such indemnifying party to assume the defense of such claim with counsel
reasonably satisfactory to the indemnified party. If such defense is assumed,
the indemnifying party will not be subject to any liability for any settlement
made by the indemnified party without its consent (but such consent will not be
unreasonably withheld). An indemnifying party who is not entitled to, or elects
not to, assume the defense of a claim will not be obligated to pay the fees and
expenses of more than one counsel for all parties indemnified by such~
indemnifying party with respect to such claim, unless in the reasonable judgment
of any indemnified party a conflict of interest may exist between such
indemnified party and any other of such indemnified parties with respect to such
claim.
(d) Survival; Contribution. The indemnification provided for under
this agreement will remain in full force and effect regardless of any
investigation made by or on behalf of the indemnified party or any officer,
director or controlling person of such indemnified party and will survive the
transfer of securities. Subject to the limitations and conditions of this
paragraph 4, the Company also agrees to make such provisions as are reasonably
requested by any indemnified party for contribution to such party in the event
the Company's indemnification provided herein is unavailable for any reason.
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5. Participation in Underwritten Registrations. No Person may participate
in any registration hereunder which is underwritten unless such Person (i)
agrees to sell such Person's securities on the basis provided in any
underwriting arrangements approved by the Person or Persons entitled hereunder
to approve such arrangements, and (ii) completes and executes all
questionnaires, powers of attorney, indemnities, underwriting agreements and
other documents required under the terms of such underwriting arrangements;
provided, that no holder of Underlying Common Stock or Affiliate Common Stock
included in any underwritten registration shall be required to make any
representations or warranties to the Company or the underwriters other than
representations and warranties regarding such holder and such holder's intended
method of distribution and a Statement to the effect that nothing has come to
the attention of such holder that would lead such holder to believe that the
registration statement or the prospectus included therein contained any untrue
statement of a material fact or omitted to state a material fact required to be
stated therein in order to make the statements contained therein, in light of
the circumstances under which they were made, not misleading.
6. Miscellaneous.
(a) No Inconsistent Agreements. The Company will not hereafter enter
into any agreement with respect to its securities which is inconsistent with or
violates the rights granted to the holders of Affiliate Common Stock in this
agreement.
(b) Adjustments Affecting Affiliate Common Stock. The Company will not
take any action, or permit any change to occur, with respect to its securities
for the purpose of materially and adversely affecting the ability of the holders
of Affiliate Common Stock to include such Affiliate Common Stock in a
registration undertaken pursuant to this Agreement or materially and adversely
affecting the marketability of such Affiliate Common Stock in any such
registration (including, without limitation, effecting a stock split or a
combination of shares), provided that this subparagraph (b) shall not apply to
actions or changes with respect to the Company's business, earnings or revenues
where the effect of such actions or changes on the Affiliate Common Stock is
merely incidental.
(c) Notices. All notices, demands or other communications to be given
or delivered under or by reason of the provisions of this Agreement will be in
writing and will be deemed to have been given when delivered personally or by
telex, facsimile transmission, telegram or overnight delivery service, or 72
hours after having been mailed by certified or registered mail, return receipt
requested and postage prepaid, to the recipient. Such notices, demands and other
communications will be sent to each party at the address indicated below:
If to the Company:

AV Alarm, Inc.
12801 Stemmons Freeway

Suite 821
Dallas, Texas 75234
Facsimile: (214) 484-1393
Attn: James R. Hull
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with a copy to:

Glast, Phillips & Murray
2200 One Galleria Tower
13355 Noel Road LB48
Dallas, TX 75240
Facsimile: (214) 419-8329
Attn: Michael Parsons

and to the Shareholder, to the address set forth opposite his name on the
signature page of this Agreement, or to such other address or to the attention
of such other Person as the recipient party has specified by prior written
notice to the sending party.
(d) Remedies. Any Person having rights under any provision of this
Agreement will be entitled to enforce such rights specifically to recover
damages caused by reason of any breach of any provision of this Agreement and to
exercise all other rights granted by law. The parties hereto agree and
acknowledge that money damages may not be an adequate remedy for any breach of
the provisions of this Agreement and that any party may in its sole discretion
apply to any court of law or equity of competent jurisdiction (without posting
any bond or other security) for specific performance and for other injunctive
relief in order to enforce or prevent violation of the provisions of this
Agreement.
(e) Amendments and Waivers. Except as otherwise provided herein, no
amendment, modification, termination or cancellation of this Agreement shall be
effective unless made in writing signed by the Company and the holders of a
majority of the then outstanding shares of Affiliate Common Stock.
(f) Successors and Assigns. The rights of the parties under this
Agreement shall inure to the benefit of, and this Agreement shall be binding
upon, the successors and assigns of the parties hereto. In addition, whether or
not any express assignment has been made, the provisions of this Agreement which
are for the benefit of the holders of Underlying Common Stock or holders of
Affiliate Common Stock are also for the benefit of, and enforceable by and
against, any subsequent holder of Affiliate Common Stock.
(g) Severability. If any provision of this Agreement shall be held to
be illegal, invalid or unenforceable under any applicable law, then such
contravention or invalidity shall not invalidate the entire Agreement. Such
provision shall be deemed to be modified to the extent necessary to render it
legal, valid and enforceable, and if no such modification shall render it legal,
valid and enforceable, then this Agreement shall be construed as if not
containing the provision held to be invalid, and the rights and obligations of
the parties shall be construed and enforced accordingly.
(h) Complete Agreement. This Agreement, those documents expressly
referred to herein, and other documents of even date herewith embody the
complete agreement and understanding among the parties and supersede and preempt
any prior understandings, agreements or representations by or among the parties,
written or oral, which may have related to the subject matter hereof in any way.
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(i) Descriptive Headings. The descriptive headings of this Agreement
are inserted for convenience only and do not constitute a part of this
Agreement.
(j) Governing Law. The construction, validity and interpretation of
this Agreement will be governed by and construed in accordance with the domestic
laws of the State of Texas, without giving effect to any choice of law or
conflict of law provision or rule (whether of the State of Texas or any other
jurisdiction) that would cause the application of the laws of any jurisdiction
other than the State of Texas.
(k) Further Assurances. Each party to this Agreement hereby covenants
and agrees, without the necessity of any further consideration, to execute and
deliver any and all such further documents and take any and all such other
actions as may be necessary or appropriate to carry out the intent and purposes
of this Agreement and to consummate the transactions contemplated hereby.
(l) Counterparts. This Agreement may be executed in any number of
counterparts and by different parties hereto in separate counterparts, with the
same effect as if all parties had signed the same document. All such
counterparts shall be deemed an original, shall be construed together and shall
constitute one and the same instrument.

(m) Third Party Beneficiaries. The parties to this Agreement
acknowledge that holders of Underlying Common Stock are third party
beneficiaries of this Agreement and shall have the right to enforce the
registration and other rights granted to them herein.
(n) Other Registration Rights. The Shareholder acknowledges that
holders of Underlying Common Stock of the Company have certain registration
rights with respect to shares of Common Stock held by them, and the Shareholder
hereby consents to such registration rights.
(o) Termination. This Agreement shall terminate on October 20, 2004.
* * *
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IN WITNESS WHEREOF, the parties hereto have executed this Agreement as of
the date first written above.
COMPANY:
AV Alarm, Inc.
By: /s/ James R. Hull
-----------------------------------James R. Hull,
President
SHAREHOLDER:
/s/ James R. Hull
---------------------------------------James R. Hull
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Exhibit 10.15
AMENDMENT TO AFFILIATE REGISTRATION AGREEMENT
This Amendment (the "Amendment") is executed on and entered into as of
November 10, 1994 among AV Alarm, Inc., a Texas corporation (the "Company") and
James R. Hull (the "Shareholder").
Recitals:
The Company and the Shareholder have entered into an Affiliate Registration
Agreement (the "Registration Agreement") dated as of October 21, 1994. The
Company desires to enter into Warrant Agreement (the "Warrant Agreement") with
Heller Financial, Inc., a Delaware corporation ("Heller"). The Company desires
to grant certain registration rights to the holders of warrants granted pursuant
to the Warrant Agreement. The Company and the Shareholder desire to amend
certain provisions in the Registration Agreement.
The parties agree as follows:
1. Amendments. Paragraphs 1(c) and 1(d) of the Registration Agreement are
hereby amended to read in its entirety as follows:
"(c) Priority on Primary Registrations. If a Piggyback
Registration relates to an underwritten public offering of equity
securities by the Company and the managing underwriters advise the
Company in writing that in their opinion the number of securities
requested to be included in such registration exceeds the number which
can be sold in an orderly manner in such offering within a price range
acceptable to the Company, the Company will include in such
registration (i) first, the securities proposed to be sold by the
Company, (ii) second, the Issued Warrant Shares (as defined in the
Warrant Agreement), (iii) third, the Underlying Common Stock requested
to be included in such registration, pro rata among the holders of
such Underlying Common Stock on the basis of the number of shares
owned by each such holder, (iv) fourth, securities other than
Underlying Common Stock requested to be included in such registration
by holders of Underlying Common Stock and non-Purchaser Affiliates,
and (v) fifth, other securities requested to be included in such
registration.
(d) Priority on Secondary Registrations. If a Piggyback
Registration relates to an underwritten public offering of equity
securities by holders of the Company's securities and the managing
underwriters advise the Company in writing that in their opinion the
number of securities requested to be included in such registration
exceeds the number which can be sold in an orderly manner in such
offering within a price range acceptable to the holders initially
requesting such registration, the Company will include in such
registration (i) first, the Issued Warrant Shares, (ii) second, the
securities requested to be included therein by the holders requesting
such registration, (iii) third, the Underlying Common Stock requested
to be included in such registration, pro rata among the holders of
such Underlying Common Stock on the basis of the number of shares
owned by each such holder, (iv) fourth, securities other than
Underlying Common Stock

requested to be included in such registration by holders of Underlying
Common Stock and non-Purchaser Affiliates, and (v) fifth, other
securities requested to be included in such registration."
All other provisions of the Registration Agreement shall remain in full force
and effect and shall not be deemed altered or amended by reason of any provision
of this Amendment.
2. Miscellaneous.
(a) Descriptive Headings. The descriptive headings of this Amendment are
inserted for convenience only and do not constitute a part of this Amendment.
(b) Governing Law. The construction, validity and interpretation of this
Amendment will be governed by and construed in accordance with the domestic laws
of the State of Texas, without giving effect to any choice of law or conflict of
law provision or rule (whether of the State of Texas or any other jurisdiction)
that would cause the application of the laws of any jurisdiction other than the
State of Texas.
Counterparts. This Amendment may be executed in any number of counterparts and
by different parties hereto in separate counterparts, with the same effect as if
all parties had signed the same document. All such counterparts shall be deemed
an original, shall be construed together and shall constitute one and the same
instrument.

* * *
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COMPANY:
AV Alarm, Inc.
By: /s/ James R. Hull
-----------------------------------James R. Hull,
President
PURCHASERS:
Austin Ventures III-A, L.P.
By AV Partners III, L.P.
Its General Partner
By:
-----------------------------------Blaine F. Wesner,
Authorized Signatory
Austin Ventures III-B, L.P.
By AV Partners III, L.P.
Its General Partner
By:
-----------------------------------Blaine F. Wesner,
Authorized Signatory
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COMPANY:
AV Alarm, Inc.
By:
-----------------------James R. Hull,
President
PURCHASERS:
Austin Ventures III-A, L.P.
By AV Partners III, L.P.
Its General Partner
By: /s/ Blaine F. Wesner
-----------------------Blaine F. Wesner,
Authorized Signatory
Austin Ventures III-B, L.P.
By AV Partners III, L.P.
Its General Partner
By: /s/ Blaine F. Wesner
-----------------------Blaine F. Wesner,
Authorized Signatory
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Exhibit 10.16
THIRD AMENDED AND RESTATED CO-SALE AGREEMENT
This Third Amended and Restated Co-Sale Agreement (the "Agreement") is
entered into as of January 18, 2002 by and among Monitronics International,
Inc., a Texas corporation (the "Company"), the holders of Preferred Stock listed
on the Schedule of Preferred Holders attached hereto (the "Preferred Holders"),
the holders of Common Stock Purchase Warrants listed on the Schedule of Warrant
Holders attached hereto (the "Warrant Holders," and collectively with the
Preferred Holders, the "Purchasers"), the holders of Common Stock listed on the
Schedule of Common Shareholders attached hereto (the "Common Shareholders," and,
together with the Purchasers and such other parties as may from time to time
become parties hereto, the "Shareholders").
Recitals
The Company and certain of the Preferred Holders are parties to a Stock
Purchase Agreement, dated as of October 21, 1994, as amended by that certain
Amendment No. 1 to Stock Purchase Agreement, dated as of November 10, 1994, that
certain Amendment No. 2 to Stock Purchase Agreement, dated as of May 10, 1996,
that certain Amendment Agreement, dated as of November 22, 1996 (the "First
Amendment Agreement"), that certain Second Amendment Agreement, dated as of May
19, 1997 (the "Second Amendment Agreement"), that certain Transfer, Assignment
and Assumption Agreement and Third Amendment Agreement, dated as of January 1,
1998 (the "Third Amendment Agreement"), that certain Consent to Various Actions
under Various Documents, dated as of May 13, 1998, that certain Consent to
Various Actions under Various Documents and Amendment to Stock Purchase
Agreement, dated as of January 6, 1999, that certain Sixth Amendment Agreement
dated as of April 27, 2001 (the "Sixth Amendment Agreement") and that certain
Seventh Amendment Agreement dated as of January 18, 2002 (the "Seventh Amendment
Agreement") (as so amended, the "Series A Purchase Agreement"), providing, among
other things, for the purchase by such Preferred Holders of 4,000,000 shares of
Series A Preferred Stock of the Company.
The Company and certain of the Warrant Holders are parties to a Senior
Subordinated Note and Warrant Purchase Agreement, dated as of May 10, 1996, as
supplemented and modified by (i) the Senior Subordinated Note and Warrant
Purchase Agreement, dated as of November 22, 1996, and (ii) the Senior
Subordinated Note and Warrant Purchase Agreement, dated as of May 19, 1997, as
amended by that certain Amendment, dated as of March 13, 1998, that certain
Second Amendment, dated as of January 13, 1999, that certain Termination of Put
Rights, dated as of June 15, 1998, that certain Third Amendment, dated as of
March 9, 1999, and that certain Fourth Amendment, dated as of February 4, 2000,
(iii) the Sixth Amendment Agreement and (iv) the Seventh Amendment Agreement (as
so supplemented and modified, the "Note Agreement"), providing, among other
things, for the purchase by such Warrant Holders of warrants (the "Mezzanine
Warrants") to acquire up to 569,757 shares (subject to adjustment as provided in
such Warrants) of Class A Common Stock of the Company.
The Company and certain of the Preferred Holders are parties to a Series B
Preferred Stock Purchase Agreement, dated as of May 19, 1997, as amended by the
Third Amendment Agreement, that certain Termination of Put Rights, dated as of
June 15, 1998 and the Seventh Amendment Agreement (as so amended, the "Series B
Purchase Agreement"), providing, among
other things, for the purchase by such Preferred Holders of 5,000,000 shares of
Series B Preferred Stock and warrants (the "Preferred B Warrants") to acquire up
to 961,700 shares (subject to adjustment as provided in such Warrants) of Class
A Common Stock of the Company.
The Company and certain of the Preferred Holders are parties to a Series C
Preferred Stock Purchase Agreement, dated as of February 22, 1999, providing,
among other things, for the purchase by certain Preferred Holders of 1,409,375
shares of Series C Preferred Stock of the Company.
The Company and certain of the Preferred Holders are parties to a Series C
Preferred Stock Exchange Agreement, dated as of April 27, 2001, providing, among
other things, for the exchange by certain Preferred Holders of 1,409,375 shares
of Series C Preferred Stock of the Company for 1,409,375 shares of Series C
Preferred Stock and 251,420 shares of Series C-1 Preferred Stock of the Company.
The Company and certain of the Preferred Holders have entered into a Series
D-1 Preferred Stock Purchase Agreement, dated as of April 27, 2001, as amended
by that certain First Amendment to Series D-1 Preferred Stock Purchase
Agreement, dated as of January 18, 2002 (the "Series D-1 Purchase Agreement"),
providing, among other things, for the purchase by certain Preferred Holders of
up to 70,000 shares of Series D-1 Preferred Stock.
The Company and certain of the Warrant Holders are parties to a
Subordinated Note and Warrant Purchase Agreement, dated as of January 18, 2002
("2001 Note Agreement"), providing, among other things, for the purchase by such
Warrant Holder of warrants (the "2001 Warrants" and, together with the Mezzanine

Warrants and the Preferred B Warrants, the "Warrants") to acquire up to
1,133,328 shares (subject to adjustment as provided in such Warrants) of Class A
Common Stock of the Company.
The Company, the Preferred Holders referred to therein, the Warrant Holders
referred to therein and each Common Shareholder are parties to a Second Amended
and Restated Co-Sale Agreement, dated as of April 27, 2001(as amended, the
"Second Amended and Restated Co-Sale Agreement").
The parties hereto are, concurrently herewith, entering into a Fourth
Amended and Restated Shareholders Agreement, dated as of the date hereof (as in
effect from time to time, the "Shareholders Agreement").
The parties hereto desire to amend and restate the Second Amended and
Restated Co-Sale Agreement in its entirety in order to facilitate the
transactions contemplated by the 2001 Note Agreement.
Capitalized terms not defined elsewhere herein shall have the respective
meanings assigned to them in the Shareholders Agreement.
The parties hereto agree that the Second Amended and Restated Co-Sale
Agreement shall be amended and restated in its entirety by this Agreement, and
the parties further agree as follows:
2
1.

Co-Sale Provisions.

1A. Co-Sale Right. Subject to Paragraph 1C of this Agreement, whenever and
as often as any party hereto (a "Selling Shareholder") desires to sell any
Series A Preferred Stock, Series C Preferred Stock, Warrant Shares or Common
Stock ("Triggering Securities"), the Selling Shareholder shall give written
notice (the "Selling Shareholder Notice") to each other party hereto that is a
holder of Company Securities and each Permitted Transferee thereof that is a
holder of Company Securities (each, an "Offeree Shareholder") to such effect,
enclosing a copy of the written offer (or, if no written offer exists, a
detailed written summary of such unwritten offer) specifying the number and type
of Triggering Securities which the Selling Shareholder desires to sell (and, in
the case of Triggering Securities other than Common Stock, the number of shares
of Common Stock such Triggering Securities are convertible into, or exercisable
or exchangeable for), the name of the Person(s) to whom the Selling Shareholder
desires to make such sale and the purchase price per share of Triggering
Securities which has been offered in connection with such offer. Each Offeree
Shareholder shall have the right, at such Offeree Shareholder's option, either
to (a) exercise its rights, if any, under Paragraph 2B of the Shareholders
Agreement (if such Paragraph 2B applies to such sale) or (b) to participate in
the sale to the prospective purchaser pursuant to this Paragraph 1 (the "Co-Sale
Right").
1B. Exercise of Co-Sale Right. An Offeree Shareholder may exercise his or
its Co-Sale Right by giving written notice (the "Offeree Shareholder Notice") to
the Selling Shareholder within 20 days after the receipt of the Selling
Shareholder Notice. If any Offeree Shareholder exercises his or its Co-Sale
Right, the Selling Shareholder shall arrange for the sale to the prospective
purchaser of up to a quantity of Company Securities (including, in the case of a
sale of Common Stock or Company Securities convertible into, or exercisable or
exchangeable for, Common Stock, shares of Common Stock issuable upon the
conversion, exercise or exchange of such Company Securities) of each Offeree
Shareholder delivering an Offeree Shareholder Notice which bears the same
proportion to the total number of shares of Common Stock (on a fully-diluted
basis) owned by such Offeree Shareholder as the number of shares of Common Stock
(on a fully-diluted basis) being sold by the Selling Shareholder bears to the
total number of shares of Common Stock (on a fully-diluted basis) owned by the
Selling Shareholder, at the purchase price per share and on the terms and
conditions specified in the Selling Shareholder Notice. For purposes of this
Paragraph 1B:
(a) if the Selling Shareholder proposes to sell only Common Stock, an
Offeree Shareholder may elect to sell (i) Common Stock (1) held by such Offeree
Shareholder and/or (2) issuable to such Offeree Shareholder upon the conversion,
exercise or exchange of other Company Securities held by such Offeree
Shareholder, at the purchase price per share specified for the Common Stock in
the Selling Shareholder Notice, and/or (ii) Company Securities held by such
Offeree Shareholder which are convertible into, or exercisable or exchangeable
for, Common Stock, at the purchase price per share of Common Stock specified in
the Selling Shareholder Notice multiplied by the number of shares of Common
Stock into which a share of such Company Securities are then convertible into,
or exercisable or exchangeable for;
(b) if the Selling Shareholder proposes to sell only Preferred Stock,
an Offeree Shareholder may elect to sell (i) Preferred Stock of the same series
as that being sold by the Selling Shareholder held by such Offeree Shareholder,
at the purchase price per share specified
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for the Preferred Stock in the Selling Shareholder Notice and/or (ii) Common
Stock (1) held by such Offeree Shareholder and/or (2) issuable to such Offeree
Shareholder upon the conversion, exercise or exchange of other Company
Securities held by such Offeree Shareholder, at a price determined by dividing
(A) (x) the purchase price per share of the Preferred Stock specified in the
Selling Shareholder Notice minus (y) if the Preferred Stock to be sold by the
Selling Shareholder is Series A Preferred Stock, the Series A Liquidation Value
(as defined in the Articles of Incorporation) per share of the Series A
Preferred Stock as of the date of the sale by (B) the number of shares of Common
Stock into which a share of the Preferred Stock to be sold by the Selling
Shareholder is then convertible; and
(c) if the Selling Shareholder proposes to sell Preferred Stock and
Common Stock, an Offeree Shareholder may elect to sell (i) Preferred Stock of
the same series as that being sold by the Selling Shareholder held by such
Offeree Shareholder at the purchase price per share specified for the Preferred
Stock in the Selling Shareholder Notice and/or (ii) Common Stock (1) held by
such Offeree Shareholder and/or (2) issuable to such Offeree Shareholder upon
the conversion, exercise or exchange of Company Securities held by such Offeree
Shareholder, at a price determined by dividing (A) (x) the purchase price per
share of the Preferred Stock specified in the Selling Shareholder Notice minus
(y) if the Preferred Stock to be sold by the Selling Shareholder is Series A
Preferred Stock, the Series A Liquidation Value (as defined in the Articles of
Incorporation) per share of the Series A Preferred Stock as of the date of the
sale by (B) the number of shares of Common Stock into which a share of the
Preferred Stock to be sold by the Selling Shareholder is then convertible;
provided, that the reduction described in clause (A)(y) above will apply only to
a proportion of the Common Stock to be included by an Offeree Shareholder that
is equal to the proportion that the Series A Preferred Stock (on an as-converted
basis), to be included by the Selling Shareholder bears to the total quantity of
Common Stock and Preferred Stock (on an as-converted basis) to be included by
the Selling Shareholder.
1C. Immediate Vesting of Company Securities; Excluded Transactions. For
purposes of this Part 1, Company Securities that are convertible into, or
exercisable or exchangeable for, Common Stock, at such Offeree Shareholder's
option, shall vest immediately prior to the closing of the sale of the shares of
Company Securities by the Selling Shareholder pursuant to this Part 1 so that
such shares may be issued and sold hereunder by such Offeree Shareholder and
shall be considered issued and outstanding for purposes of making the above
calculations. The Co-Sale Right shall not apply to (a) the repurchase or
redemption by the Company of any Company Securities, (b) any event which is a
"liquidation" (as defined in the Articles of Incorporation), (c) transfers of
Company Securities to any Permitted Transferee, provided such Permitted
Transferee complies with the provisions of Paragraph 1D(ii) of this Agreement,
(d) a pledge of Company Securities to the Lenders as acknowledged by the parties
hereto pursuant to Paragraph 5M of the Shareholders Agreement, (e) transfers of
Preferred B Warrant Shares, provided such Preferred B Warrant Shares are
transferred as part of a transaction in which not less than a proportional
amount of the shares of Series B Preferred Stock held by the transferring holder
and its Affiliates are also transferred or (f) transfers of shares of Series D
Underlying Common Stock, provided such shares of Series D Underlying Common
Stock are transferred as part of a transaction in which not less than a
proportional amount of the shares of Series D-2 Preferred Stock held by the
transferring holder and its Affiliates are also transferred.
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1D. Purchasers or Transferees of Capital Stock. Except as otherwise
specifically provided herein, any transferee or other Person who shall acquire
(either voluntarily or involuntarily, by operation of law or otherwise) any
shares of Company Securities that were originally held by a party to this
Agreement shall be bound by, and shall have the benefit of, all the terms and
conditions of this Agreement to the same extent as such party. The Company shall
not effect any such transfer of Company Securities until: (i) it has received
evidence satisfactory to it that all of the provisions of this Agreement
applicable to such transfer have been complied with and (ii) each transferee or
other Person (and such transferee's or other Person's spouse) of such Company
Securities has executed an addendum agreement with the parties hereto in the
form of Exhibit A attached hereto, agreeing to be bound hereby. Each transferee
of, or other Person acquiring, Company Securities shall take such Company
Securities subject to, and be fully bound by, this Agreement with the same
effect as if it were a party hereto, with those rights and obligations hereunder
expressly provided herein.
2.

General Provisions.
2A. Legends on Certificates.

(a) During the term of this Agreement, the Company shall affix to each
certificate issued on or after the date hereof to a party hereto and evidencing

Triggering Securities, a legend in substantially the following form:
"THE SECURITIES REPRESENTED BY THIS CERTIFICATE AND THE SALE,
ASSIGNMENT, TRANSFER, PLEDGE OR OTHER DISPOSITION THEREOF ARE SUBJECT
TO CERTAIN RESTRICTIONS AND AGREEMENTS CONTAINED IN A THIRD AMENDED
AND RESTATED CO-SALE AGREEMENT DATED AS OF JANUARY 18, 2002 AMONG THE
COMPANY AND CERTAIN SHAREHOLDERS AND WARRANT HOLDERS. A COPY OF THE
CO-SALE AGREEMENT AND ALL APPLICABLE AMENDMENTS THERETO WILL BE
FURNISHED BY THE COMPANY TO THE RECORD HOLDER OF THIS CERTIFICATE
WITHOUT CHARGE UPON WRITTEN REQUEST TO THE COMPANY AT ITS PRINCIPAL
PLACE OF BUSINESS OR REGISTERED OFFICE."
(b) During the term of this Agreement, the Company shall not effect
any transfer of Triggering Securities evidenced by a certificate issued prior to
the date hereof and held by any party to this Agreement until it has advised the
proposed transferee of such Triggering Securities that such Triggering
Securities are subject to the restrictions on transfer set forth in this
Agreement and provided such proposed transferee with a copy of this Agreement
and any applicable amendments. The Company shall make a notation on its records
and give instructions to any transfer agent of the Company Securities in order
to implement the restrictions on transfer established in this Agreement.
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2B. Termination; Amendment and Waiver.
(a) This Agreement shall terminate upon the earlier to occur of (i)
the written agreement of (A) the holders of at least 66 2/3% of the Series A
Underlying Common Stock then outstanding, (B) the holders of at least 66 2/3% of
the Warrant Shares (other than the 2001 Warrant Shares), (C) the holders of at
least 66 2/3% of the Series C Underlying Common Stock then outstanding, (D) the
holders of at least 66 2/3% of the Series D Underlying Common Stock then
outstanding, and (E) the holders of at least 66 2/3% of the 2001 Warrant Shares
then outstanding, (ii) the acquisition by a single purchaser of all of the
issued and outstanding shares of the Preferred Stock, Underlying Common Stock,
Common Stock, Warrants and Warrant Shares or (iii) the closing of a Qualified
Public Offering.
(b) No amendment, modification or waiver of this Agreement or any
provision hereof shall be effective unless made by the written agreement of (A)
the holders of at least 66 2/3% of the Series A Underlying Common Stock then
outstanding, (B) the holders of at least 66 2/3% of the Warrant Shares (other
than the 2001 Warrant Shares), (C) the holders of at least 66 2/3% of the Series
C Underlying Common Stock then outstanding, (D) the holders of at least 66 2/3%
of the Series D Underlying Common Stock then outstanding, and (E) the holders of
at least 66 2/3% of the 2001 Warrant Shares then outstanding.
2C. Notices. All notices, demands or other communications to be given or
delivered under or by reason of the provisions of this Agreement will be in
writing and will be deemed to have been given when delivered personally or by
cable, telex, facsimile transmission, telegram or overnight delivery service, or
72 hours after having been mailed by certified or registered mail, return
receipt requested and postage prepaid, to the recipient. Such notices, demands
and other communications will be sent to each party at the address indicated
below:
To the Company:

Monitronics International, Inc.
12801 Stemmons Freeway
Suite 821
Dallas, TX 75234
Facsimile: (972) 919-1985
Attn: James R. Hull

With a copy to:

Vinson & Elkins L.L.P.
2001 Ross Avenue
Suite 3700
Dallas, TX 75201
Facsimile: (214) 999-7714
Attn: Christine Hathaway

To Preferred Holders or Warrant Holders to their addresses set forth on the
Schedule of Preferred Holders or Warrant Holders, as the case may be,
6
With a copy to:

If to Austin Ventures:
Vinson & Elkins L.L.P.
600 Congress Avenue
Suite 2700
Austin, TX 78701
Facsimile: (512) 236-3450
Attn: William R. Volk

and
If to Windward:
Skadden, Arps, Slate, Meagher & Flom LLP
Four Times Square
New York, NY 10036
Facsimile: (212) 735-2000
Attn: Howard L. Ellin
and
If to ABRY:
Kirkland & Ellis
153 East 53rd Street
New York, NY 10022
Facsimile: (212) 446-4900
Attn: John L. Kuehn
and
If to CRL:
Testa, Hurwitz & Thibeault, LLP
125 High Street
Boston, MA 02110
Facsimile: (617) 248-7100
Attn: Andrew E. Taylor, Jr.
and
If to The Northwestern Mutual Life Insurance Company:
Schiff Hardin & Waite
6600 Sears Tower
Chicago, IL 60606
Facsimile: (312) 258-5600
Attn: Andrew A. Kling
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To the Common Shareholders, to their addresses set forth on the Schedule of
Common Shareholders, or to such other address or to the attention of such other
Person as the recipient party has specified by prior written notice to the
sending party.
2D. Governing Law. The construction, validity and interpretation of this
Agreement will be governed by the internal laws of the State of Texas without
giving effect to any choice of law or conflict of law provision or rule (whether
of the State of Texas or any other jurisdiction) that would cause the
application of the laws of any jurisdiction other than the State of Texas.
2E. Entire Agreement. This Agreement and the addendum, exhibits and
schedules hereto embody the entire agreement and understanding between the
parties hereto with respect to the subject matter hereof and supersedes all
prior agreements and understandings relating to such subject matter.
2F. Further Assurances. Each party to this Agreement hereby covenants and
agrees, without the necessity of any further consideration, to execute and
deliver any and all such further documents and take any and all such other
actions as may be necessary or appropriate to carry out the intent and purposes
of this Agreement and to consummate the transactions contemplated herein.
2G. Counterparts. This Agreement may be executed in one or more
counterparts, each of which shall be deemed an original, but all of which shall
be one and the same document.
2H. Reorganization. The provisions of this Agreement shall apply to any
shares of Equity Securities resulting from any stock split or reverse stock
split, stock dividend, reclassification, subdivision, consolidation or
reorganization of any shares of Company Securities and to any shares of Company
Securities or shares of Equity Securities of any successor company which may be
received by any of the parties hereto by virtue of their respective ownership of
any shares of Company Securities.
2I. Descriptive Headings. The descriptive headings of this Agreement are
inserted for convenience only and do not constitute a part of this Agreement.
2J. Severability. Whenever possible, each provision of this Agreement will
be interpreted in such manner as to be effective and valid under applicable law,
but if any provision of this Agreement is held to be prohibited by or invalid
under applicable law, such provision will be ineffective only to the extent of
such prohibition or invalidity, without invalidating the remainder of this
Agreement.
2K. Binding Effect. Except as otherwise expressly provided herein, all
covenants and agreements in this Agreement by or on behalf of any of the parties

hereto will bind and inure to the benefit of the respective heirs, personal
representatives, successors and assigns of the parties hereto whether so
expressed or not. In addition, and whether or not any express assignment has
been made, unless expressly provided otherwise, the provisions of this Agreement
which are for (i) any Purchaser's benefit as a purchaser or holder of shares of
Underlying Common Stock are also for the benefit of, and enforceable by, any
subsequent holder of such Underlying Common Stock and (ii) any Warrant Holder's
benefit as a purchaser or holder of Warrants and/or Warrant Shares are also for
the benefit of, and enforceable by, any subsequent holder of such Warrants
8
and/or Warrant Shares. Except as provided in this Paragraph 2K, for assignments
of rights and obligations to a transferee of shares of Company Securities or by
operation of law, no party hereto shall make any assignment or transfer of any
of its rights or obligations hereunder without the prior written consent of each
of the other parties hereto, unless such assignment or transfer is to a
Permitted Transferee of such party.
2L. Exception for Pledge. The parties acknowledge that pursuant to the
terms of a (a) Third Amended and Restated Pledge Agreement, dated as of January
13, 1999, as amended to date (the "Pledge Agreement"), by and between Austin
Ventures III, Austin Ventures V, Capital Resource Lenders II, L.P. ("CRL"), Hull
Family Limited Partnership, Robert Sherman, individually, Michael Gregory,
individually, Michael Meyers, individually, and Stephen Hedrick, individually
(collectively, the "Pledgors") and Canadian Imperial Bank of Commerce, as
Administrative Agent, State Street Bank and Trust Company, for itself and as
Documentation and Collateral Agent (the "Secured Party"), CIBC, Inc., Heller
Financial, Inc., Chase Bank of Texas, National Association, Union Bank of Texas,
N.A., Wells Fargo Bank (Texas) National Association, LaSalle National Bank and
BankBoston, N.A. (collectively, the "Lenders"), (b) Pledge Agreement, dated as
of April 27, 2001, as amended to date (the "ABRY/Windward/CRL Pledge
Agreement"), by and between ABRY, Windward, CRL and the Lenders and (c) Pledge
Agreement, dated as of January 18, 2002 (the "NML Pledge Agreement"), by and
between The Northwestern Mutual Life Insurance Company ("NML") and the Lenders,
certain Company Securities, as identified on Schedule I to the Pledge Agreement,
the ABRY/Windward/CRL Pledge Agreement and the NML Pledge Agreement
(collectively, the "Pledged Securities"), have been pledged by the Pledgors,
ABRY, Windward, CRL and NML to the Secured Party for the benefit of the Lenders.
The parties hereto acknowledge and consent to such pledge of the Pledged
Securities and, notwithstanding any provision in this Agreement to the contrary,
hereby agree that any purchaser of such Pledged Securities, including the
Lenders, who acquires the Pledged Securities pursuant to the terms of the Pledge
Agreement, the ABRY/Windward/CRL Pledge Agreement and the NML Pledge Agreement
shall take the Pledged Securities free and clear of all terms of this Agreement
and neither such Persons nor such Pledged Securities shall thereafter be subject
to any term or condition of this Agreement.
* * * *
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IN WITNESS WHEREOF, the parties have executed this Agreement as of the date
first above written.
COMPANY:
MONITRONICS INTERNATIONAL, INC.
By: /s/ James R. Hull
-----------------------------------James R. Hull,
President
PURCHASERS:
AUSTIN VENTURES III-A, L.P.
By: AV Partners III, L.P.,
Its General Partner
By: /s/ Blaine F. Wesner
-------------------------------Blaine F. Wesner,
Authorized Signatory
AUSTIN VENTURES III-B, L.P.

By: AV Partners III, L.P.,
Its General Partner
By: /s/ Blaine F. Wesner
-------------------------------Blaine F. Wesner,
Authorized Signatory
AUSTIN VENTURES V, L.P.
By: AV Partners V, L.P.,
Its General Partner
By: /s/ Blaine F. Wesner
-------------------------------Blaine F. Wesner,
General Partner
AUSTIN VENTURES V AFFILIATES FUND, L.P.
By: AV Partners V, L.P.,
Its General Partner
By: /s/ Blaine F. Wesner
-------------------------------Blaine F. Wesner,
General Partner
CAPITAL RESOURCE LENDERS II, L.P.
By: Capital Resource Partners II, L.P.,
Its General Partner
By: /s/ Stephen M. Jenks
-------------------------------General Partner
WINDWARD CAPITAL PARTNERS II, L.P.
By: Windward Capital GP II, LLC,
Its General Partner
By: /s/ Peter S. Macdonald
-----------------------------------Peter S. Macdonald,
Managing Member
WINDWARD CAPITAL LP II, LLC
By: /s/ Peter S. Macdonald
-----------------------------------Peter S. Macdonald,
Managing Member
ABRY PARTNERS IV, L.P.
By: ABRY Capital Partners, L.P.,
Its General Partner
By: ABRY Capital Partners, LLC,
Its General Partner
By /s/ illegible signature
----------------------------Name:

Title: Authorized Agent
ABRY INVESTMENT PARTNERSHIP, L.P.
By: ABRY Investment GP, LLC,
Its General Partner
By: /s/ illegible signature
-------------------------------Name:
Title: Authorized Agent
THE NORTHWESTERN MUTUAL LIFE
INSURANCE COMPANY
By: /s/ Jeffrey J. Lueken
-----------------------------------Name:
Title: Authorized Agent
COMMON SHAREHOLDERS:
HULL FAMILY LIMITED PARTNERSHIP, L.P.
By: James R. Hull Management Trust,
Its General Partner
By: /s/ James. R. Hull
-------------------------------James R. Hull, Trustee
/s/ Robert N. Sherman
---------------------------------------Robert N. Sherman
EXHIBIT A
Addendum Agreement to Co-Sale Agreement
This Addendum Agreement is executed on and effective as of ______________,
by and among _____________ (the "New Shareholder"), the New Shareholder's Spouse
(if any), and Monitronics International, Inc., a Texas corporation (the
"Company").
The Third Amended and Restated Co-Sale Agreement, dated as of January 18,
2002 (the "Co-Sale Agreement"), among the Company and certain shareholders of
the Company provides that all persons prior to becoming shareholders of the
Company must enter into an Addendum Agreement binding such person and such
person's spouse (if any) to the Co-Sale Agreement to the same extent as if they
were original parties thereto.
Therefore, the New Shareholder and the spouse of the New Shareholder (if
any) hereby agree to be bound by all terms and conditions of the Co-Sale
Agreement to the same extent as if they were original signatories to the Co-Sale
Agreement. This Addendum Agreement shall be attached to and become part of the
Co-Sale Agreement.
NEW SHAREHOLDER:
---------------------------------------Signature
---------------------------------------Spouse of New Shareholder
COMPANY:
Monitronics International, Inc.
By:
------------------------------------

Title:
A-1
SCHEDULE OF PREFERRED HOLDERS
Austin Ventures III-A, L.P.
Austin Ventures III-B, L.P.
Austin Ventures V, L.P.
Austin Ventures V Affiliates Fund, L.P.
701 Brazos
Suite 1400
Austin, TX 78701
Facsimile: (512) 476-3952
Attn: Blaine F. Wesner
Capital Resource Lenders II, L.P.
c/o Capital Resource Partners
85 Merrimac Street
Suite 200
Boston, MA 02114
Facsimile: (617) 723-9819
Attn: Stephen M. Jenks
Windward Capital Partners II, L.P.
Windward Capital II L.P., LLC
1177 Avenue of the Americas
42nd Floor
New York, NY 10036
Facsimile: (212) 382-6534
Attn: Peter S. Macdonald
ABRY Partners IV, L.P.
ABRY Investment Partnership, L.P.
18 Newbury Street
Boston, MA 02116
Facsimile: (617) 859-7205
Attn: Jay Grossman
SCHEDULE OF WARRANT HOLDERS
Capital Resource Lenders II, L.P.
c/o Capital Resource Partners
85 Merrimac Street
Suite 200
Boston, MA 02114
Facsimile: (617) 723-9819
Attn: Stephen M. Jenks
Austin Ventures III-A, L.P.
Austin Ventures III-B, L.P.
Austin Ventures V, L.P.
Austin Ventures V Affiliates Fund, L.P.
701 Brazos
Suite 1400
Austin, TX 78701
Facsimile: (512) 476-3952
Attn: Blaine F. Wesner
The Northwestern Mutual Life Insurance Company
720 East Wisconsin Avenue
Milwaukee, WI 53202
Facsimile: (414) 299-7124
Attn: Securities Department
SCHEDULE OF COMMON SHAREHOLDERS
1.

Hull Family Limited Partnership, L.P.
c/o Monitronics International, Inc.
12801 Stemmons Freeway
Suite 821
Dallas, TX 75234

2.

Robert N. Sherman
c/o Monitronics International, Inc.
12801 Stemmons Freeway
Suite 821
Dallas, TX 75234

Exhibit 10.17
FOURTH AMENDED AND RESTATED REGISTRATION AGREEMENT
This Fourth Amended and Restated Registration Agreement is entered into as
of January 18, 2002 by and among Monitronics International, Inc., a Texas
corporation (the Company'), the holders of Preferred Stock listed on the
Schedule of Preferred Holders attached hereto (the 'Preferred Holders') and the
holders of Common Stock Purchase Warrants listed on the Schedule of Warrant
Holders attached hereto (the "Warrant Holders," and collectively with the
Preferred Holders, the 'Purchasers").
Recitals
The Company and certain of the Preferred Holders are parties to a Stock
Purchase Agreement, dated as of October 21, 1994, as amended by that certain
Amendment No. Ito Stock Purchase Agreement, dated as of November 10, 1994, that
certain Amendment No. 2 to Stock Purchase Agreement, dated as of May 10, 1996,
that certain Amendment Agreement, dated as of November 22, 1996 (the "First
Amendment Agreement"), that certain Second Amendment Agreement, dated as of May
19, 1997 (the "Second Amendment Agreement"), that certain Transfer, Assignment
and Assumption Agreement and Third Amendment Agreement, dated as of January 1,
1998 (the "Third Amendment Agreement"), that certain Consent to Various Actions
under Various Documents, dated as of May 13, 1998, that certain Consent to
Various Actions under Various Documents and Amendment to Stock Purchase
Agreement, dated as of January 6, 1999, that certain Sixth Amendment Agreement
dated as of April 27, 2001 (the "Sixth Amendment Agreement") and that certain
Seventh Amendment Agreement dated as of January 18, 2002 (the "Seventh Amendment
Agreement"), providing, among other things, for the purchase by such Preferred
Holders of 4,000,000 shares of Series A Preferred Stock of the Company.
The Company and Heller Financial, Inc. ("Helter") are parties to a Warrant
Agreement, dated as of November 10, 1994, as amended by that certain First
Amendment to Warrant Agreement, dated as of June 15, 1998 (as so amended, the
"Heller Warrant Agreement"), providing, among other things, for the issuance to
Helter of a warrant to purchase 367,238 shares of Class B Common Stock (subject
to adjustment as provided in the Helter Warrant Agreement).
The Company and certain of the Warrant Holders are parties to a Senior
Subordinated Note and Warrant Purchase Agreement, dated as of May 10, 1996, as
supplemented and modified by (i) the Senior Subordinated Note and Warrant
Purchase Agreement, dated as of November 22, 1996, and (ii) the Senior
Subordinated Note and Warrant Purchase Agreement, dated as of May 9, 1997, as
amended by that certain Amendment, dated as of March 13, 1998, that certain
Second Amendment, dated as of January 13, 1999, that certain Termination of Put
Rights, dated as of June 15, 1998, that certain Third Amendment, dated as of
March 9, 1999, and that certain Fourth Amendment, dated as of February 4, 2000,
(iii) the Sixth Amendment Agreement and (iv) the Seventh Amendment Agreement,
providing, among other things, for the purchase by such Warrant Holders of
warrants (the "Mezzanine Warrants") to acquire up to 569,757 shares (subject to
adjustment as provided in such Warrants) of Class A Common Stock of the Company.
The Company and certain of the Preferred Holders are parties to a Series B
Preferred Stock Purchase Agreement, dated as of May 19, 1997, as amended by the
Third Amendment Agreement, that certain Termination of Put Rights, dated as of
June 1 5. 1998 and the Seventh Amendment Agreement. providing, among other
things, for the purchase by such Preferred Holders of 5,000,000 shares of Series
B Preferred Stock and warrants (the "Preferred B Warrants") to acquire up to
961,700 shares (subject to adjustment as provided in such Warrants) of Class A
Common Stock of the Company.
The Company and certain of the Preferred Holders are parties to a Series C
Preferred Stock Purchase Agreement, dated as of March 9, 1999, providing, among
other things, for the purchase by certain Preferred Holders of 1,409,375 shares
of Series C Preferred Stock of the Corn p any.
The Company and certain of the Preferred Holders are parties to a Series C
Preferred Stock Exchange Agreement, dated as of April 27, 2001, providing, among
other things, for the exchange by certain Preferred Holders of 1,409,375 shares
of Series C Preferred Stock of the Company for 1,409,375 shares of Series C
Preferred Stock and 251,420 shares of Series C-I Preferred Stock of the Company.
The Company and certain of the Preferred Holders have entered into a Series
C Preferred Stock Purchase Agreement, dated as of April 27, 2001, as amended by
that certain First Amendment to Series D-1 Preferred Stock Purchase Agreement,
dated as of January 18, 2002 (the "Series D-l Purchase Agreement"), providing,
among other things, for the purchase by certain Preferred Holders of up to
70,000 shares of Series D-1 Preferred Stock of the Company.
The Company and certain of the Warrant Holders are parties to a
Subordinated Note and Warrant Purchase Agreement, dated as of January 18, 2002
("2001 Note Agreement"), providing, among other things, for the purchase by such
Warrant Holders of warrants (the "2001 Warrants" and, together with the

Mezzanine Warrants and the Preferred B Warrants, the "Warrants") to acquire up
to 1,133,328 shares (subject to adjustment as provided in such Warrants) of
Class A Common Stock of the Company.
The Company, the Preferred Holders referred to therein, the Warrant Holders
referred to therein and the Common Shareholders referred to therein are parties
to a Third Amended and Restated Registration Agreement, dated as of April 27,
2001 (the "Third Amended and Restated Registration Agreement").
The parties hereto are parties to a Fourth Amended and Restated
Shareholders Agreement, dated as of the date hereof (as in effect from time to
time, the "Shareholders Agreement").
The parties hereto desire to amend and restate the Third Amended and
Restated Registration Agreement in its entirety in order to facilitate the
transactions contemplated by the 2001 Note Agreement.
Capitalized terms not defined elsewhere herein shall have the respective
meanings assigned to them in the Shareholders Agreement.
The parties hereto agree that the Third Amended and Restated Registration
Agreement shall be amended and restated in its entirety by this Agreement as
follows:
1.

Demand Registrations.
(a)

Requests for Registration.

(i) At any time and from time to time (A) after the date hereof,
the holders of at least 662/3% of the shares of the Series A Underlying Common
Stock and the Series C Underlying Common Stock, (B) following the initial public
offering of Company Securities, the holders of at least 662/3% of the shares of
the Series C Underlying Common Stock (in addition to the rights granted pursuant
to Subparagraph 1(a)(i)(A) above), (C) following the initial public offering of
Company Securities, the holders of at least 662/3% of the shares of the Series D
Underlying Common Stock (the Series A Underlying Common Stock, Series C
Underlying Common Stock and Series D Underlying Common Stock hereinafter
referred to as the "Underlying Common Stock"), and (D) following the initial
public offering of Company Securities, the holders of at least 662/3% of the
2001 Warrant Shares (each of the groups described in (A), (B), (C) and (D), a
"Demand Registrant"), may request registration under the Securities Act of all
or any part of their Underlying Common Stock or 2001 Warrant Shares as the case
may be (each, a "Demand Registration"), subject to the terms and conditions of
this Agreement. Any request (a "Registration Request") for a Demand Registration
shall specify (i) the approximate number of shares of Underlying Common Stock or
2001 Warrant Shares requested to be registered (but not less than a majority of
the total number of shares of Underlying Common Stock or 2001 Warrant Shares, as
the case may be, issued or issuable to the Demand Registrant) and (ii) that the
intended method of distribution of such shares shall be a firm commitment
underwritten offering managed by one or more underwriters selected as provided
in Paragraph 1(b), below. Within 10 days after the date of the receipt by the
Company of a Registration Request, the Company will give written notice of such
requested registration to all other holders of Underlying Common Stock and to
all holders of Warrant Shares and will (subject to clause (iii) below) include
in such registration all shares of Underlying Common Stock and all Warrant
Shares that holders of Underlying Common Stock or Warrant Shares request the
Company to include in such registration by written notice given to the Company
within 15 days after the date of the receipt of the Company's notice.
Notwithstanding the foregoing, the Company shall have the right to rescind a
Demand Registration by delivering written notice to the Demand Registrant within
10 days of the receipt of the Registration Request in respect of such Demand
Registration; provided, the Company promptly undertakes a Primary Piggyback
Registration (as defined in Paragraph 2(c) of this Agreement) pursuant to
Paragraph 2 of this Agreement. Any such rescinded Demand Registration will not
be deemed to have been requested for purposes of Paragraph l(a)(ii) of this
Agreement.
(ii) Subject to Paragraph l(a)(i), each of (A) the holders of at
least 662/3% of the shares of the Series A Underlying Common Stock and Series C
Underlying Common Stock will be entitled to request up to two Demand
Registrations at any time and from time to time after the date hereof, (B) the
holders of at least 662/3% of the shares of the Series C Underlying Common Stock
will be entitled to request up to two Demand Registrations at any time and from
time to time after the initial public offering of Company Securities, (C) the
holders of at least 662/3% of the shares of the Series D Underlying Common Stock
will he
entitled to request up to two Demand Registrations at any time and from time to
time after the initial public offering of Company Securities, and (D) the
holders of at least 662/3% of the 2001 Warrant Shares will be entitled to
request one Demand Registration at any time after the initial public offering of
Company Securities. A Demand Registrant requesting a Demand Registration under
this Part I may, at any time prior to the effective date of the registration

statement relating to such Demand Registration, revoke such request by providing
written notice thereof to the Company, in which case such Demand Registration
will not be deemed to have been requested for purposes of this Paragraph I
(a)(ii). Any Demand Registration requested by a Demand Registrant shall not be
deemed to have been effected (and, therefore, not requested for purposes of this
Paragraph 1(a)(ii)) unless it has become effective and there has not been any
stop order, injunction or other order or requirement of the Securities and
Exchange Commission (the "Commission") or other governmental agency or court
suspending such effectiveness.
(iii) Subject to the provisions of the Helter Warrant, the
Company will not include in any Demand Registration any Company Securities other
than Underlying Common Stock and Warrant Shares of the Demand Registrant without
the prior written consent of the Demand Registrant, except that the Company
shall include in such registration shares of Common Stock to be sold for the
account of the Company, for the account of other holders of Underlying Common
Stock and for the account of other holders of Warrant Shares if the managing
underwriter(s) advise the Company in writing that in their opinion the shares of
Underlying Common Stock, Warrant Shares and other shares of Common Stock
proposed to be included in such offering can be sold in an orderly manner in
such offering within a price range acceptable to the Demand Registrant. If the
managing underwriter(s) advise the Company in writing that in their opinion the
number of shares of Underlying Common Stock, Warrant Shares and shares of Common
Stock proposed to be included in such Demand Registration for sale by the
Company, Heller and holders of Underlying Common Stock and Warrant Shares
exceeds the number of shares which can be sold in an orderly manner in such
offering within a price range acceptable to the Demand Registrant, the Company
will include in such Demand Registration, prior to the inclusion of any other
shares, (i) first, the Issued Warrant Shares (as defined in the Heller Warrant),
(ii) second, the number of shares of Underlying Common Stock and Warrant Shares
requested to be registered by the Demand Registrant, and (iii) third, the number
of other shares of Underlying Common Stock and Warrant Shares requested to be
included that, in the opinion of such underwriter(s), can be sold in an orderly
manner within the price range of such offering, pro rata among the respective
holders thereof on the basis of the number of shares of Underlying Common Stock
and Warrant Shares that each such holder has requested the Company to include in
such registration. For purposes of this Paragraph 1(a)(iii), in any Demand
Registration requested in accordance with Subparagraph 1(a)(i)(A) above, all
shares of Series D Underlying Common Stock and Warrant Shares requested to be
registered in the Demand Registration shall be deemed to be requested by the
Demand Registrant.
(b) Selection of Underwriter. The Demand Registrant shall select the
managing underwriter(s) to manage each offering effected pursuant to a Demand
Registration.
(c) Registration on Forms S-2, S-3. Following its initial public
offering of Company Securities under the Securities Act, the Company shall use
its commercially reasonable best efforts to qualify for registration on Forms
S-2 or S-3 or any comparable or successor form or forms. After the Company has
qualified for the use of Forms S-2 or S-3 or any
comparable or successor form of forms, in addition to the rights contained in
the Paragraphs 1(a) and (b). each of (i) the holders of at least 25% of the
Underlying Common Stock, (ii) the holders of at least 30% of the Warrant Shares
(other than the 2001 Warrant Shares), (iii) holders of a majority of the Series
C Underlying Common Stock, (iv) the holders of a majority of the Series D
Underlying Common Stock and (v) the holders of a majority of the 2001 Warrant
Shares shall have the right at any time and from time to time to request
registrations on Forms S-2 or S-3 or any comparable or successor form or forms;
provided, that the Company shall not be obligated to effect a registration under
this Paragraph 1(c) if the fair market value of the shares to be registered is
less than $10 million; provided further, that the Company shall not be obligated
to effect more than two registrations on Form S-2 or S-3 or any comparable or
successor form or forms during any 12-month period. Such requests shall be in
writing and shall state the number of shares of Underlying Common Stock or
Warrant Shares, as applicable, proposed to be disposed of and the intended
method of distribution of such shares by such holder or holders. Within 10 days
after the date of the receipt by the Company of a registration request pursuant
to this Paragraph 1(c), the Company will give written notice of such requested
registration to all other holders of Underlying Common Stock and to all holders
of Warrant Shares and will (subject to Paragraph l(a)(iii) above) include in
such registration all shares of Underlying Common Stock and all Warrant Shares
that holders of Underlying Common Stock or Warrant Shares request the Company to
include in such registration by written notice given to the Company within 15
days after the date of the receipt of the Company's notice, pro rata among the
respective holders thereof on the basis of the number of shares of Underlying
Common Stock and Warrant Shares that each such holder has requested the Company
to include in such registration.
(d) Right to Defer Registration. The Company shall not be obligated to
effect any registration within 180 days after the effective date of a previous
registration statement on Form S-I in which the holders of Underlying Common
Stock participated or were given an opportunity to participate and declined to

do so. The Company may postpone for up to 180 days the filing or the
effectiveness of a registration statement for a registration requested pursuant
to this Paragraph 1 if (i) the Board of Directors determines, reasonably and in
good faith, that such registration might have an adverse effect on any proposal
or plan by the Company, including, without limitation, a plan or proposal to
engage in any acquisition, merger, consolidation, tender offer, offering or
similar transaction or (ii) any other material, nonpublic development or
transaction is pending; provided, that the Company may not postpone the filing
or effectiveness of a registration statement pursuant to this sentence more
frequently than once during any period of 12 consecutive months.
2.

Piggyback Registrations.

(a) Right to Piggyback. If the Company proposes to register any
Company Securities under the Securities Act (other than pursuant to a Demand
Registration, a registration pursuant to Subparagraph 1(c) or a registration
solely in connection with an employee benefit or stock ownership plan),
including in connection with the initial public offering, and the registration
form to be used may be used for the registration of Underlying Common Stock
and/or Warrant Shares (a "Piggyback Registration"), the Company will give prompt
written notice to all holders of Underlying Common Stock and to all holders of
Warrant Shares of its intention to effect such a registration (each, a
"Piggyback Notice"). Subject to Subparagraph 2(c)
below and the provisions of the Heller Warrant Agreement. the Company will
include in such registration all shares of Underlying Common Stock that holders
of Underlying Common Stock and all Warrant Shares that holders of Warrant Shares
request the Company to include in such registration by written notice given to
the Company within 15 days after the date of sending the Piggyback Notice.
(b) Piggyback Expenses. The Registration Expenses of the holders of
Underlying Common Stock and the holders of Warrant Shares will be paid by the
Company in all Piggyback Registrations.
(c) Priority on Primary Registrations. If a Piggyback Registration
relates to an underwritten public offering of Company Securities on behalf of
the Company (a "Primary Piggyback Registration") and the managing underwriters
advise the Company in writing that in their opinion the number of Company
Securities requested to be included in such registration exceeds the number that
can be sold in an orderly manner in such offering within a price range
acceptable to the Company, the Company will include in such registration (i)
first, the Company Securities proposed to be sold by the Company, (ii) second,
the Issued Warrant Shares (as defined in the Helter Warrant Agreement), (iii)
third, the Underlying Common Stock and Warrant Shares requested to be included
in such registration, pro rata among the holders of such Underlying Common Stock
and Warrant Shares on the basis of the number of shares requested to be included
in such registration by each such holder and (iv) fourth, other Company
Securities requested to be included in such registration.
(d) Priority on Secondary Registrations. If a Piggyback Registration
relates to an underwritten public offering of Company Securities on behalf of
the holders of Company Securities and the managing underwriters advise the
Company in writing that in their opinion the number of Company Securities
requested to be included in such registration exceeds the number which can be
sold in an orderly manner in such offering within a price range acceptable to
the holders initially requesting such registration, the Company will include in
such registration (i) first, the Issued Warrant Shares (as defined in the Helter
Warrant Agreement), (ii) second, the Company Securities requested to be included
therein by the holders requesting such registration, (iii) third, the Underlying
Common Stock and Warrant Shares requested to be included in such registration,
pro rata among the holders of such Underlying Common Stock and Warrant Shares on
the basis of the number of shares requested to be included in such registration
by each such holder and (iv) fourth, other Company Securities requested to be
included in such registration.
3. Registration Procedures. Whenever the holders of Underlying Common Stock
or Warrant Shares have requested that any Underlying Common Stock or Warrant
Shares be registered pursuant to this Agreement, the Company will use its best
efforts consistent with legal requirements and, in the case of an offering by
the Company, prevailing market conditions, to effect the registration and the
sale of such Underlying Common Stock and/or Warrant Shares, as applicable, in
accordance with the intended method of distribution thereof and will as
expeditiously as possible:
(a) prepare and file with the Commission a registration statement with
respect to such Underlying Common Stock and/or Warrant Shares, as applicable,
and use its best efforts to cause such registration statement to become
effective, provided that before filing a registration
statement or prospectus or any amendments or supplements thereto, the Company
will furnish to the selling shareholders' counsel selected by the holders of a
majority of an aggregate of the Underlying Common Stock and Warrant Shares
covered by such registration statement in the case of a Piggyback Registration

and to counsel selected by the Demand Registrant in the case of a Demand
Registration copies of all such documents proposed to be filed, which documents
will be subject to the review of such counsel;
(b) prepare and file with the Commission such amendments and
supplements to such registration statement and the prospectus used in connection
therewith as may be necessary to keep such registration statement effective for
a period of up to six months, and comply with the provisions of the Securities
Act with respect to the disposition of all Company Securities covered by such
registration statement during such period in accordance with the intended
methods of distribution by the sellers thereof set forth in such registration
statement;
(c) furnish to each seller of Underlying Common Stock and Warrant
Shares, as applicable, such number of copies of such registration statement,
each amendment and supplement thereto, the prospectus included in such
registration statement (including each preliminary prospectus) and such other
documents as each such seller may reasonably request in order to facilitate the
disposition of the Underlying Common Stock and/or Warrant Shares, as applicable,
owned by each such seller;
(d) use its best efforts to register or qualify such Underlying Common
Stock and/or Warrant Shares, as applicable, under such other securities or blue
sky laws of such jurisdictions as any seller reasonably requests and do any and
all other acts and things which may be reasonably necessary or advisable to
enable such seller to consummate the disposition in such jurisdictions of the
Underlying Common Stock and/or Warrant Shares, as applicable, owned by such
seller, provided that the Company will not be required (i) to qualify generally
to do business in any jurisdiction where it would not otherwise be required to
qualify but for this Subparagraph, (ii) to subject itself to taxation in any
such jurisdiction or (iii) to consent to general service of process in any such
jurisdiction;
(e) notify each seller of such Underlying Common Stock and/or Warrant
Shares, as applicable, at any time when a prospectus relating thereto is
required to be delivered under the Securities Act, of the happening of any event
as a result of which the prospectus included in such registration statement
contains an untrue statement of a material fact or omits any fact necessary to
make the statements therein not misleading, and, at the request of any such
seller, the Company will prepare a supplement or amendment to such prospectus so
that, as thereafter delivered to the purchasers of such Underlying Common Stock
and/or Warrant Shares, as applicable, such prospectus will not contain an untrue
statement of a material fact or omit to state any fact necessary to make the
statements therein not misleading;
(f) cause all such Underlying Common Stock and/or Warrant Shares, as
applicable, to be listed for trading on each securities exchange on which
similar Company Securities issued by the Company are then listed and to be
qualified for trading on each system on which similar securities issued by the
Company are from time to time qualified;
(g) provide a transfer agent and registrar for all such Underlying
Common Stock and/or Warrant Shares, as applicable, not later than the effective
date of such registration statement and thereafter maintain such a transfer
agent and registrar;
(h) enter into such customary agreements (including underwriting
agreements in customary form) and take all such other actions as the holders of
a majority of the aggregate of the shares of Underlying Common Stock and Warrant
Shares being sold or the underwriters, if any, reasonably request in order to
expedite or facilitate the disposition of such Underlying Common Stock and/or
Warrant Shares, as applicable;
(i) make available for inspection by any underwriter participating in
any disposition pursuant to such registration statement and any attorney,
accountant or other agent retained by any such underwriter, all financial and
other records, pertinent corporate documents and properties of the Company, and
cause the Company's officers, directors, employees and independent accountants
to supply all information reasonably requested by any such underwriter,
attorney, accountant or agent in connection with such registration statement;
(j) otherwise use its best efforts to comply with all applicable rules
and regulations of the Commission, and make available to its security holders,
as soon as reasonably practicable, an earnings statement covering the period of
at least 12 months beginning with the first day of the Company's first full
calendar quarter after the effective date of the registration statement, which
earnings statement shall satisfy the provisions of Section 11(a) of the
Securities Act and Rule 158 thereunder;
(k) permit any holder of Underlying Common Stock and/or Warrant
Shares, as applicable, which might be deemed, in the sole and exclusive judgment
of such holder, to be an underwriter or a controlling Person of the Company, to
participate in the preparation of such registration or comparable statement and
to require the insertion therein of material, furnished to the Company in

writing, which in the reasonable judgment of such holder and its counsel should
be included; and
(l) in the event of the issuance of any stop order suspending the
effectiveness of a registration statement, or of any order suspending or
preventing the use of any related prospectus or suspending the qualification of
any Underlying Common Stock and/or Warrant Shares, as applicable, included in
such registration statement for sale in any jurisdiction, the Company will use
its reasonable best efforts promptly to obtain the withdrawal of such order.
If any such registration or comparable statement refers to any holder by name or
otherwise as the holder of any Company Securities and if, in its sole and
exclusive judgment, such holder is or might be deemed to be a controlling Person
of the Company, such holder shall have the right to require (i) the inclusion in
such registration statement of language, in form and substance reasonably
satisfactory to such holder, to the effect that the holding of such Company
Securities by such holder is not to be construed as a recommendation by such
holder of the investment quality of the Company Securities covered thereby and
that such holding does not imply that such holder will assist in meeting any
future financial requirements of the Company, or (ii) in the event that such
reference to such holder by name or otherwise is not required by the Securities
Act or any similar federal statute then in force, the deletion of the reference
to such holder;
provided, that with respect to this clause (ii) such holder shall furnish to the
Company an opinion of counsel to such effect, which opinion and counsel shall be
reasonably satisfactory to the Company.
4.

Registration Expenses.

(a) Definition. The term "Registration Expenses" means all expenses
incident to the Company's performance of or compliance with this Agreement,
including without limitation all registration and filing fees, fees and expenses
of compliance with securities or blue sky laws, printing expenses, messenger and
delivery expenses, fees and expenses of attorneys, accountants and other experts
(and fees and expenses of underwriters and their attorneys and experts, other
than underwriters' discounts and commissions on shares of Underlying Common
Stock and/or Warrant Shares, as applicable), and the fees and expenses of
attorneys for holders of Underlying Common Stock and/or Warrant Shares, as
applicable.
(b) Payment. The Company shall pay the Registration Expenses of all
holders of Underlying Common Stock and Warrant Shares in connection with (i) up
to two Demand Registrations requested by the holders of 662/3% of the shares of
the Series A Underlying Common Stock and Series C Underlying Common Stock, (ii)
up to two Demand Registrations requested by the holders of 662/3% of the shares
of the Series C Underlying Common Stock (in addition to Demand Registrations
requested by the holders of 662/3% of the shares of Series A Underlying Common
Stock and Series C Underlying Common Stock), (iii) up to two Demand
Registrations requested by the holders of 662/3% of the shares of the Series D
Underlying Common Stock, (iv) one Demand Registration requested by the holders
of 662/3% of the 2001 Warrant Shares, (v) any and all registrations on Forms S-2
and S-3 or any comparable or successor form or forms pursuant to Subparagraph
1(c) and (vi) any and all Piggyback Registrations.
5.

Indemnification.

(a) Indemnification by the Company. The Company agrees to indemnify to
the extent permitted by law, each holder of Underlying Common Stock and Warrant
Shares and each of their respective officers, directors, employees, partners and
agents and each Person who controls such holder (within the meaning of the
Securities Act) against all losses, claims, damages, liabilities and expenses
(including reasonable attorney's fees and expenses and reasonable costs of
investigation and any amounts paid in any settlement effected with the consent
of the Company, which consent shall not be unreasonably withheld) caused by (i)
any untrue or alleged untrue statement of material fact contained in any
registration statement, prospectus or preliminary prospectus or any amendment
thereof or supplement thereto or any omission or alleged omission of a material
fact required to be stated therein or necessary to make the statements therein
not misleading or (ii) any violation or alleged violation by the Company of any
federal or state law, rule or regulation applicable to the Company and relating
to any action required by, or the inaction of, the Company in connection with
any the registration of Company Securities, except insofar as the same are
caused by or contained in any information furnished in writing to the Company by
such holder expressly for use in any registration statement, prospectus or
preliminary prospectus or any amendment thereof or supplement thereto or by such
holders failure to deliver a copy of the registration statement or prospectus or
any amendments or
supplements thereto after the Company has furnished such holder with a
sufficient number of copies of the same. In connection with any underwritten
offering, the Company will indemnify the underwriters, their officers and
directors and each Person who controls such underwriters (within the meaning of

the Securities Act) to the same extent as provided above with respect to the
indemnification of the holders of Underlying Common Stock and/or Warrant Shares,
as applicable.
(b) Indemnification by Holders. In connection with any registration
statement in which a holder of Underlying Common Stock and/or Warrant Shares, as
applicable, is participating, each such holder will furnish to the Company in
writing such information and affidavits as the Company reasonably requests for
use in connection with any such registration statement or prospectus and, to the
extent permitted by law, will severally but not jointly indemnify the Company,
its directors and officers and each Person who controls the Company (within the
meaning of the Securities Act) against any losses, claims, damages, liabilities
and expenses resulting from any untrue or alleged untrue statement of material
fact contained in the registration statement, prospectus or preliminary
prospectus or any amendment thereof or supplement thereto or any omission or
alleged omission of a material fact required to be stated therein or necessary
to make the statements therein not misleading, but only to the extent that such
untrue statement or omission is contained in any information or affidavit so
furnished in writing by such holder expressly for use in any registration
statement or prospectus relating to such registration or should have been
contained in any information or affidavit so furnished in writing by such
holder; provided, that the obligation to indemnify will be individual to each
holder and will be limited to the net amount of proceeds received by such holder
from the sale of Underlying Common Stock and/or Warrant Shares, as applicable,
pursuant to such registration statement.
(c) Notice: Defense of Claims. Any Person entitled to indemnification
hereunder will (i) give prompt written notice to the indemnifying party of any
claim with respect to which it seeks indemnification and (ii) unless in such
indemnified party's reasonable judgment a conflict of interest between such
indemnified and indemnifying parties may exist with respect to such claim,
permit such indemnifying party to assume the defense of such claim with counsel
reasonably satisfactory to the indemnified party. If such defense is assumed,
the indemnifying party will not be subject to any liability for any settlement
made by the indemnified party without its consent (but such consent will not be
unreasonably withheld). An indemnifying party who is not entitled to, or elects
not to, assume the defense of a claim will not be obligated to pay the fees and
expenses of more than one counsel for all parties indemnified by such
indemnifying party with respect to such claim, unless in the reasonable judgment
of any indemnified party a conflict of interest may exist between such
indemnified party and any other of such indemnified parties with respect to such
claim.
(d) Survival: Contribution. The indemnification provided for under
this agreement will remain in full force and effect regardless of any
investigation made by or on behalf of the indemnified party or any officer,
director or Person who controls (within the meaning of the Securities Act) such
indemnified party and will survive the transfer of Company Securities. Subject
to the limitations and conditions of this Paragraph 5, the Company also agrees
to make such provisions as are reasonably requested by any indemnified party for
contribution to
such party in the event the Company's indemnification provided herein is
unavailable for any reason.
6. Participation in Underwritten Registrations. No party hereto may
participate in any registration hereunder that is underwritten unless such party
(i) agrees to sell such party's Company Securities on the basis provided in any
underwriting arrangements approved by the Person(s) entitled hereunder to
approve such arrangements, and (ii) completes and executes all questionnaires,
powers of attorney, indemnities, underwriting agreements and other documents
required under the terms of such underwriting arrangements; provided, that no
holder of Underlying Common Stock or Warrant Shares included in any underwritten
registration shall be required to make any representations or warranties to the
Company or the underwriters other than representations and warranties regarding
such holder and such holder's intended method of distribution and a statement to
the effect that nothing has come to the attention of such holder that would lead
such holder to believe that the registration statement or the prospectus
included therein contained any untrue statement of a material fact or omitted to
state a material fact required to be stated therein in order to make the
statements contained therein, in light of the circumstances under which they
were made, not misleading; provided, further, that the obligation to indemnify
will be individual to each holder and will be limited to the net amount of
proceeds received by such holder from the sale of Underlying Common Stock and/or
Warrant Shares, as applicable, pursuant to such registration statement.
7.

Miscellaneous.

(a) No Inconsistent Agreements. The Company will not hereafter enter
into any agreement with respect to any Company Securities which is inconsistent
with or violates the rights granted to the holders of Underlying Common Stock or
Warrant Shares in this Agreement.
(b) Adjustments Affecting Underlying Common Stock. The Company will

not take any action, or permit any change to occur, with respect to Company
Securities for the purpose of materially and adversely affecting the ability of
the holders of Underlying Common Stock or Warrant Shares to include such
Underlying Common Stock or Warrant Shares in a registration undertaken pursuant
to this Agreement or materially and adversely affecting the marketability of
such Underlying Common Stock or Warrant Shares in any such registration
(including, without limitation, effecting a stock split or a combination of
shares), provided that this Subparagraph (b) shall not apply to actions or
changes with respect to the Company's business, earnings or revenues where the
effect of such actions or changes on the Underlying Common Stock and Warrant
Shares is merely incidental.
(c) Notices. All notices, demands or other communications to be given
or delivered under or by reason of the provisions of this Agreement will be in
writing and will be deemed to have been given when delivered personally or by
cable, telex, facsimile transmission. telegram or overnight delivery service, or
72 hours after having been mailed by certified or registered mail, return
receipt requested and postage prepaid, to the recipient. Such notices. demands
and other communications will be sent to each party at the address indicated
below:
To the Company:

Monitronics International, Inc.
12801 Stemmons Freeway
Suite 821
Dallas, TX 75234
Facsimile: (972) 919-1985
Attn: James R. Hull

With a copy to:

Vinson & Elkins L.L.P.
2001 Ross Avenue
Suite 3700
Dallas, TX 75201
Facsimile: (214) 999-7714
Attn: Christine Hathaway

To Preferred Holders or Warrant Holders to their addresses set forth on the
Schedule of Preferred Holders or Warrant Holders, as the case may be,
With a copy to:

If to Austin Ventures:
Vinson & Elkins L.L.P.
600 Congress Avenue
Suite 2700
Austin, TX 78701
Facsimile: (512) 236-3450
Attn: William R. Volk
and
If to Windward:
Skadden, Arps, Slate, Meagher & Flom LLP
Four Times Square
New York, NY 10036
Facsimile: (212) 735-2000
Attn: Howard L. Ellin
and
If to ABRY:
Kirkland & Ellis
153 East 53rd Street
New York, NY 10022
Facsimile: (212) 446-4900
Attn: John L. Kuehn
and
If to CRL:
Testa, Hurwitz & Thibeault, LLP
125 High Street
Boston, MA 02110
Facsimile: (617) 248-7100
Attn: Andrew E. Taylor, Jr.
and
If to NML:
Schiff Hardin & Waite
6600 Sears Tower
Chicago, IL 60606
Facsimile: (312) 258-5600
Attn: Andrew A. Kling

or to such other address or to the attention of such other Person as the

recipient party has specified by prior written notice to the sending party.
(d) Remedies. Any Person having rights under any provision of this
Agreement will be entitled to enforce such rights specifically to recover
damages caused by reason of any breach of any provision of this Agreement and to
exercise all other rights granted by law. The parties hereto agree and
acknowledge that money damages may not be an adequate remedy for any breach of
the provisions of this Agreement and that any party may in its sole discretion
apply to any court of law or equity of competent jurisdiction (without posting
any bond or other security) for specific performance and for other injunctive
relief in order to enforce or prevent violation of the provisions of this
Agreement.
(e) Amendments, Waivers and Termination. Except as otherwise provided
herein, no amendment, modification, waiver, termination or cancellation of this
Agreement or any provision hereof shall be effective unless made in writing
signed by the Company and the holders of a majority of the then outstanding
shares of Underlying Common Stock and, in the case of any amendment,
modification, waiver, termination or cancellation which adversely affects the
rights or interests of any holder or holders of Warrants (other than 2001
Warrants) or Warrant Shares (other than 2001 Warrant Shares) hereunder, the
holders of at least 662/3% of the Warrant Shares (other than 2001 Warrant
Shares), and, in the case of any amendment, modification, waiver, termination or
cancellation that adversely affects the rights or interests of any holder or
holders of Series A Preferred Stock or Series A Underlying Common Stock
hereunder, the holders of at least 662/3% of the Series A Underlying Common
Stock, and, in the case of any amendment, modification, waiver, termination or
cancellation that adversely affects the rights or interests of any holder or
holders of Series C Preferred Stock or Series C Underlying Common Stock
hereunder, the holders of at least 662/3% of the Series C Underlying Common
Stock, and, in the case of any amendment, modification, waiver, termination or
cancellation that adversely affects the rights or interests of any holder or
holders of Series D Preferred Stock or Series D Underlying Common Stock
hereunder, the holders of at least 662/3% of the Series D Underlying Common
Stock, and, in the case of any amendment, modification, waiver. termination or
cancellation that adversely affects the rights or interests of any holder or
holders
of 2001 Warrants or 2001 Warrant Shares hereunder, the holders of at least
662/3% of the 2001 Warrant Shares.
(f) Successors and Assigns. The rights of the parties under this
Agreement shall inure to the benefit of, and this Agreement shall be binding
upon, the successors and assigns of the parties hereto. In addition, whether or
not any express assignment has been made, the provisions of this Agreement which
are (i) for the benefit of the Purchasers or holders of Underlying Common Stock
are also for the benefit of, and enforceable by, any subsequent holder of
Underlying Common Stock, and (ii) for the benefit of the holders of Warrants and
Warrant Shares are also for the benefit of, and enforceable by, any subsequent
holder of Warrants or Warrant Shares.
(g) Severability. Whenever possible, each provision of this Agreement
will be interpreted in such manner as to be effective and valid under applicable
law, but if any provision of this Agreement is held to be prohibited by or
invalid under applicable law, such provision will be ineffective only to the
extent of such prohibition or invalidity, without invalidating the remainder of
this Agreement.
(h) Entire Agreement. This Agreement and the addendum, exhibits and
schedules hereto embody the entire agreement and understanding between the
parties hereto with respect to the subject matter hereof and supersedes all
prior agreements and understandings relating to such subject matter.
(i) Descriptive Headings. The descriptive headings of this Agreement
are inserted for convenience only and do not constitute a part of this
Agreement.
(j) Governing Law. The construction, validity and interpretation of
this Agreement will be governed by the internal laws of the State of Texas
without giving effect to any choice of law or conflict of law provision or rule
(whether of the State of Texas or any other jurisdiction) that would cause the
application of the laws of any jurisdiction other than the State of Texas.
(k) Further Assurances. Each party to this Agreement hereby covenants
and agrees, without the necessity of any further consideration, to execute and
deliver any and all such further documents and take any and all such other
actions as may be necessary or appropriate to carry out the intent and purposes
of this Agreement and to consummate the transactions contemplated herein.
(l) Counterparts. This Agreement may be executed in one or more
counterparts, each of which shall be deemed an original, but all of which shall
be one and the same document.
(m) Reporting. When it is first legally required to do so, the Company

shall register its Common Stock under Section 12 of the Exchange Act and shall
keep effective such registration and timely file such information, documents and
reports as the Commission may require or prescribe under Section 13 of the
Exchange Act. From and after the effective date of the first registration
statement filed by the Company under the Securities Act, the Company shall
(whether or not it shall then be required to do so) timely file such
information, documents and
reports that a corporation, partnership or other entity subject to Section 13 or
15(d) (whichever is applicable) of the Exchange Act is required to file.
Immediately upon becoming subject to the reporting requirements of either
Section 13 or 15(d) of the Exchange Act, the Company shall promptly upon request
furnish any holder of Underlying Common Stock or Warrant Shares (i) a written
statement by the Company that it has complied with such reporting requirements,
(ii) a copy of the most recent annual or quarterly report of the Company, and
(iii) such other reports and documents filed by the Company with the Commission
as such holder may reasonably request in availing itself of an exemption for the
sale of Underlying Common Stock and Warrant Shares without registration under
the Securities Act. The Company acknowledges and agrees that the purposes of the
requirements contained in this Paragraph 7(m) are to enable any such holder to
comply with the current public information requirement contained in paragraph
(c) of Rule 144 under the Securities Act, should such holder ever wish to
dispose of any Company Securities acquired by it without registration under the
Securities Act in reliance upon Rule 144 (or any other similar exemptive
provision), and to qualify the Company for the use of registration statements on
Form S-3. In addition, the Company shall take such other measures and file such
other information, documents and reports, as shall hereafter be required by the
Commission as a condition to the availability of Rule 144 under the Securities
Act (or any similar exemptive provision hereafter in effect) and the use of Form
S-3. The Company also covenants to use its reasonable best efforts, to the
extent that it is reasonably within its power to do so, to qualify for the use
of Form S-3.
(n) Rule 144A Information. The Company shall, at all times during
which it is neither subject to the reporting requirements of Section 13 or 15(d)
of the Exchange Act, nor exempt from reporting pursuant to Rule 12g3-2(b) under
the Exchange Act, upon the written request of any Purchaser, provide in writing
to such Purchaser and to any prospective transferee of any Company Securities of
such Purchaser the information concerning the Company described in Rule
144A(d)(4) under the Securities Act ("Rule 144A Information"). Upon the written
request of any Purchaser, the Company shall cooperate with and assist such
Purchaser or any member of the National Association of Securities Dealers, Inc.
PORTAL system in applying to designate and thereafter maintain the eligibility
of the Company Securities for trading through PORTAL. The Company's obligations
under this Paragraph 7(n) shall at all times be contingent upon receipt from the
prospective transferee of Company Securities of a written agreement to take all
reasonable precautions to safeguard the Rule 144A Information from disclosure to
anyone other than Persons who will assist such transferee in evaluating the
purchase of any Company Securities.
(o) Termination. This Agreement shall terminate on the later to occur
of (i) July 31, 2007, (ii) with respect to Windward, the date on which Windward
owns less than 1% of the Common Stock on a fully diluted basis, (iii) with
respect to ABRY, the date on which ABRY owns less than 1% of the Common Stock on
a fully diluted basis, and (iv) with respect to The Northwestern Mutual Life
Insurance Company ("NML"), the date on which NML owns less than 1% of the Common
Stock on a fully diluted basis, except that, in each of clauses (i) through
(iv), Paragraph S and Paragraph 7(m) of this Agreement shall continue in effect
for so long as any shares of Underlying Common Stock or Warrant Shares remain
outstanding.
* * * *
IN WITNESS WHEREOF, the parties have executed this Agreement as of the date
first above written.
COMPANY:
MONITRONICS INTERNATIONAL, INC.
By: /s/ James R. Hull
----------------------------------James R. Hull,
President
PURCHASERS
AUSTIN VENTURES III-A, L.P.
By: AV Partners III, L.P.,

Its General Partner
By: /s/ Blaine F. Wesner
------------------------------Blaine F. Wesner,
Authorized Signatory
AUSTIN VENTURES III-B, L.P.
By: AV Partners III, L.P.,
Its General Partner
By: /s/ Blaine F. Wesner
------------------------------Blaine F. Wesner,
Authorized Signatory
AUSTIN VENTURES V, L.P.
By: AV Partners V, L.P.,
Its General Partner
By: /s/ Blaine F. Wesner
------------------------------Blaine F. Wesner,
Authorized Signatory
AUSTIN VENTURES V AFFILIATES FUND, L.P.
By: AV Partners V, L.P.
Its General Partner
By: /s/ Blaine F. Wesner
------------------------------Blaine F. Wesner,
General Partner
CAPITAL RESOURCES LENDERS II, L.P.
By: Capital Resource Partners II, L.P.,
Its General Partner
By: /s/ Stephen M. Jenks
------------------------------General Partner
WINDWARD CAPITAL PARTNERS II, L.P.
By: Windward Capital GP II, LLC,
Its General Partner
By: /s/ Peter S. Macdonald
------------------------------Peter S. Macdonald,
Managing Member
WINDWARD CAPITAL LP II, LLC
By: /s/ Peter S. Macdonald
----------------------------------Peter S. Macdonald,
Managing Member
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SERIES B PREFERRED STOCK
AND WARRANT PURCHASE AGREEMENT
This Series B Preferred Stock and Warrant Purchase Agreement (the
"Agreement") dated as of May 19, 1997 is entered into by and among Monitronics
International, Inc., a Texas corporation (the "Company"), and the persons listed
on Exhibit A attached hereto (individually, a "Purchaser" and, collectively, the
"Purchasers"). Capitalized terms not defined elsewhere herein shall have the
respective meanings assigned to them in part 10 of this Agreement.
In consideration of the mutual promises and covenants contained in this
Agreement, the parties agree as follows:
1. Authorization and Sale of Shares and Warrants.
1A. Authorization. The Company has, or before the Closing (as defined
in part 2) will have, duly authorized the issuance and sale, pursuant to the
terms of this Agreement, of up to 5,000,000 shares of its Series B Preferred
Stock, having the rights, restrictions, privileges and preferences set forth in
the Certificate of Designation of Series B of Class B Preferred Stock attached
as Exhibit B (the "Certificate of Designation") and Warrants for the purchase of
an aggregate of 961,700 shares of Class A Common Stock. The Company has, or
before the Closing will have, adopted and filed the Certificate of Designation
with the Secretary of State of the State of Texas. The shares of Class A Common
Stock issued or issuable upon the exercise of the Warrants are referred to as
the "Warrant Shares." The shares of Series B Preferred Stock being sold under
this Agreement and, unless the context otherwise requires, the Warrant Shares
are referred to collectively as the "Shares."
1B. Sale of Shares of Series B Preferred Stock. Subject to the terms
and conditions of this Agreement, at the Closing, the Company will issue and
sell to each of the Purchasers, and each of the Purchasers will purchase, the
number of shares of Series B Preferred Stock set forth opposite such Purchaser's
name on Exhibit A for the purchase price of $1.00 per share.
1C. Sale of Warrants. Subject to the terms and, conditions of this
Agreement, at the Closing, the Company will issue and sell to each of the
Purchasers, and each of the Purchasers will purchase Warrants entitling each
such Purchaser to purchase the number of shares of Common Stock set forth
opposite such Purchaser's name on Exhibit A, for the aggregate purchase price
set forth opposite such Purchaser's name on Exhibit A.
1D. Separate Sales. The Company's agreement with each of the

Purchasers is a separate agreement, and the sale of Series B Preferred Stock and
Warrants to each of the Purchasers is a separate sale.
1E. Use of Proceeds. The Company will use the proceeds from the sale
of the Series B Preferred Stock for working capital and other general corporate
purposes.
2. The Closing. The closing of the issuance, sale and purchase of the
shares of Series B Preferred Stock and Warrants under this Agreement (the
"Closing") shall take place on May 19, 1997. The Closing shall be held at the
offices of Hughes & Luce, L.L.P., 111 Congress
Avenue, Suite 900, Austin, Texas at 10:00 a.m. on the date specified for such
Closing above, or at such other place or such other time as the Company and the
Purchasers may agree in writing. At the Closing, the Company shall deliver to
each of the Purchasers (i) a certificate representing the number of Shares of
Series B Preferred Stock being purchased by such Purchaser, registered in the
name of such Purchaser, against payment to the Company of the purchase price
therefor, by wire transfer, check, or other method acceptable to the Company,
and (ii) a Warrant, in the form attached hereto as Exhibit C, to purchase the
number of Shares of Class A Common Stock set forth opposite such Purchaser's
name on Exhibit A, registered in the name of such Purchaser, against payment to
the Company of the purchase price therefor, by wire transfer, check, or other
method acceptable to the Company. If at the Closing any of the conditions
specified in part 5 shall not have been fulfilled, each of the Purchasers shall,
at its election, be relieved of all of its obligations under this Agreement to
be performed at such Closing.
3. Representations and Warranties of the Company. Subject to and except as
disclosed by the Company in the Schedule of Exceptions attached as Exhibit D,
the Company hereby represents and warrants to each of the Purchasers as follows:
3A. Organization and Standing. The Company is a corporation duly
organized, validly existing and in good standing under the laws of the State of
Texas and has full corporate power and authority to conduct its business as
presently conducted and as proposed to be conducted by it and to enter into and
perform this Agreement and to carry out the transactions contemplated by this
Agreement. The Company is duly qualified and in good standing to do business as
a foreign corporation in each jurisdiction where the failure to be so qualified
would have a material adverse effect on the Company. The Company has furnished
to each Purchaser true and complete copies of its Articles of Incorporation and
Bylaws, each as amended to date and currently in effect.
3B. Capitalization. The authorized capital stock of the Company
consists of (i) 15,000,000 shares of Class A Common Stock, of which 475,338
shares are issued and outstanding, (ii) 700,000 shares of Class B Common Stock,
of which no shares are issued and outstanding, and (iii) 19,000,000 shares of
Preferred Stock, of which 4,000,000 shares are Class A Preferred Stock, all of
which shares of Class A Preferred Stock are issued and outstanding, and
15,000,000 shares are Class B Preferred Stock, of which 5,000,000 are designated
Series B Preferred Stock; none of which shares of Class B Preferred Stock are
issued or outstanding. All of the issued and outstanding shares of Class A
Common Stock and Class A Preferred Stock have been duly authorized and validly
issued and are fully paid and nonassessable. Except (i) pursuant to the
Company's Incentive Stock Compensation Plan, dated October 21, 1994, as amended
to date (the "1994 Stock Plan"), which provides for the issuance of up to
919,567 shares of Class A Common Stock, (ii) upon exercise of the Mezzanine
Warrants, (iii) upon exercise of the Heller Warrant, (iv) as provided in this
Agreement, the Class A Purchase Agreement, the Note Purchase Agreement or any
Ancillary Agreement, or (v) as set forth in Exhibit D: (1) no subscription,
warrant, option, convertible security or other right (contingent or otherwise)
to purchase or acquire any shares of capital stock of the Company is authorized
or outstanding; (2) the Company has no obligation (contingent or otherwise) to
issue any subscription, warrant, option, convertible security or other such
right or to issue or distribute to holders of any shares of its capital stock
any evidences of indebtedness or assets of the Company; and (3) the Company has
no obligation (contingent or otherwise) to purchase, redeem
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or otherwise acquire any shares of its capital stock or any interest therein or
to pay any dividend or make any other distribution in respect thereof. All of
the issued and outstanding shares of capital stock of the Company have been
offered, issued and sold by the Company in compliance with applicable federal
and state securities laws.
3C. Subsidiaries, Etc. The Company has no Subsidiaries and does not
own or control, directly or indirectly, any shares of capital stock of any other
corporation or any interest in any partnership, joint venture or other
non-corporate business enterprise.
3D. Shareholder List and Agreements. Exhibit D sets forth a true and
complete list of the shareholders of the Company, showing the number of shares

of Class A Common Stock, Class A Preferred Stock, the Mezzanine Warrants, the
Heller Warrant or other securities of the Company held by each shareholder as of
the date of this Agreement and date of each Closing and the consideration paid
to the Company, if any, therefor. Except (i) pursuant to the 1994 Stock Plan,
(ii) as provided in this Agreement or any Ancillary Agreement (or the various
agreements amended by the Amendment Agreement), or (iii) as set forth in Exhibit
D, there are no agreements, written or oral, between the Company and any holder
of its capital stock, or, to the best of the Company's knowledge, among any
holders of its capital stock, relating to the acquisition (including without
limitation rights of first refusal or preemptive rights), disposition,
registration under the Securities Act, or voting of the capital stock of the
Company.
3E. Issuance of Shares and Warrants. The issuance, sale and delivery
of the Series B Preferred Stock and the Warrants in accordance with this
Agreement, and the issuance and delivery of the Warrant Shares upon exercise of
the Warrants, have been, or will be on or prior to the Closing, duly authorized
by all necessary corporate action on the part of the Company, and all such
Shares have been duly reserved for issuance. The Series B Preferred Stock, when
so issued, sold and delivered against payment therefor in accordance with the
provisions of this Agreement, and the Warrant Shares, when issued upon exercise
of the Warrants in accordance with the terms of the Warrants, will be duly and
validly issued, fully paid and non-assessable..
3F. Authority for Agreement. The execution, delivery and performance
by the Company of this Agreement and all Ancillary Agreements, and the
consummation by the Company of the transactions contemplated hereby and thereby,
have been duly authorized by all necessary corporate action. This Agreement and
the Ancillary Agreements have been duly executed and delivered by the Company
and constitute valid and binding obligations of the Company enforceable in
accordance with their respective terms. The execution, delivery and performance
of the-transactions contemplated by this Agreement and the Ancillary Agreements
(including the various agreements amended by the Amendment Agreement) and
compliance with their provisions by the Company will not violate any provision
of law and will not conflict with or result in any breach of any of the terms,
conditions or provisions of, or constitute a default under, or require a consent
or waiver under, its Articles of incorporation or Bylaws (each as amended to
date) or any indenture, lease, agreement or other instrument to which the
Company is a party or by which it or any of its properties is bound, or any
decree, judgment, order, statute, rule or regulation applicable to the Company.
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3G. Governmental Consents. No consent, approval, order or
authorization of, or registration, qualification, designation, declaration or
filing with, any governmental authority is required on the part of the Company
in connection with the execution and delivery of this Agreement, the offer,
issuance, sale and delivery of the Shares, or the other transactions to be
consummated at the Closings, as contemplated by this Agreement, except such
filings as shall have been made prior to and shall be effective on and as of
each Closing. Based in part on the representations made by each of the
Purchasers in part 4 of this Agreement, the offer and sale of the Shares and the
Warrants to each of the Purchasers will be in compliance with applicable federal
and state securities laws.
3H. Litigation. There is no action, suit or proceeding, or
governmental inquiry or investigation, pending, or, to the best of the Company's
knowledge, any basis therefor or threat thereof, against the Company, which
questions the validity of this Agreement or any Ancillary Agreement (or any of
the various agreements amended by the Amendment Agreement) or the right of the
Company to enter into or perform this Agreement or any Ancillary Agreement, or
which could reasonably be expected to hay; either individually or in the
aggregate, any material adverse effect on the business, prospects, assets or
condition, financial or otherwise, of the Company, nor is there any litigation
pending, or, to the best of the Company's knowledge, any basis therefor or
threat thereof, against the Company by reason of the proposed activities of the
Company, or negotiations by the Company with possible investors in the Company.
3I. Financial Statements. The Company has furnished to each of the
Purchasers a complete and correct copy of the following financial statements
(collectively, the "Financial Statements"): (i) the Company's audited balance
sheet, statement of income, changes in shareholders' equity, and cash flows for
the fiscal year end June 30, 1996, and (ii) the Company's unaudited balance
sheet (the "Balance Sheet") as of March 31, 1997 (the "Balance Sheet Date") and
the related statement of operations and cash flow for the nine-month period
ended as of the Balance Sheet Date (the "Most Recent Financial Statements"). The
Financial Statements are complete and correct, are in accordance with the books
and records of the Company and present fairly the financial condition and
results of operations of the company, as at the dates and for the periods
indicated, and have been prepared in accordance with generally accepted
accounting principles consistently applied, except that the Most Recent
Financial Statements lack footnotes and other presentation items and axe subject
to normal year-end audit adjustments, which will not be material, individually
or in the aggregate.

3J. Absence of Liabilities. Except as disclosed in Exhibit D, at the
Balance Sheet Date, the Company did not have any liabilities of any type that in
the aggregate exceeded $40,000, whether absolute or contingent, which were not
fully reflected on the Balance Sheet, and since the Balance Sheet Date the
Company. has not incurred or otherwise become subject to any such liabilities or
obligations except in the ordinary course of business.
3K. Taxes. The amount shown on the Balance Sheet as provision for
taxes is sufficient in all material respects for payment of all accrued and
unpaid federal, state, county, local and foreign taxes for the period then ended
and all prior periods. The Company has filed all federal, state, county, local
and foreign tax returns which are required to be filed by it on or prior to the
date of each Closing, such returns are true and correct and all taxes shown
thereon to be due have been timely paid with exceptions not material to the
Company. Federal income tax
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returns of the Company have not been audited by the Internal Revenue Service,
and no controversy with respect to taxes of any type is pending or, to the best
of the Company's knowledge, threatened. Neither the Company nor any of its
shareholders has ever filed (i) an election pursuant to Section 1362 of the
Code, that the Company be taxed as an S Corporation or (ii) a consent pursuant
to Section 341(f) of the Code relating to collapsible corporations.
3L. Property and Assets. The Company has good and indefeasible title
to or a valid leasehold interest in all of its properties and assets, which
comprise all of the properties and assets reflected in the Balance Sheet (except
those disposed of since the Balance Sheet Date in the ordinary course of
business) and all of the properties and assets necessary or useful for the
conduct of its business as currently conducted by the Company, and none of such
properties or assets is subject to any Lien of any nature whatsoever other than
those the material terms of which are described in the Balance Sheet or in
Exhibit D.
3M. Intellectual Property. The Company is the sole owner of or
possesses all legal rights to all patents, patent applications, trademarks,
service marks, trademark and service mark applications, trade names, copyrights,
trade secrets, licenses, information and proprietary rights and processes
presently used by the Company or necessary for the conduct of the Company's
business as conducted and as proposed to be conducted (the "Intellectual
Property Rights"). The Company has taken all actions reasonable in light of its
financial position to protect the Intellectual Property Rights. The business
conducted or proposed to be conducted by the Company does not and. will not
cause the Company to infringe or violate any of the trademarks, service marks,
trade names, copyrights,. licenses, trade secrets or other intellectual property
rights or the patents of any other Person, and, except as set forth in Exhibit
D, does not and will not require the Company to obtain any license or other
agreement to use any trademarks, service marks, trade names, copyrights,
licenses, trade secrets or other intellectual property rights or patents of
others. Except for standard end-user license agreements, there are no
outstanding options, licenses or agreements of any kind relating to the
Intellectual Property Rights, nor is the Company bound by or a party to any
options, licenses or agreements of any kind with respect to the patents,
trademarks, service marks, trade names, copyrights, trade secrets, licenses,
information and proprietary rights and processes of any other Person. The.
Company has not received any communications alleging that the Company has
violated or, by conducting its business as proposed to be conducted, would
violate any of the patents, trademarks, service marks, trade names, copyrights,
trade secrets, licenses, information and proprietary rights and processes of any
other Person. Exhibit D contains a complete list of patents, pending patent
applications, trademarks and service marks of the Company. The Company is not
aware that any employee of the Company is obligated under any contract
(including any license, covenant or commitment of any nature), or subject to any
judgment, decree or order of any court or administrative agency, that would
conflict or interfere with (i) the performance of the any employee's duties as
an officer, employee or director of the Company, (ii) the use of any employee's
best efforts to promote the interests of the Company, or (iii) the Company's
business as conducted or proposed to be conducted. The Company does not believe
that it is or will be necessary to use any inventions or works of authorship of
its employees (or persons it currently intends to hire) made prior to their
employment by the Company.
3N. Insurance. The Company maintains valid policies of insurance with
respect to its properties and business of the kinds and in the amounts not less
than is customarily
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obtained by corporations engaged in the same or similar business and similarly
situated, including, without limitation, employee injury benefit insurance and
insurance against casualty loss, public liability, libel, slander, defamation,

advertising injury and other risks. Exhibit D sets forth a schedule and brief
description of the policies of insurance currently maintained by the Company.
With respect to each such insurance policy: (i) the policy is in full force and
effect; (ii) the Company is not in breach or default (including with respect to
the payment of premiums or the giving of notices), and no event has occurred
which, with notice or the lapse of time, would constitute such a breach or
default or permit termination, cancellation, modification or denial of coverage
under the policy and (iii) no party to the policy has repudiated any of its
provisions.
3O. Material Contracts and Obligations. Exhibit D sets forth a list of
all material agreements or commitments of any nature to which the Company is a
party or by which it is bound, other than alarm monitoring purchase agreements
entered in the ordinary course of business, including without limitation (i)
each agreement which requires future expenditures by the Company in excess o.
$50,000 or which might result in payments to the Company in excess of $50,000,
(ii) all employment and consulting agreements, employee benefit, bonus, pension,
profit-sharing, stock option, stock purchase and similar plans and arrangements,
and distributor and sales representative agreements, (iii) each agreement with
any stockholder, officer or director of the Company, or any "affiliate" or
"associate" of such persons (as such terms are defined in the rules and
regulations promulgated under the Securities Act), including without limitation
any agreement or other arrangement providing for the furnishing of services by,
rental of real or personal property from, or otherwise requiring payments to,
any such person or entity, and (iv) any agreement relating to the Intellectual
Property Rights. The Company has delivered to the Purchasers copies of such of
the foregoing agreements as the Purchasers have requested. All of such
agreements and contracts are valid, binding and in full force and effect.
3P. Compliance. The Company has complied in all material respects with
all laws, regulations and orders applicable to its present and proposed business
and has all material permits and licenses required thereby. There is no term or
provision of any mortgage, indenture, contract, agreement or instrument to which
the Company is a party or by which it is bound or of any provision of any
existing state or federal judgment, decree, order, statute, rule or regulation
applicable to or binding upon the Company, which materially adversely affects
or, so far as the Company may now reasonably foresee, in the future is
reasonably likely to materially adversely affect, the business, prospects,
assets or condition, financial or otherwise, of the Company. To the best of the
Company's knowledge, no employee of the Company is in violation of any term of
any contract or covenant (either with the Company or with another entity)
relating to employment, patents, proprietary information disclosure,
noncompetition or non-solicitation.
3Q. Absence of Changes. Since the Balance Sheet Date, there has been
no material adverse change in the condition, financial or otherwise, net worth
or results of operations of the Company, other than changes occurring in the
ordinary course of business which changes have not, individually or in the
aggregate, had a materially adverse effect on the business, prospects,
properties or condition, financial or otherwise, of the Company. Without
limiting the foregoing and except as set forth in Exhibit D, since that date:
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(i) the Company has riot sold, leased, transferred, or assigned any of
its assets, tangible or intangible, other than for a fair consideration in
the ordinary course of business;
(ii) the Company has not entered into any agreement, contract, lease,
or license (or series of related agreements, contracts, leases, and
licenses) either involving more than $25,000 (other than alarm monitoring
purchase agreements entered in the ordinary course of business) or outside
the ordinary course of business;
(iii) no party (including the Company) has accelerated, terminated,
modified, or cancelled any agreement, contract, lease, or license (or
series of related agreements, contracts, leases, and licenses) involving
more than $25,000 to which the Company is a party or by which the Company
or its assets are bound;
(iv) the Company has not imposed or permitted any other Person to
impose any Lien upon any of its assets, tangible or intangible;
(v) the Company has not made any capital expenditure (or series of
related capital expenditures) either involving more than $25,000 or outside
the ordinary course of business;
(vi) the Company has not made any capital investment in, any loan to,
or any acquisition of the securities or assets of, any other Person (or
series of related capital investments, loans, and acquisitions) either
involving more than $25,000 (other than alarm monitoring purchase
agreements entered in the ordinary course of business) or outside the
ordinary course of business;

(vii) the Company has not issued any note, bond, or other debt
security or created, incurred, assumed, or guaranteed any indebtedness for
borrowed money or capitalized lease obligation either involving more than
$5,000 alone or $l5,000 in the aggregate;
(viii) the Company has not delayed or postponed the payment of
accounts payable or any other liabilities outside the ordinary course of
business;
(ix) the Company has not cancelled, compromised, waived, or released
any right or claim (or series of related rights and claims) either
involving more than $25,000 or outside the ordinary course of business;
(x) the Company has not granted any license or sublicense of any
rights under or with respect to any Intellectual Property Rights except in
the ordinary course of business;
(xi) the Company has not declared, set aside, or paid any dividend or
made any distribution with respect to its capital stock (whether in cash or
in kind) or redeemed, purchased, or otherwise acquired any of its capital
stock;
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(xii) the Company has not experienced any damage, destruction, or loss
(whether or not covered by insurance) to its property;
(xiii) the Company has not made any loan to, or entered into any other
transaction with, any of its directors, officers, and employees outside the
ordinary course of business;
(xiv) the Company has not entered into any employment contract or
collective bargaining agreement, written or oral, or modified the terms of
any such contract or agreement,
(xv) the Company has not granted any increase in the base compensation
of any of its directors, officers, and employees outside the ordinary
course of business;
(xvi) the Company has not adopted, amended, modified or terminated any
bonus, profit-sharing, incentive, severance, or other plan, contract, or
commitment for the benefit of any of its directors, officers, and employees
(or taken any such action with respect to any other benefit plan);
(xvii) the Company has not made any other change in employment terms
for any of its directors, officers, and employees outside the ordinary
course of business;
(xviii) the Company has not made or pledged to make any charitable or
other capital contribution outside the ordinary course of business;
(xix) there has not been any other material occurrence, event,
incident, action, failure to act, or transaction outside the ordinary
course of business involving the Company or its assets or business; and
(xx) the Company has not committed to do any of the foregoing.
3R. Employees. None of the employees of the Company is represented by
any labor union, and there is no labor strike or other labor trouble pending
with respect to the Company (including, without limitation, any organizational
drive) or, to the best of the Company's knowledge, threatened.
3S. ERISA. The Company does not have or otherwise contribute to or
participate in any employee benefit plan subject to the Employee Retirement
Income Security Act of 1974 (other than a medical benefit plan with respect to
which the Company has made all required contributions and has complied with all
applicable laws).
3T. Books and Records. The minute books of the Company contain
complete and accurate records of all meetings and other corporate actions of its
shareholders and its Board of Directors and committees thereof. The stock ledger
of the Company is complete and reflects all issuances, transfers, repurchases
and cancellations of shares of capital stock of the Company.
3U. Disclosures. Neither this Agreement, any Ancillary Agreement nor
any exhibit hereto or thereto, nor any report, certificate or instrument
furnished to any of the
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Purchasers in connection with the transactions contemplated in this Agreement or
the Ancillary Agreements, when. read together, contains any untrue statement of
a material fact or omits to state a material fact necessary in order to make the

statements contained herein or therein, in light of the circumstances under
which they were made, not misleading. The Company knows of no information or
fact that has or would have, a material adverse effect on the business,
prospects, assets or condition, financial or otherwise, of the Company which has
not been disclosed to the Purchasers in this Agreement, the exhibits hereto, or
other written materials furnished to the Purchasers.
4. Representations and Warranties of the Purchasers. Each of the Purchasers
severally represents and warrants to the Company as follows:
4A. Investment. Such Purchaser is acquiring the Shares and the
Warrants for its own account for investment and not with a view' to, or for sale
in connection with, any distribution thereof, nor with any present intention of
distributing or selling the same, and, except as contemplated by this Agreement,
the Ancillary Agreements, and the exhibits hereto and thereto, such Purchaser
has no present or contemplated agreement, undertaking, arrangement, obligation,
indebtedness or commitment providing for the disposition thereof. Such Purchaser
acknowledges the restrictions on transfer of the Shares and the Warrants set
forth in part 9 of this Agreement. Nothing contained in this part 4 shall limit
or restrict the ability of a Purchaser from pledging or granting a Lien in
respect of any Shares to secure bona fide obligations or indebtedness of the
Purchaser.
4B. Authority. Such Purchaser has full power and authority to enter
into and to perform this Agreement in accordance with its terms. Any Purchaser
which is a corporation, partnership or trust represents that it has not been
organized, reorganized or recapitalized specifically for the purpose of
investing in the Company.
4C. Accredited Investor. Such Purchaser has carefully reviewed the
representations concerning the Company contained in this Agreement and has made
detailed inquiry concerning the Company, its business and its personnel; the
officers of the Company have made available to such Purchaser any and all
written information which it has requested and have answered to such Purchaser's
satisfaction all inquiries made by such Purchaser; and such Purchaser is an
"accredited investor," as such term is defined in Regulation D promulgated under
the Securities Act.
5. Conditions to the Obligations of the Purchasers. The obligation of each
of the Purchasers to purchase Series B Preferred Stock at the Closing is subject
to the fulfillment, or the waiver by such Purchaser, of each of the following
conditions on or before such Closing:
5A. Accuracy of Representations and Warranties. Each representation
and warranty contained in part 3 shall be true at and as of the Closing with the
same effect as though such representation and warranty had been made on and as
of the date of the Closing.
5B. Performance. The Company shall have performed and complied with
all agreements and conditions contained in this Agreement required to be
performed or complied with by the Company prior to or at the Closing.
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5C. Opinion of Counsel. Each Purchaser shall have received an opinion
from Glast, Phillips & Murray, a Professional Corporation, counsel for the
Company, dated the date of the Closing, addressed to the Purchasers, and
satisfactory in form and substance to the Purchasers and their special counsel,
substantially in the form attached as Exhibit E hereto.
5D. Ancillary Agreements. The Second Amendment Agreement attached
hereto as Exhibit F (the "Amendment Agreement") shall have been executed and
delivered by the Company, the holders of the Class A Common Stock, Austin
Ventures III, and each of the Purchasers and shall be in full force and effect
5E. Certificates and Documents. The Company shall have delivered to
the Purchasers or special counsel to the Purchasers:
(i) the Articles of Incorporation of the Company, including the
Certificate of Designation, as amended and in effect as of the Closing,
certified by the Secretary of State of the State of Texas;
(ii) certificates, as of the most recent practicable dates, as to the
existence and corporate good standing of the Company issued by the
Secretary of State of the State of Texas;
(iii) Bylaws of the Company, certified by its Secretary as of the date
of such Closing;
(iv) resolutions of the Board of Directors of the Company, authorizing
and approving all matters in connection with this Agreement, the Ancillary
Agreements and the transactions contemplated herein and therein, certified
by the Secretary of the Company as of the date of such Closing; and

(v) such other documents relating to the transactions contemplated in
this Agreement and the Ancillary Agreements as any Purchaser may reasonably
request.
5F. Amendments to Articles of Incorporation. The Certificate of
Designation shall have been filed with the Secretary of State of the State of
Texas and, thereafter, the Articles of Amendment to the Articles of
Incorporation of the Company, in the form attached as Exhibit G hereto, shall
have been filed with the Secretary of State of the State of Texas.
5G. Loan Agreement. The Company shall have contemporaneously with the
Closing entered into that certain Amended and Restated Revolving Credit and Term
Loan Agreement with the lenders named therein on terms satisfactory to the
Purchasers, and the Company shall have access to the funds with respect thereto.
5H. Note Agreement. The Company shall have contemporaneously with the
Closing entered into that certain Senior Subordinated Note and Warrant Purchase
Agreement with CRL (the "Additional Note Agreement") on terms satisfactory to
the Purchasers, and the Company shall have simultaneously closed on the issuance
and sale of its 12.0% Senior Subordinated Note, due June 30, 2003, in the
aggregate principal amount of $2,000,000 under the Additional Note Agreement.
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5I. Compliance Certificate. The Company shall have delivered to the
Purchasers a certificate, executed by the President of the Company, dated the
date of such Closing, certifying to the fulfillment of the conditions specified
in paragraphs 5A, 5B, 5D and 5F through 5H.
5J. Other Matters. All corporate and other proceedings in connection
with the transactions contemplated in this Agreement and the Ancillary
Agreements and all documents and instruments incident to such transactions shall
be reasonably satisfactory in substance and form to the Purchasers and their
special counsel, and the Purchasers and their special counsel shall have
received all such counterpart originals or certified or other copies of such
documents as they may reasonably request.
6. Condition to the Obligations of the Company. The obligations of the
Company to issue and sell the Series B Preferred Stock to the Purchasers at a
Closing are subject to fulfillment, or the waiver by the Company, of each of the
following conditions on or before such Closing:
6A. Accuracy of Representations and Warranties. The representations
and warranties of the Purchasers contained in part 4 shall be true at and as of
such Closing with the same effect as though such representations and warranties
had been made on and as of the date of such Closing.
6B. Minimum Investment. Purchasers shall have tendered at the Closing
aggregate consideration of not less than $5,000,000 for the purchase of Series B
Preferred Stock.
6C. Other Matters. All corporate and other proceedings in connection
with the transactions contemplated in this Agreement and the Ancillary
Agreements and all documents and instruments incident to such transactions shall
be reasonably satisfactory in substance and form to the Company and its counsel,
and the Company and its counsel shall have received all such counterpart
originals or certified or other copies of such documents as they may reasonably
request.
7. Covenants of the Company.
7A. Inspection and Observation. The Company shall permit each Major
Purchaser or any authorized representative thereof, to visit and inspect the
properties of the Company, including its corporate and financial records, and to
discuss its business and finances with officers of the Company, during normal
business hours following reasonable notice, without interference to the conduct
of the Company's business and as often as may be reasonably requested.
7B. Financial Statements and Other Information. The Company shall
deliver to each Qualified Holder:
(i) within 100 days after the end of each fiscal year of the Company,
an audited balance sheet of the Company as at the end of such year and
audited statements of operations and of cash flows of the Company for such
year, certified by Arthur Andersen LLP or another firm of certified public
accountants of established national
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reputation selected by the Company and reasonably acceptable to the
Purchasers, and prepared in accordance with generally accepted accounting
principles;

(ii) within 30 days after the end of each month, an unaudited balance
sheet of the Company as at the end of such month and unaudited statements
of operations and of cash flows of the Company for such month and for the
current fiscal year to the end of such month, setting forth in comparative
form the Company's operating budget for the corresponding periods for the
current fiscal year, accompanied by an executive summary of the activities
of the Company during such. month, signed by the Company's chief executive
officer and chief financial officer;
(iii) as soon as available, but in any event not later than 30 days
prior to the beginning of each new fiscal year, an operating budget for
such fiscal year approved by the Board of Directors;
(iv) with reasonable promptness, such other notices, information and
data with respect to the Company as the Company delivers to the holders of
its Class A Common Stock or Class A Preferred Stock, and such other
information and data as such Major Purchaser may from time to time
reasonably request.
The foregoing financial statements shall be prepared on a consolidated basis,.
if the Company then has any Subsidiaries. The financial statements delivered
pursuant to clause (ii) shall be accompanied by a certificate of the chief
financial officer of the Company stating, in the name and on behalf of the
Company, that such statements have been prepared in accordance with generally
accepted accounting principles consistently applied and fairly present the
financial condition and results of operations of the Company at the date thereof
and for the periods covered thereby.
7C. Material Changes and Litigation. The Company shall promptly notify
each Purchaser of any material adverse change in the business, prospects, assets
or condition, financial or otherwise, of the Company and of any litigation or
governmental proceeding or investigation brought or, to the best of the
Company's knowledge, threatened against the Company, or against any officer,
director, key employee or principal shareholder of the Company materially
adversely affecting or which, if adversely determined, could reasonably be
expected to materially adversely affect its business, prospects, assets or
condition, financial or otherwise.
7D. Negative Covenants. The Company shall not, without the written
approval of the holders of at least 66-2/3% of the Shares:
(i) make (or permit any subsidiary to make) any loan or advance to, or
own any stock or other securities of, any subsidiary or other corporation,
partnership, or other entity unless it is wholly owned by the Company;
(ii) issue any Equity Securities except (a) the Shares pursuant to
this Agreement, (b) the Warrant Shares upon exercise of the Warrants, (c)
upon conversion of the Class A Preferred Stock or the Class B Common Stock,
(d) upon exercise of the Mezzanine Warrants, (e) upon exercise of the
Heller Warrant, or (f) pursuant to an Approved Plan;
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(iii) make any loan or advance to any Person, including, without
limitation, any employee or director of the Company or any Subsidiary,
except advances and similar expenditures in the ordinary course of business
or under the terms of an Approved Plan;
(iv) guarantee directly or indirectly, any indebtedness except for
trade accounts of any Subsidiary arising in the ordinary course of
business;
(v) acquire, by purchase, exchange, merger or otherwise, all or
substantially all of the properties or assets of any other Person, other
than purchases of alarm monitoring contracts pursuant to alarm monitoring
purchase agreements entered in the ordinary course of business;
(vi) adopt any stock option, stock purchase or similar incentive plan
or arrangement other than an Approved Plan;
(vii) amend, modify or waive any provisions of any stock option or
restricted stock grant granted or issued pursuant to an Approved Plan
except as contemplated in this Agreement; or
(viii) redeem, purchase or acquire any capital stock or Equity
Security except (a) pursuant to this Agreement, (b) shares of Class A
Preferred Stock or Series B Preferred Stock pursuant to the Articles of
Incorporation, or (c) pursuant to the Shareholders Agreement.
7E. Termination of Covenants. The covenants of the Company contained
in paragraphs 7A through 7D shall terminate, and be of no further force or
effect; at the time of and subject to the closing and funding of a Qualified
Public Offering.

7F. Reservation of Common Stock. The Company shall reserve and
maintain a sufficient number of shares of Class A Common Stock for issuance upon
exercise of all of the outstanding Warrants.
7G. Qualified Small Business Stock. The Company shall comply with a~1y
applicable filing or reporting requirements imposed under the Code on issues of
Qualified Small Business Stock. Without limiting the foregoing, the Company
shall submit to its shareholders (including the Purchasers.) and to the Internal
Revenue Service any reports that may be required under Section 1202(d)(1)(C) of
the Code and the Regulations promulgated thereunder. In addition, within ten
days after any Purchaser's written request therefor, the Company shall deliver
to such Purchaser a written statement indicating whether such Purchaser's
interest in the Company constitutes Qualified Small Business Stock.
8. Obligation to Repurchase Warrants.
8A. Right to Put Warrants and Warrant Shares. For a period of 365 days
(the "Put Exercise Period") commencing with the earlier to occur of (i) the date
upon which the Company shall have effected the redemption of all of the
outstanding shares of Class A Preferred Stock and Series B Preferred Stock in
accordance with Article Four of the Articles of Incorporation, as amended from
time to time, or (ii) the date upon which the Company shall have
13
effected the redemption or repurchase of all outstanding shares of Series B
Preferred Stock and at least ninety percent (90%) of the outstanding shares of
Class A Preferred Stock pursuant to a purchase offer made to the holders of
Class A Preferred Stock pursuant to Article Four of the Articles of
Incorporation, as amended from time to time, each holder of the Warrants and
Warrant Shares shall have the right and option (the "Put Option") to sell to the
Company and to require the Company to purchase from such holder, at the
Repurchase Price (as defined in paragraph 8D) all or any number of the Warrants
and Warrant Shares held by such holder. The Company shall provide each holder of
Warrants and Warrant Shares at least ten days' prior written notice of any event
described in clause (i) or (ii) above.
8B. Notice and Payment. To exercise the Put Option, a holder of
Warrants or Warrant Shares shall give the Company written notice during the Put
Exercise Period (the "Put Notice") and shall specify in such notice the number
of Warrants and/or Warrant Shares to be sold and may specify in such notice a
proposed date of sale. The closing of any repurchase of the Warrants or Warrant
Shares pursuant to paragraph 8A shall take place at the offices of the Company
at 10:00 a.m., Dallas, Texas time, on a business day (the "Put Closing Date")
which shall not be later than the latest to occur (i) the date specified `in the
Put Notice (which shall not be less than 15 business days after the date of the
Put Notice or more than 15 business days after then end of the Put Exercise
Period) and (ii) the date 15 business days after a final determination of the
Repurchase Price pursuant to paragraph 8D.
On or prior to the Put Closing Date, the Company shall deliver a certified
or bank cashier's check to the holder of the Warrants or Warrant Shares being
repurchased, at his or its address as the same appears in the transfer records
of the Company, in an amount equal to the aggregate Repurchase Price for the
Warrants and Warrant shares being repurchased from such holder, determined in
accordance with paragraph 8D, or shall transfer such amount by wire transfer of
immediately available funds to any account specified in writing by such holder
to the Company.
8C. Insufficiency of Funds. In the event that any or all of the
Repurchase Price is not paid to any holder entitled thereto as a result of the
insufficiency of legally available funds under the Texas Business Corporation
Act or otherwise, the obligation to effect the repurchase shall remain an
obligation of the Company and shall be performed as soon as there are funds
legally available therefor.
8D. Repurchase Price for Warrants and Warrant Shares. (a) The
repurchase price (the "Repurchase Price") for each Warrant (determined on the
basis of the number of Warrant Shares into which it is then exercisable) and
each Warrant Share which is to be repurchased by the Company pursuant to
paragraph 8A shall be the quotient obtained by dividing (i) the Fair Market
Value (as defined below) of the aggregate of all of the outstanding Common Stock
as of the end of the Company's last full fiscal quarter immediately preceding
the Put Notice, including in such outstanding Common Stock the Warrant Shares
and all shares of Common Stock which could be acquired from the Company upon
exercise or conversion of any outstanding options or other securities then
exercisable or convertible into Common Stock (collectively, as of any time of
determination, the "Outstanding Common Stock"), by (ii) the number of shares of
Outstanding Common Stock. For purposes of this paragraph 8D, the "Fair Market
Value" of the Outstanding Common Stock shall be determined in good faith by the
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holders of Warrants and/or Warrant Shares exercising Put Options (the
"Exercising Holders") and the Company. If the Exercising Holders and the Company
are unable to agree on such fair market value, the Exercising Holders shall
select a pool of three independent and nationally-recognized investment banking
firms from which the Company shall select one such firm to appraise the fair
market value of the Outstanding Common Stock and to perform the computations
involved. The determination of such investment banking firm shall be binding
upon the Company, the Exercising Holders and any other holder of Warrants or
Warrant Shares. All expenses of such investment banking firm shall be borne
one-half by the Company and one-half by the Exercising Holders. In all cases,
the determination of fair market value shall be made without consideration of
the, lack of a liquid public market for the Outstanding Common Stock and without
consideration of any "control premium" or any discount for holding less than a
majority or controlling interest of the Outstanding Common Stock.
8E. Delivery of Certificates; Reissuance. Upon the timely receipt of
the Repurchase Price (plus interest, if applicable) for Warrants or Warrant
Shares sold the Company pursuant to paragraph 8A, the holder thereof shall
forward on or prior to the Put Closing Date the Warrants and/or the certificates
representing Warrant Shares, as the case may be, so sold to the Company. To the
extent that less than all the holder's Warrants or Warrant Shares are sold, the
Company shall forthwith issue and deliver to such holder, as appropriate, (a)
Warrants in every respect identical to the Warrants so forwarded, except that
the same shall provide for the purchase by the holder of such lesser number of
Warrant Shares as shall be represented by the Warrants which the Company has not
repurchased and (b) certificates representing outstanding Warrant Shares which
the Company has not repurchased. Upon timely payment of the Repurchase Price
therefor (plus interest, if applicable), Warrants or Warrant Shares so
repurchased shall no longer be exercisable or be considered issued and
outstanding or have any validity whatsoever.
8F. Right to Purchase New Mezzanine Securities. Prior to issuing any
subordinated debt, whether or not in combination with warrants or other equity
securities (such subordinated debt and warrants or other equity securities, if
any, herein referred to collectively as "Mezzanine Securities"), of the Company,
or any of its Subsidiaries to any Person, the Company will first give, or cause
such Subsidiary to give to each of the holders of the Warrants and the Warrant
Shares the right to purchase, on the same terms, the same proportion of the
Mezzanine Securities proposed to be sold by the Company or such Subsidiary as
the number of Warrants and Warrant Shares owned by such holder bears to the
total number of shares of Outstanding Common Stock at that lime. Persons
electing to purchase Mezzanine Securities pursuant to this paragraph shall also
be entitled to purchase (pro rata according to their holdings of Warrants and
Warrant Shares) offered Mezzanine Securities that other holders decline to
purchase. Any such right of purchase shall be exercisable for a period of 20
days after the holders receive written notice of a proposed issuance of
Mezzanine Securities (and any such notice by the Company or a Subsidiary shall
be give not less than 20 nor more than 90 days prior to any such issuance). The
Company shall be entitled to sell any Mezzanine Securities not purchased by the
holders of Warrants and Warrant Shares pursuant to this paragraph 8F: (i) during
the period ending six months after the date of the Company's notice to such
holders and (ii) at not less than the same price and upon terms not materially
Less favorable to the Company than those offered to the holders of Warrants and
Warrant Shares, but may not otherwise sell such Mezzanine Securities without
renewed compliance with this paragraph 8F.
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8G. Right to Purchase New Equity Securities. Prior to issuing any
equity securities or any options or convertible securities exercisable for or
convertible into such equity securities (other than (i) those outstanding as of
the Closing Date, (ii) those granted under an Approved Plan, (iii) Common Stock
issued upon conversion of the Class A Preferred Stock outstanding on the Closing
Date or (iv) pursuant to a merger, share exchange or issuance of securities in
connection with the acquisition by the Company of another Person if the
Purchasers and the shareholders of the Company immediately prior to such
transaction share dilution equally as a result of such transaction)
(collectively, "Equity Securities") of the Company or any Subsidiary to any
Person, the Company will first give or cause such Subsidiary to give to each of
the holders of the Warrants and Warrant Shares the right, to purchase, on the
same terms, the same proportion of the securities proposed to be sold by the
Company or such Subsidiary as the number of Warrants and Warrant Shares owned by
such holder bears to the total number of shares of Outstanding Common Stock at
that time. Persons electing to purchase Equity Securities pursuant to this
paragraph shall also be entitled to purchase (pro rata according to their
holdings of Warrants and Warrant Shares) offered Equity Securities that other
holders decline to purchase. Any such right of purchase shall be exercisable for
a period of 20 days after the holders receive written notice of a proposed
issuance of Equity Securities (any such notice by the Company or a Subsidiary
shall be given not less than 20 nor more than 90 days prior to any such
issuance).
8H. Termination Upon Qualified Public Offering. The Put Options set
forth in paragraph 8A, the right of holders of Warrants and Warrant Shares to

purchase new Mezzanine Securities set forth in paragraph 8F and the right of
holders of Warrants and Warrant Shares to purchase new Equity Securities set
forth in paragraph 80 shall terminate immediately prior to the closing of a
Qualified Public Offering.
9. Transfer of Shares and Warrants.
9A. Restrictions. The restrictions on the sale or transfer of Shares
or Warrants set forth in this part 9 shall cease to apply to such Shares or
Warrants (i) upon any sale of such Shares or Warrants pursuant to the
Registration Rights Agreement, Section 4(1) of the Securities Act, or Rule 144
under the Securities Act or (ii) at such time as such Shares or Warrants become
eligible for resale under Rule 144(k) under the Securities Act.
9B. Requirements for Transfer.
(i) Shares or Warrants shall not be sold or transferred unless either
(a) they first shall have been registered under the Securities Act, or (b)
the Company first shall have been furnished with an opinion of legal
counsel, reasonably satisfactory to the Company, to the effect that such
sale or transfer is exempt from the registration requirements of the
Securities Act.
(ii) Notwithstanding the foregoing, no registration or opinion of
counsel shall be required for (a) a transfer by a Purchaser which is a
corporation or a partnership to a shareholder or partner of such Purchaser,
or to the estate of any such shareholder or partner, if the transferee
agrees in writing to be subject to the terms of this part 9 to the same
extent as if such shareholder or partner were an original Purchaser'
hereunder, or (b) a transfer made in accordance with Rule 144 under the
Securities Act.
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9C. Legends. Each certificate representing Shares and each Warrant
shall bear a legend substantially in the following form:
"THE SHARES REPRESENTED BY THIS CERTIFICATE HAVE NOT BEEN REGISTERED
UNDER THE SECURITIES ACT OF 1933, AS AMENDED, OR ANY APPLICABLE STATE
SECURITIES LAWS AND MAY NOT BE SOLD OR TRANSFERRED WITHOUT COMPLIANCE
WITH THE REGISTRATION OR QUALIFICATION PROVISIONS OF APPLICABLE
FEDERAL AND STATE SECURITIES LAWS OR APPLICABLE EXEMPTIONS THEREFROM."
The foregoing legend shall be removed from the certificates representing
any Shares or Warrants, at the request of the holder thereof, at such time as
they become eligible for resale pursuant to Rule 144(k) under the Securities
Act.
9D. Rule 144A Information. The Company shall, at all times during
which it is neither subject to the reporting requirements of Section 13 or 15(d)
of the Exchange Act, nor exempt from reporting pursuant to Rule 12g3-2(b) under
the Exchange Act, upon the written request of any Purchaser, provide in writing
to such Purchaser and to any prospective transferee of any Shares or Warrants of
such Purchaser the information concerning the Company described in Rule
144A(d)(4) under the Securities Act ("Rule 144A Information"). Upon the written
request of any Purchaser, the Company shall cooperate with and assist such
Purchaser or any member of the National Association of Securities Dealers, Inc.
PORTAL system in applying to designate and thereafter maintain the eligibility
of the Shares or Warrants for trading through PORTAL. The Company's obligations
under this paragraph 9D shall at all times be contingent upon receipt from the
prospective transferee of Shares or Warrants of a written agreement to take all
reasonable precautions to safeguard the Rule 144A Information from disclosure to
anyone other than persons who will assist such transferee in evaluating the
purchase of any Shares or Warrants.
10. Definitions. For the purposes of this Agreement, the following terms
shall have the meanings set forth below:
"Additional Note Agreement" has the meaning set forth in paragraph 5H.
"Affiliate" means with respect to any Person, a Person that directly, or
indirectly through one or more intermediaries, controls, is controlled by, or is
under common control with, such Person, and, in the case of an individual,
includes any relative or spouse of such person, or any relative or such spouse,
who has the same home as such Person. The term "control" means the possession,
directly or indirectly, of the power to direct or cause the direction of the
management and policies of a person, whether through the ownership of voting
securities, by contract or otherwise.
"Ancillary Agreements" mean any and all agreements other than this
Agreement required to be executed by the parties to this Agreement on or prior
to the Closing pursuant to paragraph 5D.
"Amendment Agreement" has the meaning set forth in paragraph 5D.
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"Approved Plan" means the 1994 Stock Plan and any other written stock
option, stock purchase or similar incentive plan (or option agreements for the
purchase of up to 400,000 shares of Class A Common Stock, of which options to
purchase 150,000 shares of Class A Common Stock to be cancelled and regranted,
or amended, with a reduced exercise price) approved by a majority of the Board
of Directors.
"Articles of Incorporation" means the Articles of Incorporation of the
Company, and as otherwise amended from time to time.
"Austin Ventures III" means Austin Ventures III-A, L.P. and Austin Ventures
III-B, L.P., collectively.
"Board of Directors" means the board of directors of the Company.
"Business Day" means any day other than a Saturday, Sunday or public
holiday or the equivalent for banks in The Commonwealth of Massachusetts.
"Bylaws" means the bylaws of the Company, as amended and in effect at the
Closing.
"Class A Common Stock" means the Company's Class A Common Stock, par value
$.01 per share.
"Class A Preferred Stock" means the Company's Class A Preferred Stock
(formerly Series A Preferred Stock), par value $0.01 per share, more fully
described in the Articles of Incorporation.
"Class A Purchase Agreement" means the Stock Purchase Agreement dated as of
October 21, 1994, as amended, among the Company and Austin Ventures III,
providing, among other things, for the purchase and sale of Class A Preferred
Stock, and as such agreement may be amended, modified or supplemented from time
to time.
"Class B Common Stock" means the Company's Class B Common Stock, par value
$.01 per share.
"Class B Preferred Stock" means the Company's Class B Preferred Stock, par
value $.0l per share.
"Code" means the Internal Revenue Code of 1986, as amended.
"CRL" means Capital Resource Lenders II, L.P.
"Equity Securities" means any capital stock or similar security, including
without limitation, securities containing equity features and securities
containing profit participation features, or any security convertible or
exchangeable, with or without consideration, into or for any stock or similar
security, or any security carrying any warrant or right to subscribe for or
purchase any stock or similar security, or any such warrant or right.
"Exchange Act" means the Securities Exchange Act of 1934, as amended.
18
"Fair Market Value" has the meaning set forth in paragraph 8D.
"Financial Statements" has the meaning set forth in paragraph 31.
"Heller Warrant" means the Company's Warrant for the purchase (subject to
adjustment as provided therein) of 367,238 shares of Class B Common Stock,
issued to Heller Financial, Inc. ("Heller") pursuant to that certain Warrant
Agreement, by and between the Company and Heller, dated November 10, 1994.
"Lien" means any lien, security interest, pledge, mortgage, deed of trust,
charge or encumbrance in real, personal or mixed property (tangible or
intangible, and wherever located).
"Mezzanine Securities" has the meaning set forth in paragraph 8F.
"Mezzanine Warrants" means the Company's Common Stock Purchase Warrants for
the purchase (subject to adjustment as provided therein) of an aggregate of
565,819 shares of Class A Common Stock, issued to Austin Ventures III and CRL
pursuant to the Note Purchase Agreement.
"Note Purchase Agreement" means the Senior Subordinated Note and Warrant
Purchase Agreement dated as of May 10, 1996, by and among the Company, Austin
Ventures III and CRL, as supplemented and modified by (i) the Senior
Subordinated Note and Warrant Purchase Agreement dated as of November 22, 1996,
and (ii) the Additional Note Agreement, and as such agreement may be amended,

modified or supplemented from time to time.
"Outstanding Common Stock" has the meaning set forth in paragraph 8D.
"Person" means an individual, a partnership, a corporation, an association,
a joint stock company, a trust, a joint venture, a limited liability company, an
unincorporated organization or a governmental entity or any department, agency
or political subdivision thereof.
"Preferred Stock" means the Company's Preferred Stock, par value $0.01 per
share, more fully described in the Articles of Incorporation.
"Put Closing Date" has the meaning set forth in paragraph 8B.
"Put Exercise Period" has the meaning set forth in paragraph 8A.
"Put Option" has the meaning set forth in paragraph 8A.
"Put Notice" has the meaning set forth in paragraph 8B.
"Qualified Holder" means a Purchaser holding not less than 100,000 Shares,
and for purposes of determining whether the number of Shares held by a Purchaser
qualifies such Purchaser as a Qualified Holder, (a) the foregoing numbers shall
be adjusted for any stock splits, stock dividends, recapitalizations or similar
events, (b) Shares shall include Warrant Shares which have been issued pursuant
to the exercise of Warrants, so long as such Warrant Shares are held by such
Purchaser, and (c) Shares shall include Shares held by Affiliates of such
Purchaser
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and, with respect to a Purchaser that is a corporation or partnership, Shares
distributed to and held by its shareholders or partners.
"Qualified Public Offering" has the meaning set forth in the Certificate of
Designation.
"Qualified Small Business Stock" means "qualified small business stock," as
defined in Section 1202(c) of the Code.
"Repurchase Price" has the meaning set forth in paragraph 8D.
"Securities Act" means the Securities Act of 1933, as amended, or any
similar federal law then in force.
"Series B Preferred Stock" means the Company's Series B-l of the Class B
Preferred Stock, more fully described in the Certificate of Designation.
"Shareholders Agreement" means the Amended and Restated Shareholders
Agreement dated as of May 10, 1996, among the Company, Austin Ventures III, and
the Purchasers, and as such agreement may be amended, modified or supplemented
from time to time.
"Subsidiary" means any corporation more than 50% of the outstanding voting
securities of which are owned by the Company or any Subsidiary, directly or
indirectly, or a partnership or limited liability company in which the Company
or any Subsidiary is a general partner or manager or holds interests entitling
it to receive more than 50% of the profits or losses of the partnership or
limited liability company.
"Warrants" means the Company's Common Stock Purchase Warrants for the
purchase (subject to adjustment as provided therein) of an aggregate of 961,700
shares of Class A Common Stock, in the form of Exhibit C attached hereto, to be
issued and sold to the Purchasers pursuant to this Agreement.
11. Miscellaneous.
11A. Successors and Assigns. The rights and obligations of each
Purchaser under this Agreement, may be assigned by such Purchaser to any person
or entity to which Shares or Warrants are transferred by such Purchaser, and
such transferee shall be deemed a "Purchaser" for purposes of this Agreement,
provided that the transferee provides written notice of such assignment to the
Company.
11B. Confidentiality. Except as required by law, each Purchaser agrees
that it will keep confidential and will not disclose or divulge any
confidential, proprietary or secret information which such Purchaser may obtain
from the Company pursuant to financial statements, reports and other materials
submitted by the Company to such Purchaser pursuant to this Agreement or
otherwise, or pursuant to visitation or inspection rights granted hereunder,
unless such information is known, or until such information becomes known, to
the public; provided, however, that a Purchaser may disclose such information
(i) to its attorneys, accountants, consultants and other professionals to the
extent necessary to obtain their services in connection with its investment in

the Company, (ii) to any prospective purchaser of any Shares
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or Warrants from such Purchaser as long as such prospective purchaser agrees in
writing to be bound by the provisions of this paragraph 11B or (iii) to any
Affiliate of such Purchaser or to a partner or shareholder of such Purchaser.
11C. Survival of Representations and Warranties. All agreements,
representations and warranties contained herein shall survive the execution and
delivery of this Agreement and the closing of the transactions contemplated
herein, regardless of any investigation by the Purchasers or on behalf of the
Purchasers.
11D. Expenses. The Company agrees to pay and hold the Purchasers and
holders of the Shares and Warrants harmless from liability for the payment of:
(i) the fees and expenses of the Purchasers, including the reasonable
fees and expenses of Hughes & Luce, L.L.P. and Testa, Hurwitz & Thibeault,
LLP, special counsel to the Purchasers, arising in connection with the
negotiation and execution of this Agreement, the Ancillary Agreements and
the Certificate of Designation and consummation of the transactions
contemplated herein;
(ii) the fees and expenses incurred with respect to the interpretation
of, or any amendments or waivers to this Agreement, the Ancillary
Agreements (including the various agreements amended by the Amendment
Agreement) or the Certificate of Designation (whether or not the same
become effective);
(iii) if a Purchaser or other holder of Shares or Warrants desires to
sell or otherwise transfer any or all of the Shares or Warrants held by it
and counsel for the Company declines to render a legal opinion to such
Purchaser or holder, without cost or expense to such Purchaser or holder,
whether or not registration under the Securities Act will be required for
such sale or transfer, the fees and expenses of counsel for such Purchaser
or holder in obtaining such an opinion;
(iv) stamp and other taxes, excluding income taxes, which may be
payable with respect to the execution and delivery of this Agreement or the
issuance, delivery or acquisition of Shares or Warrants or upon the
exercise of the Warrants;
(v) the fees and expenses incurred in respect of the enforcement of
the rights granted under this Agreement, the Ancillary Agreements
(including the various agreements amended by the Amendment Agreement) and
the Certificate of Designation;
(vi) all costs, fees and expenses incurred by the Company in its
performance of and compliance with this Agreement, the Ancillary Agreements
(including the various agreements amended by the Amendment Agreement) and
the Certificate of Designation, it being understood and agreed that such
costs, fees and expenses shall be borne solely by the Company; and
(vii) fees and expenses incurred by each such Person in any filing
with any governmental agency with respect to its investment in the Company
or in any other filing with any governmental agency with respect to the
Company which mentions such Person.
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11E. Notices. All notices, requests, consents, and other
communications under this Agreement shall be in writing and shall be delivered
personally or by facsimile transmission or by overnight delivery service or 72
hours after having been mailed by first class certified or registered mail,
return receipt requested, postage prepaid:
If to the Company, at Monitronics International, Inc., 12801 Stemmons
Freeway, Dallas, Texas 75234, Attention: James R. Hull, President (fax (972)
484-1393), or at such other address or addresses as may have been furnished in
writing by the Company to the Purchasers, with a copy to Glast, Phillips &
Murray, P.C., Suite 2200, L.B. 48, One Galleria Tower, Dallas, Texas 75240-8329,
Attention: Mike Parsons, (fax (972) 419-8329).
If to a Purchaser, at its address set forth on Exhibit A, or at such other
address or addresses as may have been furnished to the Company in writing by
such Purchaser, with a copy to Hughes & Luce, L.L.P., ill Congress Avenue, Suite
900, Austin, Texas 78701, Attention: William R. Volk (fax (512) 482-6859).
Notices provided in accordance with this paragraph 11E shall be deemed
delivered upon personal delivery or two business days after deposit in the mail.
11F. Brokers. The Company and each Purchaser (i) represents and

warrants to the other parties hereto that it has retained no finder or broker in
connection with the transactions contemplated in this Agreement, and (ii) will
indemnify and save the other parties harmless from and against any and all
claims, liabilities or obligations with respect to brokerage or finders, fees or
commissions, or consulting fees in connection with the transactions contemplated
in this Agreement asserted by any person on the basis of any statement or
representation alleged to have been made by such indemnifying party.
11G. Entire Agreement. This Agreement, the exhibits hereto and the
Ancillary Agreements (including the various agreements amended by the Amendment
Agreement) embody the entire agreement and understanding between the parties
hereto with respect to the subject matter hereof and supersedes all prior
agreements and understandings relating to such subject matter.
11H. Amendments and Waivers. Except as otherwise expressly set forth
in this Agreement, any term of this Agreement may be amended and the observance
of any term of this Agreement may be waived (either generally or in a particular
instance and either retroactively or prospectively), with the written consent of
the Company and the holders of at least 66-2/3% of the Shares (including Warrant
Shares issuable upon exercise of Warrants); provided, however, that the
unanimous written consent of the holders of the Shares (including Warrant Shares
issuable upon exercise of Warrants) is required for any amendment to part 8 of
this Agreement. Any amendment or waiver effected in accordance with this
paragraph 11H shall be binding upon each holder of any Shares (including Warrant
Shares issued upon exercise of Warrants) or Warrants, each future holder of all
such Shares or Warrants and the Company. No waivers of or exceptions to any
term, condition or provision of this Agreement, in any one or more instances,
shall be deemed to be, or construed as, a further or continuing waiver of any
such term, condition or provision.
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11I. Counterparts. This Agreement may be executed in one or more
counterparts, each of which shall be deemed to be an original, but all of which
shall be one and the same document.
11J. Headings. The headings of this Agreement are for convenience only
and do not constitute a part of this Agreement.
11K. Severability. The invalidity or unenforceability of any provision
of this Agreement shall not affect the validity or enforceability of any other
provision of this Agreement.
11L. Governing Law. The construction, validity and interpretation of
this Agreement will be governed by the internal laws of the State of Texas
without giving effect to any choice of law or conflict of law provision or rule
(whether of the State of Texas or any other jurisdiction) that would cause the
application of the laws of any jurisdiction other than the State of Texas.
11M. Further Assurances. Each party to this Agreement hereby covenants
and agrees, without the necessity of any further consideration, to execute and
deliver any and all such further documents and take any and all such other
actions as may be necessary to appropriate to carry out the intent and purposes
of this Agreement and to consummate the transactions contemplated herein.
11N. Indemnification. The Company, without limitation as to time, will
indemnify each Purchaser and its agents and representatives against, and hold
each Purchaser and its agents and representatives harmless from, all losses,
claims, damages, liabilities, costs (including the costs of preparation and
attorneys' fees and expenses) (collectively, the "Losses") incurred pursuant to
any investigation or proceeding against the Company, any Purchaser or any of
their agents and representatives arising out of or in connection with this
Agreement, any Ancillary Agreement (or any other document or instrument executed
pursuant hereto or thereto, or any of the various agreements amended by the
Amendment Agreement), which investigation or proceeding requires the
participation of, or is commenced or filed against, one or more of the
Purchasers and any of their agents because of this Agreement, the Ancillary
Agreements (including the various agreements amended by the Amendment Agreement)
and the transactions contemplated herein and therein, other than any Losses
resulting from action on the part of such Purchaser or its agents or
representatives which is finally determined in such proceeding to be primarily
and directly a result of (i) such Purchaser's gross negligence or willful
misconduct, (ii) a breach of a fiduciary duty, if any, owed by such Purchaser to
the Company, (iii) an act or omission that involves intentional misconduct or a
knowing violation of law by such Purchaser, (iv) a transaction from which the
Purchaser received an improper personal benefit, or (v) Losses incurred by or on
behalf of an agent of a Purchaser which are the subject of the indemnification
agreement entered into by the Company and such agent pursuant to the
Shareholders Agreement, as to which Losses such indemnification agreement,
rather than this paragraph 11N, shall apply. The Company agrees to reimburse
each Purchaser and its agents and representatives promptly for all such Losses
as they are incurred by such Purchaser and its agents. Each Purchaser agrees to
reimburse the Company for any payments made by the Company to such Purchaser
pursuant to this paragraph 11N for Losses which are finally determined in such

proceeding to primarily
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and directly result from the gross negligence or willful misconduct of such
Purchaser. The obligations of the Company to each Purchaser and its agents and
representatives under this paragraph 11N will be separate obligations. The
obligations of the Company under this paragraph 11N will survive any transfer of
securities by any Purchaser and the termination of this Agreement or any
Ancillary Agreement (including the various agreements amended by the Amendment
Agreement).
11O. Exculpation Among Purchasers. Each Purchaser acknowledges that it
is not relying upon any other Purchaser, or any officer, director, employee,
agent, partner or Affiliate of any such other Purchaser, in making its
investment or decision to invest in the Company or in monitoring such
investment. Each Purchaser agrees that no Purchaser nor any controlling person,
officer, director, shareholder, partner, agent or employee of any Purchaser
shall be liable for any action heretofore or hereafter taken or omitted to be
taken by any of them relating to or in connection with the Company or the
Shares, or both. Without limiting the foregoing, no Purchaser (nor any of its
Affiliates, officers, directors, shareholders, partners, agents or employees) or
other holder of any Shares or Warrants shall have any obligation, liability or
responsibility whatsoever for the accuracy, completeness or fairness of any or
all information about the Company or any subsidiary or their respective
properties, business or financial and other affairs, acquired by such Purchaser
or holder from the Company or any subsidiary or the respective officers,
directors, employees, agents, representatives, counsel or auditors of either,
and in turn provided to another Purchaser or holder, nor shall any such
Purchaser (or such other person) have any obligation or responsibility
whatsoever to provide any such information to any other Purchaser (or such other
person) or holder or to continue to provide any such information if any
information is provided.
* * *
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IN WITNESS WHEREOF, this Agreement has been executed by the parties hereto
as of the date first written above.
COMPANY:
MONITRONICS INTERNATIONAL, INC.
By: /s/ James R. Hull
-----------------------------------James R. Hull,
President
PURCHASERS:
CAPITAL RESOURCE LENDERS II, L.P.
By: Capital Resource Partners II, L.P.
Its General Partner
By:
-----------------------------------Name:
----------------------------------Title: General Partner
AUSTIN VENTURES V, L.P.
By: AV Partners V, L.P.,
Its General Partner
By:
-----------------------------------Blaine F. Wesner,
General Partner
IN WITNESS WHEREOF, this Agreement has been executed by the parties
hereto as of the date first written above.

COMPANY:
MONITRONICS INTERNATIONAL, INC.
By:
-----------------------------------James R. Hull,
President
PURCHASERS:
CAPITAL RESOURCE LENDERS II, L.P.
By: Capital Resource Partners II, L.P.
Its General Partner
By: /s/ Fred C. Danforth
-----------------------------------Name: Fred C. Danforth
Title: General Partner
AUSTIN VENTURES V, L.P.
By: AV Partners V, L.P.,
Its General Partner
By:
-----------------------------------Blaine F. Wesner,
General Partner
IN WITNESS WHEREOF, this Agreement has been executed by the parties
hereto as of the date first written above.
COMPANY:
MONITRONICS INTERNATIONAL, INC.
By:
-----------------------------------James R. Hull,
President
PURCHASERS:
CAPITAL RESOURCE LENDERS II, L.P.
By: Capital Resource Partners II, L.P.
Its General Partner
By:
-----------------------------------Name:
---------------------------------Title: General Partner
AUSTIN VENTURES V, L.P.
By: AV Partners V, L.P.,
Its General Partner
By: /s/ Blaine F. Wesner
-----------------------------------Blaine F. Wesner,
General Partner
EXHIBIT A
SCHEDULE OF PURCHASERS
<TABLE>

<CAPTION>
Purchaser
--------<S>
Capital Resource Lenders, II, L.P.
175 Portland Street, Suite 300
Boston, Massachusetts 02114
Fax: (617) 723-9819
Attn: Stephen M. Jenks
Austin Ventures V, L.P.
1300 Norwood Tower
114 W. 7th Street
Austin, TX 78701
Fax: (512) 476-3952
Attn: Blaine F. Wesner
Total:
</TABLE>

Shares
--------<C>

Purchase
Price
---------<C>

Warrant
Shares
------<C>

Warrant
Purchase
Price
--------<C>

1,000,000

$1,000,000

192,340

$1,923.40

4,000,000
---------

4,000,000
----------

769,300
-------

7,693.60
---------

5,000,000

$5,000,000

961,700

$9,617.00

EXHIBIT B
CERTIFICATE OF DESIGNATION
Included at Tab 2
EXHIBIT C
FORM OF WARRANT
See attached.
EXHIBIT D
SCHEDULE OF EXCEPTIONS
See attached.
EXHIBIT E
OPINION OF GLAST, PHILLIPS & MURRAY, P.C.
Included at Tab 7
EXHIBIT F
SECOND AMENDMENT AGREEMENT
See attached.
EXHIBIT G
ARTICLES OF AMENDMENT TO ARTICLES OF INCORPORATION
Included at Tab 3
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SERIES C PREFERRED STOCK
PURCHASE AGREEMENT
Dated as of February 22, 1999
Among
Monitronics International, Inc.
(the "Company")
and
Windward Capital Partners II, L.P.,
Windward Capital L.P. II, LLC
and
Capital Resource Lenders II, L.P.
(the "Purchasers")
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SERIES C PREFERRED STOCK
PURCHASE AGREEMENT
This Series C Preferred Stock Purchase Agreement (the "Agreement") dated as
of February 22, 1999 is entered into by and among Monitronics International,
Inc., a Texas corporation (the "Company"), and the Persons listed on Exhibit A

attached hereto (individually, a "Purchaser" and, collectively, the
"Purchasers"). Capitalized terms not defined elsewhere herein shall have the
respective meanings assigned to them in part 10 of this Agreement.
In consideration of the mutual promises and covenants contained in this
Agreement, the parties agree as follows:
1. Authorization and Sale of Shares.
1A. Authorization. The Company has, or before the Closing (as defined
in part 2) will have, duly authorized the issuance and sale, pursuant to the
terms of this Agreement, of up to 1,409,375 shares of its Series C Preferred
Stock, having the rights, restrictions, privileges and preferences set forth in
the Articles of Amendment to the Articles of Incorporation attached as Exhibit B
(the "Articles of Amendment"). The Company has, or before the Closing will have,
adopted and filed the Articles of Amendment with the Secretary of State of the
State of Texas. The shares of Series C Preferred Stock being sold under this
Agreement and, unless the context otherwise requires, the shares of Class A
Common Stock issued or issuable upon the conversion of such shares of Series C
Preferred Stock are referred to as "Shares."
1B. Sale of Shares of Series C Preferred Stock. Subject to the terms
and conditions of this Agreement, at the Closing, the Company will issue and
sell to the Purchasers, and each of the Purchasers will purchase, the number of
shares of Series C Preferred Stock set forth opposite such Purchaser's name on
Exhibit A for the purchase price of $ 19.689579 share. In the event CRL fails to
acquire the number of Shares set forth opposite its name on Exhibit A within
five (5) days following the Closing, Windward shall have the right to acquire
such Shares, pro rata based upon the number of Shares set forth opposite their
respective names on Exhibit A, on the same terms and conditions.
1C. Separate Sales. The Company's agreement with each of the
Purchasers is a separate agreement, and the sale of Series C Preferred Stock to
each of the Purchasers is a separate sale.
1D. Use of Proceeds. The Company will use the proceeds from the sale
of the Series C Preferred Stock as follows: (i) $20,181,819 for the acquisition
of substantially all of the assets of Dealers Monitoring Acquisition, L.P. (the
"DMAC Acquisition"); and (ii) $7,568,181 for the repurchase of certain
outstanding shares of Class A Common Stock, from those shareholders and in such
amounts and for such purchase price as set forth on Exhibit C attached hereto.
2. The Closing. The closing of the issuance, sale and purchase of the
shares of Series C Preferred Stock under this Agreement (the "Closing") shall
take place on the date of the closing of the DMAC Acquisition but in no event
prior to March 4, 1999. The Closing shall be held at the offices of the Company,
12801 Stemmons Freeway, Suite 821, Dallas, Texas at 10:00
1
a.m., Central Time, on the date specified for such Closing above, or at such
other place or such other time as the Company and Windward may agree in writing.
At the Closing, the Company shall deliver to each of the Purchasers a
certificate representing the number of Shares of Series C Preferred Stock being
purchased by such Purchaser, registered in the name of such Purchaser, against
payment to the Company of the purchase price therefor, by wire transfer, check,
or other method acceptable to the Company. If at the Closing any of the
conditions specified in part S shall not have been fulfilled, each of the
Purchasers shall, at its election, be relieved of all of its obligations under
this Agreement to be performed at such Closing without thereby waiving any other
rights it may have by reason of such failure or such nonfulfillment.
3. Representations and Warranties of the Company. Subject to and except as
disclosed by the Company in the Schedule of Exceptions attached as Exhibit D,
the Company hereby represents and warrants to each of the Purchasers as follows:
3A. Organization and Standing. The Company is a corporation duly
organized, validly existing and in good standing under the laws of the State of
Texas and has full corporate power and authority to conduct its business as
presently conducted and as proposed to be conducted by it and to enter into and
perform this Agreement and to carry out the transactions contemplated by this
Agreement. The Company is duly qualified and in good standing to do business as
a foreign corporation in each jurisdiction where the failure to be so qualified
would have a material adverse effect on the business, prospects, assets or
condition (financial or otherwise) of the Company. The Company has furnished to
each Purchaser true and complete copies of its Articles of Incorporation and
Bylaws, each as amended to date and currently in effect.
3B. Capitalization. The authorized capital stock of the Company
consists of (i) 15,000,000 shares of Class A Common Stock, of which 1,708,141
shares are issued and outstanding, (ii) 700,000 shares of Class B Common Stock,
none of which are issued and outstanding, and (iii) 10,409,375 shares of
Preferred Stock, of which 4,000,000 shares are designated as Series A Preferred
Stock, all of which shares of Series A Preferred Stock are issued and

outstanding, 5,000,000 shares are designated Series B Preferred Stock, all of
which shares of Series B Preferred Stock are issued or outstanding, and
1,409,375 shares are designated Series C Preferred Stock, none of which shares
of Series C Preferred Stock are issued and outstanding. All of the issued and
outstanding shares of Class A Common Stock, Series A Preferred Stock and Series
B Preferred Stock have been duly authorized and validly issued and are fully
paid and nonassessable. Except (i) pursuant to the Company's Incentive Stock
Compensation Plan, dated October 21, 1994, as amended to date (the "1994 Stock
Plan"), which provides for the issuance of up to 1,099,959 shares of Class A
Common Stock, (ii) upon exercise of the Mezzanine Warrants, (iii) upon exercise
of the Heller Warrant, (iv) upon exercise of the Preferred Warrants, (v) as
provided in this Agreement, the Series A Purchase Agreement, the Series B
Purchase Agreement, the Note Purchase Agreement or any Ancillary Agreement, or
(vi) as set forth in Exhibit D: (1) no subscription, warrant, option,
convertible security or other right (contingent or otherwise) to purchase or
acquire any shares of capital stock of the Company is authorized or outstanding;
(2) the Company has no obligation (contingent or otherwise) to issue any
subscription, warrant, option, convertible security or other such right,
agreement or commitment or to issue or distribute to holders of any shares of
its capital stock any evidences of indebtedness or assets of the Company; and
(3) the Company has no obligation (contingent or
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otherwise) to purchase, redeem or otherwise acquire any shares of its capital
stock or any interest therein or to pay any dividend or make any other
distribution in respect thereof. All of the issued and outstanding shares of
capital stock of the Company have been offered, issued and sold by the Company
in compliance with applicable federal and state securities laws.
3C. Subsidiaries, Etc. The Company has no Subsidiaries and does not
own or control, directly or indirectly, any shares of capital stock of any other
corporation or any interest in any partnership, joint venture or other
non-corporate business enterprise.
3D. Shareholder List and Agreements. Exhibit D sets forth a true and
complete list of the shareholders of the Company, showing (both on a fully
diluted basis and non-fully diluted basis) the number and percentage of shares
of Class A Common Stock, Series A Preferred Stock, Series B Preferred Stock, the
Mezzanine Warrants, the Heller Warrant, the Preferred Warrants or other
securities of the Company (including options) held by each shareholder as of the
date of this Agreement and date of the Closing and the consideration paid to the
Company, if any, therefor. Except (i) pursuant to the 1994 Stock Plan, (ii) as
provided in this Agreement or any Ancillary Agreement, or (iii) as set forth in
Exhibit D, there are no agreements, written or oral, between the Company and any
holder of its capital stock, or, to the best of the Company's knowledge, among
any holders of its capital stock, relating to the acquisition (including without
limitation rights of first refusal or preemptive rights), disposition,
registration under the Securities Act, or voting of the capital stock of the
Company.
3E. Issuance of Shares. The issuance, sale and delivery of the Series
C Preferred Stock in accordance with this Agreement, and the issuance and
delivery of the shares of Class A Common Stock issuable upon conversion of the
Series C Preferred Stock, have been, or will be on or prior to the Closing, duly
authorized by all necessary corporate action on the part of the Company, and all
such Shares have been duly reserved for issuance. The Series C Preferred Stock,
when so issued, sold and delivered against payment therefor in accordance with
the provisions of this Agreement, and Shares of Class A Common Stock issuable
upon conversion of the Series C Preferred Stock, when issued upon such
conversion in accordance with the Articles of Incorporation, will be duly and
validly issued, fully paid and non-assessable, free and clear of all Liens, and
not subject to any preemptive rights of any third party. Based in part on the
representations made by each of the Purchasers in part 4 of this Agreement, the
offer and sale of the Shares to each of the Purchasers will be in compliance
with applicable federal and state securities laws. Upon the closing of the
transactions contemplated by this Agreement, including the repurchase of Class A
Common Stock described in paragraph ID, the Purchasers shall own in the
aggregate 16.176% of the Common Stock calculated on a fully diluted basis.
3F. Authority for Agreement. The execution, delivery and performance
by the Company of this Agreement and all Ancillary Agreements, and the
consummation by the Company of the transactions contemplated hereby and thereby,
have been duly authorized by all necessary corporate action. This Agreement and
the Ancillary Agreements have been duly executed and delivered by the Company
and constitute valid and binding obligations of the Company enforceable in
accordance with their respective terms. The execution, delivery and performance
of the transactions contemplated by this Agreement and the Ancillary Agreements
and compliance with their provisions by the Company will not violate any
provision of law and will not conflict with or result in any breach of any of
the terms, conditions or provisions of, or
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constitute a default (with or without notice or lapse of time or both) under
which there would arise a right of termination, cancellation or acceleration of
any obligation or the loss of any right, or require a consent or waiver under,
the Articles of Incorporation or Bylaws (each as amended to date) or any
indenture, lease, agreement or other loan document provision or instrument to
which the Company is a party or by which it or any of its properties is bound,
or any decret, judgment, order, statute, law, ordinance, rule or regulation
applicable to the Company or its assets or properties.
3G. Governmental Consents. No consent, approval, order or
authorization of, or registration, qualification, designation, declaration or
filing with, any Governmental Authority is required on the part of the Company
in connection with the execution and delivery of this Agreement, the offer,
issuance, sale and delivery of the Shares, or the other transactions to be
consummated at the Closing, as contemplated by this Agreement, except for
filings, if any, required under the HSR Act and such filings as shall have been
made prior to and shall be effective on and as of each Closing.
3H. Litigation. There is no action, suit or administrative proceeding,
or governmental inquiry or investigation, pending, or, to the best of the
Company's knowledge, any basis therefor or threat thereof, against the Company,
which questions the validity of this Agreement or any Ancillary Agreement or the
right of the Company to enter into or perform this Agreement or any Ancillary
Agreement, or which could reasonably be expected to have, either individually or
in the aggregate, any material adverse effect on the business, prospects, assets
or condition, financial or otherwise, of the Company, nor is there any
litigation pending, or, to the best of the Company's knowledge, any basis
therefor or threat thereof, against the Company by reason of the proposed
activities of the Company or negotiations by the Company with possible investors
in the Company, nor is there any judgment, decree, injunction, rule or order of
any court, Governmental Authority, instrumentality or arbitrator outstanding
against the Company having or likely to have the effect of preventing the
consummation of the transaction contemplated by this Agreement or having or
likely to have a material adverse effect on the business, prospects, assets or
condition (financial or otherwise) of the Company.
3I. Financial Statements. The Company has furnished to each of the
Purchasers a complete and correct copy of the following financial statements
(collectively, the "Financial Statements"): (i) the Company's audited balance
sheet, statement of income, changes in shareholders' equity, and cash flows for
the fiscal year end June 30, 1998, and (ii) the Company's unaudited balance
sheet (the "Balance Sheet") as of December 31, 1998 (the "Balance Sheet Date")
and the related statement of operations and cash flow for the six-month period
ended as of the Balance Sheet Date (the "Most Recent Financial Statements"). The
Financial Statements are complete and correct, are in accordance with the books
and records of the Company and present fairly the financial condition and
results of operations of the Company, as at the dates and for the periods
indicated, and have been prepared in accordance with generally accepted
accounting principles consistently applied, except that the Most Recent
Financial Statements lack footnotes and other presentation items and are subject
to normal year-end audit adjustments, which will not be material, individually
or in the aggregate.
3J. Absence of Liabilities. Except as disclosed in Exhibit D, at the
Balance Sheet Date, the Company did not have any indebtedness, obligations or
liabilities of any type,
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and there is no basis for any claim or liability of any nature against the
Company, that in the aggregate exceeded $100,000, whether accrued, absolute,
contingent or otherwise, and whether due or to become due or asserted or
unasserted, which were not fully reflected on the Balance Sheet, and since the
Balance Sheet Date the Company has not incurred or otherwise become subject to
any of the foregoing except in the ordinary course of business consistent with
past practice.
3K. Taxes. The amount shown on the Balance Sheet as provision for
taxes is sufficient in all material respects for payment of all accrued and
unpaid federal, state, county, local and foreign taxes for the period then ended
and all prior periods. The Company has filed all federal, state, county, local
and foreign tax returns which are required to be filed by it on or prior to the
date of each Closing, except where such failure to file would not have a
material adverse effect on the business, prospects, assets or condition
(financial or otherwise) of the Company, such returns are true and correct and
all taxes shown thereon to be due have been timely paid with exceptions not
material to the Company. Federal income tax returns of the Company have not been
audited by the Internal Revenue Service, and no controversy with respect to
taxes of any type is pending or, to the best of the Company's knowledge,
threatened. Neither the Company nor any of its shareholders has ever filed (i)
an election pursuant to Section 1362 of the Code, that the Company be taxed as
an S Corporation or (ii) a consent pursuant to Section 341(f) of the Code
relating to collapsible corporations.

3L. Property and Assets. The Company has good and indefeasible title
to or a valid leasehold interest in all of its properties and assets, which
comprise all of the properties and assets reflected in the Balance Sheet (except
those disposed of since the Balance Sheet Date in the ordinary course of
business) and all of the properties and assets necessary or useful for the
conduct of its business and none of such properties or assets is subject to any
Lien of any nature whatsoever other than those the material terms of which are
described in the Balance Sheet or in Exhibit D.
3M. Intellectual Property. The Company is the sole owner of or
possesses all legal rights to all patents, patent applications, trademarks,
service marks, trademark and service mark applications, trade names, copyrights,
trade secrets, licenses, information and proprietary rights and processes
presently used by the Company or necessary for the conduct of the Company's
business as conducted and as proposed to be conducted (the "Intellectual
Property Rights"). The Company has taken all actions reasonable in light of its
financial position to protect the Intellectual Property Rights and, no Person is
infringing or violating any of such rights. The business conducted or proposed
to be conducted by the Company does not and will not cause the Company to
infringe or violate any of the trademarks, service marks, trade names,
copyrights, licenses, trade secrets or other intellectual property rights or the
patents of any other Person, and, except as set forth in Exhibit D, does not and
will not require the Company to obtain any license or other agreement to use any
trademarks, service marks, trade names, copyrights, licenses, trade secrets or
other intellectual property rights or patents of others. Except for standard
end-user license agreements, there are no outstanding options, licenses or
agreements of any kind relating to the Intellectual Property Rights, nor is the
Company bound by or a party to any options, licenses or agreements of any kind
with respect to the patents, trademarks, service marks, trade names, copyrights,
trade secrets, licenses, information and proprietary rights and processes of any
other Person. The Company has not received any communications alleging that
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the Company has violated or, by conducting its business as proposed to be
conducted, would violate any of the patents, trademarks, service marks, trade
names, copyrights, trade secrets, licenses, information and proprietary rights
and processes of any other Person. Exhibit D contains a complete list of
patents, pending patent applications, trademarks and service marks of the
Company. The Company is not aware that any employee of the Company is obligated
under any contract (including any license, covenant or commitment of any
nature), or subject to any judgment, decree or order of any court or
administrative agency, that would conflict or interfere with (i) the performance
of the any employee's duties as an officer, employee or director of the Company,
(ii) the use of any employee's best efforts to promote the interests of the
Company, or (iii) the Company's business as conducted or proposed to be
conducted. The Company does not believe that it is or will be necessary to use
any inventions or works of authorship of its employees (or persons it currently
intends to hire) made prior to their employment by the Company.
3N. Insurance. The Company maintains valid policies of insurance with
respect to its properties and business of the kinds and in the amounts not less
than is customarily obtained by corporations engaged in the same or similar
business and similarly situated, including, without limitation, workers
compensation insurance and insurance against casualty loss, public liability,
libel, slander, defamation, advertising injury and other risks. Exhibit D sets
forth a schedule and brief description of the policies of insurance currently
maintained by the Company. With respect to each such insurance policy: (i) the
policy is in full force and effect; (ii) the Company is not in breach or default
(including with respect to the payment of premiums or the giving of notices),
and no event has occurred which, with notice or the lapse of time, would
constitute such a breach or default or permit termination, cancellation,
modification or denial of coverage under the policy and (iii) no party to the
policy has repudiated any of its provisions.
3O. Material Contracts and Obligations. Exhibit D sets forth a list of
all material agreements or commitments of any nature to which the Company is a
party or by which it is bound (other than existing agreements to purchase
monitoring alarm contracts), including without limitation (i) each agreement
which requires future expenditures by the Company in excess of $100,000 or which
might result in payments to the Company in excess of $100,000, (ii) all
employment and consulting agreements, employee benefit, bonus, pension,
profit-sharing, stock option, stock purchase and similar plans and arrangements,
and distributor and sales representative agreements, (iii) each agreement with
any stockholder, officer or director of the Company, or any "affiliate" or
"associate" of such persons (as such terms are defined in the rules and
regulations promulgated under the Securities Act), including without limitation
any agreement or other arrangement providing for the furnishing of services by,
rental of real or personal property from, or otherwise requiring payments to,
any such person or entity, and (iv) any agreement relating to the Intellectual
Property Rights. The Company has delivered to the Purchaser copies of such of
the foregoing agreements as the Purchaser have requested. All of such agreements
and contracts are valid, binding and in full force and effect and neither the

Company nor, to the Company's knowledge, any other party thereto is in default
under any of the aforesaid agreements in any material respect.
3P. Compliance. The Company has complied in all material respects with
all laws, regulations and orders applicable to its present and proposed business
and has all material
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permits and licenses required by Governmental Authorities for the Company to
lawfully monitor security alarms (the "Security Permits"). The Company holds all
other permits, licenses, variances, exemptive orders and approvals (the "Other
Permits") of all Governmental Authorities necessary for the operation of the
business of the Company as it is currently conducted except where the failure to
hold any such Other Permit would not have a material adverse effect on the
business, prospects, assets or condition (financial or otherwise) of Company.
The Company is in material compliance with all such Security Permits and Other
Permits. There is no term or provision of any mortgage, indenture, contract,
agreement or instrument to which the Company is a party or by which it is bound
or of any provision of any existing state or federal judgment, decree, order,
statute, rule or regulation applicable to or binding upon the Company, which
materially adversely affects or, so far as the Company may now reasonably
foresees in the future is reasonably likely to materially adversely affect, the
business, prospects, assets or condition, financial or otherwise, of the
Company. To the best of the Company's knowledge, no employee of the Company is
in violation of any term of any contract or covenant (either with the Company or
with another entity) relating to employment, patents, proprietary information
disclosure, noncompetition or non-solicitation.
3Q. Absence of Changes. Since the Balance Sheet Date, there has been
no change in the condition, financial or otherwise, net worth or results of
operations of the Company, other than changes occurring in the ordinary course
of business which changes have not, individually or in the aggregate, had a
materially adverse effect on the business, prospects, properties or condition,
financial or otherwise, of the Company. Without limiting the foregoing and
except as set forth in Exhibit D, since that date:
i) the Company has not sold, leased, transferred, or assigned any
of its assets, tangible or intangible, other than for a fair consideration in
the ordinary course of business;
ii) the Company has not entered into any agreement, contract,
lease, or license (or series of related agreements, contracts, leases, and
licenses) either involving more than $100,000 or outside the ordinary course of
business;
iii) no party (including the Company) has accelerated,
terminated, modified, or canceled any agreement, contract, lease, or license (or
series of related agreements, contracts, leases, and licenses) involving more
than $100,000 to which the Company is a party or by which the Company or its
assets are bound;
iv) the Company has not imposed or permitted any other Person to
impose any Lien upon any of its assets, tangible or intangible;
v) the Company has not made any capital expenditure (or series of
related capital expenditures) either involving more than $100,000 or outside the
ordinary course of business;
vi) the Company has not made any capital investment in, any loan
to, or any acquisition of the securities or assets of, any other Person (or
series of related capital
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investments, loans, and acquisitions) either involving more than $100,000 or
outside the ordinary course of business;
vii) the Company has not issued any note, bond, or other debt
security or created, incurred, assumed, or guaranteed any indebtedness for
borrowed money or capitalized lease obligation either involving more than
$25,000 alone or $100,000 in the aggregate;
viii) the Company has not delayed or postponed the payment of
accounts payable or any other liabilities outside the ordinary course of
business;
ix) the Company has not canceled, compromised, waived, or
released any right or claim (or series of related rights and claims) either
involving more than $100,000 or outside the ordinary course of business;
x) the Company has not granted any license or sublicense of any
rights under or with respect to any Intellectual Property Rights except in the

ordinary course of business;
xi) the Company has not declared, set aside, or paid any dividend
or made any distribution with respect to its capital stock (whether in cash or
in kind) or redeemed, purchased, or otherwise acquired any of its capital stock;
xii) the Company has not experienced any damage, destruction, or
loss (whether or not covered by insurance) to its property;
xiii) the Company has not made any loan to, or entered into any
other transaction with, any of its directors, officers, and employees outside
the ordinary course of business;
xiv) the Company has not entered into any employment contract or
collective bargaining agreement, written or oral, or modified the terms of any
such contract or agreement;
xv) the Company has not granted any increase in the base
compensation of any of its directors, officers, and employees outside the
ordinary course of business;
xvi) the Company has not adopted, amended, modified or terminated
any bonus, profit-sharing, incentive, severance, or other plan, contract, or
commitment for the benefit of any of its directors, officers, and employees (or
taken any such action with respect to any other benefit plan);
xvii) the Company has not made any other change in employment
terms for any of its directors, officers, and employees outside the ordinary
course of business;
xviii) the Company has not made or pledged to make any charitable
or other capital contribution outside the ordinary course of business;
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xix) there has not been any other material occurrence, event,
incident, action, failure to act, or transaction outside the ordinary course of
business involving the Company or its assets or business; and
xx) the Company has not committed to do any of the foregoing.
3R. Employees. All employees of the Company whose employment
responsibility requires access to confidential or proprietary information of the
Company have agreed in writing not to disclose any such confidential or
proprietary information to any third party. None of the employees of the Company
is represented by any labor union, and there is no labor strike or other labor
trouble pending with respect to the Company (including, without limitation, any
organizational drive) or, to the best of the Company's knowledge, threatened.
3S. ERISA. The Company does not have or otherwise contribute to or
participate in any employee benefit plan subject to the Employee Retirement
Income Security Act of 1974 (other than a medical benefit plan with respect to
which the Company has made all required contributions and has complied with all
applicable laws).
3T. Books and Records. The minute books of the Company contain
complete and accurate records of all meetings and other corporate actions of its
shareholders and its Board of Directors and committees thereof. The stock ledger
of the Company is complete and reflects all issuances, transfers, repurchases
and cancellations of shares of capital stock of the Company.
3U. Share Repurchase. The repurchase of shares of Class A Common Stock
pursuant to paragraph 1D hereof will not violate Section 2.38 of the Texas
Business Corporation Act.
3V. Disclosures. Neither this Agreement, any Ancillary Agreement nor
any exhibit hereto or thereto, nor any report, certificate or instrument
furnished to any of the Purchasers in connection with the transactions
contemplated in this Agreement or the Ancillary Agreements, when read together,
contains any untrue statement of a material fact or omits to state a material
fact necessary in order to make the statements contained herein or therein, in
light of the circumstances under which they~ were made, not misleading. The
Company knows of no information or fact that has or would have a material
adverse effect on the business, prospects, assets or condition, financial or
otherwise, of the Company which has not been disclosed to the Purchasers in this
Agreement, the exhibits hereto, or other written materials furnished to the
Purchasers.
4. Representations and Warranties of the Purchasers. Each Purchaser
severally represents and warrants to the Company as follows:
4A. Investment. Such Purchaser is acquiring the Shares for its own
account for investment and not with a view to, or for sale in connection with,
any distribution thereof, nor with any present intention of distributing or

selling the same, and, except as contemplated by this Agreement, the Ancillary
Agreements, and the exhibits hereto and thereto, such Purchaser has no present
or contemplated agreement, undertaking, arrangement, obligation, indebtedness or
commitment providing for the disposition thereof. Such Purchaser acknowledges
the restrictions on transfer of the Shares set forth in part 8 of this
Agreement. Nothing contained in this part 4
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shall limit or restrict the ability of a Purchaser from pledging or granting a
Lien in respect of any Shares to secure bona fide obligations or indebtedness of
the Purchaser.
4B. Authority. Such Purchaser has full power and authority to enter
into and to perform this Agreement in accordance with its terms. Such Purchaser
represents `that it has not been organized, reorganized or recapitalized
specifically for the purpose of investing in the Company.
4C. Governmental Consents. No consent, approval, order or
authorization of, or registration, qualification, designation, declaration or
filing with, any Governmental Authority is required on the part of the Purchaser
in connection with the execution and delivery of this Agreement, the offer,
issuance, sale and delivery of the Shares, or the other transactions to be
consummated at the Closing, as contemplated by this Agreement, except for
filings, if any, required under the HSR Act and such filings as shall have been
made prior to and shall be effective on and as of each Closing.
4D. Accredited Investor. Such Purchaser has carefully reviewed the
representations concerning the Company contained in this Agreement and has made
detailed inquiry concerning the Company, its business and its personnel; the
officers of the Company have made available to such Purchaser any and all
written information which it has requested and have answered to such Purchaser's
satisfaction all inquiries made by such Purchaser; and such Purchaser is an
"accredited investor," as such term is defined in Regulation D promulgated under
the Securities Act.
5. Conditions to the Obligations of the Purchasers. The obligation of each
of the Purchasers to purchase Series C Preferred Stock at the Closing is subject
to the fulfillment, or the waiver by such Purchaser, of each of the following
conditions on or before the Closing:
5A. Accuracy of Representations and Warranties. Each representation
and warranty contained in part 3 shall be true at and as of the Closing with the
same effect as though such representation and warranty had been made on and as
of the date of the Closing.
5B. Performance. The Company shall have performed and complied with
all agreements and conditions contained in this Agreement required to be
performed or complied with by the Company prior to or at the Closing.
5C. Opinion of Counsel. Each Purchaser shall have received an opinion
from Glast, Phillips & Murray, a Professional Corporation, counsel for the
Company, dated the date of the Closing, addressed to the Purchasers, and
satisfactory in form and substance to the Purchasers and their special counsel,
substantially in the form attached as Exhibit E hereto.
5D. Ancillary Agreements.
i) The Second Amended and Restated Shareholders Agreement
attached hereto as Exhibit F (the "Shareholders Agreement") shall have been
executed and delivered by the Company, the Purchasers, and the requisite holders
of the capital stock of the Company and shall be in full force and effect. All
such actions shall have been~ taken by the Company as may be necessary to elect
a Board of Directors of the Company, including the
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Purchaser Directors (as defined in the Shareholders Agreement), effective upon
the Closing, in accordance with the Shareholders Agreement;
ii) The Second Amended and Restated Registration Agreement
attached as Exhibit G (the "Registration Agreement") shall have been executed
and delivered by the Company, the Purchasers and each other Person listed on the
signature pages thereto and shall be in full force and effect; and
iii) The Fifth Amendment Agreement attached as Exhibit H (the
"Amendment Agreement") shall have been executed and delivered by the Company,
the Purchasers and each other Person listed on the signature pages thereto and
shall be in full force and effect.
5E. Amendment to Credit Agreement. The Company shall have entered into
an amendment to the Third Amended and Restated Revolving Credit and Term Loan
Agreement dated January 13, 1999 by and among the Company and Lenders (as

defined therein) on terms reasonably satisfactory to the Purchasers.
5F. Certificates and Documents. The Company shall have delivered to
the Purchasers or special counsel to the Purchasers:
i) the Articles of Incorporation, as amended and in effect as of
the Closing, certified by the Secretary of State of the State of Texas;
ii) certificates, as of the most recent practicable dates, as to
the existence and corporate good standing of the Company issued by the Secretary
of State of the State of Texas;
iii) Bylaws of the Company, certified by its Secretary as of the
date of such Closing;
iv) resolutions of the Board of Directors of the Company,
authorizing and approving all matters in connection with this Agreement, the
Ancillary Agreements and the transactions contemplated herein and therein,
certified by the Secretary of the Company as of the date of such Closing;
v) a certificate executed by the President of the Company, in the
name of and on behalf of the Company, at least two business days prior to the
Closing setting forth with respect to any security that is convertible into or
exercisable for shares of Common Stock, the conversion or exercise price thereof
and the Common Stock into which such security is convertible or exercisable; and
vi) such other documents relating to the transactions
contemplated in this Agreement and the Ancillary Agreements as any Purchaser may
reasonably request.
5G. Articles of Amendment. The Articles of Amendment shall have been
duly authorized and filed with the Secretary of State of the State of Texas.
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5H. Acquisition of Assets. The Company shall have closed, or will
contemporaneously with the Closing have completed, the DMAC Acquisition on terms
reasonably satisfactory to the Purchasers.
5I. Compliance Certificate. The Company shall have delivered to the
Purchasers a certificate, executed by the President of the Company, in the name
of and on behalf of the Company, dated the date of such Closing, certifying to
the fulfillment of the conditions specified in paragraphs 5A, SB, 5D, 5F and 5G
through 5H.
5J. Transaction Fee. The Company shall have paid to Windward Capital
Management LLC, in immediately available funds, a transaction fee in the
aggregate amount of $400,000, and shall have paid to the Purchasers the expense
reimbursement contemplated by paragraph I OD hereof.
5K. Other Matters. All corporate and other proceedings in connection
with the transactions contemplated in this Agreement and the Ancillary
Agreements and all documents and instruments incident to such transactions shall
be reasonably satisfactory in substance and form to the Purchasers and their
special counsel, and the Purchasers and their special counsel shall have
received all such counterpart originals or certified or other copies of such
documents as they may reasonably request.
6. Condition to the Obligations of the Company. The obligations of the
Company to issue and sell the Series C Preferred Stock to the Purchasers at the
Closing are subject to fulfillment, or the waiver by the Company, of each of the
following conditions on or before the Closing:
6A. Accuracy of Representations and Warranties. The representations
and warranties of the Purchasers contained in part 4 shall be true at and as of
such Closing with the same effect as though such representations and warranties
had been made on and as of the date of such Closing.
6B. Minimum Investment. The Purchasers shall have tendered at the
Closing aggregate consideration of not less than $27,750,000 for the purchase of
Series C Preferred Stock; provided that the failure of CRL to acquire the shares
set forth opposite its name on Exhibit A will not constitute a failure of this
condition if Windward agrees at Closing to purchase such shares within five days
following the Closing, as provided in paragraph lB.
6C. Acquisition of Assets. The Company shall have closed, or will
contemporaneously with the Closing have completed, the DMAC Acquisition.
6D. Other Matters. All corporate and other proceedings in connection
with the transactions contemplated in this Agreement and the Ancillary
Agreements and all documents and instruments incident to such transactions shall
be reasonably satisfactory in substance and form to the Company and its counsel,
and the Company and its counsel shall have received all such counterpart
originals or certified or other copies of such documents as they may reasonably

request.
7. Covenants of the Company.
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7A. Inspection and Observation. The Company shall permit each Major
Purchaser or any authorized representative thereof, to visit and inspect the
properties of the Company, including its corporate and financial records, and to
discuss its business and finances with officers of the Company, during normal
business hours following reasonable notice, without interference to the conduct
of the Company's business and as often as may be reasonably requested.
7B. Financial Statements and Other Information. The Company shall
deliver to each Major Purchaser:
i) within 100 days after the end of each fiscal year of the
Company, an audited balance sheet of the Company as at the end of such year and
audited statements of operations and of cash flows of the Company for such year,
certified by Arthur Andersen LLP or another firm of certified public accountants
of established national reputation selected by the Board of Directors (with a
majority of the Purchaser Directors concurring), and prepared in accordance with
generally accepted accounting principles;
ii) within 30 days after the end of each month, an unaudited
balance sheet of the Company as at the end of such month and unaudited
statements of operations and of cash flows of the Company for such month and for
the current fiscal year to the end of such month, setting forth in comparative
form the Company's operating budget for the corresponding periods for the
current fiscal year, accompanied by an executive summary of the activities of
the Company during such month, signed by the Company's chief executive officer
and chief financial officer;
iii) as soon as available, but in any event not later than 30
days prior to the beginning of each new fiscal year, an operating budget for
such fiscal year approved by the Board of Directors (with a majority of the
Purchaser Directors concurring);
iv) with reasonable promptness, such other notices, information
and data with respect to the Company as the Company delivers to the holders of
its Class A Common Stock, Series A Preferred Stock or Series B Preferred Stock,
and such other information and data as the Purchaser may from time to time
reasonably request.
The foregoing financial statements shall be prepared on a consolidated basis, if
the Company then has any Subsidiaries. The financial statements delivered
pursuant to clause (ii) shall be accompanied by a certificate of the chief
financial officer of the Company stating that such statements have been prepared
in accordance with generally accepted accounting principles consistently applied
and fairly present the financial condition and results of operations of the
Company at the date thereof and for the periods covered thereby.
7C. Material Changes and Litigation. The Company shall promptly notify
each Purchaser of any material adverse change in the business, prospects, assets
or condition, financial or otherwise, of the Company and of any litigation or
governmental proceeding or investigation brought or, to the best of the
Company's knowledge, threatened against the Company, or against any officer,
director, key employee or principal shareholder of the Company materially
adversely affecting or which, if adversely determined, could reasonably be
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expected to materially adversely affect its business, prospects, assets or
condition, financial or otherwise.
7D. Proprietary Information Agreements. The Company shall require all
individuals now or hereafter employed by the Company whose employment
responsibility requires their having access to confidential or proprietary
information of the Company to agree in writing not to disclose any such
confidential or proprietary information to any third party.
7E. Termination of Covenants. The covenants of the Company contained
in paragraphs 7A through 7D shall terminate, and be of no further force or
effect, at the time of and subject to the closing and funding of the Company's
initial public offering but only for so long as the Company is required to file
reports under, and is in compliance with, Section 13 of the Exchange Act.
7F. Reservation of Common Stock. The Company shall reserve and
maintain a sufficient number of shares of Class A Common Stock for issuance upon
conversion of all of the outstanding shares of Series C Preferred Stock.
7G. Qualified Small Business Stock. The Company shall comply with any
applicable filing or reporting requirements imposed under the Code on issues of

Qualified Small Business Stock. Without limiting the foregoing, the Company
shall submit to its shareholders (including the Purchasers) and to the Internal
Revenue Service any reports that may be required under Section 1202(d)(1)(C) of
the Code and the Regulations promulgated thereunder. In addition, within ten
days after any Purchaser's written request therefor, the Company shall deliver
to such Purchaser a written statement indicating whether such Purchaser's
interest in the Company constitutes Qualified Small Business Stock.
8. Transfer of Shares.
8A. Restrictions. The Shares shall be subject to the restrictions on
transfer set forth in the Shareholders Agreement.
8B. Legends. Each certificate representing Shares shall bear a legend
substantially in the following form:
"THE SHARES REPRESENTED BY THIS CERTIFICATE HAVE NOT BEEN
REGISTERED UNDER THE SECURITIES ACT OF 1933, AS AMENDED, OR ANY
APPLICABLE STATE SECURITIES LAWS AND MAY NOT BE SOLD OR TRANSFERRED
WITHOUT COMPLIANCE WITH THE REGISTRATION OR QUALIFICATION PROVISIONS
OF APPLICABLE FEDERAL AND STATE SECURITIES LAWS OR APPLICABLE
EXEMPTIONS THEREFROM."
The foregoing legend shall be removed from the certificates representing
any Shares, at the request of the holder thereof, at such time as they become
eligible for resale pursuant to Rule 144(k) under the Securities Act.
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8C. Rule l44A Information. The Company shall, at all times during
which it is neither subject to the reporting requirements of Section 13 or 15(d)
of the Exchange Act, nor exempt from reporting pursuant to Rule 12g3-2(b) under
the Exchange Act, upon the written request of any Purchaser, provide in writing
to such Purchaser and to any prospective transferee of any Shares of such
Purchaser the information concerning the Company described in Rule 144A(d)(4)
under the Securities Act ("Rule 144A Information"). Upon the written request of
any Purchaser, the Company shall cooperate with and assist such Purchaser or any
member of the National Association of Securities Dealers, Inc. PORTAL system in
applying to designate and thereafter maintain the eligibility of the Shares for
trading through PORTAL. The Company's obligations under this paragraph 8D shall
at all times be contingent upon receipt from the prospective transferee of
Shares of a written agreement to take all reasonable precautions to safeguard
the Rule 1 44A Information from disclosure to anyone other than Persons who will
assist such transferee in evaluating the purchase of any Shares.
9. Termination.
9A. Termination of Agreement. Certain of the parties hereto may
terminate this Agreement as provided below:
i) The Company and Windward may terminate this Agreement by
mutual written consent at any time prior to the Closing;
ii) The Company may terminate this Agreement by giving written
notice to the Purchasers at any time prior to the Closing (i) in the event any
of the Purchasers has breached any material representation, warranty, or
covenant contained in this Agreement in any material respect, the Company has
notified the Purchasers of the breach, and the breach has continued without
being cured by the Closing Date, or (ii) if the Closing shall not have occurred
on or before March 31, 1999, by reason of the failure of any condition precedent
under part 6 hereof (unless the failure results primarily from the Company
itself breaching any representation, warranty, or covenant contained in this
Agreement); and
iii) The Purchasers may terminate this Agreement by giving
written notice to the Company at any time prior to the Closing (i) in the event
the Company has breached any material representation, warranty, or covenant
contained in this Agreement in any material respect, the Purchasers have
notified the Company of the breach, and the breach has continued without being
cured by the Closing Date, or (ii) if the Closing shall not have occurred on or
before March 31, 1999, by reason of the failure of any condition precedent under
part 5 hereof (unless the failure results primarily from the Purchasers
themselves breaching any representation, warranty, or covenant contained in this
Agreement).
9B. Effect of Termination. If any party terminates this Agreement
pursuant to paragraph 9A above, all rights and obligations of the parties
hereunder shall terminate without any liability of any party to any other party
(except for any liability of any party then in breach of this Agreement).
10. Definitions. For the purposes of this Agreement, the following terms
shall have the meanings set forth below:
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"Affiliate" means with respect to any Person, a Person that directly, or
indirectly through one or more intermediaries, controls, is controlled by, or is
under common control with, such Person, and, in the case of an individual,
includes any relative or spouse of such person, or any relative or such spouse,
who has the same home as such Person. The term "control" means the possession,
directly or indirectly, of the power to direct or cause the direction of the
management and policies of a person, whether through the ownership of voting
securities, by contract or otherwise.
"Ancillary Agreements" mean any and all agreements other than this
Agreement required to be executed by the parties to this Agreement on or prior
to the Closing pursuant to paragraph SD.
"Approved Plan" means the 1994 Stock Plan and any other written stock
option, stock purchase or similar incentive plan approved by a majority of the
Board of Directors, with the Purchaser Directors concurring.
"Articles of Incorporation" means the Articles of Incorporation of the
Company, as amended by the Articles of Amendment and in effect at the Closing.
"Austin Ventures" means Austin Ventures III and Austin Ventures V,
collectively.
"Austin Ventures V" means Austin Ventures V, L.P. and Austin Ventures V
Affiliates Fund, L.P., collectively
"Board of Directors" means the board of directors of the Company.
"Business Day" means any day other than a Saturday, Sunday or public
holiday or the equivalent for banks in The State of Texas.
"Bylaws" means the bylaws of the Company, as amended and in effect at the
Closing.
"Class A Common Stock" means the Company's Class A Common Stock, par value
$.0l per share.
"Class B Common Stock" means the Company's Class B Common Stock, par value
$.01 per share.
"Code" means the Internal Revenue Code of 1986, as amended.
"CRL" means Capital Resource Lenders II, L.P.
"Equity Securities" means any capital stock or similar security, including
without limitation, securities containing equity features and securities
containing profit participation features, or any security convertible or
exchangeable, with or without consideration, into or for any stock or similar
security, or any security carrying any warrant or right to subscribe for or
purchase any stock or similar security, or any such warrant or right.
"Exchange Act" means the Securities Exchange Act of 1934, as amended.
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"Financial Statements" has the meaning set forth in paragraph 31.
"Governmental Authority" means all courts, administrative agencies or other
governmental authorities or instrumentalities, foreign or domestic.
"Heller Warrant" means the Company's Warrant for the purchase (subject to
adjustment as provided therein) of 367,238 shares of Class B Common Stock,
issued to Heller Financial, Inc. ("Heller") pursuant to that certain Warrant
Agreement, by and between the Company and Heller, dated November 10, 1994.
"HSR Act" means the Hart-Scott-Rodino Antitrust Improvements Act of 1976,
as amended.
"Lien" means any lien, security interest, pledge, mortgage, deed of trust,
charge or encumbrance in real, personal or mixed property (tangible or
intangible, and wherever located).
"Major Purchaser" means a Purchaser holding not less than 100,000 Shares,
and for purposes of determining whether the number of Shares held by a Purchaser
qualifies such Purchaser as a Major Purchaser, (a) the foregoing numbers shall
be adjusted for any stock splits, stock dividends, recapitalizations or similar
events, and (b) Shares shall include Shares held by Affiliates of such Purchaser
and, with respect to a Purchaser that is a corporation or partnership, Shares
distributed to and held by its shareholders or partners.
"Mezzanine Warrants" means the Company's Common Stock Purchase Warrants for
the purchase (subject to adjustment as provided therein) of an aggregate of

569,757 shares of Class A Common Stock, issued to Austin Ventures III and CRL
pursuant to the Note Purchase Agreement.
"Note Purchase Agreement" means the Senior Subordinated Note and Warrant
Purchase Agreement dated as of May 10, 1996, by and among the Company, Austin
Ventures III and CRL, as supplemented and modified by (i) the Senior
Subordinated Note and Warrant Purchase Agreement dated as of November 22, 1996,
and (ii) the Senior Subordinated Note and Warrant Purchase Agreement dated as of
May 19, 1997, as amended by that certain Amendment dated as of March 13, 1998
and that certain Second Amendment dated as of January 13, 1999, and as such
agreement may be further amended, modified or supplemented from time to time.
"Person" means an individual, a partnership, a corporation, an association,
a joint stock company, a trust, a joint venture, a limited liability company, an
unincorporated organization or a governmental entity or any department, agency
or political subdivision thereof.
"Preferred Stock" means the Company's Preferred Stock, par value $0.01 per
share, more fully described in the Articles of Incorporation.
"Preferred Warrants" means the Company's Common Stock Purchase Warrants for
the purchase (subject to adjustment as provided therein) of an aggregate of
961,700 shares of Class A Common Stock, issued to Austin Ventures V and CRL
pursuant to the Series B Purchase Agreement.
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"Purchaser Directors" has the meaning set forth in the Shareholders
Agreement.
"Qualified Public Offering" means a Qualified Public Offering, as defined
in the Articles of Incorporation without giving effect to clause (ii) of such
definition.
"Qualified Small Business Stock" means "qualified small business stock," as
defined in Section 1202(c) of the Code.
"Securities Act" means the Securities Act of 1933, as amended, or any
similar federal law then in force.
"Series A Preferred Stock" means the Company's Series A Preferred Stock,
par value $0.01 per share, more fully described in the Articles of
Incorporation.
"Series A Purchase Agreement" means the Stock Purchase Agreement dated as
of October 21, 1994, as amended, among the Company and Austin Ventures III,
providing, among other things, for the purchase and sale of Series A Preferred
Stock.
"Series B Preferred Stock" means the Company's Series B Preferred Stock,
par value $0.01 per share, more fully described in the Articles of
Incorporation.
"Series B Purchase Agreement" means the Series B Preferred Stock and
Warrant Purchase Agreement dated as of May 19, 1997, as amended, among the
Company, CRL and Austin Ventures V, providing, among other things, for the
purchase and sale of Series B Preferred Stock and the Preferred Warrants.
"Subsidiary" means any corporation more than 50% of the outstanding voting
securities of which are owned by the Company or any Subsidiary, directly or
indirectly, or a partnership or limited liability company in which the Company
or any Subsidiary is a general partner or manager or holds interests entitling
it to receive more than 50% of the profits or losses of the partnership or
limited liability company.
"Windward" means Windward Capital L.P. II, LLC and Windward Capital
Partners II~ L.P., collectively.
11. Miscellaneous.
11A. Successors and Assigns. The rights and obligations of each
Purchaser under this Agreement, may be assigned by such Purchaser to any Person
to whom Shares are transferred by such Purchaser, and such transferee shall be
deemed a "Purchaser" for purposes of this Agreement, provided that the
transferee provides written notice of such assignment to the Company.
11 B. Confidentiality. Except as required by law, each Purchaser
agrees that it will keep confidential and will not disclose or divulge any
confidential, proprietary or secret information that such Purchaser may obtain
from the Company pursuant to financial statements, reports and other materials
submitted by the Company to such Purchaser pursuant to this Agreement or
otherwise, or pursuant to visitation or inspection rights granted hereunder,
unless
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such information is known, or until such information becomes known, to the
public; provided, however, that such Purchaser may disclose such information (i)
to its attorneys, accountants, consultants and other professionals to the extent
necessary to obtain their services in connection with its investment in the
Company, (ii) to any prospective purchaser of any Shares from such Purchaser as
long as such prospective purchaser agrees in writing to be bound by the
provisions of this paragraph 1 lB or (iii) to any Affiliate of such Purchaser or
to a partner or shareholder of such Purchaser.
11C. Survival of Representations and Warranties. All agreements,
representations and warranties contained herein shall survive the execution and
delivery of this Agreement and the closing of the transactions contemplated
herein, regardless of any investigation by the Purchasers or on behalf of the
Purchasers.
11D. Expenses. The Company agrees to pay and hold the Purchasers and
holders of the Shares harmless from liability for the payment of:
i) the fees and expenses of the Purchaser, including the
reasonable fees and expenses of special counsel and accountants to the
Purchasers, arising in connection with the due diligence, negotiation and
execution of this Agreement, the Ancillary Agreements and the Articles of
Amendment, fees and expenses incurred in connection with filings under the HSR
Act and consummation of the transactions contemplated herein;
ii) the fees and expenses incurred with respect to the
interpretation of, or any amendments or waivers to this Agreement, the Ancillary
Agreements or the Articles of Incorporation (whether or not the same become
effective):
iii) if a Purchaser or other holder of Shares desires to sell or
otherwise transfer any or all of the Shares held by it and counsel for the
Company declines to render a legal opinion to such Purchaser or holder, without
cost or expense to such Purchaser or holder, whether or not registration under
the Securities Act will be required for such sale or transfer, the fees and
expenses of counsel for such Purchaser or holder in obtaining such an opinion;
iv) the fees and expenses incurred in reviewing any registration
statement or prospectus or any amendments or supplements thereto prepared
pursuant to the Registration Agreement;
v) the fees and expenses incurred in connection with any
requested waiver of the right of any holder of Shares or the consent of any
holder of Shares to contemplated acts of the Company not otherwise permissible
by the terms of this Agreement, the Ancillary Agreements or the Articles of
Incorporation;
vi) stamp and other taxes, excluding income taxes, Which may be
payable with respect to the execution and delivery of this Agreement or the
issuance, delivery or acquisition of Shares;
vii) the fees and expenses incurred in respect of the enforcement
of the rights granted under this Agreement, the Ancillary Agreements and the
Articles of Incorporation;
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viii) all costs, fees and expenses incurred by the Company
(including the fees and expenses of Hughes & Luce, L.L.P., special counsel to
Austin Ventures) in its performance of and compliance with this Agreement, the
Ancillary Agreements and the Articles of Incorporation, it being understood and
agreed that such costs, fees and expenses shall be borne solely by the Company;
and
ix) fees and expenses incurred by each such Person in any filing
with any governmental with respect to its investment in the Company or in any
other filing with any governmental agency with respect to the Company that
mentions such Person.
11E. Notices. All notices, requests, consents, and other
communications under this Agreement shall be in writing and shall be delivered
personally or by facsimile transmission or by overnight delivery service or 72
hours after having been mailed by first Series Certified or registered mail,
return receipt requested, postage prepaid:
If to the Company, at Monitronics International, Inc., 12801 Stemmons
Freeway, Dallas, Texas 75234, Attention: James R. Hull, President (fax (214)
484-1393), or at such other address or addresses as may have been furnished in
writing by the Company to the Purchaser, with a copy to Glast, Phillips &
Murray, P.C., Suite 2200, L.B. 48, One Galleria Tower, Dallas, Texas 75240-8329,
Attention: Mike Parsons, (fax (214) 419-8329).

If to a Purchaser, at its address set forth on Exhibit A, or at such other
address or addresses as may have been furnished to the Company in writing by
such Purchaser, with a copy to Skadden, Arps, Slate, Meagher & Flom LLP, 919
Third Avenue, New York, New York 10022-3897, Attention Howard L. Ellin, (fax
(212) 451-7221).
Notices provided in accordance with this paragraph 11E shall be deemed
delivered upon personal delivery or two Business Days after deposit in the mail.
11F. Brokers. The Company and each Purchaser (i) represents and
warrants to the other parties hereto that it has retained no finder or broker in
connection with the transactions contemplated in this Agreement, and (ii) will
indemnify and save the other parties harmless from and against any and all
claims, liabilities or obligations with respect to brokerage or finders, fees or
commissions, or consulting fees in connection with the transactions contemplated
in this Agreement asserted by any Person on the basis of any statement or
representation alleged to have been made by such indemnifying party.
11G. Entire Agreement. This Agreement, the exhibits hereto and the
Ancillary Agreements embody the entire agreement and understanding between the
parties hereto with respect to the subject matter hereof and supersedes all
prior agreements and understandings relating to such subject matter.
11H. Amendments and Waivers. Except as otherwise expressly set forth
in this Agreement, any term of this Agreement may be amended and the observance
of any term of this Agreement may be waived (either generally or in a particular
instance and either retroactively or prospectively), with the written consent of
the Company and the holders of at least 66-2/3% of the Shares. Any amendment or
waiver effected in accordance with this paragraph 1 1H shall be binding upon
each holder of any Shares, each future holder of all such Shares and the
Company.
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No waivers of or exceptions to any term, condition or provision of this
Agreement, in any one or more instances, shall be deemed to be, or construed as,
a further or continuing waiver of any such term, condition or provision.
11I. Counterparts. This Agreement may be executed in one or more
counterparts, each of which shall be deemed to be an original, but all of which
shall be one and the same document.
11J. Headings. The headings of this Agreement are for convenience only
and do not constitute a part of this Agreement.
11K. Severability. The invalidity or unenforceability of any provision
of this Agreement shall not affect the validity or enforceability of any other
provision of this Agreement.
11L. Governing Law. The construction, validity and interpretation of
this Agreement will be governed by the internal laws of the State of Texas
without giving effect to any choice of law or conflict of law provision or rule
(whether of the State of Texas or any other jurisdiction) that would cause the
application of the laws of any jurisdiction other than the State of Texas.
11M. Further Assurances. Each party to this Agreement hereby covenants
and agrees, without the necessity of any further consideration, to execute and
deliver any and all such further documents and take any and all such other
actions as may be necessary to appropriate to carry out the intent and purposes
of this Agreement and to consummate the transactions contemplated herein.
11N. Indemnification. The Company, without limitation as to time, will
indemnify each Purchaser and its agents and representatives against, and hold
each Purchaser and its agents and representatives harmless from, all losses,
claims, damages, liabilities, costs (including the costs of preparation and
attorneys' fees and expenses) (collectively, the "Losses") (A) arising out of or
related to any breach or inaccuracy of any representation or warranty of the
Company contained in this Agreement or (B) incurred pursuant to any
investigation or proceeding against the Company, any Purchaser or any of their
agents and representatives arising out of or in connection with this Agreement,
any Ancillary Agreement (or any other document or instrument executed pursuant
hereto or thereto), which investigation or proceeding requires the participation
of, or is commenced or filed against, one or more of the Purchasers and any of
their agents because of this Agreement, the Ancillary Agreements and the
transactions contemplated herein and therein, other than any Losses resulting
from action on the part of such Purchaser or its agents or representatives which
is finally determined in such proceeding to be primarily and directly a result
of (i) such Purchaser's gross negligence or willful misconduct, (ii) a breach of
a fiduciary duty, if any, owed by such Purchaser to the Company, (iii) an act or
omission that involves intentional misconduct or a knowing violation of law by
such Purchaser, (iv) a transaction from which such Purchaser received an
improper personal benefit, (v) Losses incurred by or on behalf of an agent of a
Purchaser that are the subject of the indemnification agreement entered into by

the Company and such agent pursuant to the Shareholders Agreement, as to which
Losses such indemnification agreement, rather than this paragraph 1 lN, shall
apply, or (vi) Losses incurred by a Purchaser under the HSR Act. The Company
agrees to reimburse each Purchaser and its agents and representatives promptly
for all such Losses as they are
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incurred by such Purchaser and its agents. Each Purchaser agrees to reimburse
the Company for any payments made by the Company to such Purchaser pursuant to
subparagraph (B) of this paragraph 1 IN for Losses which are finally determined
in such proceeding to primarily and directly result from the gross negligence or
willful misconduct of such Purchaser. The obligations of the Company to each
Purchaser and its agents and representatives under this paragraph 1 IN will be
separate obligations. The obligations of the Company under this paragraph 1 lN
will survive any transfer of securities by any Purchaser and the termination of
this Agreement or any Ancillary Agreement.
11O. Understanding Among Purchasers. Each Purchaser acknowledges that
it is not relying upon any other Purchaser, or any officer, director, employee,
agent, partner or Affiliate of any such other Purchaser, in making its
investment or decision to invest in the Company or in monitoring such
investment. Each Purchaser agrees that no Purchaser nor any controlling Person,
officer, director, shareholder, partner, agent or employee of any Purchaser
shall be liable for any action heretofore or hereafter taken or omitted to be
taken by any of them relating to or in connection with the Company or the
Shares, or both. Without limiting the foregoing, no Purchaser (nor any of its
Affiliates, officers, directors, shareholders, partners, agents or employees) or
other holder of any Shares shall have any obligation, liability or
responsibility whatsoever for the accuracy, completeness or fairness of any or
all information about the Company or any Subsidiary or their respective
properties, business or financial and other affairs, acquired by such Purchaser
or holder from the Company or any Subsidiary or the respective officers,
directors, employees, agents, representatives, counsel or auditors of either,
and in turn provided to another Purchaser or holder, nor shall any such
Purchaser (or such other person) have any obligation or responsibility
whatsoever to provide any such information to any other Purchaser (or such other
Person) or holder or to continue to provide any such information if any
information is provided.
11P. Legal Representation. The Company and each Purchaser acknowledges
that Hughes & Luce, L.L.P., special counsel to Austin Ventures, has been
requested by the Company and the Purchasers to assist in the preparation of this
Agreement, the Ancillary Agreements and the Articles of Amendment, and the
consummation of the transactions contemplated herein. The Company and each
Purchaser acknowledges that Hughes & Luce, L.L.P. represents Austin Ventures and
does not represent the Company or any Purchaser in any respect. Each Purchaser
understands and acknowledges that Hughes & Luce, L.L.P. is not advising such
Purchaser with respect to such Purchaser's decision to enter into this Agreement
and to consummate the transactions contemplated by this Agreement and the
Ancillary Agreements, including without limitation the purchase of the Shares to
be purchased by such Purchaser on the terms and conditions set forth herein.
Each Purchaser acknowledges that such Purchaser has obtained separate legal
representation in connection with such matters.
***
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IN WITNESS WHEREOF, this Agreement has been executed by the parties hereto
as of the date first written above.
COMPANY:
MONITRONICS INTERNATIONAL, INC.
By: /s/ James R. Hull
---------------------------------James R. Hull,
President
PURCHASERS:
WINDWARD CAPITAL PARTNERS II, L.P.
By: Winward Capital GP II, LLC
its general partners

By:
---------------------------------Peter S. Macdonald,
Managing Member
WINDWARD CAPITAL LP II, LLC
By:
---------------------------------Peter S. Macdonald
Managing Member
CAPITAL RESOURCE LENDERS II, L.P.
By: Capital Resource Partners II, L.P.
Its General Partner
By:
---------------------------------Name:
-------------------------------Title:
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IN WITNESS WHEREOF, this Agreement has been executed by the parties
hereto as of the date first written above.
COMPANY:
MONITRONICS INTERNATIONAL, INC.
By:
---------------------------------James R. Hull,
President
PURCHASERS:
WINDWARD CAPITAL PARTNERS II, L.P.
By: Winward Capital GP II, LLC
its general partners
By: /s/ Peter S. Macdonald
---------------------------------Peter S. Macdonald,
Managing Member
WINDWARD CAPITAL LP II, LLC
By: /s/ Peter S. Macdonald
---------------------------------Peter S. Macdonald
Managing Member
CAPITAL RESOURCE LENDERS II, L.P.
By: Capital Resource Partners II, L.P.
Its General Partner
By:
---------------------------------Name:
-------------------------------Title:
------------------------------24

IN WITNESS WHEREOF, this Agreement has been executed by the parties hereto
as of the date first written above.
COMPANY:
MONITRONICS INTERNATIONAL, INC.
By:
---------------------------------James R. Hull,
President
PURCHASERS:
WINDWARD CAPITAL PARTNERS II, L.P.
By: Winward Capital GP II, LLC
its general partners
By:
---------------------------------Peter S. Macdonald,
Managing Member
WINDWARD CAPITAL LP II, LLC
By:
---------------------------------Peter S. Macdonald
Managing Member
CAPITAL RESOURCE LENDERS II, L.P.
By: Capital Resource Partners II, L.P.
Its General Partner
By: /s/ Robert C. Ammern
---------------------------------Name: Robert C. Ammern
Title: Managing Partner
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EXHIBIT A
SCHEDULE OF PURCHASERS
Purchaser
- --------Windward Capital Partners II, L.P.
1777 Avenue of the Americas
42nd Floor
New York, NY 10036
Fax: (212) 382-6534
Attn: Peter S. Macdonald

Shares
---------

Purchase
Price
--------------

1,253,096

$24,672,932.69

Windward Capital LP II, LLC
1777 Avenue of the Americas
42nd Floor
New York, NY 10036
Fax: (212-6534

80,097

$ 1,577,076.21

Capital Resource Lenders II, L.P.
85 Merrimac Street, Suite 200
Boston, Massachusetts 02114
Fax: (617) 723-9819
Attn: Stephen M. Jenks

76,182

$ 1,499,991.51

1,409,375

$27,750,000.41

Total:

EXHIBIT B
ARTICLES OF AMENDMENT
See attached.
MONITRONICS INTERNATIONAL, INC.
ARTICLES OF AMENDMENT
Pursuant to the provisions of Article 4.04 of the Texas Business
Corporation Act (the "Act"), the undersigned corporation adopts the following
Articles of Amendment to its Articles of Incorporation:
ARTICLE ONE
The name of the corporation is Monitronics International, Inc.
ARTICLE TWO
The following amendments alter or change the following paragraphs and
provisions of the Articles of Incorporation, as heretofore amended, as follows:
The Articles of Incorporation of the Corporation are amended by deleting
Article Four thereof in its entirety and substituting in lieu of said Article
Four the following:
"ARTICLE FOUR
The aggregate number of shares which the corporation shall have
authority to issue is 26,109,375 shares, consisting of: 15,700,000 shares
of Common Stock (i) 15,000,000 shares of which shall be classified as Class
A Common Stock, $0.01 par value ("Class A Common Stock"), and (ii) 700,000
shares of which shall be classified a Class B Common Stock, $0.01 par value
("Class B Common Stock"); and 10,409,375 shares of Preferred Stock (i)
4,000,000 shares of which shall be designated as Series A Preferred Stock,
$0.01 par value ("Series A Preferred Stock"), (ii) 5,000,000 shares of
which shall be designated as Series B Preferred Stock, $U.0I par value
("Series B Preferred Stock"), and (ii) 1,409,375 shares of which shall be
designated as Series C Preferred Stock, $0.01 par value ("Series C
Preferred Stock"). The corporation may purchase its own shares to the
extent that may be allowed by law. The Series A Preferred Stock, the Series
B Preferred Stock and the Series C Preferred Stock have the voting powers,
the designations, preferences and relative, participating, optional o~
other special rights and qualifications, limitations or restrictions set
forth below. The Series C Preferred Stock shall, with respect to dividend
rights, redemption rights and rights upon liquidation, winding up or
dissolution, whether voluntary or involuntary, whether now or hereafter
issued, rank senior to all other capital stock or equity securities of the
corporation.
Series A Preferred Stock, Series B Preferred Stock and Series C Preferred
Stock
Part 1. Dividends.
1A. Subject to paragraphs ID, IE, 1H and II below, the holders of Series A
Preferred Stock shall be entitled to receive dividends at the rate of $0.08 per
share (as adjusted for any
stock dividends, combinations or splits with respect to such shares) per annum,
payable out of funds legally available therefor. Such dividends shall be
cumulative and shall accrue on each share from day to day, commencing on the
date of issuance of such share, whether or not earned or declared. Accrued
dividends shall be payable quarterly, in arrears, on each March 31, June 30,
September 30 and December 31 (each a "Dividend Reference Date"), commencing on
the first Dividend Reference Date following June 30, 1999, and shall be payable
in cash (except as provided in pan 5).
1B. Subject to paragraphs ID, IH and II below, the holders of Series B
Preferred Stock shall be entitled to receive dividends at the rate of $0.08 per
share (as adjusted for any stock dividends, combinations or splits with respect
to such shares) per annum, payable out of funds legally available therefor. Such
dividends shall be cumulative and shall accrue on each share from day to day,
commencing on the date of issuance of such share, whether or not earned or
declared. Accrued dividends shall be payable quarterly, in arrears, on each
Dividend Reference Date, commencing on the first Dividend Reference Date
following June 30, 1999, and shall be payable in cash (except as provided in
part 5).
1C. Subject to paragraphs 1H and 1! below, the holders of Series C
Preferred Stock shall be entitled to receive dividends at the rate of $i.575i7
per share (as adjusted for any stock dividends, combinations or splits with

respect to such shares) per annum, payable out of funds legally available
therefor. Such dividends shall be cumulative and shall accrue on each share from
day to day, commencing on the date of issuance of such share, whether or not
earned or declared. Accrued dividends shall be payable quarterly, in arrears, on
each Dividend Reference Date, commencing on the first Dividend Reference Date
following June 30, 1999, and shall be payable in cash (except as provided in
part 5).
1D. No dividends or distributions (whether in cash, securities or other
property, other than those payable solely in shares of Common Stock) shall be
paid on or declared and set apart for any Series B Preferred Stock, Series A
Preferred Stock or any other series or class of Preferred Stock on any Dividend
Reference Date until dividends in the total amount due on such date to holders
of the Series C Preferred Stock, including any dividends that have accumulated
but remain unpaid, shall have been paid or declared and set apart for payment on
or prior to such Dividend Reference Date.
1E. No dividends or distributions (whether in cash, securities or other
property, other than those payable solely in shares of Common Stock) shall be
paid on or declared and set apart for any Series A Preferred Stock on any
Dividend Reference Date until dividends in the total amount due on such date
holders of the Series C Preferred Stock and the Series B Preferred Stock, in
each case including any dividends that have accumulated but remain unpaid, shall
have been paid or declared and set apart for payment on or prior to such
Dividend Reference Date.
1F. No dividends (other than those payable solely in shares of Common Stock
of the corporation) shall be paid on or declared and set apart for any Common
Stock or any other class or series of stock of the corporation during any fiscal
year of the corporation until dividends in the total amount of $0.08 per share
(as adjusted for any stock dividends, combinations or splits with respect to
such shares) on the Series A Preferred Stock, $0.08 per share (as adjusted for
any stock dividends, combinations or splits with respect to such shares) on the
Series B Preferred
Stock, and $1.5 7517 per share (as adjusted for any stock dividends,
combinations or splits with respect to such shares) on the Series C Preferred
Stock, shall have been paid or declared and set apart for payment during that
fiscal year and any prior year in which dividends have accumulated but remain
unpaid, and no dividends shall be paid on any share of Common Stock unless a
dividend (including the amount of any dividends paid pursuant to the above
provisions of this paragraph IF) is paid with respect to all outstanding shares
of Series A Preferred Stock and Series C Preferred Stock in an amount for each
such share of Series A Preferred Stock or Series C Preferred Stock, as the case
may be, equal to or greater than the aggregate amount of such dividends for the
number of shares of Common Stock into which each outstanding share of Series A
Preferred Stock and Series C Preferred Stock could then be converted.
1G. In the event the corporation shall declare a distribution (other than
any distribution described in paragraphs 1A through 1F) payable in securities of
other Persons, evidences of indebtedness issued by the corporation or other
Persons, assets (excluding cash dividends) or options or rights to purchase any
such securities or evidences of indebtedness, and at such time, there are no
declared or accrued but unpaid dividends then owed in respect of any class of
Preferred Stock, then, in each such case, the holders of the outstanding shares
of Series A Preferred Stock and Series C Preferred Stock shall be entitled to
receive a proportionate share of any such distribution as though the holders of
the outstanding shares of Series A Preferred Stock and Series C Preferred Stock
were the holders of the number of shares of Common Stock into which the
outstanding shares of Series A Preferred Stock and Series C Preferred Stock
could be converted as of the record date fixed for the determination of the
holders of Common Stock of the corporation entitled to receive such
distribution.
1H. The corporation may elect not to pay dividends under paragraphs IA, lB
or 1C (i) if a Default or Event of Default is then continuing under the Credit
Agreement, or (ii) to the extent the payment of dividends pursuant to paragraph
1A, 1B or 1C would cause a Default or Event of Default under the Credit
Agreement to occur; provided, that if the corporation elects to suspend the
payment of dividends under this paragraph 1H, dividends shall continue to accrue
pursuant to this part 1 and shall be payable out of funds legally available
therefor immediately after no Default or Event of Default is then continuing
under the Credit Agreement, and to the extent the corporation may pay such
dividends without causing a Default or Event of Default of Section 6 of the
Credit Agreement. A Default or Event of Default will not be "continuing" if it
has been waived.
1I. The corporation shall not pay cash dividends under paragraphs 1A, 1B or
1C at any time when any of the Notes are outstanding; provided, that if the
corporation is not permitted to pay dividends as a result of this paragraph 11,
dividends shall continue to accrue pursuant to this part 1 and shall be payable
out of funds legally available therefor at the time when no Notes remain
outstanding.

1J. Notwithstanding the foregoing, immediately prior to the closing of an
initial public offering of the corporation's equity securities that is not a
Qualified Public Offering with respect to the Series C Preferred Stock, the
corporation shall declare and pay a dividend to the holders of the Series C
Preferred Stock in an amount equal to the aggregate amount of all declared or
accrued but unpaid dividends in respect of the Series C Preferred Stock as if
such shares of Series C Preferred Stock are being converted pursuant to
paragraph 5M below.
Part 2. Liquidation Preference
2A. In the event of any liquidation, dissolution or winding up of the
corporation, either voluntary or involuntary:
(i) The holders of the Series C Preferred Stock shall be entitled to
receive, prior and in preference to any distribution of any of the assets
or surplus funds of the corporation to the holders of the Series A
Preferred Stock, Series B Preferred Stock or Common Stock by reason of
their ownership thereof, an amount for each share of Series C Preferred
Stock then held by them equal to $ 19.689579 (as adjusted for any stock
dividends, combinations or splits with respect to such shares) plus accrued
or declared but unpaid dividends on the Series C Preferred Stock (the
"Series C Liquidation Value"). If upon the occurrence of such event, the
assets and funds thus distributed among the holders of the Series C
Preferred Stock shall be insufficient to permit the payment to such holders
of such full preferential amount, then the entire assets and funds of the
corporation legally available for distribution shall be distributed ratably
among the holders of the Series C Preferred Stock in proportion to the
shares of Series C Preferred Stock then held by them.
(ii) After payment to the holders of the Series C Preferred Stock of
the full amount to which they are entitled under subparagraph (i) above,
the holders of the Series B Preferred Stock shall be entitled to receive,
prior and in preference to any distribution of any of the assets or surplus
funds of the corporation to the holders of the Series A Preferred Stock by
reason of their ownership thereof, an amount for each share of Series B
Preferred Stock then held by them equal to $1.00 (as adjusted for any stock
dividends, combinations or splits with respect to such shares) plus accrued
or declared but unpaid dividends on the Series B Preferred Stock (the
"Series B Liquidation Value"). If upon the occurrence of such event, the
assets and funds thus distributed among the holders of the Series B
Preferred Stock shall be insufficient to permit the payment to such holders
of such full preferential amount, then the entire assets and funds of the
corporation legally available for distribution shall be distributed ratably
among the holders of the Series B Preferred Stock in proportion to the
shares of Series B Preferred Stock then held by them.
(iii) After payment to the holders of the Series C Preferred Stock and
Series B Preferred Stock of the full amount to which they are entitled
under subparagraphs (i) and (ii) above, the holders of the Series A
Preferred Stock shall be entitled to receive, prior and in preference to
any distribution of any of the assets or surplus funds of the corporation
to the holders of the Common Stock by reason of their ownership thereof, an
amount for each share of Series A Preferred Stock then held by them equal
to $1.00 (as adjusted for any stock dividends, combinations or splits with
respect to such shares) plus accrued or declared but unpaid dividends on
the Series A Preferred Stock (the "Series A Liquidation Value"). If upon
the occurrence of such event, the assets and funds thus distributed among
the holders of the Series A Preferred Stock shall be insufficient
to permit the payment to such holders of such full preferential amount,
then the entire assets and funds of the corporation legally available for
distribution shall be distributed ratably among the holders of the Series A
Preferred Stock in proportion to the shares of Series A Preferred Stock
then held by them.
(iv) Subject to the payment in full of the Series C Liquidation
Preference, the Series B Liquidation Preference and the Series A
Liquidation Preference as provided in subparagraphs (i), (ii) and (iii)
above, all remaining assets and surplus funds of the corporation shall be
distributed among holders of Common Stock and the holders of Series A
Preferred Stock, ratably in proportion to the shares of Common Stock then
held by them and the shares of Common Stock into which the shares of Series
A Preferred Stock then held by them could be converted.
2B. For purposes of this part 2, a "liquidation" shall, at the option of
the holders of at least 66-2/3% of the outstanding shares of Series A Preferred
Stock, Series B Preferred Stock and Series C Preferred Stock, voting together as
a single class and not as a separate series, include:
(i) a consolidation or merger of the corporation with or into any
other corporation, or any other Person, other than a wholly-owned
Subsidiary of the corporation, excluding any transaction in which

shareholders of the corporation prior to the transaction will maintain
voting control of the resulting entity after the transaction;
(ii) any corporate reorganization in which the corporation shall not
be the continuing or surviving entity resulting from such reorganization;
(iii) a sale of all or substantially all of the assets of the
corporation; or
(iv) a share exchange in which any Person acquires all of the
outstanding shares of any class or series of capital;
such that the holders of Series A Preferred Stock, Series B Preferred Stock and
Series C Preferred Stock shall be paid in cash or in securities received from
the acquiring corporation, or in a combination thereof, at the closing of any
such transaction, an amount equal to the amount per share which would be payable
to the holders of Series A Preferred Stock, Series B Preferred Stock and Series
C Preferred Stock pursuant to this part 2 in a liquidation of the corporation.
2C. Any securities to be delivered to the holders of Series A Preferred
Stock, Series B Preferred Stock or Series C Preferred Stock pursuant to
paragraph 2B above shall be valued as follows:
(i) Securities not subject to restrictions on free transferability:
(a) if traded on a securities exchange, the value shall be deemed
to be the average of the security's closing prices on such
exchange over the 30-day period ending three days prior to the
closing;
(b) if actively traded over-the-counter, the value shall be
deemed to be the average of the closing bid prices over the 30-day
period ending three days prior to the closing; and
(c) if there is no active public market, the value shall be the
fair market value thereof, as mutually determined by a majority of the
disinterested directors and the holders of a majority of the
outstanding shares of Series A Preferred Stock, Series B Preferred
Stock and Series C Preferred Stock, voting together as a separate
class or series, or, in the absence of such agreement, by an
independent appraisal paid for by the corporation; and
(ii) Securities subject to investment letter or other restrictions on
free marketability shall be valued at an appropriate discount from the
market value determined as above in subparagraphs (i)(a), (i)(b) or (i)(c)
to reflect the approximate fair market value thereof, as mutually
determined by a majority of the disinterested directors and the holders of
a majority of the outstanding Series A Preferred Stock, Series B Preferred
Stock and Series C Preferred Stock, voting together as a separate class or
series or, in the absence of such agreement, by an independent appraisal
paid for by the corporation.
2D. The corporation shall give each holder of record of Series A Preferred
Stock, Series B Preferred Stock or Series C Preferred Stock written notice of
such impending transaction not later than 20 days prior to the shareholders
meeting called to approve such transaction or 20 days prior to the closing of
such transaction, whichever is earlier, and shall also notify such holders in
writing of the final approval of such transaction. The first of said notices
shall describe the material terms and conditions of the contemplated transaction
as well as the terms and conditions of this part 2, and the corporation shall
thereafter give such holders prompt notice of any material changes. The
transaction shall in no event take place sooner than 20 days after the mailing
by the corporation of the first notice provided for herein or sooner than 20
days after the mailing by the corporation of any notice of material changes
provided for herein; provided, however, that such periods may be shortened upon
the written consent of the holders of a majority of the outstanding Series A
Preferred Stock, Series B Preferred Stock and Series C Preferred Stock, voting
together as a single class and not as a separate series.
Part 3. Redemptions.
3A. On the first to occur of (i) June 30, 2006 and (ii) the first business
day following the closing of a Qualified Public Offering (either, the "Series B
Redemption Date"), the corporation shall redeem (the "Series B Redemption") all
shares of Series B Preferred Stock as are then outstanding at a price per share
equal to the Series B Redemption Price (as defined in paragraph 3D).
3B. The holders of a majority of the outstanding shares of Series A
Preferred Stock may elect to require the corporation to redeem (the "Series A
Mandatory Redemption") on June 30, 2006 (the "Mandatory Redemption Date") all
shares of Series A Preferred Stock at a price per share equal to the Series A
Redemption Price (as defined in paragraph 3E). The holders of a majority of the

outstanding shares of Series A Preferred Stock may require the corporation to
effect the Series A Mandatory Redemption by giving written notice to the
corporation and the other holders of Preferred Stock of such election not less
than 25 days nor more than 120 days prior to June 30, 2006. Upon receipt of such
election, the corporation (and such holder) will be obligated to redeem all
shares of Series A Preferred Stock on the Mandatory Redemption Date.
3C. The holders of a majority of the outstanding shares of Series C
Preferred Stock may elect to require the corporation to redeem (the "Series C
Mandatory Redemption") on the earlier to occur of (A) the Mandatory Redemption
Date or (B) such time prior to an initial public offering of the corporation's
equity securities as Austin Ventures (as defined in the Series C Purchase
Agreement) and its affiliates do not own, collectively, at least 40% of the
voting stock of the corporation, on a fully diluted basis, or do not hold the
highest percentage ownership of the voting stock of the corporation of any
shareholder of the corporation, all shares of Series C Preferred Stock at a
price per share equal to the Series C Redemption Price (as defined in paragraph
3F). The holders of a majority of the outstanding shares of Series C Preferred
Stock may require the corporation to effect the Series C Mandatory Redemption by
giving written notice to the corporation and the other holders of Preferred
Stock of such election not less than 20 days nor more than 120 days prior to
June 30, 2006. Upon receipt of such election, the corporation (and such holders)
will be obligated to redeem all shares of Series C Preferred Stock on the
Mandatory Redemption Date.
3D. The holders of Series B Preferred Stock shall be entitled to receive
from the corporation on the Series B Redemption Date an amount in cash for each
share of Series B Preferred Stock equal to $1.00 (as adjusted for stock
dividends, combinations or splits with respect to such shares), plus any accrued
or declared but unpaid dividends on the Series B Preferred Stock (the "Series B
Redemption Price").
3E. The holders of Series A Preferred Stock shall be entitled to receive
from the corporation on the Mandatory Redemption Date an amount in cash for each
share of Series A Preferred Stock to be redeemed on such Mandatory Redemption
Date equal to $1.00 (as adjusted for stock dividends, combinations or splits
with respect to such shares), plus any accrued or declared but unpaid dividends
on the Series A Preferred Stock (the "Series A Redemption Price").
3F. The holders of Series C Preferred Stock shall be entitled to receive
from the corporation on the Mandatory Redemption Date an amount in cash for each
share of Series C Preferred Stock to be redeemed on such Mandatory Redemption
Date equal to $ 19.689579 (as adjusted for stock dividends, combinations or
splits with respect to such shares), plus any accrued or declared but unpaid
dividends on the Series C Preferred Stock (the "Series C Redemption Price").
3G. If the funds of the corporation legally available for redemption of
Series C Preferred Stock on the Mandatory Redemption Date are insufficient to
redeem the total number
of shares of Series C Preferred Stock to be redeemed on the Mandatory Redemption
Date, those funds that are legally available will be applied to the Series C
Preferred Stock, ratably among the holders of the shares to be redeemed based
upon the aggregate Series C Redemption Price of such shares held by each such
holder. At any time and from time to time thereafter when additional funds of
the corporation are legally available for redemption of shares of Series C
Preferred Stock, such funds immediately will be applied to redeem the balance of
the shares of Series C Preferred Stock that have not been redeemed and such
funds will not be used for any other purpose, including to redeem any shares of
Series B Preferred Stock or Series A Preferred Stock that the corporation is
obligated to redeem. If the funds of the corporation legally available for
redemption of all classes or series of Preferred Stock to be redeemed on the
Mandatory Redemption Date are insufficient to redeem the total number of shares
of Preferred Stock to be redeemed on the Mandatory Redemption Date, those funds
that are legally available will be applied first to the Series C Preferred
Stock, ratably among the holders of the shares to be redeemed based upon the
aggregate Series C Redemption Price of such shares held by each such holder, and
thereafter those funds legally available will be applied to the Series B
Preferred Stock, and thereafter those funds legally available will be applied to
the Series A Preferred Stock.
3H. If the funds of the corporation legally available for redemption of
Series B Preferred Stock on the Series B Redemption Date are insufficient to
redeem the total number of shares of Series B Preferred Stock to be redeemed on
the Series B Redemption Date, those funds that are legally available will be
applied to the Series B Preferred Stock, ratably among the holders o~ the shares
to be redeemed based upon the aggregate Series B Redemption Price of such shares
held by each such holder. At any time and from time to time thereafter when
additional funds of the corporation are legally available for redemption of
shares of Series B Preferred Stock, such funds immediately will be applied to
redeem the balance of the shares of Series B Preferred Stock that have not been
redeemed and such funds will not be used for any other purpose, including to
redeem any shares of Series A Preferred Stock that the corporation is obligated
to redeem.

3I. If the funds of the corporation legally available for redemption of
Series A Preferred Stock on the Mandatory Redemption Date are insufficient to
redeem the total number of shares of Series A Preferred Stock to be redeemed on
the Mandatory Redemption Date, those funds that are legally available will be
applied to the Series A Preferred Stock ratably among the holders of the shares
to be redeemed based upon the aggregate Series A Redemption Price of such shares
held by each such holder. At any time and from time to time thereafter when
additional funds of the corporation are legally available for redemption of
shares of Series A Preferred Stock, such funds immediately will be applied to
redeem the balance of the shares of Series A Preferred Stock that the
corporation has become obligated to redeem on the Mandatory Redemption Date but
which it has not redeemed and such funds will not be used for any other purpose.
3J. No share of Series A Preferred Stock, Series B Preferred Stock or
Series C Preferred Stock is entitled to any dividends accruing after the date on
which the Series A Redemption Price, the Series B Redemption Price or the Series
C Redemption Price, respectively, is paid. On such date, all rights of the
holder of such share of Series A Preferred Stock, Series B Preferred Stock or
Series C Preferred Stock will cease, and such share of Series
A Preferred Stock, Series B Preferred Stock or Series C Preferred Stock will not
be deemed to be outstanding.
3K. Any shares of Series A Preferred Stock, Series B Preferred Stock or
Series C Preferred Stock that are redeemed or otherwise acquired by the
corporation will be cancelled and will not be reissued, sold or transferred. If
fewer than the total number of shares of Series A Preferred Stock, Series B
Preferred Stock or Series C Preferred Stock represented by any certificate are
redeemed, a new certificate representing the number of unredeemed shares of
Series A Preferred Stock, Series B Preferred Stock or Series C Preferred Stock
will be issued to the holder thereof without cost to such holder within three
business days after surrender of the certificate representing the redeemed
shares.
3L. Neither the corporation nor any Subsidiary will redeem, repurchase or
otherwise acquire any shares of Series A Preferred Stock, Series B Preferred
Stock or Series C Preferred Stock, except as expressly authorized herein or
pursuant to a purchase offer made (i) pro-rata to all holders of shares of
Series C Preferred Stock on the basis of the number of shares of Series C
Preferred Stock owned by each such holder, (ii) pro-rata to all holders of
shares of S~..1ies B Preferred Stock on the basis of the number of shares of
Series B Preferred Stock owned by each such holder and only if all shares of
Series C Preferred Stock have been redeemed, repurchased or otherwise acquired
by the corporation or (iii) pro-rata to all holders of shares of Series A
Preferred Stock on the basis of the number of shares of Series A Preferred Stock
owned by each such holder and only if all shares of Series C Preferred Stock and
Series B Preferred Stock have been redeemed, repurchased or otherwise acquired
by the corporation.
3M. Notwithstanding anything in this part 3 to the contrary, neither the
corporation nor any Subsidiary will redeem, repurchase or otherwise acquire any
shares of Series A Preferred Stock, Series B Preferred Stock or Series C
Preferred Stock while any Notes are outstanding, or if prohibited under the
Credit Agreement. If on the date that the holders of the Series A Preferred
Stock and the Series C Preferred Stock could elect to require the corporation to
effect the Series A Mandatory Redemption and the Series C Mandatory Redemption
any Notes are outstanding or the redemption of the Series A Preferred Stock,
Series B Preferred Stock and the Series C Preferred Stock is prohibited under
the Credit Agreement, the time for giving such notice shall be extended until
100 days following the date (the "Extension Date") upon which no Notes remain
outstanding and the redemption of the Series A Preferred Stock, the Series B
Preferred Stock and the Series C Preferred Stock is no longer prohibited under
the Credit Agreement. If the holders of a majority of the outstanding shares of
Series A Preferred Stock give written notice to the corporation within the
100-day period following the Extension Date of their election to require the
Series A Mandatory Redemption, the corporation (and such holders) shall be
obligated to redeem the Series A Preferred Stock pursuant to paragraph 3B on the
date 120 days following the Extension Date (the "Extended Mandatory Redemption
Date") and the Extended Mandatory Redemption Date shall be deemed the Mandatory
Redemption Date for purposes of paragraph 3B. If the holders of a majority of
the outstanding shares of Series C Preferred Stock give written notice to the
corporation within the 100-day period following the Extension Date of their
election to require the Series C Mandatory Redemption, the corporation (and such
holders) shall be obligated to redeem the Series C Preferred Stock pursuant to
paragraph 3C on the Extended Mandatory Redemption Date and the Extended
Mandatory Redemption Date shall be deemed the Mandatory Redemption Date for
purposes of paragraph
3C. If on the Series B Redemption Date any Notes are outstanding or the
redemption of the Series B Preferred Stock is prohibited under the Credit
Agreement, the corporation (and the holders of the Series B Preferred Stock)
shall be obligated to redeem the Class B Preferred Stock pursuant to paragraph

3A on the date 120 days following the Extension Date (the "Extended Series B
Redemption Date") and the Extended Series B Redemption Date shall be deemed the
Series B Redemption Date for purposes of paragraph 3A.
Part 4. Voting Rights.
4A Except as otherwise provided in these Articles of Incorporation or the
Act, the Series A Preferred Stock and, upon the expiration of any waiting period
required under the HSR Act (as defined in the Series C Purchase Agreement)
relating to the transactions contemplated by the Series C Purchase Agreement,
the Series C Preferred Stock will vote together with the Common Stock on an
as-if-converted basis on all matters to come before the shareholders of the
corporation, and the Common Stock shall not be entitled to vote as a class on
any matter. Except as otherwise provided in these Articles of Incorporation or
the Act, the holders of Series B Preferred Stock will have no right to vote
their shares of Series B Preferred Stock on any matters to be voted on by the
shareholders of the corporation. Except as otherwise provided in these Articles
of Incorporation or the Act, the holders of Class A Common Stock will be
entitled to one vote per share on all matters voted on by the shareholders of
the corporation and the holders of Class B Common Stock will have no right to
vote their shares of Class B Common Stock on any matters to be voted on by the
shareholders of the corporation.
4B. Without first obtaining the approval or consent of the holders of at
least 66-2/3% of the outstanding shares of Series A Preferred Stock, Series B
Preferred Stock and Series C Preferred Stock, voting together as a separate
class or series, the corporation shall not:
(i) issue any capital stock, options, warrants or rights to purchase
or acquire capital stock, or any other equity securities, other than (A)
pursuant to an Approved Plan, (B) upon conversion of shares of Series A
Preferred Stock, (C) upon conversion of shares of Series B Preferred Stock,
(D) upon conversion of shares of Series C Preferred Stock, (E) the issuance
of the Warrant Shares upon the exercise of the Warrants or (F) the Class A
Common Stock issuable upon conversion of any outstanding Class B Common
Stock;
(ii) sell or dispose of in any manner all or any substantial portion
of its properties or assets, liquidate, dissolve or enter into any merger,
consolidation or similar transaction; or
(iii) acquire any interest in any Person (whether by a purchase of
assets, purchase of stock or other securities, merger or otherwise, or
create any Subsidiary other than a wholly owned Subsidiary), other than
purchases (either directly, or indirectly through the purchase of 100% of
the outstanding stock of the Person) of monitoring alarm contracts in the
ordinary course of business of the corporation or pursuant to the DMAC
Acquisition (as defined in the Series C Purchase Agreement).
4C. Without first obtaining the approval or consent of the holders of at
least 66-2/3% of the outstanding shares of Series A Preferred Stock, Series B
Preferred Stock and Series C Preferred Stock, each voting as a single and
separate class or series, the corporation shall not:
(i) amend the Articles of Incorporation or bylaws of the corporation;
or
(ii) purchase, redeem or otherwise acquire or retire for value any of
its capital stock or other equity securities or declare or make any
dividend or other distribution with respect to any of its capital stock or
other equity securities (other than a dividend or distribution payable
solely in shares of Common Stock), except that this provision shall not
prevent the repurchase by the corporation of capital stock from employees
at cost pursuant to agreements with such employees approved by the Board of
Directors (with a majority of the Purchaser Directors concurring).
Part 5. Conversion
The holders of Series A Preferred Stock, Series B Preferred Stock and
Series C Preferred Stock shall have conversion rights as follows (the
"Conversion Rights"):
5A. Right to Convert.
Subject to the provisions of paragraph 5C, (i) each share of Series A
Preferred Stock shall be convertible, at the option of the holder thereof, at
any time after the date of issuance of such share, at the office of the
corporation or any transfer agent for such share, into such number of fully paid
and nonassessable shares of Class A Common Stock as is determined by dividing
$1.00 by the Series A Conversion Price (as defined below) in effect at the time
of conversion, (ii) each share of Series B Preferred Stock shall be convertible,
at the option of the holder thereof, simultaneously upon the closing of a
Qualified Public Offering, into such number of fully paid and nonassessable
shares of Class A Common Stock as is determined by dividing the Series B

Redemption Price at the time of closing of such Qualified Public Offering by the
Public Offering Price (as defined in paragraph 5C) in such Qualified Public
Offering, and (iii) each share of Series C Preferred Stock shall be convertible,
at the option of the holder thereof, at any time after the date of issuance of
such share, at the office of the corporation or any transfer agent for such
share, into such number of fully paid and nonassessable shares of Class A Common
Stock as is determined by dividing $ 19.689579 by the Series C Conversion Price
(as defined below) in effect at the time of conversion.
5B. Automatic Conversion. Each share of Series A Preferred Stock shall
automatically be converted into shares of Class A Common Stock at the then
effective Series A Conversion Price immediately upon the closing of a Qualified
Public Offering. Each share of Series C Preferred Stock shall automatically be
converted into shares of Class A Common Stock at the then effective Series C
Conversion Price immediately upon the closing of a Qualified Public Offering.
5C. Mechanics of Conversion. Before any holder of Series A Preferred Stock,
Series B Preferred Stock or Series C Preferred Stock shall be entitled to
convert shares of Series A
Preferred Stock, Series B Preferred Stock or Series C Preferred Stock into
shares of Class A Common Stock, such holder shall surrender the certificate or
certificates thereof, duly endorsed, at the office of the corporation or of any
transfer agent for such shares, and shall give written notice to the corporation
at such office that he elects to convert the same and shall state therein the
name or names in which the certificate or certificates for shares of Class A
Common Stock are to be issued. The corporation shall, as soon as practicable
thereafter, issue and deliver at such office to such holder of Series A
Preferred Stock, Series B Preferred Stock or Series C Preferred Stock a
certificate or certificates for the number of shares of Class A Common Stock to
which the holder shall be entitled as aforesaid. Such conversion shall be deemed
to have been made immediately prior to the close of business on the date of
surrender of the shares of Series A Preferred Stock, Series B Preferred Stock or
Series C Preferred Stock to be converted, and the Person or Persons entitled to
receive the shares of Class A Common Stock issuable upon such conversion shall
be treated for all purposes as the record holder or holders of such shares of
Class A Common Stock on such date. hi the event of an automatic conversion of
the Series A Preferred Stock or Series C Preferred Stock, the Board of Directors
may elect to treat the conversion of the shares of Series A Preferred Stock or
Series C Preferred Stock as having been made effective as of the date of the
event resulting in the automatic conversion.
5D. Adjustments to Conversion Prices for Dilutive Issues.
(i) Conversion Prices. The initial Series A Conversion Price shall be
$1.00 per share. The initial Series C Conversion Price shall be $19.689579
per share. The Series A Conversion Price and the Series C Conversion Price
shall be subject to adjustment as set forth in this paragraph 5D.
(ii) Special Definitions. For purposes of this paragraph 5D, the
following definitions apply:
(a) "Options" shall mean rights, options, or warrants to
subscribe for, purchase or otherwise acquire either Common Stock or
Convertible Securities, but shall not include the Warrants.
(b) "Convertible Securities" shall mean any evidences of
indebtedness, shares (other than Common Stock, Series A Preferred
Stock, Series B Preferred Stock or Series C Preferred Stock) or other
securities convertible into or exchangeable for Common Stock.
(c) "Additional Shares of Common Stock" shall mean all shares of
Common Stock issued (or, pursuant to 5D(iv), deemed to be issued) by
the corporation after the Series C Original Issue Date other than
shares of Common Stock issued or issuable:
(1) upon conversion of shares of the Series A Preferred
Stock, Series B Preferred Stock or Series C Preferred Stock;
(2) to officers, directors or employees of, or consultants
to, the corporation, on terms approved by the Board of Directors
(including
shares of Common Stock issued or issuable upon exercise of
options granted pursuant to any Approved Plan);
(3) as a dividend or distribution on Series A Preferred
Stock, Series B Preferred Stock or Series C Preferred Stock;
(4) pursuant to a transaction for which adjustment of the
Series A Conversion Price or the Series C Conversion price, as
the case may be, is made pursuant to paragraph 5D(v) or 5D(vi),
respectively;

(5) pursuant to the acquisition of another Person by merger,
purchase of all or substantially all of the assets of such Person
(exclusive of the DMAC Acquisition) or reorganization; or
(6) upon the exercise of the Warrants or the conversion of
Class B Common Stock into Class A Common Stock.
(iii) No Adjustment of Conversion Price. No adjustment in the Series A
Conversion Price of a particular share of Series A Preferred Stock shall be
made in respect of the issuance of Additional Shares of Common Stock unless
the consideration per share for an Additional Share of Common Stock issued
or deemed to be issued by the corporation is less than the Series A
Conversion Price in effect on the date of, and immediately prior to such
issue, for such share of Series A Preferred Stock. No adjustment in the
Series B Conversion Price of a particular share of Series B Preferred Stock
shall be made in respect of the issuance of Additional Shares of Common
Stock. No adjustment in the Series C Conversion Price of a particular share
of Series C Preferred Stock shall be made in respect of the issuance of
Additional Shares of Common Stock unless the consideration per share for an
Additional Share of Common Stock issued or deemed to be issued by the
corporation is less than the Series C Conversion Price in effect on the
date of, and immediately prior to such issue, for such share of Series C
Preferred Stock.
(iv) Deemed Issue of Additional Shares of Common Stock. In the event
the corporation at any time or from time to time after the Series C
Original Issue Date shall issue any Options or Convertible Securities or
shall fix a record date for the determination of holders of any class of
securities then entitled to receive any such Options or Convertible
Securities, then the maximum number of shares (as set forth in the
instrument relating thereto without regard to any provisions contained
therein designed to protect against dilution) of Common Stock issuable upon
the exercise of such Options or, in the case of Convertible Securities and
Options therefor, the conversion or exchange of such Convertible
Securities, shall be deemed to be Additional Shares of Common Stock issued
as of the time of such issue or, in case such a record date shall have been
fixed, as of the close of business on such record date, provided that
Additional Shares of Common Stock shall not be deemed to have been issued
unless the consideration per share (determined pursuant to paragraph
5D(vii) hereof) of such Additional
Shares of Common Stock would be less than the Series A Conversion Price or
Series C Conversion Price, as the case may be, in effect on the date of and
immediately prior to such issue, or such record date, as the case may be,
and provided further that in any such case in which Additional Shares of
Common Stock are deemed to be issued:
(a) no further adjustments in the Series A Conversion Price or
Series C Conversion Price shall be made upon the subsequent issue of
Convertible Securities or shares of Common Stock upon the exercise of
such Options or conversion or exchange of such Convertible Securities;
(b) if such Options or Convertible Securities by their terms
provide, with the passage of time or otherwise, for any increase in
the consideration payable to the corporation, or decrease in the
number of shares of Common Stock issuable upon the exercise,
conversion or exchange thereof, then the Series. A Conversion Price or
Series C Conversion Price computed upon the original issue thereof (or
upon the occurrence of a record date with respect thereto), and any
subsequent adjustments based thereon, shall, upon any such increase or
decrease becoming effective, be recomputed to reflect such increase or
decrease insofar as it affects such Options or the rights of
conversion or exchange under such Convertible Securities (provided,
however, that no such adjustment of the Series A Conversion Price or
the Series C Conversion Price shall affect Common Stock previously
issued upon conversion of Series A Preferred Stock or Series C
Preferred Stock).
(c) upon the expiration of any such Options or any rights of
conversion or exchange under such Convertible Securities which shall
not have been exercised, the Series A Conversion Price or Series C
Conversion Price computed upon the original issue thereof (or upon the
occurrence of a record date with respect thereto), and any subsequent
adjustments based thereon, shall, upon such expiration, be recomputed
as if:
(1) in the case of Convertible Securities or Options for
Common Stock the only Additional Shares of Common Stock issued
were the shares of Common Stock, if any, actually issued upon the
exercise of such Options or the conversion or exchange of such
Convertible Securities and the consideration received therefor
was the consideration actually received by the corporation for
the issue of all such Options, whether or not exercised, plus the

consideration actually received by the corporation upon such
exercise, or for the issue of all such Convertible Securities
which were actually converted or exchanged, plus the additional
consideration, if any, actually received by the corporation upon
such conversion or exchange, and
(2) in the case of Options for Convertible Securities, only
the Convertible Securities, if any, actually issued upon the
exercise thereof were issued at the time of issue of such Options
and the consideration received by the corporation for the
Additional Shares of Common Stock deemed to have been then issued
was the consideration actually received by the corporation for
the issue of all such Options, whether or not exercised, plus the
consideration deemed to have been received by the corporation
(determined pursuant to paragraph 5D(vii)) upon the issue of the
Convertible Securities with respect to which such Options were
actually exercised;
(d) no adjustment of the conversion rate for the Series A
Preferred or Series C Preferred Stock shall have the effect of
increasing the Series A Conversion Price or Series C Conversion Price
to an amount which exceeds the lower of (1) the Series A Conversion
Price or Series C Conversion Price on the original adjustment date, or
(2) the Series A Conversion Price or Series C Conversion Price that
would have resulted from any actual issuance of Additional Shares of
Common Stock between the original adjustment date and such
readjustment date;
(e) in the case of any Options that expire by their terms not
more than 30 days after the date of issue thereof, no adjustment of
the Series A Conversion Price or the `Series C Conversion price shall
be made, except as to shares of Series A Preferred Stock or Series C
Preferred Stock converted during such period, until the expiration or
exercise of all such Options, whereupon such adjustment shall be made
in the same manner provided in clause (c) above; and
(f) if any such record date shall have been fixed and such
Options or Convertible Securities are not issued on the date fixed
thereof, the adjustment previously made in the Series A Conversion
Price or Series C Conversion Price that became effective on such
record date shall be cancelled as of the close of business on such
record date, and shall instead be made on the actual date of issuance,
if any.
(v) Adjustment of Series A Conversion Price Upon Issuance of
Additional Shares of Common Stock. In the event the corporation, at any
time after the Series C Original Issue Date, shall issue Additional Shares
of Common Stock (including Additional Shares of Common Stock deemed to be
issued pursuant to paragraph 5D(iv)) without consideration or for a
consideration per share less than the Series A Conversion Price in effect
on the date of and immediately prior to such issue, then and in such event,
such Series A Conversion Price shall be reduced, concurrently with such
issue, to the price (calculated to the nearest $00001) obtained by
multiplying the Series A Conversion Price in effect
immediately prior to the time of such issue or sale by a fraction, the
numerator of which shall be (i) the number of shares of Common Stock
outstanding (or deemed to be outstanding hereunder) immediately prior to
such issue or sale multiplied by the Series A Conversion Price immediately
prior to such issue or sale plus (ii) the consideration received (or deemed
to be received hereunder) by the corporation upon such issue or sale, and
the denominator of which shall be the product of (iii) the total number of
shares of Common Stock outstanding (or deemed to be outstanding hereunder)
immediately after such issue or sale, multiplied by (iv) the Series A
Conversion Price immediately prior to such issue or sale. Notwithstanding
the foregoing, no adjustment of the Series A Conversion Price shall be made
in an amount less than 50.0001 per share, but any such lesser adjustment
shall be carried forward and shall be made at the time of and together with
the next subsequent adjustment which together with any adjustments so
carried forward shall amount to 50.0001 per share' or more. Upon each
adjustment of the Series A Conversion Price, the Series A Preferred Stock
shall thereafter be convertible, at the Series A Conversion Price resulting
from such adjustment, into the number of shares of Class A Common Stock
obtained by multiplying the Series A Conversion Price in effect immediately
prior to such adjustment by the number of shares of Class A Common Stock
into which the Series A Preferred Stock was convertible pursuant hereto
immediately prior to such adjustment and dividing the product thereof by
the Series A Conversion Price resulting from such adjustment.
(vi) Adjustment of Series C Conversion Price Upon Issuance of
Additional Shares of Common Stock. In the event the corporation, at any
time on or prior to the first anniversary of the Series C Original Issue
Date shall issue Additional Shares of Common Stock (including Additional

Shares of Common Stock deemed to be issued pursuant to paragraph 5D(iv))
without consideration or for a consideration per share less than the Series
C Conversion Price in effect on the date of and immediately prior to such
issue, then and in such event, such Series C Conversion Price shall be
reduced, concurrently with such issue, to a price equal to the
consideration per share, if any, received by the corporation for the
issuance of such Additional Shares of Common Stock. In the event the
corporation, at any time after the first anniversary of the Series C
Original Issue Date shall issue Additional Shares of Common Stock
(including Additional Shares of Common Stock deemed to be issued pursuant
to paragraph 5D(iv)) without consideration or for a consideration per share
less than the Series C Conversion Price in effect on the date of and
immediately prior to such issue, then and in such event, such Series C
Conversion Price shall be reduced, concurrently with such issue, to the
price (calculated to the nearest $0.0001) obtained by multiplying the
Series C Conversion Price in effect immediately prior to the time of such
issue or sale by a fraction, the numerator of which shall be the sum of (i)
the number of shares of Common Stock outstanding (or deemed to be
outstanding hereunder) immediately prior to such issue or sale multiplied
by the Series C Conversion Price immediately prior to such issue or sale
plus (ii) the consideration received (or deemed to be received hereunder)
by the corporation upon such issue or sale, and' the denominator of which
shall be the product of (iii)
the total number of shares of Common Stock outstanding (or deemed to be
outstanding hereunder) immediately after such issue or sale, multiplied by
(iv) the Series C Conversion Price immediately prior to such issue or sale.
Notwithstanding the foregoing, no adjustment of the Series C Conversion
Price shall be made in an amount less than 50.0001 per share, but any such
lesser adjustment shall be carried forward and shall be made at the time of
and together with the next subsequent adjustment which together with any
adjustments so carried forward shall amount to 50.0001 per share or more.
Upon each adjustment of the Series C Conversion Price, the Series C
Preferred Stock shall thereafter be convertible, at the Series C Conversion
Price resulting from such adjustment, into the number of shares of Class A
Common Stock obtained by multiplying the Series C Conversion Price in
effect immediately prior to such adjustment by the number of shares of
Class A Common Stock into which the Series C Preferred Stock was
convertible pursuant hereto immediately prior to such adjustment and
dividing the product thereof by the Series C Conversion Price resulting
from such adjustment.
(vii) Determination of Consideration. For purposes of this paragraph
5D, the consideration received by the corporation for the issuance of any
Additional Shares of Common Stock shall be computed as follows:
(a) Cash and Property. Such consideration shall:
(1) insofar as it consists of cash, be computed at the
aggregate amount of cash received by the corporation excluding
amounts paid or payable for accrued interest or accrued dividends
after deducting all commissions and expenses paid and concessions
and discounts allowed to underwriters, dealers or others
performing similar services in connection with such issue;
(2) insofar as it consists of property other than cash, be
computed at the fair value thereof at the time of such issue, as
determined in good faith by the Board of Directors; and
(3) in the event Additional Shares of Common Stock are
issued together with other shares or securities or other assets
of the corporation for consideration that covers both, be the
proportion of such consideration so received, computed as
provided in clauses (1) and (2) above, as determined in good
faith by the Board of Directors.
(b) Options and Convertible Securities. The consideration per
share received by the corporation for Additional Shares of Common
Stock deemed to have been issued pursuant to paragraph 5D(iv),
relating to Options and Convertible Securities, shall be determined by
dividing:
(1) the total amount, if any, received or receivable by the
corporation as consideration for the issue of such Options or
Convertible Securities, plus the minimum aggregate amount of
additional consideration (as set forth in the instruments
relating thereto, without regard to any provision contained
therein designed to protect against dilution) payable to the
corporation upon the exercise of such Options or the conversion
or exchange of such Convertible Securities, or in the case of
Options for Convertible Securities, the exercise of such Option
for Convertible Securities and the conversion or exchange of such
Convertible Securities; by

(2) the maximum number of shares of Common Stock (as set
forth in the instruments relating thereto, without regard to any
provision contained therein designed to protect against dilution)
issuable upon the exercise of such Options or the conversion or
exchange of such Convertible Securities.
5E. Adjustments for Dividends. Combinations or Subdivisions of Common
Stock. In the event that the corporation at any time or from time to time after
the Series C Original Issue Date shall declare or pay any dividend on the Common
Stock payable in Common Stock or in any right to acquire Common Stock, or shall
effect a subdivision of the outstanding shares of Common Stock into a greater
number of shares of Common Stock (by stock split, reclassification or
otherwise), or in the event the outstanding shares of Common Stock shall be
combined or consolidated, by reclassification or otherwise, into a lesser number
of shares of Common Stock, then the Series A Conversion Prices and Series C
Conversion price in effect immediately prior to such event shall, concurrently
with the effectiveness of such event, be proportionately decreased or increased,
as appropriate.
5F. Other Distributions. In the event the corporation shall at any time or
from time to time make or issue, or fix a record date for the determination of
holders of Common Stock entitled to receive a dividend or other distribution
payable in securities of other Persons, evidences of indebtedness issued by the
corporation or any of its Subsidiaries or other Persons, assets (excluding cash
dividends) or Options or rights not referred to in paragraph 5D(iv), then in
each such event provision shall be made so that the holders of Series A
Preferred Stock and Series C Preferred Stock shall receive, upon the conversion
thereof, the securities of the corporation that they would have received had
their stock been converted into Common Stock on the date of such event.
5G. Other Adjustments. In case of any reorganization or any
reclassification of the capital stock of the corporation, any consolidation,
merger or share exchange of the corporation with or into another Person or
Persons (other than a consolidation or merger deemed to be a liquidation,
dissolution or winding up of the corporation as provided in paragraph 2B above),
each share of Series A Preferred Stock and Series C Preferred Stock shall
thereafter be convertible into the number of shares of stock or other securities
or property (including cash) to which a holder of the number of shares of Common
Stock deliverable upon conversion of such share of Series A Preferred Stock or
Series C Preferred Stock would have been entitled upon the record date of (or
date of, if no record date is fixed) such reorganization, reclassification,
consolidation, merger or share exchange; and, in any case appropriate adjustment
(as determined by the Board of Directors) shall be made in the application of
the provisions herein set forth with respect to the rights and interests
thereafter of the holders of Series A Preferred Stock, Series B Preferred Stock
or Series C Preferred Stock to the end that the provisions set forth herein
shall thereafter be applicable, as nearly equivalent as is practicable, in
relation to any shares of stock or the securities or property (including cash)
thereafter deliverable upon the conversion of the shares of Series A Preferred
Stock, Series B Preferred Stock or Series C Preferred Stock.
5H. No Impairment. The corporation will not, by amendment of these Articles
of Incorporation or through any reorganization, transfer of assets,
consolidation, merger, dissolution, issue or sale of securities or any other
voluntary action, avoid or seek to avoid the observance or performance of any of
the terms to be observed or performed hereunder by the corporation but will at
all times in good faith assist in the carrying out of all the provisions of this
part 5 and in the taking of all such action as may be necessary or appropriate
in order to protect the conversion right of the holders of the Series A
Preferred Stock, the Series B Preferred Stock and the Series C Preferred Stock
against impairment.
5I. Certificates as to Adjustments. Upon the occurrence of each adjustment
or readjustment of the Series A Conversion Price or Series C Conversion price
pursuant to this part 5, the corporation at its expense shall promptly compute
such adjustment and prepare and furnish to each holder of Series A Preferred
Stock or Series C Preferred Stock, as the case may be, a certificate setting
forth such adjustment or readjustment and showing in detail the facts upon which
such adjustment or readjustment is based. The corporation shall, upon the
written request at any time of any holder of the Series A Preferred Stock or
Series C Preferred Stock, furnish or cause to be furnished to such holder a like
certificate setting forth (i) such adjustments and readjustments, (ii) the
Series A Conversion Price or Series C Conversion Price, as the case may be, at
the time in effect, and the number of shares of Common Stock and the amount, if
any, of other property which at the time would be received upon the conversion
of the Series A Preferred Stock or Series C Preferred Stock.
5J. Issue Taxes. The corporation shall pay any and all issue and other
taxes that may be payable in respect of any issue or delivery of shares of Class
A Common Stock on conversion of shares of Series A Preferred Stock, Series B
Preferred Stock or Series C Preferred Stock pursuant hereto; provided, however,
that the corporation shall not be obligated to pay any transfer taxes resulting

from any transfer requested by any holder in connection with any such
conversion.
5K. Reservation of Stock Issuable Upon Conversion. The corporation shall at
all times reserve and keep available out of its authorized but unissued shares
of Class A Common Stock, solely for the purpose of effecting the conversion of
the shares of the Series A Preferred Stock, Series B Preferred Stock and Series
C Preferred Stock, such number of its shares of Class A Common Stock as shall
from time to time be sufficient to effect the conversion of all outstanding
shares of the Series A Preferred Stock, Series B Preferred Stock and Series C
Preferred Stock and if at any time the number of authorized but unissued shares
of Class A Common Stock shall not be sufficient to effect the conversion of all
then outstanding shares of the Series A Preferred Stock, Series B Preferred
Stock and Series C Preferred Stock, the corporation will take such corporate
action as in the opinion of its counsel, may be necessary to
increase its authorized but unissued shares of Class A Common Stock to such
number of shares as shall be sufficient for such purpose, including, without
limitation, engaging in best efforts to obtain the requisite shareholder
approval of any necessary amendment to these Articles of Incorporation.
5L. Fractional Shares. No fractional share shall be issued upon the
conversion of any share or shares of Series A Preferred Stock, Series B
Preferred Stock or Series C Preferred Stock. All shares of Class A Common Stock
(including fractions thereof) issuable upon conversion of more than one share of
Series A Preferred Stock, Series B Preferred Stock or Series C Preferred Stock
by a holder thereof shall be aggregated for purposes of determining whether the
conversion would result in the issuance of any fractional share. If, ever such
aggregation, the conversion would result in the issuance of a fraction of a
share of Class A Common Stock, the corporation shall, in lieu of issuing any
fractional share, pay the holder otherwise entitled to such fraction a sum in
cash equal to the fair market value of such fraction on the date of conversion
(as determined in good faith by the Board of Directors of the corporation).
5M. Payment of Accrued Dividends. As soon as possible after shares of
Series A Preferred Stock or Series C Preferred Stock have been converted into
shares of Class A Common Stock, the corporation shall deliver to the holder of
the shares of Series A Preferred Stock or Series C Preferred Stock converted
payment in cash in an amount equal to all accrued and unpaid dividends with
respect to each share of Series A Preferred Stock or Series C Preferred Stock
converted, or if the conversion occurs following an initial public offering of
the corporation's equity securities, and such securities are then listed on a
national securities exchange or the Nasdaq National Market, at the option of the
corporation, a number of shares of Class A Common Stock having a fair market
value on the date of conversion (based upon the average closing sales prices of
the Class A Common Stock for the immediately preceding ten trading days) equal
to the accrued and unpaid dividends on the shares of Series A Preferred Stock or
Series C Preferred Stock converted. Shares of Class A Common Stock issued by the
corporation in payment of accrued and unpaid dividends in lieu of cash shall,
upon issuance, be fully paid and nonassessable shares.
5N. Notices. The corporation shall give each holder of record of Series A
Preferred Stock, Series B Preferred Stock and Series C Preferred Stock written
notice of each proposed underwritten public offering of Class A Common Stock
that could reasonably be anticipated to be a Qualified Public Offering not later
than 20 days prior to the anticipated date of closing of such public offering.
Such notice shall set forth a summary of the proposed terms of such public
offering, including the anticipated initial public offering price (which may be
expressed as a range of anticipated prices) for the Class A Common Stock.
Thereafter, the corporation shall give such holders prompt written notice of any
material changes in the proposed terms of such public offering, including any
change in the anticipated initial public offering price. If the public offering
is a Qualified Public Offering, the corporation shall also give each holder of
record of Series A Preferred Stock, Series B Preferred Stock and Series C
Preferred Stock written notice to such effect, specifying the price at which
shares of Class A Common Stock initially are offered to the public in such
Qualified Public Offering (the "Public Offering Price"), not later than the date
of commencement of such Qualified Public Offering.
Part 6. Registration of Transfers.
The corporation will keep at its principal office a register for the
registration of shares of Series A Preferred Stock, Series B Preferred Stock and
Series C Preferred Stock. Upon the surrender of any certificate representing
shares of Series A Preferred Stock, Series B preferred Stock or Series C
Preferred Stock at such place, the corporation will, at the request of the
record holder of such certificate, execute and deliver (at the corporation's
expense) a new certificate or certificates in exchange therefor representing in
the aggregate the number of shares of Series A Preferred Stock, Series B
Preferred Stock or Series C Preferred Stock represented by the surrendered
certificate. Each such new certificate will be registered in such name and will
represent such number of shares of Series A Preferred Stock, Series B Preferred
Stock or Series C Preferred Stock as is requested by the holder of the

surrendered certificate and will be substantially identical in form to the
surrendered certificate, and dividends will accrue on the shares of Series A
Preferred Stock, Series B Preferred Stock or Serie3 C Preferred Stock
represented by such new certificate from the date to which dividends have been
fully paid on such shares of Series A Preferred Stock, Series B Preferred Stock
or Series C Preferred Stock represented by the surrendered certificate.
Part 7. Replacement.
Upon receipt of evidence reasonably satisfactory to the corporation (an
affidavit of the registered holder will be satisfactory) of the ownership and
the loss, theft, destruction or mutilation of any certificate evidencing shares
of Series A Preferred Stock, Series B Preferred Stock or Series C Preferred
Stock, and in the case of any such loss, theft or destruction, upon receipt of
indemnity reasonably satisfactory to the corporation or, in the case of any
mutilation, upon surrender of such certificate the corporation will (at its
expense) execute and deliver in lieu of such certificate a new certificate of
like kind representing the number of shares of Series A Preferred Stock, Series
B Preferred Stock or Series C Preferred Stock represented by such lost, stolen,
destroyed or mutilated certificate, and dividends will accrue on the shares of
Series A Preferred Stock, Series B Preferred Stock or Series C Preferred Stock
represented by such new certificate from the date to which dividends have been
fully paid on such lost, stolen, destroyed or mutilated certificate.
Part 8. Definitions.
"1994 Stock Plan" means the Incentive Stock Compensation Plan of the
corporation dated October 21, 1994, as amended, which provides for issuance of
up to 1,099,959 shares of Class A Common Stock.
"Approved Plan" means the 1994 Stock Plan and any other written stock
option, stock purchase or similar incentive plan (or options to purchase up to
400,000 shares of Class A Common Stock) approved by the Board of Directors (with
the Purchaser Directors concurring).
"Board of Directors" means the board of directors of the corporation.
"Common Stock" means, collectively, the corporation's Class A Common Stock
and Class B Common Stock, par value 5.01 per share, and any capital stock of any
class of the corporation hereafter authorized that is not limited to a fixed sum
or percentage of par or stated
value in respect to the rights of the holders thereof to participate in
dividends or in the distribution of assets upon any liquidation, dissolution or
winding up of the corporation.
"Credit Agreement" means the Third Amended and Restated Revolving Credit
and Term Loan Agreement dated January 13, 1999 by and between the corporation
and certain lenders, as such agreement may be amended, modified or supplemented
from time to time.
"Note Agreement" means the Senior Subordinated Note and Warrant Purchase
Agreement dated as of May 10, 1996, by and among the Company, Austin Ventures
III and CRL, as supplemented and modified by (i) the Senior Subordinated Note
and Warrant Purchase Agreement dated as of November 22, 1996, and (ii) the
Senior Subordinated Note and Warrant Purchase Agreement dated as of May 19,
1997, as amended by that certain Amendment dated as of March 13, 1998 and that
certain Second Amendment dated as of January 13, 1999, and as such agreement may
be further amended, modified or supplemented from time to time.
"Notes" means the corporation's 12.0% Senior Subordinated Notes issued
pursuant to the Note Agreement.
"Person" means an individual, a partnership, a corporation, an association,
a joint stock company, a trust, a joint venture, an unincorporated organization
and a governmental entity or any department, agency or political subdivision
thereof.
"Purchaser Director" has the meaning set forth in the Shareholders
Agreement.
"Qualified Public Offering" means the sale of the corporation's Class A
Common Stock in a firm commitment, underwritten public offering registered under
the Securities Act (other than a registration relating solely to a transaction
under Rule 145 under the Securities Act (or any successor thereto) or to an
employee benefit plan of the corporation), at a public offering price (prior to
underwriters commissions and expenses) per share of Class A Common Stock
(appropriately adjusted for subdivisions and combinations of shares of Common
Stock and dividends on Class A Common Stock payable in shares of Class A Common
Stock) equal to or exceeding (i) in the case of the Series A Preferred Stock and
the Series B Preferred Stock $3.00 per share and (ii) in the case of the Series
C Preferred Stock $3 4.456763 per share.
"Securities Act" means the Securities Act of 1933, as amended.

"Series B Purchase Agreement" means the Series B Preferred Stock and
Warrant Purchase Agreement, dated as of May 19, 1997, by and among the
corporation and certain investors, as such agreement may from time to time be
amended modified or supplemented in accordance with its terms.
"Series C Original Issue Date" means March, 1999.
"Series C Purchase Agreement" means the Series C Preferred Stock Purchase
Agreement, dated as of February 22, 1999, by and among the corporation and
certain investors, as such agreement may from time to time be amended in
accordance with its terms.
"Shareholders Agreement" means the Second Amended and Restated Shareholders
Agreement dated as of March
, 1999, among the corporation and certain
-investors, as such agreement may from time to time be amended, modified or
supplemented in accordance with its terms.
"Subsidiary" means any corporation more than 50% of the outstanding voting
securities are owned by the corporation or any Subsidiary, directly or
indirectly, or a partnership or limited liability company in which the
corporation or any Subsidiary is a general partner or manager or holds interests
entitling it to receive more than 50% of the profits or losses of the
partnership or limited liability company.
"Warrants" means, collectively, (i) the Preferred Warrants, (ii) the
Mezzanine Warrants and (iii) the Heller Warrant, as those terms are defined in
the Series C Purchase Agreement.
"Warrant Agreement" means the Warrant Agreement dated November 10, 1994, by
and between the corporation and Heller Financial, Inc., a Delaware corporation,
as such agreement may from time to time be amended, modified or supplemented in
accordance with its terms.
"Warrant Shares" means, collectively, the shares of Common Stock issued or
issuable upon the exercise of the Warrants issued by the corporation pursuant to
the Warrant Agreement, the Note Agreement and the Series B Purchase Agreement.
Part 9. Amendment and Waiver.
No amendment, modification or waiver of this Article Four of these Articles
of Incorporation will be binding or effective with respect to any provision of
these terms without the prior written consent of the holders of at least 66-2/3%
of the outstanding shares of Series A Preferred Stock, Series B Preferred Stock
and Series C Preferred Stock, each voting as a single and separate class or
series. No change in the terms hereof may be accomplished by merger or
consolidation of the corporation with another corporation unless the corporation
has obtained the prior written consent of the holders of the applicable
percentage of the shares of Series A Preferred Stock, Series B Preferred Stock
and Series C Preferred Stock then outstanding.
Part 10. Notices.
(i) Except as otherwise expressly provided, all notices referred to
herein will be in writing and will be delivered by registered or certified
mail, return receipt requested, postage prepaid and will be deemed to have
been given when so mailed (i) to the corporation, at its principal
executive offices and (ii) to any shareholder, at such holder's address as
it appears in the stock records of the corporation (unless otherwise
indicated by any such holder).
(ii) In the event of any taking by the corporation of a record of the
holders of any class of securities for the purpose of determining the
holders thereof who are entitled to receive any dividend (other than a cash
dividend) or other distribution, any security or right convertible into or
entitling the holder thereof to receive Additional Shares of Common Stock,
or any right to subscribe for, purchase or otherwise acquire any shares of
stock of any class or any other
securities or property, or to receive any other right, the corporation
shall mail to each holder of Series A Preferred Stock, Series B Preferred
Stock or Series C Preferred Stock at least 20 days prior to the date
specified therein, a notice specifying the date on which any such record is
to be taken, and the amount and character of such dividend, distribution,
security or right.
Class A Common Stock and Class B Common Stock
Part 11. Rights of Common Stock.
11A. Except as otherwise provided herein, all shares of Class A Common
Stock and Class B Common Stock will be identical and will entitle the holders

thereof to the same rights and privileges.
Part 12. Conversion of Class B Common Stock.
12A. At any time and from time to time, each holder of Class B Common Stock
will be entitled to convert any and all of the shares o~ such holder's Class B
Common Stock into the same number of shares of Class A Common Stock at such
holder's election; provided, that each holder of Class B Common Stock shall only
be entitled to convert any share or shares of Class B Common Stock to the extent
that after giving effect to such conversion such holder or its affiliates shall
not directly or indirectly own, control or have power to vote a greater quantity
of securities of any kind issued by the corporation than such holder and its
affiliates are permitted to own, control or have power to vote under any law or
under any regulation, rule or other requirement of any governmental authority at
any time applicable to such holder and its affiliates.
12B. Each conversion of shares of Class B Common Stock into shares of Class
A Common Stock will be effected by the surrender of the certificate or
certificates representing the shares to be converted at the principal office of
the corporation (or such other office or agency of the corporation as the
corporation may designate by notice in writing to the holder or holders of the
Class B Common Stock) at any time during normal business hours, together with a
written notice by the holder of such Class B Common Stock stating that such
holder desires to convert the shares, or a stated number of the shares, of Class
B Common Stock represented by such certificate or certificates into Class A
Common Stock and a written undertaking that upon such conversion such holder and
its affiliates will not directly or indirectly own, control or have the power to
vote a greater quantity of securities of any kind issued by the corporation than
such holders and its affiliates are permitted to own, control or have the power
to vote under any applicable law, regulation, rule or other governmental
requirement (and such statement will obligate the corporation to issue such
Class A Common Stock). Such conversion will be deemed to have been effected as
of the close of business on the date on which such certificate or certificates
have been surrendered and such notice has been received, and at such time the
rights of the holder of the converted Class B Common Stock as such holder will
cease and the Person or Persons in whose name or names the certificate or
certificates for shares of Class A Common Stock are to be issued upon such
conversion will be deemed to have become the holder or holders of record of the
shares of Class A Common Stock represented thereby.
12C. Promptly after such surrender and the receipt of such written notice,
the corporation will issue and deliver in accordance with the surrendering
holder's instructions (i) the certificate or certificates for the Class A Common
Stock issuable upon such conversion and (ii) a certificate representing any
Class B Common Stock which was represented by the certificate or certificates
delivered to the corporation in connection with such conversion but which was
not converted.
12D. If the corporation in any manner subdivides or combines the
outstanding shares of one class of either Class A Common Stock or Class B Common
Stock, the outstanding shares of the other class will be proportionately
subdivided or combined.
12E. In the case of, and as a condition to, any capital reorganization of,
or any reclassification of the capital stock of, the corporation (other than a
subdivision or combination of shares of Class A Common Stock or Class B Common
Stock into a greater or lesser number of shares (whether with or without par
value) or a change in the par value of Class A Common Stock or Class B Common
Stock or from par value to no par value, or from no par value to par value) or
in the case of, and as condition to, the consolidation or merger of the
corporation with or into another corporation (other than a merger in which the
corporation is the continuing corporation and which does not result in any
reclassification of outstanding shares of Class A Common Stock or Class B Common
Stock), each share of Class B Common Stock shall be convertible into the number
of shares of stock or other securities or property receivable upon such
reorganization, reclassification, consolidation or merger by a holder of the
number of shares of Class A Common Stock of the corporation into which such
share of Class B Common Stock was convertible immediately prior to such
reorganization, reclassification, consolidation or merger; and, in any such
case, appropriate adjustment shall be made in the application of the provisions
set forth in this paragraph I 2E with respect to the rights and interests
thereafter of the holders of Class B Common stock to the end that the provisions
set forth in this paragraph 1 2E (including provisions with respect to the
conversion rate) shall thereafter be applicable, as nearly as they reasonably
may be, in relation to any shares of stock or other securities or property
thereafter deliverable upon the conversion of the shares of Class B Common
Stock.
12F. Shares of Class B Common Stock which are converted into shares of
Class A Common Stock as provided herein shall not be reissued.
12G. The corporation will at all times reserve and keep available out of
its authorized but unissued shares of Class A Common Stock or its treasury
shares, solely for the purpose of issue upon the conversion of the Class B

Common Stock as provided in this part 12, such number of shares of (T~ass ~
Common Stock as shall then be issuable upon the conversion of all then
outstanding shares of Class B Common Stock (assuming that all such shares of
Class B Common Stock are held by Persons entitled to convert such shares into
Class A Common Stock).
12H. The issuance of certificates for Class A Common Stock upon the
conversion of Class B Common Stock will be made without charge to the holders of
such shares for any issuance tax in respect thereof or other cost incurred by
the corporation in connection with such conversion and the related issuance of
Class A Common Stock. The corporation will not close its books against the
transfer of Class B Common Stock or of Class A Common Stock issued or
issuable upon the conversion of Class B Common Stock in any manner which would
interfere with the timely conversion of Class B Common Stock."
ARTICLE THREE
Such amendment has been effected in conformity with the provisions of the
Act and the amendment made by the articles of amendment was duly adopted by the
shareholders of the corporation as of February 22, 1999.
ARTICLE FOUR
The number of shares of the Corporation outstanding was 1,708,141 shares of
Class A Common Stock, 4,000,000 shares of Series A Preferred Stock and 5,000,000
Series B Preferred Stock, all of which were entitled to vote on such amendment.
Shareholders representing in excess of two-thirds of the outstanding shares of
each class of capital stock have signed a written consent to the adoption of
such amendment pursuant to Article 9.10 of the Act and any written notice
required by Article 9.10 of the Act has been given.
ARTICLE FIVE
Upon the adoption of the foregoing amendment by the shareholders of the
corporation and due execution and filing of these Articles of Amendment with the
Secretary of State of the State of Texas, (i) the 4,000,000 shares of the
corporation's Class A Preferred Stock, $0.01 par value per share, that are
outstanding as of the effective date of such amendment, shall be automatically
redesignated as, and deemed for all purposes to be, 4,000,000 shares of the
corporation's Series A Preferred Stock, $0.01 par value per share and (ii) the
5,000,000 shares of the corporation's Series B-I of Class B Preferred Stock,
$0.01 par value per share, that are outstanding as of the effective date of such
amendment, shall be automatically redesignated as, and deemed for all purposes
to be, 5,000,000 shares of the corporation's Series B Preferred Stock, $0.01 par
value per share. The foregoing amendment shall not effect any other exchange,
reclassification or cancellation of issued shares of the corporation. The
redesignation of all shares of Class A Preferred Stock and Series B-I of Class B
Preferred Stock outstanding immediately prior to the redesignation shall occur
automatically without any further action on the part of the holder of such
shares and whether or not certificates representing such shares are surrendered
to the corporation. Written notice of such redesignation shall be given by the
secretary of the corporation, in person or at their latest addresses reflected
on the records of the corporation, together with notice of the procedures
specified by law for exchange or replacement of the certificates representing
the corporation's converted Class A Preferred Stock and Series B1 of Class B
Preferred Stock.
The foregoing amendment does not effect a change in the amount of stated
capital of the corporation.
Dated this

day of March, 1999.
---MONITRONICS INTERNATIONAL, INC.

By:
--------------------------------James R. Hull, President
EXHIBIT C
REPURCHASE OF CERTAIN OUTSTANDING SHARES
OF CLASS A COMMON STOCK
NO. OF
PRICE PER
PURCHASE
SHAREHOLDER
SHARES
SHARE
PRICE
- -----------------------------------------------------Hull Family Limited Partnership
298,246
19.689579
$5,872,338
Robert N. Sherman
34,861
19.689579
696,398

Michael R. Meyers
Michael D. Gregory
Stephen M. Hedrick
Ricky L. Hudson
Dean Williams

28,851
11,000
5,500
3,997
1,920
------384,375

19.689579
19.689579
19.689579
19.689579
19.689579

568,064
216,585
108,293
78,699
37,804
---------$7,568,181

EXHIBIT D
SCHEDULE OF EXCEPTIONS
SECTION 3B AND 3D (SEE NOTE BELOW)
1. Authorized and outstanding capital stock of the Company as of the
Closing Date:
Class of Stock
- ------------------------

Number of Shares
Number of Shares
Authorized
Outstanding
-------------------------------

Class A Common Stock

15,000,000

1,328,184

Class B Common Stock

700,000

-0-

Series A Preferred Stock

4,000,000

4,000,000

Series B Preferred Stock

5,000,000

5,000,000

Series C Preferred Stock

1,409,375

1,409,375

2. Record holders of outstanding capital stock as of Closing Date:
(a) Austin Ventures III-A, L.P. - 2,168,400 shares of Series A
Preferred Stock
(b) Austin Ventures III-B, L.P. - 1,831,600 shares of Series A
Preferred Stock
(c) Other Stockholders - 1,328,184 shares of Class A Common Stock
(d) Austin Ventures V, L.P. - 3,809,524 shares of Series B Preferred
Stock
(e) Austin Ventures V Affiliates Fund, L.P. -

shares of
---------

Series B Preferred Stock
(f) Capital Resource Lenders II, L.P. - 1,000,000 shares of Series B
Preferred Stock
(g) Windward Capital - 1,333,193 shares of Series C Preferred Stock
(h) Capital Resource Lenders II, L.P. - 76,182 shares of Series C
Preferred Stock
NOTE: This schedule reflects the capital structure subsequent to the issuance of
the Series C Preferred Stock and the buyback and retirement of certain Class A
Common Stock following the exercise of certain options held by management of the
Company.
3. Heller Financial presently holds warrants which entitle them to 367,238
shares of Series B Common Stock.
4. Employees presently hold options which entitle them to receive 76,246
Class A Common Stock on a fully vested basis.
5. Capital Resource Lenders II, L.P., Austin Ventures III-A, L.P., Austin
Ventures III-B, L.P., Austin Ventures V, L.P. and Austin Ventures V Affiliates
Fund, L.P. hold Warrants entitling them to Class A Common Stock representing
715,377, 25,326, 21,394, 732,724 and 36,636 shares, respectively.
6. Preemptive rights are granted by the Company to the holders of Series A
Preferred Stock under the Stock Purchase Agreement with Austin Ventures III-A,
L.P. and Austin Ventures III-B, L.P., and to Hull Family Limited Partnership
under an Amended and Restated Co-Sale Agreement dated May 10, 1996, as
subsequently amended, between the Company, the holders of Series A Preferred
Stock and Series B Preferred Stock, and Hull Family Limited Partnership.
Preemptive rights are also granted to the Series B Preferred Stockholders under
the Series B Preferred Stock and Warrant Purchase Agreement and to Capital
Resource Lenders II, L.P., Austin Ventures III-A, L.P. and Austin Ventures
III-B, L.P. under all three of the Senior Subordinated Note and Warrant Purchase
Agreements.

7. Under the Company's Articles of Incorporation, as amended, Series A
Preferred Stock is convertible into Class A Common stock and has anti-dilution
rights; and nonvoting Class B Common stock is convertible into voting Class A
Common Stock. Series B Preferred Stock is convertible into Class A Common Stock
upon the closing of a "Qualified Public Offering".
8. Series A Preferred Stock may receive stock dividends in lieu of cash
dividends.
9. The Amended Articles of Incorporation will include provisions regarding
payment of dividends and redemption of the Series A, B and C Preferred Stock.
CAPITAL STURCTURE
SECTION 3D
Monitronics International, Inc.
Detail of Capital Structure
As of February 21, 1998
<TABLE>
<CAPTION>
- -------------------------------------------------------------------------------------------------Total # of
Total # of
Class A
Fully
Common
Diluted
Fully
Shares
Non-Fully
Shares/
Diluted
(Non-Fully
Diluted
Options/
Ownership
Diluted
Ownership
Warranties
Percentage
Basis)
Percentage
- -------------------------------------------------------------------------------------------------<S>
<C>
<C>
<C>
<C>
Preferred Stock
- -------------------------------------------------------------------------------------------------- -------------------------------------------------------------------------------------------------Preferred A
- -------------------------------------------------------------------------------------------------Austin Ventures III-A, L.P.
2,168,400
24,888%
- -------------------------------------------------------------------------------------------------Austin Ventures III-B, L.P.
1,831,600
21,923%
- -------------------------------------------------------------------------------------------------- -------------------------------------------------------------------------------------------------Preferred C
- -------------------------------------------------------------------------------------------------Windward Capital
1,333,193
15,302%
- -------------------------------------------------------------------------------------------------Capital Resources Lenders II, L.P.
76,182
0.875%
- -------------------------------------------------------------------------------------------------- -------------------------------------------------------------------------------------------------Preferred B
- -------------------------------------------------------------------------------------------------Austin Ventures V, L.P.
0
0.000%
- -------------------------------------------------------------------------------------------------Austin Ventures V Affiliates Fund, L.P.
0
0.000%
- -------------------------------------------------------------------------------------------------Capital Resource Lenders II, L.P.
0
0.000%
- -------------------------------------------------------------------------------------------------- -------------------------------------------------------------------------------------------------Class A Common Stock
- -------------------------------------------------------------------------------------------------Borthel Fisher & Company Leasing, Inc.
3,996
0.048%
3,995
0.30%
- -------------------------------------------------------------------------------------------------Florida Capital Ventures, Ltd.
104,404
1.198%
104,404
7.40%
- -------------------------------------------------------------------------------------------------James H. Malone
64
0.001%
64
0.00%
- -------------------------------------------------------------------------------------------------Iowa Ventures Capital Fund, L.P.
24,456
0,251%
24,458
1.84%
- -------------------------------------------------------------------------------------------------Larry Ohms
2,759
0.032%
2,759
0.21%
- -------------------------------------------------------------------------------------------------MorAmerica Capital Corporation
73,214
0.840%
73,214
5.51%
- -------------------------------------------------------------------------------------------------Steve Patterson
855
0.007%
653
0.05%
- -------------------------------------------------------------------------------------------------Walter Rudan
5,187
0.060%
5,187
0.59%
- -------------------------------------------------------------------------------------------------JRD Investments Ltd.
22,241
0.382%
33,241
2.50%
- -------------------------------------------------------------------------------------------------LoJuena Davis
400
0.005%
400
0.03%
- -------------------------------------------------------------------------------------------------248,374
2.851%
248,374

- -------------------------------------------------------------------------------------------------- -------------------------------------------------------------------------------------------------Hull Family Limited Partnership
644,220
7.394%
644,220
48.50%
- -------------------------------------------------------------------------------------------------Rick Hudson
0
0.000%
0
0.00%
- -------------------------------------------------------------------------------------------------Robert Sherman
197,543
2.287%
197,545
14.87%
- -------------------------------------------------------------------------------------------------Mike Gregory
98,996
1.134%
98,998
7.45%
- -------------------------------------------------------------------------------------------------Steve Hedrick
49,498
0.568%
49,498
3.73%
- -------------------------------------------------------------------------------------------------Miko Meyers
80,555
0.993%
86,553
6.52%
- -------------------------------------------------------------------------------------------------Michael Page
3,000
0.034%
5,000
0.23%
- -------------------------------------------------------------------------------------------------1,079,810
12.394%
1,079,810
- -------------------------------------------------------------------------------------------------1,328,154
100.00%
- -------------------------------------------------------------------------------------------------Option shares held by Management
- -------------------------------------------------------------------------------------------------- -------------------------------------------------------------------------------------------------Rick Hudson
35,970
0.413%
- -------------------------------------------------------------------------------------------------Dean Williams
17,276
0.198%
- -------------------------------------------------------------------------------------------------Other Management
23,000
0.284%
- -------------------------------------------------------------------------------------------------Total
76,245
0.675%
- -------------------------------------------------------------------------------------------------- -------------------------------------------------------------------------------------------------- -------------------------------------------------------------------------------------------------Warrant Shares
- -------------------------------------------------------------------------------------------------- -------------------------------------------------------------------------------------------------Class A Common Warrant Shares
- -------------------------------------------------------------------------------------------------Austin Ventures III-A, L.P. (issued
with Su
25,326
0.291%
- -------------------------------------------------------------------------------------------------Austin Ventures III-B, L.P. (issued
with Su
21,394
0.248%
- -------------------------------------------------------------------------------------------------Austin Ventures V, L.P. (Preferred B
Share
732,724
8.410%
- -------------------------------------------------------------------------------------------------Austin Ventures V Affiliates Fund, L.P.
(Pre
26,636
0.420%
- -------------------------------------------------------------------------------------------------</TABLE>
<TABLE>
<S>
<C>
<C>
<C>
<C>
- -------------------------------------------------------------------------------------------------Capital Resources Lenders II, LP (Sub Do
523,057
6.003%
- -------------------------------------------------------------------------------------------------Capital Resources Lenders II, L.P.
192,340
2.208%
(Pref. B
- -------------------------------------------------------------------------------------------------- -------------------------------------------------------------------------------------------------Class B Common Warrant Shares
- -------------------------------------------------------------------------------------------------Heller Financial
367,238
4.218%
- -------------------------------------------------------------------------------------------------5,712,500
100.000%
- -------------------------------------------------------------------------------------------------- -------------------------------------------------------------------------------------------------- -------------------------------------------------------------------------------------------------- -------------------------------------------------------------------------------------------------</TABLE>
Section 3J

None
Section 3L
SECURITY INTERESTS
.

Monitronics has a Security Agreement with State Street Bank and Trust
Company entitling State Street to a security interest in various
assets and documents.

.

Great America Leasing Corporation has a security interest in 961
Companion Terminals.

.

MRP/VV, L.P. has a landlord lien for the Corporate headquarters
located at 12801 N. Stemmons Freeway, Suite 821, Dallas, TX 75234.

.

MRP/VV, L.P. has a landlord lien for adjoining space sub-leased for
Corporate headquarters, located at 12801 N. Stemmons Freeway, Suite
821, Dallas, TX 75234.

.

Valley View Tech, Inc. has a landlord lien for the Corporate Training
Center and warehouse located at 2300 Valley View, Suite 320, Farmers
Branch, TX 75234.

.

Pitney Bowes Credit Corporation has an equipment lien on a postage
machine.

SECTION 3M
Service Mark - Monitronics (name and logo - U.S.)
Service Mark - Monitronics (name and logo - Canada)
Service Mark - "Monitest"
Service Mark - "Stationlink"
Service Mark - "Moninet"
Common Law Trademark - The Companion Terminal
All licenses and service marks being assigned to or acquired by Monitronics
pursuant to the DMAC Acquisition.
SECTION 3N
February 22, 1999
Monitronics International, Inc.
Insurance Policies in Force
A.

Millhiser Smith Agency, Inc.
3100 Oakland Road N.E.
Cedar Rapids, IA 52402
1)

2)

3)

4)

Scottsdale Insurance Company - Policy # CCS317554
Commercial General Liability
Policy Period: 8/31/98 - 8/31/99
General Aggregate Limit
(Other Than Products/Completed Operations
Products/Completed Operations
Personal and Advertising Injury Limit
Each Occurrence Limit
Non Owned Auto
St. Paul Fire & Marine Ins. Co. - Policy #CK01401802
Business Personal Property Coverage ($250 deductible)
Policy Period: 1/1/99 - 1/1/00
Electronic Data Processing ($500 Deductible)
Equipment
Software
Business Interruption
Breakdown Coverage ($1,000 Deductible)
Office Personal Property ($250 Deductible)
(80% Coinsurance Applies to EDP and Personal Property)
Scottsdale Insurance Company - Policy #XXL0002289
Excess Commercial General Liability
Policy Period: 8/31/98 - 8/31/99
Each Occurrence
Annual Aggregate Where Applicable
Fidelity & Deposit - Policy #CCP0033856
Employee Dishonesty ($250 Deductible)

$2,000,000
1,000,000
1,000,000
1,000,000
1,000,000

$

525,000
3,000
600,000
525,000
225,000

$5,000,000

$

10,000

Policy Period: 5/6/98 - 5/6/99
B.

The Midland Life Insurance Company
250 East Broad Street
Columbus, OH 43215
1)

Term Life Insurance Policy on James R. Hull with $2,000,000 face
value. State Street Bank and Trust Company is listed as Loss Payee.

2)

Term Life Insurance Policy on James R. Hull with $2,000,000 face
value. Monitronics is listed as beneficiary.

SECTION 3O
.

Dice Corporation - License Agreement and Software Maintenance/Update
Agreement

.

AV Alarm, Inc. Contracts
1)
2)
3)
4)
5)
6)
7)
8)
9)
10)
11)
12)
13)
14)
15)
16)
17)
18)
19)

Warrant Purchase Agreement
Warrants
Take-Along/Drag-Along Rights Agreement
Landlord's Consent Certificate
Memorandum of Lease
Assignment, Assumption and Consent Agreement
Leasehold Deed of Trust - 12801 Stemmons Freeway
Copy of Lease - 12801 Stemmons Freeway
Waiver of Pre-Emptive Rights
Copy of Berthel Fisher Loan documents
Copy of Software Services Agreement
Asset Purchase Agreement dated 10/21/94 among My Alarm, Inc. and
AV Alarm, Inc. (excluding exhibits)
Stock Purchase Agreement dated 10/21/94 among AV Alarm Inc. and
Austin Ventures, III - A L.P. and Austin Ventures, III -B L.P.
(excluding exhibits)
Amended and Restated Shareholders Agreement
Amended and Restated Co-Sale Agreements
Amended and Restated Registration Agreement
Amended and Restated Affiliate Registration Agreement
Proprietary Information Agreements
a)
Hull
b)
Sherman
1994 Stock Option Plan

.

Major Medical Policy

.

Dental Plan

.

Cafeteria Plan

.

Occupational Injury Benefit Plan

.

Life/AD&D Policy

.

Short-Term/Long-Term Disability

.

Insurance Policies
.
.

General Liability
Business Personal Property

.
.
.
.

Excess Commercial General Liability
Business Interruption
Employee Dishonesty
Life Insurance Policy on James R. Hull - State Street as Loss
Payee
Life Insurance Policy on James R. Hull - Company as Beneficiary

.
.

AT&T Product Agreement and Software Right-to-Use

.

Service Mark - "Monitronics" (both Name and Logo)

.

Service Mark - "Monitest"

.

Service Mark - "Stationlink"

.

Service mark - "Moninet"

.

Third Amended and Restated Revolving Credit and Term Loan Agreement
dated January 13, 1999 and related documents.

.

$5 Million Series B Preferred Stock and Warrant Purchase Agreement
dated May 19, 1997 and related documents.

.

$12 Million Senior Subordinated Note and Warrant Financing Agreement
and related documents dated May 10, 1996 for $7 million, November 22,
1996 for $3 million and May 19, 1997 for $2 million and related
documents.

.

Real Estate Leased:

.

.

MRP/VV, L.P. is a landlord for the Corporate headquarters located
at 12801 N. Stemmons Freeway, Suite 821, Dallas, TX 75234.

.

MRP/VV, L.P is a landlord for adjoining space sub-leased for
Corporate headquarters located at 12801 N. Stemmons Freeway,
Suite 821, Dallas, TX 75234.

.

Valley View Tech, Inc. is a landlord for the Corporate Training
Center and warehouse located at 2300 Valley View, Suite 230,
Farmers Branch, TX 75234.

Employment Agreements:
.

James R. Hull

.

Robert N. Sherman

.

Michael D. Gregory

.

AT&T Long Distance Agreement

.

Lockbox Agreement - Chase-Texas

.

Global Cash Management Agreement

.

Interest Rate Protection Agreements Dated 9/24/97 and 2/27/98 and
1/6/99

.

Standard Form of Alarm Monitoring Purchase Agreement

.

National Data Payment Systems, Inc. (credit card agreement)

SECTION 3Q
The Company entered into the Third Amended and Restated Revolving Credit
and Term Loan Agreement on January 13, 1999.
Since December 31, 1998, the Company has made numerous borrowings in the
ordinary course of business under the Second Amended and Restated Revolving
Credit and Term Loan Agreement and subsequently under the Third Amended and
Restated Revolving Credit and Term Loan Agreement.
While the Company has not experienced any material damage, destruction, or
loss to its property it has experienced normal wear and tear and minor
damages to its property in the ordinary course of business.
EXHIBIT E
OPINION OF GLAST, PHILLIPS & MURRAY, P.C.
See attached.
EXHIBIT F
SECOND AMENDED AND RESTATED SHAREHOLDERS AGREEMENT
See attached.
SECOND AMENDED AND RESTATED
SHAREHOLDERS AGREEMENT
This Second Amended and Restated Shareholders Agreement ("Agreement") is
entered into as of March , 1999 by and among Monitronics International, Inc., a
Texas corporation (the "Company"), the holders of Preferred Stock listed on the
Schedule of Preferred Holders attached hereto (the "Preferred Holders"), the
holders of Common Stock Purchase Warrants (the "Warrants") listed on the
Schedule of Warrant Holders attached hereto (the "Warrant Holders," and
collectively with the Preferred Holders, the "Purchasers"), the beneficial
holders of Common Stock of the Company listed on the signature pages below and
such other parties as may from time to time and with the consent of the Company
become parties hereto (the "Common Shareholders," and collectively with the
Purchasers, the "Shareholders").

Recitals:
The Company and certain of. the Preferred Holders are parties to a Stock
Purchase Agreement, dated as of October 21, 1994, as amended to date, providing,
among other things, for the purchase by such Preferred Holders of 4,000,000
shares of Series A Preferred Stock of the Company.
The Company and certain of the Warrant Holders are parties to a Senior
Subordinated Note and Warrant Purchase Agreement, dated as of May 10, 1996, as
supplemented and modified by the Senior Subordinated Note and Warrant Purchase
Agreement, dated as of November 22, 1996, and the Senior Subordinated Note and
Warrant Purchase Agreement, dated as of May 19, 1997, and as otherwise amended
to date, providing, among other things, for the purchase by such Warrant Holders
of Warrants to acquire up to 569,757 shares (subject to adjustment as provided
in such Warrants) of Class A Common Stock of the Company (the "Mezzanine Warrant
Shares").
The Company, the Preferred Holders who executed the Series A Purchase
Agreement, the Warrant Holders who executed the Note Agreement and the Common
Shareholders named therein are parties to an Amended and Restated Shareholders
Agreement dated as of May 10, 1996, as amended by an Amendment Agreement dated
as of November 22, 1996, a Second Amendment Agreement dated as of May 19, 1997,
a Transfer, Assignment and Assumption Agreement and Third Amendment Agreement
dated as of January 1, 1998, a Transfer, Assignment and Assumption Agreement and
Fourth Amendment Agreement dated as of July 22, 1998, and an Amendment to
Amended and Restated Shareholders Agreement dated as of February 15, 1999 (as so
amended, the "Prior Shareholders Agreement").
The Company and certain of the Preferred Holders are parties to a Series B
Preferred Stock Purchase Agreement, dated as of May 19, 1997, as amended to
date, providing, among other things, for the purchase by such Preferred Holders
of 5,000,000 shares of Series B Preferred Stock and Warrants to acquire up to
961,700 shares (subject to adjustment as provided in such Warrants) of Class A
Common Stock of the Company (the "Preferred Warrant Shares," and collectively
with the Mezzanine Warrants Shares, the "Warrant Shares").
The Company and certain of the Preferred Holders have entered into a Series
C Preferred Stock Purchase Agreement, dated as of February 22, 1999 (the "Series
C Purchase Agreement"), providing, among other things, for the purchase by
certain Preferred Holders of 1,409,375 shares of Series C Preferred Stock of the
Company. Terms defined in the Series C Purchase Agreement or in the Articles of
Incorporation of the Company, as amended (the "Articles of Incorporation"), and
not otherwise defined herein are used herein with the same meanings as defined
in the Series C Purchase Agreement or in the Articles of Incorporation, as
applicable.
The parties hereto desire to amend and restate the Prior Shareholders
Agreement in its entirety in order to facilitate the transactions contemplated
by the Series C Purchase Agreement.
The parties agree that the Prior Shareholders Agreement shall be amended
and restated in its entirety by this Agreement, and the parties further agree as
follows:
1. Voting Provisions.
1A. Composition of Board of Directors. The Shareholders agree that in any
election of directors of the Company, they shall vote or act by written consent,
as the case may be, all shares of capital stock of the Company now or hereafter
owned or controlled by them, including all shares that they are entitled to vote
under any voting trust, voting agreement or proxy, to elect a Board of Directors
comprising seven directors designated as follows:
(a)

three directors (each a "Series A Director") shall be designated
by the holders of a majority of the Underlying Common Stock (as
defined in the Series A Purchase Agreement); provided, that
Austin Ventures III will designate two Series A Directors for so
long as Austin Ventures III holds any Underlying Common Stock,
and the remaining Series A Director shall be designated by the
holders of a majority of the Underlying Common Stock;

(b)

one director (the "Series B Director") shall be designated by the
holders of a majority of the Preferred Warrant Shares; provided,
that Austin Ventures V will designate the Series B Director for
so long as Austin Ventures V holds any Preferred Warrants or
Preferred Warrant Shares.

(c)

one director (the "Series C Director," and together with the
Series A Directors and the Series B Director, the "Purchaser
Directors") shall be designated by the holders of a majority of
the Shares; provided, that Windward will designate the Series C
Director for so long as Windward holds any Shares;

(d)

one director shall be James R. Hull ("Hull"), for so long as Hull

is employed by the Company and, thereafter, one director shall be
designated by the President of the Company; and
(e)

one director shall be designated by the holders of the Mezzanine
Warrants (the "Warrant Director"), as provided in Section 7.01(n)
of the Note Agreement.

The initial Series A Directors shall be Blame F. Wesner and Kenneth P.
DeAngelis, with one vacancy, the initial Series B Director shall be vacant, the
initial Series C Director shall be Peter S. Macdonald and the initial Warrant
Director shall be Stephen M. Jenks. The obligation to vote shares in accordance
with this paragraph 1A shall be specifically applicable to and enforceable
against any transferees of the parties hereto.
1B. Compensation Committee. The Board of Directors shall establish and
maintain a compensation committee comprising Blame F. Wesner (or if he is not a
director, a Purchaser Director designated by a majority of the Purchaser
Directors), Hull, one other director who is not an officer or employee of the
Company designated by a majority of the Purchaser Directors and a representative
of the holders of Warrant Holders in accordance with Section 7.0 1(n) of the
Note Agreement. The compensation committee of the Board of Directors will review
and make recommendations to the Board of Directors regarding salaries, bonuses
and other compensation and benefits of officers and key employees of the Company
and its subsidiaries, and will administer the 1994 Stock Plan and any other
stock option, incentive or compensation plans or arrangements.
1C. Vacancies, Removal. In the event of any vacancy in the Board of
Directors, each of the Shareholders agrees to vote all shares of capital stock
owned or controlled by them and to otherwise use their best efforts to fill such
vacancy so that the Board of Directors of the Company will include directors
designated as provided in paragraph 1A. Each of the Shareholders agree to vote
all shares of capital stock owned or controlled by them for the removal of a
director whenever (but only whenever) there shall be presented to the Board of
Directors the written direction that such director be removed, signed by the
party entitled to designate such director pursuant to paragraph 1 A. Each of the
parties agrees to use its best efforts to cause designees to be elected to the
Board of Director as provided in paragraph 1A.
1D. Meetings; Quorum. The Company agrees to hold meetings of the Board of
Directors at least once quarterly commencing in April 1999. The Company will
give each Preferred Holder (so long as such Preferred Holder holds any
Underlying Common Stock or Shares) and each holder of Warrants and Warrant
Shares written notice at least one week (72 hours, in the case of a telephone
meeting) in advance of all meetings of the Board of Directors and all meetings
of committees of the Board of Directors, and will permit such Purchaser, if such
Purchaser has not designated a Purchaser Director, to attend meetings of the
Board of Directors. If the Purchaser Director designated by a Purchaser is not
able to attend a Board of Directors meeting or a meeting of a committee on which
he serves, such Purchaser may designate any one Person to attend as an observer;
provided, however, that Windward may designate one additional Person to attend
as an observer even if the Series C Director is able to attend the meeting. The
Company shall furnish each Purchaser with a copy of the minutes and other
records of all meetings and other actions taken by the Board of Directon; and
its committees and all written material given to directors in connection with
such meeting at the same time such materials and information are given to the
directors. If the Company proposes to take any action by written consent in lieu
of a meeting of its Board of Directors or any committee thereof, the Company
shall give written notice thereof to each such Purchaser prior to the effective
date of such consent describing in reasonable detail the nature and the
substance of such action. The Company will at all times comply with the
provisions of Sections 7.01(f), (1) and (n) of the Note Agreement.
1E. Expenses. The Company shall reimburse all Persons serving as directors
for their actual and reasonable out-of-pocket expenses incurred in attending
meetings of the Board of Directors and all committees thereof and otherwise
incurred in fulfilling their duties as directors. If a Purchaser has not
designated a Purchaser Director or if the Purchaser Director designated by such
Purchaser is unable to attend a meeting of the Board of Directors or a committee
on which he serves, the Company shall reimburse one representative of such
Purchaser for actual and reasonable out-of-pocket expenses incurred in attending
meetings of the Board of Directors and such committees. The Company shall also
reimburse one observer designated by Windward for actual and reasonable
out-of-pocket expenses incurred in attending meetings of the Board of Directors
and such committees thereof, Austin Ventures shall be considered to be one
Purchaser for purposes of this paragraph I E (but not for any other purpose).
The Company will at all times comply with the provisions of Sections 7.01(f),
(1) and (n) of the Note Agreement.
1F. Indemnification Agreements. At the Closing Date under the Series C
Purchase Agreement and on each later date that a Purchaser Director or any other
director is first elected or appointed to the Board of Directors, the Company
shall enter into an indemnification agreement in substantially the form attached
as Exhibit A with each Purchaser Director and each other director of the Company

who is elected or appointed to the Board of Directors on such date.
2. Provisions Relating to Restricted Stock.
2A. General Restrictions on Transfer of Capital Stock: Dividends.
(a) For purposes of this Agreement, "Restricted Stock" is Common Stock
(other than Shares, Underlying Common Stock or Warrant Shares) now owned or
subsequently acquired by any Common Shareholder or a transferee of a Common
Shareholder in a Permitted Transfer (as defined below). During the term of this
Agreement, none of the shares of Restricted Stock may be sold, assigned,
transferred, pledged, encumbered or otherwise disposed of (a "transfer") except
in a Permitted Transfer or a transfer that complies with the provisions of this
Agreement, including paragraph 2B.
(b) Any attempted transfer of shares of Restricted Stock other than in
accordance with this Agreement shall be null and void and the Company shall
refuse to recognize any such transfer and shall not reflect on its records any
change in record ownership of shares of Restricted Stock pursuant to any such
transfer.
(c) The following transfers of Restricted Stock (each a "Permitted
Transfer") may be made free of the restrictions and requirements of paragraph 2B
hereof: (i) an individual holder of Restricted Stock may transfer any or all of
the shares of Restricted Stock owned by him to his spouse or children, or to
trusts established for the benefit of his spouse or children, provided that the
transferee grants to the transferor an irrevocable proxy coupled with an
interest to vote all of the shares of Restricted Stock so transferred and agrees
to be bound by the provisions of this Agreement, including, without limitation,
paragraph 2B; (ii) a partnership, corporation or trust holding Restricted Stock
may transfer any shares of Restricted Stock owned by such holder (I) to its
Affiliates, (2) to its general or limited partners, shareholders or
beneficiaries, or (3) to an entity owned by or organized for the benefit of the
general or limited
partners, shareholders, officers, directors, employees, Affiliates or
beneficiaries of such holder, as applicable, and (iii) a holder of Restricted
Stock may pledge any shares of Restricted Stock owned by such holder to secure
the repayment of any bona fide indebtedness owing by such holder, the Company or
any Subsidiary to a financial institution, provided that such holder retains the
power to vote the shares of Restricted Stock so pledged until such time as the
pledgee shall have realized upon the pledge and that the provisions of this
Agreement, including, without limitation, this part 2 shall be applicable to the
shares of Restricted Stock so pledged. Any Person (other than the Company) who
shall acquire any shares of Restricted Stock in a Permitted Transfer is referred
to in this Agreement as a "Permitted Transferee." Notwithstanding any other
provision of this Agreement, the restrictions and requirements of paragraph 2B
shall not apply to transfers of Restricted Stock pursuant to part 3 hereof.
2B. Right of First Refusal.
(a) Whenever and as often as any holder of Restricted Stock desires to
sell any shares of Common Stock pursuant to a bona fide written offer to
purchase such shares, such holder (for purposes of this paragraph 2B, the
"Selling Holder") shall give written notice (the "Notice") to each holder of
Shares, Underlying Common Stock, Warrants or Warrant Shares, each Common
Shareholder and each Permitted Transferee holding Restricted Stock (each, an
"Offeree") to such effect, enclosing a copy of such offer and specifying the
number of shares of Common Stock that the Selling Holder desires to sell, the
name of the Person or Persons to whom the Selling Holder desires to make such
sale and the consideration per share of Common Stock that has been offered in
connection with such offer. Upon receipt of the Notice, the Company shall have
the right and option to purchase the shares proposed to be sold for cash at the
purchase price per share specified in the Notice, exercisable for 20 days after
receipt of the notice. Failure of the Company to respond to such Notice within
such 20-day period shall be deemed to constitute a notification to the Selling
Holder of the Company's decision not to exercise the right and option to
purchase such shares under this paragraph. If the Company fails to exercise its
first right and option, the Selling Holder shall promptly give written notice to
each of the Offerees. The Offerees, pro rata in accordance with their ownership
of Shares, Underlying Common Stock, Warrants (based on the number of Warrant
Shares for which they are then exercisable), Warrant Shares and shares of Common
Stock, calculated on a fully diluted basis, shall have the right and option to
purchase the remaining shares proposed to be sold for cash at the purchase price
per share specified in the Notice, exercisable for 10 days after the
notification of the expiration of the Company's 20-day option period. Failure of
any Offeree to respond to such Notice within such 10-day period shall be deemed
to constitute a notification to the Selling Holder of such Offeree's decision
not to exercise the right and option to purchase such shares under this
paragraph. If any Offeree fails to exercise its first right and option, the
Selling Holder shall give written notice to each of the other Offerees who has
elected to purchase its pro rata share of the shares proposed to be transferred,
and each such Offeree shall have the right, exercisable for a period of five
days from the date of receipt of such notice, to purchase the remaining shares,

pro rata according to Shares, Underlying Common Stock, Warrants (based on the
number of Warrant Shares for which it is then exercisable), Warrant Shares and
shares of Common Stock held by all such electing Offerees, or in such other
proportions as they may agree upon. In the event such consideration includes
non-cash consideration, the dollar value of such non-cash consideration shall be
its fair market value as determined by the Company and the holders of a majority
of the outstanding Shares, Underlying Common Stock, Warrants (based on
the number of Warrant Shares for which it is then exercisable) and Warrant
Shares ("Fair Market Value"). If such parties are unable to reach an agreement
within 15 days after receipt of the Notice, Fair Market Value will be determined
by an independent appraiser jointly selected by a majority of the Purchaser
Directors and a majority of the remaining directors and the period within which
an Offeree may exercise its right or option under this paragraph shall be
extended until 10 days after such appraisal is completed.
(b) The Company and/or the Offerees may exercise the right and option
provided above by giving written notice of exercise to the Selling Holder within
such 10-day period, specifying the date (not later than five days from the date
of expiration of all applicable first right and options to purchase shares under
this paragraph) upon which payment of the purchase price for the shares
purchased pursuant to this paragraph shall be made. The Selling Holder shall
deliver to the Offeree(s) at the Company's principal office, one day prior to
the payment date, wire transfer instructions, and on the payment date specified
in such notice, the certificate or certificates representing such shares,
properly endorsed for transfer, against payment of the purchase price therefor
by the Offeree(s) in immediately available funds.
(c) If all the shares proposed to be transferred are not purchased by
Offerees in accordance with this paragraph, the Selling Holder shall not be
required to sell any of the shares proposed to be transferred to the Offerees or
to the Company, and during the 90-day period commencing on the expiration of the
rights and options provided for in this paragraph, may sell all (but not less
than all) of such shares to the transferee named in Notice for a consideration
equal to or greater than the consideration specified in the Notice, free of the
restrictions contained in paragraph 2B of this Agreement (but subject to the
other terms and conditions hereof).
(d) For the purposes of calculating the number of shares an Offeree
may acquire under this paragraph 2B, options to acquire Common Stock pursuant to
the Company's 1994 Stock Plan held by an Offeree shall be deemed issued and
outstanding if such Offeree is then an employee of the Company.
2C. Contractual Preemptive Rights. Notwithstanding any preemptive or
similar rights that any of the parties hereto may have pursuant to any other
agreement, the parties hereto agree that their respective preemptive or similar
rights with respect to the issuance of Equity Securities by the Company after
the date hereof shall be governed exclusively by this paragraph 2C. If prior to
a Qualified Public Offering (as defined below), the Company shall issue any
Equity Securities, each holder of Shares, Underlying Common Stock and Warrant
Shares and the Hull Family Limited Partnership (the `Hull Partnership") shall be
entitled to purchase, on the same terms, the same proportion of such Equity
Securities to be issued necessary in order that the aggregate shares of Common
Stock beneficially held by such holder constitute the same percentage of all
Common Stock (assuming, in each case, the conversion, exercise or exchange of
all outstanding Equity Securities, including outstanding Equity Securities held
by such holder) after the issuance of such Equity Securities as before the
issuance thereof; provided, however, that such preemptive right shall not apply
to (a) securities issued to employees or consultants to the Company under the
1994 Stock Plan, (b) securities issued upon the conversion, exercise or exchange
of Equity Securities to which the preemptive rights under this paragraph 2C were
applicable, (c) securities issued in connection with an exercise of the
preemptive rights granted
hereunder, (d) Shares issued pursuant to the Series C Purchase Agreement,
including Shares issued upon conversion of the Series C Preferred Stock, (e)
securities issued upon exercise of the Warrants, (f) securities issued in
connection with the merger with or acquisition of another Person, (g) securities
issued in connection with a public offering, or (h) shares of Class A Common
Stock issued as dividends on Series A Preferred Stock, Series B Preferred Stock
or Series C Preferred Stock pursuant to the Articles of Incorporation. A holder
of Shares, Underlying Common Stock and Warrant Shares and the Hull Partnership
may exercise his or its right under this paragraph 2C to purchase Equity
Securities by paying the purchase price therefor at the principal office of the
Company within 20 days after receipt of notice from the Company (which notice by
the Company shall be given at least 20 days before the issuance of the Equity
Securities) stating the amount of Equity Securities it intends to issue and the
price and characteristics thereof. The holder shall pay such purchase price in
cash or by check; provided, however, that if the Company is indebted to such
holder, the holder shall be entitled, at the holder's sole option, to credit
against the purchase price all or any portion of the Company's indebtedness to
such holder which is then due (accrued and unpaid dividends on any Preferred
Stock shall be deemed to be indebtedness for purposes of such credit). A

holder's contractual preemptive rights hereunder shall be deemed to be exercised
immediately prior to the close of business on the day of payment of the purchase
price in accordance with the foregoing provisions, and at such time such holder
shall be treated for all purposes as the record holder of the Equity Securities,
as the case may be. As promptly as practicable (and i: any event within ten
days) on or after the purchase date, the Company shall issue and deliver at its
principal office a certificate or certificates for the number of full shares or
amount, whichever is applicable, of Equity Securities together with cash for any
fraction of a share or portion of an Equity Security at the purchase price to
which the holder is entitled hereunder. For purposes of this paragraph 2C,
"Qualified Public Offering" shall mean the sale of the corporation's Class A
Common Stock in a firm commitment, underwritten public offering registered under
the Securities Act (other than a registration relating solely to a transaction
under Rule 145 under the Securities Act (or any successor thereto) or to an
employee benefit plan of the corporation), at a public offering price (prior to
underwriters commissions and expenses) per share of Class A Common Stock
(appropriately adjusted for subdivisions and combinations of shares of Common
Stock and dividends on Class A Common Stock payable in shares of Class A Common
Stock) equal to or exceeding $3.00 per share.
2D. Purchasers or Transferees of Capital Stock. Except as otherwise
specifically provided herein, any Permitted Transferee or other Person who shall
acquire (either voluntarily or involuntarily, by operation of law or otherwise)
any shares of Restricted Stock or any other security subject to the terms of
this Agreement shall be bound by all the terms and conditions of this Agreement
to the same extent as the parties hereto and, prior to registration of the
transfer of any such securities on the books of the Company, any purchaser or
other transferee shall execute an agreement with the parties hereto agreeing to
be bound hereby.
3. Liquidity Rights~ Right of First Offer.
3A. Sale of the Company. If the Company fails (for any reason, including
that the funds of the Company legally available to make such Mandatory
Redemption are insufficient) to redeem any shares of Preferred Stock in a
Mandatory Redemption on the Mandatory Redemption Date (such date determined
without giving effect to Article IV, paragraph 3M of the Articles of
Incorporation) the holders of a majority of the outstanding shares of any series
of Preferred Stock may elect, by giving written notice to that effect to the
Company within 45 days after such Mandatory Redemption Date to defer such
Mandatory Redemption for 12 months and to initiate procedures for the Sale of
the Company (the "Sale Notice"). For purposes hereof, a "Sale of the Company"
means either (i) a sale of all or substantially all of the issued and
outstanding stock of the Company, (ii) a sale of all or substantially all of the
assets and business of the Company and a liquidation of the Company immediately
following such sale, or (iii) a merger or consolidation of the Company with or
into another corporation, in each case for cash or securities. If the Sale
Notice is issued, all holders of Preferred Stock shall be deemed to have so
deferred and the following procedure shall apply.
3B. Sale Procedure. The Board of Directors shall, as promptly as
practicable, engage a Qualified Investment Banker (as defined below) at the
Company's expense to represent the Company and the shareholders of the Company
in connection with the Sale of the Company. The Company and the Common
Shareholders shall use their reasonable best efforts to consummate the Sale of
the Company within 90 days after receipt of the Sale Notice or as soon as
possible thereafter, but shall not be required to solicit offers for more than
nine months following the date that the Qualified Investment Banker begins such
solicitation. For purposes hereof, a "Qualified Investment Banker" shall be a
nationally recognized investment banking firm selected by the Board of Directors
of the Company with a majority of the Purchaser Directors concurring.
3C. Sale Offers. At such time as the Company suspends its solicitation of
offers for the Sale of the Company, it shall give each holder of Preferred Stock
written notice ("Offer Notice") describing each offer (each a "Sale Offer")
received by the Company, setting forth the name of the proposed purchaser, a
description of the consideration to be received upon the sale, the date for
closing the sale and the other material terms of the Sale Offer. The holders of
a majority of the outstanding Preferred Stock may select one Sale Offer by
giving written notice of such selection to the Company within 15 days following
receipt of the Offer Notice.
3D. Acceptance. Notice of the Sale Offer selected by the holders of
Preferred Stock pursuant to paragraph 3C above shall be given by the Company to
each Common Shareholder and each holder of Warrants and Warrant Shares. Within
60 days following receipt of notice of such selection, the Company, (or, if the
selected Sale Offer is an offer to purchase capital stock of the Company, the
Common Shareholders), must accept the selected Sale Offer.
3E. Purchase and Sale. If a Sale Offer is made, the Company or, if the Sale
Offer is to purchase shares of capital stock of the Company, each Common
Shareholder, shall sell the assets and business of the Company or shares of
capital stock of the Company, as the case may be, on the terms set forth in the

Sale Offer.
3F. Best Efforts. The Company and each Shareholder agree to use reasonable
best efforts to cause the Company to effect a Sale of the Company pursuant to
any Sale Offer accepted by the Company, including, without limitation, voting
all shares of voting stock held by such Shareholder to approve a sale of assets
by the Company followed by the liquidation and dissolution of the Company, or to
adopt a plan of merger or consolidation by the Company included in the terms of
such Sale Offer.
3G. Lapse. If all parties to this Agreement have performed their
obligations under this part 3 and if the Sale of the Company is not consummated
within 12 months after such Mandatory Redemption Date through no fault of the
Company, the right herein granted to effect a Sale of the Company by reason of
the failure of the Company to redeem shares of Preferred Stock on such Mandatory
Redemption Date shall lapse.
3H. Right of First Offer. Prior to entering into any Sale of the Company in
which holders of Series C Preferred Stock would receive less than the Series C
Conversion Price then in effect, the Company will first give Windward written
notice that the Company is contemplating a Sale of the Company and Windward will
have the right to make an offer to purchase the Company in accordance with this
paragraph 3H. Such right of offer to purchase shall be exercisable for a period
of 30 days after Windward receives written notice from the Company of its intent
to pursue a Sale of the Company. At any time during the period set forth above,
Windward may deliver to the Company a written proposal for the purchase of the
Company. Such proposal will disclose in reasonable detail the terms and
conditions upon which Windward will agree to purchase the Company in a Sale of
the Company, including the securities or assets to be acquired and the price to
be paid. The Company may either accept the offer of Windward or pursue
alternative Sale of the Company transactions; provided, however, that the
Company may not consummate any alternative Sale of the Company unless the
consideration per share to be received in such Sale of the Company is at least
110% of the consideration per share proposed by Windward. Nothing in this part 3
shall be deemed to prevent the Company from engaging in an initial public
offering of its securities during the time a Sale of the Company is being
sought.
4. General Provisions.
4A. Transfer Conditions. Prior to any proposed sale, assignment, transfer
or pledge of any Preferred Stock, Warrants, Warrant Shares or Common Stock
(other than a transfer not involving a change in beneficial ownership), unless
there is in effect a registration statement under the Securities Act covering
the proposed transfer, the holder thereof shall give notice to the Company of
such holder's intention to effect such transfer, sale, assignment or pledge.
Each such notice shall describe the manner and circumstances of the proposed
transfer, sale, assignment or pledge in reasonable detail, and, if requested by
the Company, shall be accompanied, at such holder's expense, by either (i) a
written opinion of legal counsel who shall be, and whose legal opinion shall be,
reasonably satisfactory to the Company (it being agreed that Testa, Hurwitz &
Thibeault, LLP, Hughes & Luce, L.L.P. and Skadden, Arps, Slate, Meagher & Flom
LLP are satisfactory counsel), addressed to the Company, to the effect that the
proposed transfer of the Preferred Stock, Warrants, Warrant Shares or Common
Stock may be effected without registration under the Securities Act, or (ii) a
"no action" letter from the Securities and Exchange Commission (the
"Commission") to the effect that the transfer of such securities without
registration will not result in a recommendation by the staff of the Commission
that action be taken with respect thereto, whereupon the holder of such
Preferred Stock, Warrants, Warrant Shares or Common Stock shall be entitled to
transfer such Preferred Stock, Warrants, Warrant Shares or Common Stock in
accordance with the terms of the notice delivered by the holder to the Company
and subject to the other provisions of this Agreement. Each certificate
evidencing the Preferred Stock, Warrants, Warrant Shares or Common Stock
transferred as provided above shall bear, except if such transfer is made
pursuant to Rule 144 under the Securities Act, the appropriate restrictive
legend set forth below, except that such
certificate shall not bear such restrictive legend if in the opinion of counsel
for such holder and the Company such legend is not required in order to
establish compliance with any provision of the Securities Act. Notwithstanding
the foregoing, each holder of Preferred Stock, Warrants, Warrant Shares or
Common Stock agrees that it will not request that a transfer of the Preferred
Stock, Warrants, Warrant Shares or Common Stock be made (or that the appropriate
restrictive legend described below hereof be removed from the certificate
evidencing the Preferred Stock, Warrants, Warrant Shares or Common Stock) solely
in reliance on Rule 144(k) under the Securities Act, if as a result of such
proposed transfer the Company would be rendered subject to the reporting
requirements of the Securities Exchange Act.
4B. Legends on Certificates. During the term of this Agreement, each
certificate representing shares of Common Stock, Warrant Shares or Preferred
Stock will bear a legend in substantially the following form:

"THE SECURITIES REPRESENTED BY THIS CERTIFICATE AND THE SALE, ASSIGNMENT,
TRANSFER, PLEDGE OR OTHER DISPOSITION AND VOTING THEREOF ARE SUBJECT TO
CERTAIN RESTRICTIONS AND AGREEMENTS CONTAINED IN A SECOND AMENDED AND
RESTATED SHAREHOLDERS AGREEMENT DATED AS OF MARCH --, 1999 AMONG THE
COMPANY AND CERTAIN SHAREHOLDERS AND WARRANT HOLDERS. A COPY OF THE
SHAREHOLDERS AGREEMENT AND ALL APPLICABLE AMENDMENTS THERETO WILL BE
FURNISHED BY THE COMPANY TO THE RECORD HOLDER OF THIS CERTIFICATE WITHOUT
CHARGE UPON WRITTEN REQUEST TO THE COMPANY AT ITS PRINCIPAL PLACE OF
BUSINESS OR REGISTERED OFFICE."
The Company shall make a notation on its records and give instructions to any
transfer agent of the Preferred Stock, Warrants, Warrant Shares or Common Stock
in order to implement the restrictions on transfer established in this
Agreement.
4C. Termination; Amendment.
(a) This Agreement shall terminate upon the earlier to occur of (i)(A)
the written agreement of the holders of at least 662/3% of the Shares then
outstanding, (B) the holders of at least 662/3% of the Underlying Common Stock
then outstanding and (C) the holders of at least 662/3% of the Common Stock
issued and issuable upon exercise of the Warrants, (ii) the acquisition by a
single purchaser of all of the issued and outstanding shares of the Common
Stock, Shares, Warrants, Warrant Shares and the Underlying Common Stock or (iii)
the closing of a Qualified Public Offering.
(b) This Agreement may be amended by the written agreement of the
holders of at least 662/3% of the shares of Restricted Stock, at least 662/3% of
the shares of Underlying Common Stock, and, in the case of any amendment that
adversely affects the rights or interests of any holder or holders of Warrants
or Warrant Shares hereunder, at least 662/3 of the Common Stock issued and
issuable upon exercise of the Warrants, and, in the case of any amendment that
adversely affects the rights or interests of any holder or holders of Shares
hereunder, at least 662/3 of the Shares.
4D. Notices. All notices, demands or other communications to be given or
delivered under or by reason of the provisions of this Agreement will be in
writing and will be deemed to have been given when delivered personally or by
cable, telex, facsimile transmission, telegram or overnight delivery service, or
72 hours after having been mailed by certified or registered mail, return
receipt requested and postage prepaid, to the recipient. Such notices, demands
and other communications will be sent to each party at the address indicated
below:
To the Company:

With a copy to:

Monitronics International, Inc.
12801 Stemmons Freeway
Suite 821
Dallas, Texas 75234
Facsimile: (214) 484-1393
Attn: James R. Hull
Glast, Phillips & Murray
2200 One Galleria Tower
13355 Noel Road LB48
Dallas, TX 75240
Facsimile: (214) 419-8329
Attn: Michael Parsons

To Preferred Holders to their addresses set forth on the Schedule of Pr~
With a copy to:

Hughes & Luce, L.L.P.
Ill Congress Avenue
Suite 900
Austin, Texas 78701
Facsimile: (512) 482-6859
Attn: William R. Volk

With a copy to:

Skadden, Arps, Slate, Meagher & Flom LLP
919 Third Avenue
New York, NY 10022
Facsimile: (212) 735-2000
Attn: Howard L. Ellin

To the Warrant Holders, to their addresses set forth on the Schedule of
Warrant Holders,
with a copy to:

Testa, Hurwitz & Thibeault, LLP
125 High Street
Boston, Massachusetts 02110
Facsimile: (617) 248-7100

Attn: Andrew E. Taylor, Jr.
or to such other address or to the attention of such other Person as the
recipient party has specified by prior written notice to the sending party.
4E. Governing Law. The construction, validity and interpretation of this
Agreement will be governed by the internal laws of the State of Texas without
giving effect to any choice of law or conflict of law provision or rule (whether
of the State of Texas or any other jurisdiction) that would cause the
application of the laws of any jurisdiction other than the State of Texas.
4F. Counterparts. This Agreement may be executed in my number of
counterparts, each of which shall be deemed an original, but all of which taken
together shall constitute one and the same instrument.
4G. Reorganization. The provisions of this Agreement shall apply to any
shares or other securities resulting from any stock split or reverse split,
stock dividend, reclassification, subdivision, consolidation or reorganization
of any shares or other equity securities of the Company and to any shares or
other securities of the Company or of any successor company which may be
received by any of the parties hereto by virtue of their respective ownership of
any shares of Common Stock, Warrants, Warrant Shares and Preferred Stock of the
Company.
4H. Descriptive Headings. The descriptive headings of this Agreement are
inserted for convenience only and do not constitute a part of this Agreement.
4I. Severability. Whenever possible, each provision of this Agreement will
be interpreted in such manner as to be effective and valid under applicable law,
but if any provision of this Agreement is held to be prohibited by or invalid
under applicable law, such provision will be ineffective only to the extent of
such prohibition or invalidity, without invalidating the remainder of this
Agreement.
4J. Binding Effect. Except as otherwise expressly provided herein, all
covenants and agreements in this Agreement by or on behalf of any of the parties
hereto will bind and inure to the benefit of the respective heirs, personal
representatives, successors and assigns of the parties hereto whether so
expressed or not. In addition, and whether or not any express assignment has
been made, unless expressly provided otherwise, the provisions of this Agreement
which are (i) for any Preferred Holder's benefit as a purchaser or holder of
shares of Preferred Stock are also for the benefit of, and enforceable by, any
subsequent holder of such Preferred Stock and (ii) for any Warrant Holder's
benefit as a purchaser or holder of Warrants or Warrant Shares are also for the
benefit of, and enforceable by, any subsequent holder of Warrants and Warrant
Shares. Except by operation of law, the Company shall not make any assignment or
transfer of any of its rights or obligations hereunder without the prior written
consent of each of the holders of Underlying Common Stock, each of the holders
of the Shares and each of the holders of the Warrants and Warrant Shares.
4K.
terms of
1999, as
Ventures

Exception for Pledge. The parties acknowledge that pursuant to the
a Third Amended and Restated Pledge Agreement, dated as of January 13,
amended to date (the "Pledge Agreement"), by and between Austin
III, Austin Ventures V, CRL,

Hull Family Limited Partnership, Robert Sherman, individually, Michael Gregory,
individually, Michael Meyers, individually, and Stephen Hedrick, individually
(collectively, the "Pledgors") and Canadian Imperial Bank of Commerce, as
Administrative Agent, State Street Bank and Trust Company, for itself and as
Documentation and Collateral Agent (the "Secured Party"), CIBC, Inc., Heller
Financial, Inc., Chase Bank of Texas, National Association, Union Bank of Texas,
N.A., Wells Fargo Bank (Texas) National Association, LaSalle National Bank and
BankBoston, N.A. (collectively, the "Lenders") certain securities of the
Company, as identified on Schedule I to the Pledge Agreement (the "Pledged
Securities"), have been pledged by the Pledgors to the Secured Party for the
benefit of the Lenders. The parties hereto acknowledge and consent to such
pledge of the Pledged Securities and, notwithstanding any provision in this
Agreement to the contrary, hereby agree that any purchaser of such Pledged
Securities, including the Lenders, who acquires the Pledged Securities pursuant
to the terms of the Pledge Agreement shall take the Pledged Securities free and
clear of all terms of this Agreement and neither such persons nor such Pledged
Securities shall thereafter be subject to any term or condition of this
Agreement.
* * *
IN WITNESS WHEREOF, the parties have executed this Second Amended and
Restated Shareholders Agreement as of the date first above written.
COMPANY:
Monitronics International, Inc.

By:
-----------------------------------James R. Hull,
President
PURCHASERS:
Austin Ventures III-A, L.P.
By AV Partners III, L.P.,
Its General Partner
By:
-----------------------------------Blame F. Wesner,
Authorized Signatory
Austin Ventures III-B, L.P.
By AV Partners III, L.P.,
Its General Partner
By:
-----------------------------------Blain F. Wesner,
Authorized Signatory
Austin Ventures V, L.P.
By AV Partners V, L.P.,
Its General Partner
By:
-----------------------------------Blaine F. Wesner,
General Partner
Austin Ventures V Affiliates Fund, L.P.
By AV Partners V, L.P.,
Its General Partner
By:
-----------------------------------Blaine F. Wesner,
General Partner
Capital Resource Lenders II, L.P.
By Capital Resource Partners II, L.P.
Its General Partner
By:
-----------------------------------Stephen M. Jenks,
General Partner
Windward Capital Partners II, L.P.
By: Windward Capital GP II, LLC,
Its General Partner
By:
-----------------------------------Peter S. Macdonald,
Managing Member

Windward Capital LP II, LLC
By:
-----------------------------------Peter S. Macdonald,
Managing Member
COMMON SHAREHOLDERS:
Hull Family Limited Partnership, L.P.
By: James R. Hull Management Trust, Its
General Partner

By:
-----------------------------------James R. Hull, Trustee
-----------------------------------Robert N. Sherman
-----------------------------------Michael Meyers
-----------------------------------Stephen Hedrick
-----------------------------------Michael Gregory
Addendum Agreement to Second Amended and Restated Shareholders Agreement
This Addendum Agreement is executed on and effective as of
, by and among
(the "New Shareholder"),
- ------------------------------------the New Shareholder's Spouse (if any), Monitronics International, Inc., a Texas
corporation (the "Company").
The Second Amended and Restated Shareholders Agreement dated March , 1999
(the "Shareholders Agreement") among the Company and certain shareholders of the
Company provides that all persons prior to becoming shareholders of the Company
must enter into an Addendum Agreement binding such person and such person's
spouse (if any) to the Shareholders Agreement to the same extent as if they were
original parties thereto.
Therefore, the New Shareholder and the spouse of the New Shareholder (if
any) hereby agree to be bound by all terms and conditions of the Shareholders
Agreement to the same extent as if they were original signatories to the
Shareholders Agreement. This Addendum Agreement shall be attached to and become
part of the Shareholders Agreement.
NEW SHAREHOLDER:
---------------------------------------Signature
---------------------------------------Spouse of New Shareholder
COMPANY:
Monitronics International, Inc.
By:
-----------------------------------Title:
EXHIBIT A TO SHAREHOLDERS AGREEMENT

INDEMNIFICATION AGREEMENT
This Indemnification Agreement (the "Agreement") is executed on and entered
into as of
--,
(the "Effective Date") by and between
---------------Monitronics International, Inc., a Texas corporation (the "Company"), and
("Director").
- -----------------The Company is required or permitted under certain circumstances to
indemnify directors of the Company against liability incurred by them in such
capacities or by reason of occupying such position. The Company desires to have
Director serve as a director of the Company, and Director desires to serve,
provided that he is indemnified by the Company. This is the Indemnification
Agreement referred to in the Second Amended and Restated Shareholders Agreement
(the "Shareholders Agreement") entered into on March , 1999 by the Company and
the Shareholders named therein.
The parties agree as follows:
1. Definitions.
Unless the context requires otherwise, for purposes of this Agreement:
(a) "Act" shall mean the Texas Business Corporation Act, as in effect on
the date of this Agreement and as hereafter amended, and any successor statute;
(b) the terms "proceedings," "expenses" and other terms defined in Article
2.02-i of the Act are used herein with the meanings as so defined under the Act;
and
(c) the phrase "serving in a representative capacity at the request of the
Company" means serving at the request of the Company as a director, officer,
partner, venturer, proprietor, trustee, employee, agent or similar functionary
of another corporation, partnership, joint venture, sole proprietorship, trust,
employee benefit plan or other enterprise.
2. Indemnity.
(a) The Company agrees to indemnify Director to the fullest extent
permitted by the Act, as soon as practicable but in any event no later than 30
days after receipt by the Company of any claim for indemnity hereunder against
expenses judgments, penalties, fines and amounts paid in settlement (including
all interest, assessments and other charges paid or payable in connection with
or in respect of such expenses, judgments, fines, penalties or amounts paid in
settlement of such proceeding) incurred by or on behalf of Director in
connection with any proceeding in which Director was, is or is threatened to be
a named a party to or witness or other participant in such proceeding because he
is or was a director or officer of the Company or because he is or was serving
in a representative capacity at the request of the Company.
(b) Reasonable expenses incurred by Director in connection with a
proceeding referred to in paragraph 2A in advance of the final disposition of
the proceeding and without the
determination specified in Sections F or G of Article 2.02-1 of the Act,
promptly upon receipt by the Company of:
(i) a written affirmation by Director of his good faith belief that he
has met the standard of conduct necessary for indemnification under the Act; and
(ii) a written undertaking by or on behalf of the Director to repay
the amount paid or reimbursed pursuant to this paragraph 2B if it is ultimately
determined that he has not met the standard of conduct necessary for
indemnification under the Act or if it is ultimately determined that
indemnification of Director against expenses incurred by him in connection with
that proceeding is prohibited by Section E of Article 2.02-I of the Act.
(c) This Agreement makes mandatory the indemnification permitted under
Section B of Article 2.02-1 of the Act with respect to expenses incurred in
connection with a proceeding described in such provision and shall be deemed to
constitute authorization of indemnification in the manner required by the Act.
3. Notification and Defense of Claim.
(a) Promptly after receipt by Director of notice of the commencement of any
proceeding in which Director was, is or is threatened to be a named a party to
or witness or other participant in such proceeding, if a claim for indemnity in
connection with such proceeding is to be made against the Company under this
Agreement, will promptly notify the Company of the commencement thereof. With
respect to any such proceeding other than a proceeding brought by or on behalf
of the Company or as to which Director shall have made the determination
provided for in (ii) below, the Company will be entitled to participate therein

at its own expense, and the Company may assume the defense thereof with counsel
satisfactory to Director. After notice from the Company to Director of its
election to assume the defense thereof, the Company will not be liable to
indemnify Director under this Agreement against expenses subsequently incurred
by Director in connection with the defense thereof other than reasonable costs
of investigation or as otherwise provided below. Director shall have the right
to select and employ counsel in a proceeding, but the fees and expenses of such
counsel incurred after notice from the Company of its assumption of the defense
thereof shall be borne by Director unless (i) the employment of such counsel by
Director has been authorized by the Company, (ii) Director shall have reasonably
concluded that there may be a conflict of interest between the Company and
Director in the conduct of the defense of such proceeding, or (iii) the Company
shall not in fact have employed counsel to assume the defense of such action,
and in each case the fees and expenses of counsel shall be subject to the
indemnity provided hereunder by the Company; provided, however, that in the
event any other person indemnified by the Company is also named or threatened to
be named defendant or respondent in a proceeding referred to in (ii) above, the
fees and expenses of only one counsel employed by Director and all such other
persons shall be subject to indemnity hereunder.
(b) Promptly following receipt by the Company from Director of any claim
for indemnity hereunder, the Company shall in good faith make or cause to be
made any determination as to reasonableness of expenses and determination that
indemnification is permissible as may be required pursuant to the Act and, as
soon as practicable, but in any event
no later than 30 days after receipt by the Company of any claim for indemnity
hereunder, following such determination, the Company shall pay or cause to be
paid to Director in cash the amount of the expenses indemnified hereunder and so
determined to be reasonable and permissible. Such payment shall be~ made out of
the assets of the Company.
4. Miscellaneous.
(a) The Company expressly confirms and agrees that it has entered into this
Agreement in order to induce Director to serve or continue to serve as a
director or in a representative capacity at the request of the Company, and
acknowledges that Director is relying upon this Agreement in continuing in such
capacity and in serving as a director of the Company or in a representative
capacity at the request of the Company hereafter, whether or not Director serves
in any such capacity on the date of this Agreement. All agreements and
obligations of the Company contained herein shall continue during the period
that Director serves as a director of the Company or in a representative
capacity at the request of the Company and thereafter so long as Director shall
be subject to any possible claim or pending, threatened or completed proceeding
by reason of the fact that Director was a director or served in any other
representative capacity.
(b) In the event Director is required to bring any action to enforce his
rights or to collect any amount due him under this Agreement and is successful
in such action, the Company shall reimburse Director for all of Director's fees
and expenses (including, without limitation, reasonable attorney's fees) in
bringing and pursuing such action.
(c) Each of the provisions (including any provision within a single
paragraph or sentence) of this Agreement is a separate and distinct agreement
and independent of the others, so that if any provision hereof shall be held to
be invalid, illegal or unenforceable for any reason whatsoever, such invalidity
or unenforceability shall not affect the validity or enforceability of the other
provisions hereof and such remaining provisions shall remain enforceable to the
fullest extent permitted by law.
(d) This Agreement shall be interpreted and enforced in accordance with the
internal laws but not the law of conflicts of the State of Texas.
(e) This Agreement and the terms hereof shall be binding upon and inure to
the benefit of the Company and Director, and their respective successors and
assigns.
(f) No amendment, modification, termination or cancellation of this
Agreement shall be effective unless in writing signed by both parties hereto. No
waiver of any of the provisions of this Agreement shall be deemed or shall
constitute a waiver of any other provisions hereof (whether or not similar) nor
shall such waiver constitute a continuing waiver.
(g) The-indemnification provided by this Agreement shall not be deemed
exclusive of any other rights to which Director may be entitled under any
provision of the Act, the Articles of Incorporation or bylaws of the Company or
of any other corporation, or any other agreement or otherwise. To the extent
that a change in the Act (whether by statute or judicial decision) permits
greater indemnification by agreement than would be affording currently under the
Company's bylaws and this Agreement, it is the intent of parties hereto that
Director shall enjoy by this Agreement the greater benefits so afforded by such
change.

(h) All notices, demands or other communications to be given or delivered
under or by reason of the provisions of this Agreement will be in writing and
will be deemed to have been given when delivered personally or by telex,
facsimile transmission, telegram or overnight delivery service, or 72 hours
after having been mailed by certified or registered mail, return receipt
requested and postage prepaid, to the recipient. Such notices, demands and other
communications will be sent to each party at the address indicated below:
If to the Director:
[_________________]
Attn:
Facsimile:
If to the Company:
Monitronics International, Inc.
12801 Stemmons Freeway
Suite 821
Dallas, Texas 75234
Attention: President
Facsimile: (214) 484-1393
or to such other address or to the attention of such other Person as the
recipient party has specified by prior written notice to the sending party.
IN WITNESS WHEREOF, the parties have executed this Agreement to be
effective as of the Effective Date.
The Company:
Monitronics International, Inc.
By:
-----------------------------------James R. Hull, President
Director:
---------------------------------------SCHEDULE OF PREFERRED HOLDERS
Austin Ventures III-A, L.P.
Austin Ventures III-B, L.P.
Austin Ventures V, L.P.
Austin Ventures V Affiliates Fund, L.P.
114 West 7th Street
Suite 1300
Austin, Texas 78701
Facsimile: (512) 476-3952
Attn: Blame Wesner
Capital Resource Lenders II, L.P.
do Capital Resource Partners
85 Merrimac Street
Suite 200
Boston, Massachusetts 02114
Facsimile: (617) 723-9819
Attn: Stephen M. Jenks
Windward Capital Partners II, L.P.
Windward Capital L.P. II, LLC
1177 Avenue of the Americas
42nd Floor
New York, NY 10036
Fax: (212) 382-6534
Attn: Peter S. Macdonald
SCHEDULE OF WARRANT HOLDERS
Capital Resource Lenders II, L.P.
do Capital Resource Partners
85 Merrimac Street
Suite 200
Boston, Massachusetts 02114
Facsimile: (617) 723-9819
Attn: Stephen M. Jenks

Austin Ventures Ill-A, L.P.
Austin Ventures Ill-B, L.P.
Austin Ventures V, L.P.
Austin Ventures V Affiliates Fund, L.P.
114 West 7th Street
Suite 1300
Austin, Texas 78701
Facsimile: (512) 476-3952
Attn: Blaine Wesner
EXHIBIT G
SECOND AMENDED AND RESTATED REGISTRATION AGREEMENT
See attached.
SECOND AMENDED AND RESTATED
REGISTRATION AGREEMENT
This Second Amended and Restated Registration Agreement (the "Agreement")
is executed on and entered into as of March, 1999 among Monitronics
International, Inc., a Texas corporation (the "Company"), the holders of Common
Stock Purchase Warrants listed on the Schedule of Warrant Holders attached
hereto (the "Warrant Holders"), and the holders of Preferred Stock listed on the
Schedule of Preferred Holders attached hereto (the "Preferred Holders," and
collectively with the Warrant Holders, the "Purchasers").
Recitals:
The Company and certain of the Preferred Holders are parties to a Stock
Purchase Agreement, dated as of October 21, 1994, as amended to date, providing,
among other things, for the purchase by such Preferred Holders of 4,000,000
shares of Series A Preferred Stock of the Company.
The Company and the Warrant Holders are parties to a Senior Subordinated
Note and Warrant Purchase Agreement, dated as of May 10, 1996, as supplemented
and modified by the Senior Subordinated Note and Warrant Purchase Agreement,
dated as of November 22, 1996, and the Senior Subordinated Note and Warrant
Purchase Agreement, dated as of May 19, 1997, and as otherwise amended to date,
providing, among other things, for the purchase by such Warrant Holders of
Warrants to acquire up to 569,757 shares (subject to adjustment as provided in
such Warrants) of Class A Common Stock of the Company (the "Mezzanine Warrant
Shares").
The Company, the Preferred Holders who executed the Series A Purchase
Agreement, the Warrant Holders who executed the Note Agreement and certain
holders of the Company's outstanding Common Stock are parties to an Amended and
Restated Registration Agreement dated as of May 10, 1996, as amended by an
Amendment Agreement dated as of November 22, 1996, a Second Amendment Agreement
dated as of May 19, 1997, a Transfer, Assignment and Assumption Agreement and
Third Amendment Agreement dated as of January 1, 1998, and a Transfer,
Assignment and Assumption Agreement and Fourth Amendment Agreement dated as of
July 22, 1998 (as so amended, the "Prior Shareholders Agreement").
The Company and certain of the Preferred Holders are parties to a Series B
Preferred Stock Purchase Agreement, dated as of May 19, 1997, as amended to
date, providing, among other things, for the purchase by such Preferred Holders
of 5,000,000 shares of Series B Preferred Stock and Warrants to acquire up to
961,700 shares (subject to adjustment as provided in such Warrants) of Class A
Common Stock of the Company (the "Preferred Warrant Shares," and collectively
with the Mezzanine Warrants Shares, the "Warrant Shares").
The Company and certain of the Preferred Holders have entered into a Series
C Preferred Stock Purchase Agreement, dated as of February 22, 1999 (the "Series
C Purchase Agreement"), providing, among other things, for the purchase by
certain Preferred Holders of 1,409,375 shares of Series C Preferred Stock of the
Company. Terms defined in the Series C Purchase Agreement or in the Articles of
Incorporation of the Company, as amended (the "Articles of Incorporation"),
and not otherwise defined herein are used herein with the same meanings as
defined in the Series C Purchase Agreement or in the Articles of Incorporation,
as applicable.
The parties hereto desire to amend and restate the Prior Registration
Agreement in its entirety in order to facilitate the transactions contemplated
by the Series C Purchase Agreement.
The parties agree that the Prior Registration Agreement shall be amended
and restated in its entirety by this Agreement, and the parties further agree as
follows:
1.

Demand Registrations.

(a)

Requests for Registration
(i) At any time and from time to time (A) after March

, 2000,
-the holders of at least 66-2/3% of the shares of Common Stock issued or issuable
upon conversion of the Series A Preferred Stock and the Series C Preferred Stock
(the "Underlying Common Stock") and (B) at any time and from time to time
following the initial public offering of the Company's equity securities, the
holders of at least 66-2/3% of the shares of Common Stock issued or issuable
upon conversion of the Series C Preferred Stock (each of the groups described in
(A) and (B), a "Demand Registrant"), may request registration under the
Securities Act of all or any part of their Underlying Common Stock (each, a
"Demand Registration"), subject to the terms and conditions of this Agreement.
Any request (a "Registration Request") for a Demand Registration shall specify
(i) the approximate number of shares of Underlying Common Stock requested to be
registered (but not less than a majority of the total number of shares of
Underlying Common Stock issued or issuable to the Demand Registrant), and (ii)
the intended method of distribution of such shares that will be a firm
commitment underwritten offering managed by one or more underwriters selected as
provided in paragraph 1(b), below. Within ten days after the date of sending of
such request, the Company will give written notice of such requested
registration to all other holders of Underlying Common Stock and to all holders
of Warrants and Warrant Shares and will (subject to clause (iii) below) include
in such registration all shares of Underlying Common Stock and all Warrant
Shares that holders of Underlying Common Stock, Warrants or Warrant Shares
request the Company to include in such registration by written notice given to
the Company within 15 days after the date of sending of the Company's notice.
(ii) Subject to paragraph l(a)(i), the holders of 66-2/3% of the
Underlying Common Stock will be entitled to request up to two Demand
Registrations at any time and from time to time after March , 2000 and the
holders of the shares of Common Stock issued or issuable upon conversion of the
Series C Preferred Stock will be entitled to request up to two Demand
Registrations at any time and from time to time after the initial public
offering of the Company's equity securities. A Demand Registrant requesting a
Demand Registration under this part 1 may, at any time prior to the effective
date of the registration statement relating to such Demand Registration, revoke
such request by providing written notice thereof to the Company, in which case
such Demand Registration will not be deemed to have been requested for purposes
of this paragraph l(a)(ii). Any Demand Registration requested by a Demand
Registrant shall not be deemed to have been effected (and, therefore, not
requested for purposes of this paragraph l(a)(ii)) unless it has become
effective and there has not been any stop order,
injunction or other order or requirement of the Securities and Exchange
Commission (the "Commission") or other governmental agency or court suspending
such effectiveness.
(iii) Subject to the provisions of the Heller Warrant, the
Company will not include in any Demand Registration any securities other than
Underlying Common Stock and Warrant Shares of the Demand Registrant without the
prior written consent of the Demand Registrant, except that the Company shall
include in such registration shares of Common Stock to be sold for the account
of the Company, for the account of other holders of Underlying Common Stock and
for the account of other holders of Warrants and Warrant Shares if the managing
underwriter(s) advise the Company in writing that in their opinion the shares of
Underlying Common Stock, Warrant Shares and other shares of Common Stock
proposed to be included in such offering can be sold in an orderly manner in
such offering within a price range acceptable to the Demand Registrant If the
managing underwriter(s) advise the Company in writing that in their opinion the
number of shares of Underlying Common Stock, Warrant Shares and shares of Common
Stock proposed to be included in such registration for sale by the Company,
Heller, holders of Warrants and Warrant Shares and holders of Underlying Common
Stock exceeds the number of shares which can be sold in an orderly manner in
such offering within a price range acceptable to the Demand Registrant, the
Company will include in such registration, prior to the inclusion of any other
shares, (i) first, the Issued Warrant Shares (as defined in the Heller Warrant),
(ii) second, the number of shares of Underlying Common Stock and Warrant Shares
requested to be registered by the Demand Registrant, and (iii) third, the number
of other shares of Underlying Common Stock and Warrant Shares requested to be
included that in the opinion of such underwriters can be sold in an orderly
manner within the price range of such offering, pro rata among the respective
holders thereof on the basis of the number of shares of Underlying Common Stock
and Warrant Shares that each such holder has requested the Company to include in
such registration. For purposes of this paragraph 1(a)(iii), in any Demand
Registration in which the Demand Registrant is the holders of 66-2/3% of the
Underlying Common Stock, all Warrant Shares requested to. be registered in the
Demand Registration shall be deemed to be requested by the Demand Registrant.
(iv) In the event that in connection with
offering, the managing underwriter(s) advise the Company
their opinion Underlying Common Stock and Warrant Shares
secondary portion of such registration, then the Company
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shareholders in accordance with paragraph 1(i) above and shall include in such
registration all shares of Underlying Common Stock and all Warrant Shares that
holders of Underlying Common Stock, Warrants or Warrant Shares request the
Company to include in such registration; provided that, if the managing
underwriter(s) advise the Company in writing that in their opinion the number of
shares of Underlying Common Stock and Warrant Shares proposed to be included in
such registration exceeds the number of shares which can be sold in an orderly
manner in such offering within a price range acceptable to the Company, the
Company will include in such registration the number of shares that in the
opinion of such underwriters can be sold, subject to the terms of the Heller
Warrant, pro rata among the respective holders thereof on the basis of the
number of shares of Underlying Common Stock and Warrant Shares that each such
holder has requested the Company to include in such registration.
(b) Selection of Underwriter. The Demand Registrant shall select the
managing underwriter(s) to manage each offering effected pursuant to a Demand
Registration.
(c) Registration on Forms S-2, S-3. Following its initial public
offering of securities under the Securities Act, the Company shall use its
commercially reasonable best efforts to qualify for registration on Forms S-2 or
S-3 or any comparable or successor form or forms. After the Company has
qualified for the use of Forms S-2 or S-3 or any comparable or successor form of
forms, in addition to the rights contained in the paragraphs 1(a) and (b), each
of (i) the holders of at least 25% of the Underlying Common Stock, (ii) the
holders of at least 30% of the Common Stock issued and issuable upon exercise of
the Warrants and (iii) holders of a majority of the shares of Common Stock
issued or issuable upon conversion of the Series C Preferred Stock shall have
the right at any time and from time to time to request registrations on Forms
S-2 or S-3 or any comparable or successor form or forms; provided, that the
Company shall not be obligated to effect a registration under this paragraph
1(c) if the fair market value of the shares to be registered is less than $10
million; provided further, that the Company shall not be obligated to effect
more than two Registrations on Form S-2 or S-3 or any comparable or successor
form or forms during any twelve month period. Such requests shall be in writing
and shall state the number of shares of Underlying Common Stock or Warrant
Shares, as applicable, proposed to be disposed of and the intended method of
distribution of such shares by such holder or holders.
(d) Right to Defer Registration. The Company shall not be obligated to
effect any registration within 180 days after the effective date of a previous
registration statement on Form S-I in which the holders of Underlying Common
Stock participated or were given an opportunity to participate and declined to
do so. The Company may postpone for up to 180 days the filing or the
effectiveness of a registration statement for a Demand Registration set forth
above if (i) the Board of Directors determines, reasonably and in good faith,
that such registration might have an adverse effect on any proposal or plan by
the Company, including, without limitation, a plan or proposal to engage in any
acquisition, merger, consolidation, tender offer, offering or similar
transaction or (ii) any other material, nonpublic development or transaction is
pending; provided, that the Company may not postpone the filing or effectiveness
of a registration statement pursuant to this sentence more frequently than once
during any period of 12 consecutive months.
2.

Piggyback Registrations.

(a) Right to Piggyback. If the Company proposes to register any of its
securities under the Securities Act (other than pursuant to a Demand
Registration or registration solely in connection with an employee benefit or
stock ownership plan) and the registration form to be used may be used for the
registration of Underlying Common Stock and/or Warrant Shares (a "Piggyback
Registration"), the Company will give prompt written notice to all holders of
Underlying Common Stock and to all holders of Warrants and Warrant Shares of its
intention to effect such a registration (each a "Piggyback Notice"). Subject to
subparagraph 2(c) below and the provisions of the Heller Warrant, the Company
will include in such registration all shares of Underlying Common Stock that
holders of Underlying Common Stock and all Warrant Shares that holders of
Warrants and Warrant Shares request the Company to include in such registration
by written notice given to the Company within 15 days after the date of sending
the Piggyback Notice.
(b) Piggyback Expenses. The Registration Expenses of the holders of
Underlying Common Stock and the holders of Warrant Shares will be paid by the
Company in all Piggyback Registrations.
(c) Priority on Primary Registrations. If a Piggyback Registration
relates to an underwritten public offering of equity securities by the Company
and the managing underwriters advise the Company in writing that in their
opinion the number of securities requested to be included in such registration
exceeds the number that can be sold in an orderly manner in such offering within
a price range acceptable to the Company, the Company will include in such
registration (i) first, the securities proposed to be sold by the Company, (ii)

second, the Issued Warrant Shares (as defined in the Heller Warrant), (iii)
third, the Underlying Common Stock and Warrant Shares requested to be included
in such registration, pro rata among the holders of such Underlying Common Stock
and Warrant Shares on the basis of the number of shares owned by each such
holder and (iv) fourth, other securities requested to be included in such
registration.
(d) Priority on Secondary Registrations. If a Piggyback Registration
relates to an underwritten public offering of equity securities by holders of
the Company's securities and the managing underwriters advise the Company in
writing that in their opinion the number of securities requested to be included
in such registration exceeds the number which can be sold in an orderly manner
in such offering within a price range acceptable to the holders initially
requesting such registration, the Company will include in such registration (i)
first, the Issued Warrant Shares, (ii) second, the securities requested to be
included therein by the holders requesting such registration, (iii) third, the
Underlying Common Stock and Warrant Shares requested to be included in such
registration, pro rata among the holders of such Underlying Common Stock and
Warrant Shares on the basis of the number of shares owned by each such holder
and (iv) fourth, other securities requested to be included in such registration.
3. Registration Procedures. Whenever the holders of Underlying Common
Stock, Warrants or Warrant Shares have requested that any Underlying Common
Stock or Warrant Shares be registered pursuant to this Agreement, the Company
will use its best efforts consistent with legal requirements and, in the case of
an offering by the Company, prevailing market conditions, to effect the
registration and the sale of such Underlying Common Stock and/or Warrant Shares,
as applicable, in accordance with the intended method of distribution thereof
and will as expeditiously as possible:
(i) prepare and file with the Commission a registration statement with
respect to such Underlying Common Stock and/or Warrant Shares, as applicable,
and use its best efforts to cause such registration statement to become
effective, provided that before filing a registration statement or prospectus or
any amendments or supplements thereto, the Company will furnish to the selling
shareholders' counsel selected by the holders of a majority of an aggregate of
the Underlying Common Stock and Warrant Shares covered by such registration
statement in the case of a Piggyback Registration and to counsel selected by the
Demand Registrant in the case of
a Demand Registration copies of all such documents proposed to be filed, which
documents will be subject to the review of such counsel;
(ii) prepare and file with the Commission such amendments and
supplements to such registration statement and the prospectus used in connection
therewith as may be necessary to keep such registration statement effective for
a period of up to six months, and comply with the provisions of the Securities
Act with respect to the disposition of all securities covered by such
registration statement during such period in accordance with the intended
methods of distribution by the sellers thereof set forth in such registration
statement;
(iii) furnish to each seller of Underlying Common Stock and Warrant
Shares, as applicable, such number of copies of such registration statement,
each amendment and supplement thereto, the prospectus included in such
registration statement (including each preliminary prospectus) and such other
documents as such seller may reasonably request in order to facilitate the
disposition of the Underlying Common Stock and/or Warrant Shares, as applicable,
owned by such seller;
(iv) use its best efforts to register or qualify such Underlying
Common Stock and/or Warrant Shares, as applicable, under such other securities
or blue sky laws of such jurisdictions as any seller reasonably requests and do
any and all other acts and things which may be reasonably necessary or advisable
to enable such seller to consummate the disposition in such jurisdictions of the
Underlying Common Stock and/or Warrant Shares, as applicable, owned by such
seller, provided that Life Company will not be required (i) to qualify generally
to do business in any jurisdiction where it would not otherwise be required to
qualify but for this subparagraph, (ii) to subject itself to taxation in any
such jurisdiction or (iii) to consent to general service of process in any such
jurisdiction;
(v) notify each seller of such Underlying Common Stock and/or Warrant
Shares, as applicable, at any time when a prospectus relating thereto is
required to be delivered under the Securities Act, of the happening of any event
as a result of which the prospectus included in such registration statement
contains an untrue statement of a material fact or omits any fact necessary to
make the statements therein not misleading, and, at the request of any such
seller, the Company will prepare a supplement or amendment to such prospectus so
that, as thereafter delivered to the purchasers of such Underlying Common Stock
and/or Warrant Shares, as applicable, such prospectus will not contain an untrue
statement of a material fact or omit to state any fact necessary to make the
statements therein not misleading;

(vi) cause all such Underlying Common Stock and/or Warrant Shares, as
applicable, to be listed for trading on each securities exchange on which
similar securities issued by the Company are then listed and to be qualified for
trading on each system on which similar securities issued by the Company are
from time to time qualified;
(vii) provide a transfer agent and registrar for all such Underlying
Common Stock and/or Warrant Shares, as applicable, not later than the effective
date of such registration statement and thereafter maintain such a transfer
agent and registrar;
(viii) enter into such customary agreements (including underwriting
agreements in customary form) and take all such other actions as the holders of
a majority of the aggregate of the shares of Underlying Common Stock and Warrant
Shares being sold or the underwriters, if any, reasonably request in order to
expedite or facilitate the disposition of such Underlying Common Stock and/or
Warrant Shares, as applicable;
(ix) make available for inspection by any underwriter participating in
any disposition pursuant to such registration statement and any attorney,
accountant or other agent retained by any such underwriter, all financial and
other records, pertinent corporate documents and properties of the Company, and
cause the Company's officers, directors, employees and independent accountants
to supply all information reasonably requested by any such underwriter,
attorney, accountant or agent in connection with such registration statement;
(x) otherwise use its best efforts to comply with all applicable rules
and regulations of the Commission, and make available to its security holders,
as soon as reasonably practicable, an earnings statement covering the period of
at least twelve months beginning with the first day of the Company's first full
calendar quarter after the effective date of the registration statement, which
earnings statement shall satisfy the provisions of Section 11(a) of the
Securities Act and Rule 158 thereunder;
(xi) permit any holder of Underlying Common Stock and/or Warrant
Shares, as applicable, which might be deemed, in the sole and exclusive judgment
of such holder, to be an underwriter or a controlling person of the Company, to
participate in the preparation of such registration or comparable statement and
to require the insertion therein of material, furnished to the Company in
writing, which in the reasonable judgment of such holder and its counsel should
be included; and
(xii) in the event of the issuance of any stop order suspending the
effectiveness of a registration statement, or of any order suspending or
preventing the use of any related prospectus or suspending the qualification of
any Underlying Common Stock and/or Warrant Shares, as applicable, included in
such registration statement for sale in any jurisdiction, the Company will use
its reasonable best efforts promptly to obtain the withdrawal of such order.
If any such registration or comparable statement refers to any holder by name or
otherwise as the holder of any securities of the Company and if, in its sole and
exclusive judgment, such holder is or might be deemed to be a controlling person
of the Company, such holder shall have the right to require (i) the inclusion in
such registration statement of language, in form and substance reasonably
satisfactory to such holder, to the effect that the holding of such securities
by such holder is not to be construed as a recommendation by such holder of the
investment quality of the Company's securities covered thereby and that such
holding does not imply that such holder will assist in meeting any future
financial requirements of the Company, or (ii) in the event that such reference
to such holder by name or otherwise is not required by the Securities Act or any
similar federal statute then in force, the deletion of the reference to such
holder; provided, that with respect to this clause (ii) such holder shall
furnish to the Company an opinion of counsel to such effect, which opinion and
counsel shall be reasonably satisfactory to the Company.
4.

Registration Expenses.

(a) Definition. The term "Registration Expenses" means all expenses
incident to the Company's performance of or compliance with this Agreement,
including without limitation all registration and filing fees, fees and expenses
of compliance with securities or blue sky laws, printing expenses, messenger and
delivery expenses, fees and expenses of attorneys., accountants and other
experts (and fees and expenses of underwriters and their attorneys and experts,
other than underwriters' discounts and commissions on shares of Underlying
Common Stock and/or Warrant Shares, as applicable), and the fees and expenses of
attorneys for holders of Underlying Common Stock and/or Warrant Shares, as
applicable.
(b) Payment. The Company shall pay the Registration Expenses of the
holders of the Underlying Common Stock and Warrant Shares in connection with two
Demand Registrations by the holders of 66-2/3% of the Underlying Common Stock,
of the holders of the shares of Common Stock issued or issuable upon conversion
of the Series C Preferred Stock in connection with two Demand Registrations (in

addition to Demand Registrations requested by the holders of 66-2/3% of the
Underlying Common Stock), any and all registrations on Forms S-2 and S-3 or any
comparable or successor form or forms pursuant to subparagraph 1(c) and any and
all Piggyback Registrations.
5.

Indemnification.

(a) Indemnification by the Company. The Company agrees to indemnify to
the extent permitted by law, each holder of Underlying Common Stock and each
holder of Warrant Shares, and each of its respective officers, directors,
employees, partners and agents and each person who controls such holder (within
the meaning of the securities act) against all losses, claims, damages,
liabilities and expenses (including reasonable attorney's fees and expenses and
reasonable costs of investigation and any amounts paid in any settlement
effected with the consent of the Company, which consent shall not be
unreasonably withheld) caused by (i) any untrue or alleged untrue statement of
material fact contained in any registration statement, prospectus or preliminary
prospectus or any amendment thereof or supplement thereto, (ii) any omission or
alleged omission of a material fact required to be stated therein or necessary
to make the statements therein not misleading or (iii) any violation by the
Company of any federal or state law, rule or regulation applicable to the
Company and relating to action required or inaction by the Company in connection
with any such registration, except insofar as the same are caused by or
contained in any information furnished in writing to the Company by such holder
expressly for use therein or by such holder's failure to deliver a copy of the
registration statement or prospectus or any amendments or supplements thereto
after the Company has furnished such holder with a sufficient number of copies
of the same. In connection with an underwritten offering, the Company will
indemnify such underwriters, their officers and directors and each person who
controls such underwriters (within the meaning of the securities act) to the
same extent as provided above with respect to the indemnification of the holders
of Underlying Common Stock and/or Warrant Shares, as applicable.
(b) Indemnification by Holders. In connection with any registration
statement in which a holder of Underlying Common Stock and/or Warrant Shares, as
applicable, is participating, each such holder will furnish to the Company in
writing such information and affidavits as the Company reasonably requests for
use in connection with any such registration statement or prospectus and, to the
extent permitted by law, will severally but not jointly
indemnify the Company, its directors and officers and each person who controls
the Company (within the meaning of the securities act) against any losses,
claims, damages, liabilities and expenses resulting from any untrue or alleged
untrue statement of material fact contained in the registration statement,
prospectus or preliminary prospectus or any amendment thereof or supplement
thereto or any omission or alleged omission of a material fact required to be
stated therein or necessary to make the statements therein not misleading, but
only to the extent that such untrue statement or omission is contained in any
information or affidavit so furnished in writing by such holder expressly for
use in any registration statement or prospectus relating to such registration or
should have been contained in any information or affidavit so furnished in
writing by such holder; provided, that the obligation to indemnify will be
individual to each holder and will be limited to the net amount of proceeds
received by such holder from the sale of Underlying Common Stock and/or Warrant
Shares, as applicable, pursuant to such registration statement.
(c) Notice: Defense of Claims. Any person entitled to indemnification
hereunder will (i) give prompt written notice to the indemnifying party of any
claim with respect to which it seeks indemnification and (ii) unless in such
indemnified party's reasonable judgment a conflict of interest between such
indemnified and indemnifying parties may exist with respect to such claim,
permit such indemnifying party to assume the defense of such claim with counsel
reasonably satisfactory to the indemnified party. If such defense is assumed,
the indemnifying party will not be subject to any liability for any settlement
made by the indemnified party without its consent (but such consent will not be
unreasonably withheld). An indemnifying party who is not entitled to, or elects
not to, assume the defense of a claim will not be obligated to pay the fees and
expenses of more than one counsel for all parties indemnified by such
indemnifying party with respect to such claim, unless in the reasonable judgment
of any indemnified party a conflict of interest may exist between such
indemnified party and any other of such indemnified parties with respect to such
claim.
(d) Survival: Contribution. The indemnification provided for under
this agreement will remain in full force and effect regardless of any
investigation made by or on behalf of the indemnified party or any officer,
director or controlling person of such indemnified party and will survive the
transfer of securities. Subject to the limitations and conditions of this
paragraph 5, the Company also agrees to make such provisions as are reasonably
requested by any indemnified party for contribution to such party in the event
the Company's indemnification provided herein is unavailable for any reason.
6. Participation in Underwritten Registrations. No Person may participate
in any registration hereunder that is underwritten unless such Person (i) agrees

to sell such Person's securities on the basis provided in any underwriting
arrangements approved by the Person or Persons entitled hereunder to approve
such arrangements, and (ii) completes and executes all questionnaires, powers of
attorney, indemnities, underwriting agreements and other documents required
under the terms of such underwriting arrangements; provided, that no holder of
Underlying Common Stock or Warrant Shares included in any underwritten
registration shall be required to make any representations or warranties to the
Company or the underwriters other than representations and warranties regarding
such holder and such holder's intended method of distribution and a statement to
the effect that nothing has come to the attention of such holder that would lead
such holder to believe that the registration statement or the prospectus
included
therein contained any untrue statement of a material fact or omitted to state a
material fact required to be stated therein in order to make the statements
contained therein, in light of the circumstances under which they were made, not
misleading.
7.

Miscellaneous.

(a) No inconsistent agreements. The Company will not hereafter enter
into any agreement with respect to its securities which is inconsistent with or
violates the rights granted to the holders of Underlying Common Stock, Warrants
or Warrant Shares in this Agreement.
(b) Adjustments Affecting Underlying Common Stock. The Company will
not take any action, or permit any change to occur, with respect to its
securities for the purpose of materially and adversely affecting the ability of
the holders of Underlying Common Stock or Warrants or Warrant Shares to include
such Underlying Common Stock or Warrant Shares in a registration undertaken
pursuant to this Agreement or materially and adversely affecting the
marketability of such Underlying Common Stock or Warrant Shares in any such
registration (including, without limitation, effecting a stock split or a
combination of shares), provided that this subparagraph (b) shall not apply to
actions or changes with respect to the Company's business, earnings or revenues
where the effect of such actions or changes on the Underlying Common Stock and
Warrant Shares is merely incidental.
(c) Notices. All notices, demands or other communications to be given
or delivered under or by reason of the provisions of this Agreement will be in
writing and will be deemed to have been given when delivered personally or by
telex, facsimile transmission, telegram or overnight delivery service, or 72
hours after having been mailed by certified or registered mail, return receipt
requested and postage prepaid, to the recipient. Such notices, demands and other
communications will be sent to each party at the address indicated below:
If to the Company:

Monitronics International, Inc.
12801 Stemmons Freeway
Suite 821
Dallas, Texas 75234
Facsimile: (214) 484-1393
Attn: James R. Hull

with a copy to:

Glast, Phillips & Murray
2200 One Galleria Tower
13355 Noel Road LB48
Dallas, TX 75240
Facsimile: (214) 419-8329
Attn: Michael Parsons

and to Preferred Holders, to the addresses set forth on the Schedule of
Preferred Holders,.
with a copy to:

Hughes & Luce, L.L.P.
111 Congress Avenue
Suite 900
Austin, Texas 78701
Facsimile: (512) 482-6859
Attn: William R. Volk

with a copy to:

Skadden, Arps, Slate, Meagher & Flom LLP
919 Third Avenue
New York, NY 10022
Facsimile: (212) 735-2000
Attn: Howard L. Ellin

and to the Warrant Holders, to the addresses set forth on the Schedule of
Warrant Holders,
with a copy to:

Testa, Hurwitz & Thibeault, LLP
125 High Street
Boston, Massachusetts 02110

Facsimile: (617) 248-7100
Attn: Andrew E. Taylor, Jr.
or to such other address or to the attention of such other Person as the
recipient party has specified by prior written notice to the sending party.
(d) Remedies. Any Person having rights under any provision of this
Agreement will be entitled to enforce such rights specifically to recover
damages caused by reason of any breach of any provision of this Agreement and to
exercise all other rights granted by law. The parties hereto agree and
acknowledge that money damages may not be an adequate remedy for any breach of
the provisions of this Agreement and that any party may in its sole discretion
apply to any court of law or equity of competent jurisdiction (without posting
any bond or other security) for specific performance and for other injunctive
relief in order to enforce or prevent violation of the provisions of this
Agreement.
(e) Amendments and Waivers. Except as otherwise provided herein, no
amendment, modification, termination or cancellation of this Agreement shall be
effective unless made in writing signed by the Company and the holders of a
majority of the then outstanding shares of Underlying Common Stock and, in the
case of any amendment, modification, termination or cancellation which adversely
affects the rights or interests of any holder or holders of Warrants or Warrant
Shares hereunder, the holders of at least 662/3% of the Common Stock issued and
issuable upon exercise of the Warrants, and, in the case of any amendment,
modification, termination or cancellation that adversely affects the rights or
interests of any holder or holders of Series C Preferred Stock hereunder, the
holders of at least 662/3% of the Shares of Common Stock issued or issuable upon
the conversion of the Series C Preferred Stock~
(f) Successors and Assigns. The rights of the parties under this
Agreement shall inure to the benefit of, and this Agreement shall be binding
upon, the successors and assigns of
the parties hereto. In addition, whether or not any express assignment has been
made, the provisions of this Agreement which are (i) for the benefit of the
Purchasers or holders of Underlying Common Stock are also for the benefit of,
and enforceable by, any subsequent holder of Underlying Common Stock, and (ii)
for the benefit of the holders of Warrants and Warrant Shares are also for the
benefit of, and enforceable by, any subsequent holder of Warrants or Warrant
Shares.
(g) Severability. If any provision of this Agreement shall be held to
be illegal, invalid or unenforceable under any applicable law, then such
contravention or invalidity shall not invalidate the entire Agreement. Such
provision shall be deemed to be modified to the extent necessary to render it
legal, valid and enforceable, and if no such modification shall render it legal,
valid and enforceable, then this Agreement shall be construed as if not
containing the provision held to be invalid, and the rights and obligations of
the parties shall be construed and enforced accordingly.
(h) Complete Agreement. This Agreement, those documents expressly
referred to herein, and other documents of even date herewith embody the
complete agreement and understanding among the parties and supersede and preempt
any prior understandings, agreements or representations by or among the parties,
written or oral, which may have related to the subject matter hereof in any way.
(i) Descriptive Headings. The descriptive headings of this Agreement
are inserted for convenience only and do not constitute a part of this
Agreement.
(j) Governing Law. The construction, validity and interpretation of
this Agreement will be governed by and construed in accordance with the domestic
laws of the State of Texas, without giving effect to any choice of law or
conflict of law provision or rule (whether of the State of Texas or any other
jurisdiction) that would cause the application of the laws of any jurisdiction
other than the State of Texas.
(k) Further Assurances. Each party to this Agreement hereby covenants
and agrees, without the necessity of any further consideration, to execute and
deliver any and all such further documents and take any and all such other
actions as may be necessary or appropriate to carry out the intent and purposes
of this Agreement and to consummate the transactions contemplated hereby.
(l) Counterparts. This Agreement may be executed in any number of
counterparts and by different parties hereto in separate counterparts, with the
same effect as if all parties had signed the same document. All such
counterparts shall be deemed an original, shall be construed together and shall
constitute one and the same instrument.
(m) Reporting. When it is first legally required to do so, the Company
shall register its Common Stock under Section 12 of the Exchange Act and shall
keep effective such registration and timely file such information, documents and
reports as the Commission may require or prescribe under Section 13 of the

Exchange Act. From and after the effective date of the first registration
statement filed by the Company under the Securities Act, the Company shall
(whether or not it shall then be required to do so) timely file such
information, documents and
reports that a corporation, partnership or other entity subject to Section 13 or
15(d) (whichever is applicable) of the Exchange Act is required to file.
Immediately upon becoming subject to the reporting requirements of either
Section 13 or 15(d) of the Exchange Act, the Company shall promptly upon request
furnish any holder of Underlying Common Stock or Warrant Shares (i) a written
statement by the Company that it has complied with such reporting requirements,
(ii) a copy of the most recent annual or quarterly report of the Company, and
(iii) such other reports and documents filed by the Company with the Commission
as such holder may reasonably request in availing itself of an exemption for the
sale of Underlying Common Stock and Warrant Shares without registration under
the Securities Act. The Company acknowledges and agrees that the purposes of the
requirements contained in this paragraph 7(m) are to enable any such holder to
comply with the current public information requirement contained in paragraph
(c) of Rule 144 under the Securities Act, should such holder ever wish to
dispose of any of the securities of the Company acquired by it without
registration under the Securities Act in reliance upon Rule 144 (or any other
similar exemptive provision), and to qualify the Company for the use of
registration statements on Form S-3. In addition, the Company shall take such
other measures and file such other information, documents and reports, as shall
hereafter be required by the Commission as a condition to the availability of
Rule 144 under the Securities Act (or any similar exemptive provision hereafter
in effect) and the use of Form S-3. The Company also covenants to use its
reasonable best efforts, to the extent that it is reasonably within its power to
do so, to qualify for the use of Form S-3.
(n) Termination. This Agreement shall terminate on the later to occur
of (i) June 30, 2006 and (ii) the date on which Windward owns less than 1% of
the Common Stock on a fully diluted basis, except that paragraph 5 and paragraph
7(m) shall continue in effect for so long as any shares of Underlying Common
Stock or Warrants or Warrant Shares remain outstanding.
* * *
IN WITNESS WHEREOF, the parties hereto have executed this Agreement as of
the date first written above.
COMPANY:
Monitronics International, Inc.
By:
-----------------------------------James R. Hull,
President
PURCHASERS:
Austin Ventures III-A, L.P.
By AV Partners III, L.P.,
Its General Partner
By:
-----------------------------------Blaine F. Wesner,
Authorized Signatory
Austin Ventures Ill-B, L.P.
By AV Partners III, L.P.,
Its General Partner
By:
-----------------------------------Blaine F. Wesner,
Authorized Signatory
Austin Ventures V, L.P.

By AV Partners V, L.P.,
Its General Partner
By:
-----------------------------------Blaine F. Wesner,
General Partner
Austin Ventures V Affiliates Fund, L.P.

By AV Partners V, L.P.,
Its General Partner
By:
-----------------------------------Blaine F. Wesner,
General Partner
Capital Resource Lenders II, L.P.
By Capital Resource Partners II, L.P.
Its General Partner
By:
-----------------------------------Stephen M. Jenks,
General Partner
Windward Capital Partners II, L.P.
By: Windward Capital GP II, LLC,
Its General Partner
By:
-----------------------------------Peter S. Macdonald,
Managing Member
Windward Capital LP II, LLC
By:
-----------------------------------Peter S. Macdonald,
Managing Member
SCHEDULE OF PREFERRED HOLDERS
Austin Ventures Ill-A, L.P.
Austin Ventures 111-B, L.P.
Austin Ventures V, L.P.
Austin Ventures V Affiliates Fund, L.P.
114 West 7th Street
Suite 1300
Austin, Texas 78701
Facsimile: (512) 476-3952
Attn: Blaine Wesner
Capital Resource Lenders II, L.P.
do Capital Resource Partners
85 Memmac Street
Suite 200
Boston, Massachusetts 02114
Facsimile: (617) 723-9819
Attn: Stephen M. Jenks
Windward Capital Partners II, L.P.
Windward Capital II L.P., LLC
1177 Avenue of the Americas
42nd Floor
New York, NY 10036
Fax: (212)382-6534

Attn: Peter S. Macdonald
SCHEDULE OF WARRANT HOLDERS
Capital Resource Lenders II, L.P.
do Capital Resource Partners
85 Merrimac Street
Suite 200
Boston, Massachusetts 02114
Facsimile: (617) 723-9819
Attn: Stephen M. Jenks
Austin Ventures Ill-A, L.P.
Austin Ventures Ill-B, L.P.
Austin Ventures V, L.P.
Austin Ventures V Affiliates Fund, L.P.
114 West 7th Street
Suite 1300
Austin, Texas 78701
Facsimile: (512) 476-3952
Attn: Blaine Wesner
EXHIBIT H
FIFTH AMENDMENT AGREEMENT
See attached.
FIFTH AMENDMENT AGREEMENT
This Fifth Amendment Agreement (the "Agreement") is executed and entered
into effective as of March , 1999 by and among Monitronics International, Inc.,
a Texas corporation (the "Company"), the holders (the "Security Holders") of
certain obligations and securities of the Company whose names appear on the
signature pages to this Agreement, and the Lenders (the "Lenders") to the
Company under various loan agreements whose names appear on the signature pages
to this Agreement.
RECITALS:
The Company and certain of the Security Holders are parties to, among other
agreements, the following agreements (collectively, the "Existing Security
Holder Agreements"): (i) Preferred Stock Subordination Agreement, dated as of
May 10, 1996, as amended by that certain Amendment Agreement dated as of
November 22, 1996 (the "First Amendment Agreement"), that certain Second
Amendment Agreement dated as of May 19, 1997 (the "Second Amendment Agreement"),
that certain Transfer, Assignment and Assumption Agreement and Third Amendment
Agreement dated as of January 1, 1998 (the "Third Amendment Agreement"), and
that certain Transfer, Assignment and Assumption Agreement and Fourth Amendment
Agreement dated as of July 22, 1998 (the "Fourth Amendment Agreement," and
collectively with the First Amendment Agreement, the Second Amendment Agreement
and the Third Amendment Agreement, the "Previous Amendment Agreements") (as so
amended, the "Preferred Subordination Agreement"); (ii) Amended and Restated
Co-Sale Agreement, dated May 10, 1996, as amended by the Previous Amendment
Agreements (as so amended, the "Hull Co-Sale Agreement") among the Company, CRL,
Austin Ventures and James R. Hull ("Hull"); and (iii) Amended and Restated
Co-Sale Agreement, dated May 10, 1996, as amended by the Previous Amendment
Agreements (as so amended, the "Sherman Co-Sale Agreement") among the Company,
CRL, Austin Ventures and Robert N. Sherman.
The Company, the Lenders and the Security Holders are parties to, among
other agreements, The Third Amended and Restated Affiliate Subordination
Agreement, dated as of January 13, 1999 (as amended, the "Subordination
Agreement").
The Company and certain of the Security Holders have entered into a Series
C Preferred Stock Purchase Agreement, dated as of February 22, 1999 (the "Series
C Purchase Agreement"), providing, among other things, for the purchase by
certain Security Holders of 1,409,375 shares of Series C Preferred Stock of the
Company (the "Purchasers"). Terms defined in the Series C Purchase Agreement or
in the Articles of Incorporation of the Company, as amended (the "Articles of
Incorporation"), and not otherwise defined herein are used herein with the same
meanings as defined in the Series C Purchase Agreement or in the Articles of
Incorporation, as applicable.
As a result of the transactions contemplated by the Series C Purchase
Agreement, the parties hereto desire to amend the Existing Security Holder
Agreements and the Subordination Agreement.
In consideration of the premises and the agreements herein contained, and
intending to be bound hereby, the parties hereby agree as follows:

2. Addition of Purchasers as Parties to the Existing Security Holder
Agreements and Subordination Agreement. The parties to this Agreement hereby
consent to and approve of the addition of the Purchasers as parties to the
Preferred Subordination Agreement, the Hull Co-Sale Agreement, the Sherman
Co-Sale Agreement and the Subordination Agreement, and acknowledge and agree
that such Purchasers shall be bound by all of the terms and conditions of such
agreements, as amended hereby and as from time to time in effect, and that such
terms and conditions shall inure to the benefit of the Purchasers; provided,
however, that Section 7 of the Subordination Agreement will be modified in a
manner reasonably satisfactory to Windward and the Lenders. Notwithstanding the
foregoing, Windward may transfer and sell shares of Series C Preferred Stock to
Bear, Stearns & Co., Inc. or one or more of its affiliates, as the case may be
(collectively, "Bear"), without any restriction under paragraph IA of the Hull
Co-Sale Agreement or the Sherman Co-Sale Agreement or the Subordination
Agreement. In the event Windward transfers Series C Preferred Stock to Bear,
Bear shall be deemed a Purchaser for purposes of this Agreement and shall be
bound by all of the terms and conditions of this Agreement, and prior to
registration of any such transfer on the books of the Company, Bear shall
execute an agreement with the parties hereto agreeing to be bound hereby.
3. Amendments to Existing Security Holder Agreements and Subordination
Agreement.
(a) That the Preferred Subordination Agreement shall be amended by amending
the definitions of the terms "Notes," "Preferred Stock" and "Purchase Agreement"
to read in their entirety as follows:
"Notes" shall mean the 12.0% Senior Subordinated Notes due June
30, 2006 issued by the Company pursuant to the Purchase Agreement, and
any notes issued in exchange therefor or in replacement thereof, as
the same may be amended, modified or supplemented from time to time.
"Preferred Stock" shall mean the Company's preferred stock, $.01
par value per share, as authorized by the Company's Articles of
Incorporation as filed and in effect on March , 1999, and as the same
-may be amended from time to time.
"Purchase Agreement" shall mean the Senior Subordinated Note and
Warrant Purchase Agreement dated as of May 10, 1996 by and among the
Company and the Purchasers, as supplemented and modified by (i) the
Senior Subordinated Note and Warrant Purchase Agreement dated as of
November 22, 1996 and (ii) the Senior Subordinated Note and Warrant
Purchase Agreement dated as of May 19, 1997, as amended by that
certain Amendment dated as of March 13, 1998 and that certain Second
Amendment dated as of January 13, 1999, and as such agreement may be
further amended, modified or supplemented from time to time.
(b) That (i) all references to "Underlying Common Stock" in the Hull Co
Sale Agreement and the Sherman Co-Sale Agreement shall be deemed to include the
shares of Common Stock issued or issuable upon conversion of the Series C
Preferred Stock, (ii) all references to "Purchasers" in the Hull Co Sale
Agreement and the Sherman Co-Sale Agreement shall be deemed to include the
Purchasers, and (iii) all references to "Preferred Stock" in the Hull Co Sale
Agreement and the Sherman Co-Sale Agreement shall be deemed to include the
Series C Preferred Stock.
(c) That the Subordination Agreement is amended to include each of the
Purchasers as a "Subordinated Creditor" thereunder.
(d) That each of the Hull Co-Sale Agreement and the Sherman Co-Sale
Agreement shall be amended so that paragraph 3B(a) of each such agreement is
hereby deleted in its entirety and replaced by the following:
"This Agreement shall terminate upon the earlier to occur of (i)(A)
the written agreement of the holders of at least 66 2/3% of the Series C
Preferred Stock, (B) the holders of at least 66 2/3% of the Underlying
Common Stock then outstanding and (C) the holders of at least 66 2/3% of
the Common Stock issued and issuable upon exercise of the Warrants, (ii)
the acquisition by a single purchaser of all of the issued and outstanding
shares of the Common Stock, Series C Preferred Stock, Warrants, Warrant
Shares and the Underlying Common Stock or (iii) the closing of a Qualified
Public Offering (as defined in the Series C Purchase Agreement)."
4.

Miscellaneous.

(a) Effect. Except as amended hereby, the Existing Security Holder
Agreements and the Subordination Agreement shall remain in full force and
effect.
(b) Descriptive Headings. The descriptive headings in this Agreement are
inserted for convenience only and do not constitute a part of this Agreement.

(c) Consents. Subject to compliance by the Purchasers with the terms of
this Agreement, each of the parties hereto (I) consents to the issuance of the
Shares of Series C Preferred Stock to the Purchasers pursuant to the terms of
the Series C Purchase Agreement and the adoption of the Articles of Amendment,
and (ii) agrees that such issuance and adoption will not constitute a breach or
default under any of the Series A Purchase Agreement, the Series B Purchase
Agreement, the Note Agreement or the Credit Agreement.
(d) Governing Law. The construction, validity and interpretation of this
Agreement will be governed by and construed in accordance with the domestic laws
of the State of Texas without giving effect to any choice of law or conflict of
law provision or rule (whether of the
State of Texas or any other jurisdiction) that would cause the application
of the laws of any jurisdiction other than the State of Texas.
(e) Counterparts. This Agreement may be executed in any number of
counterparts, all of which taken together shall constitute one and the same
instrument, and each of the parties hereto may execute this Agreement by signing
any such counterpart. Facsimile signatures shall be accepted for all purposes as
original signatures.
IN WITNESS WHEREOF, this Fifth Amendment Agreement has been executed by the
parties hereto as of the day and year first above set forth.
COMPANY:
Monitronics International, Inc.
By:
-----------------------------------James R. Hull, President
SECURITY HOLDERS:
Austin Ventures III-A, L.P.
By: AV Partners III, L.P.,
Its General Partner
By:
-----------------------------------Blaine F. Wesner,
Authorized Signatory
Austin Ventures 111-B, L.P.
By: AV Partners III, L.P.,
Its General Partner
By:
-----------------------------------Blaine F. Wesner,
Authorized Signatory
Austin Ventures V, L.P.
By: AV Partners V, L.P.,
Its General Partner
By:
-----------------------------------Blaine F. Wesner,
General Partner
Austin Ventures V Affiliates Fund, L.P.
By: AV Partners V, L.P.,
Its General Partner

By:
-----------------------------------Blaine F. Wesner,
General Partner
Capital Resource Lenders II, L.P.
By Capital Resource Partners II, L.P.
Its General Partner
By:
-----------------------------------Stephen M. Jenks,
General Partner
Hull Family Limited Partnership
By: James R. Hull Management Trust
Its General Partner
By:
-----------------------------------James R. Hull, Trustee
-----------------------------------Robert N. Sherman

Exhibit 10.20
AMENDMENT AGREEMENT
This Amendment Agreement (the "Agreement") is executed and entered into on
November 22, 1996 by and among Monitronics International, Inc., a Texas
corporation (the "Company"), and the holders (the "Security Holders") of certain
obligations and securities of the Company whose names appear on the signature
pages to this Agreement.
RECITALS:
WHEREAS, the Company and certain of the Security Holders are parties to the
following agreements (collectively, the "Existing Agreements"): (i) Preferred
Stock Subordination Agreement, dated as of May 10, 1996 (the "Preferred
Subordination Agreement"), by and among the Company, Capital Resource Lenders
II, L.P., a Delaware limited partnership ("CRL II"), Austin Ventures III-A,
L.P., a Delaware limited partnership ("Austin III-A"), and Austin Ventures
III-B, L.P., a Delaware limited partnership ("Austin III-B" and together with
Austin IIIA "Austin Ventures"); (ii) Stock Purchase Agreement, dated as of
October 21, 1994, as amended by Amendment to Stock Purchase Agreement, dated
November 10, 1994 and Amendment No. 2 to Stock Purchase Agreement, dated May 10,
1996 (as so amended, the "Stock Purchase -Agreement"), by and among the Company
and Austin Ventures; (iii) Amended and Restated Shareholders Agreement, dated as
of May 10, 1996 (the "Shareholders Agreement"), by and among the Company, Austin
Ventures, CRL II, James R. Hull ("Hull") and Robert N. Sherman ("Sherman"); (iv)
Amended and Restated Registration Agreement, dated as of May 10, 1996 (the
"Registration Agreement"), among the Company, CRL H and Austin Ventures; (v)
Amended and Restated Co-Sale Agreement, dated as of May 10, 1996 (the "Hull
Co-Sale Agreement"), among the Company, CRL II, Austin Ventures and Hull; (vi)
Amended and Restated Co-Sale Agreement, dated May 10, 1996 (the "Sherman Co-Sale
Agreement") among the Company, CRL II, Austin Ventures and Sherman; and (vii)
Amended and Restated Affiliate Registration Agreement, dated May 10, 1996 (the
"Affiliate Registration Agreement"), between the Company and Hull;
WHEREAS, the Company, CRL II and Austin Ventures have previously entered
into a Senior Subordinated Note and Warrant Purchase Agreement, dated as of May
10, 1996 (the "Original Note Agreement"), pursuant to which the Company issued
and sold to CRL II and Austin Ventures (i) 12.0% Senior Subordinated Notes, due
June 30, 2003, in the original aggregate principal amount of $7,000,000 and (ii)
Common Stock Purchase Warrants for the purchase (subject to adjustment as
provided therein) of an aggregate of 319,274 shares of the Company's Class A
Common Stock, $.0l par value per share;
WHEREAS, as a supplement to the Original Note Agreement, the Company
desires to enter into a new Senior Subordinated Note and Warrant Purchase
Agreement dated as of the date hereof (the "New Note and Warrant Agreement")
with CRL II and Austin Ventures, pursuant to which the Company will issue and
sell (i) an additional 12.0% Senior Subordinated Note, due June 30, 2003, in the
original aggregate principal amount of $3,000,000 (the "Additional Note") to CRL
II and (ii) additional Common Stock Purchase Warrants (the "Additional
Warrants") to CRL II and Austin Ventures for the purchase of 147,927 shares (the
"Additional Warrant Shares") of the company's Class A Common Stock, $.01 par
value per share;
WHEREAS, the Company desires to enter into a Second Amendment, dated the
date hereof (the "Second Amendment"), to that certain Revolving Credit and Term
Loan Agreement, dated
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May 10, 1996, as amended by First Amendment to Revolving Credit and Term Loan
Agreement dated as of July 26, 1996, with State Street Bank and Trust Company,
Heller Financial, Inc. and The Provident Bank (the "Loan Agreement"); and
WHEREAS, as a result of the transactions contemplated by the New Note and
Warrant Agreement, the parties hereto desire to amend the Existing Agreements.
NOW THEREFORE, in consideration of the premises and the agreements herein
contained, and intending to be bound hereby, the parties hereby agree as
follows:
1.

Amendments to Existing Agreements.

(a) All references to the term "Notes" in the Preferred Subordination
Agreement and the Stock Purchase Agreement shall be deemed to include the
"Additional Note" (as such term is defined herein).
(b) All references to the term "Warrants" in the Shareholders
Agreement, the Registration Agreement, the Hull Co-Sale Agreement, the Sherman
Co-Sale Agreement and the Affiliate Registration Agreement shall be deemed to

include the "Additional Warrants" (as such term is defined herein).
(c) All references to the term "Mezzanine Warrants" in the Stock
Purchase Agreement shall be deemed to include the "Additional Warrants" (as such
term is defined herein).
(d) All references to the term "Warrant Shares" in the Shareholders
Agreement, the Registration Agreement, the Hull Co-Sale Agreement, the Sherman
Co-Sale Agreement and the Affiliate Registration Agreement shall be deemed to
include the "Additional Warrant Shares" (as such term is defined herein).
(e) All references to the term "Mezzanine Warrant Shares" in the Stock
Purchase Agreement shall be deemed to include the "Additional Warrant Shares"
(as such term is defined herein).
(f) All references to the term "Note Agreement" in the Stock Purchase
Agreement, the Shareholders Agreement, the Registration Agreement, the Hull
Co-Sale Agreement, the Sherman Co-Sale Agreement and the Affiliate Registration
Agreement shall, as applicable, be deemed to include the "New Note and Warrant
Agreement" (as such term is defined herein).
(g) All references to the term "Purchase Agreement" in the Preferred
Subordination Agreement shall, as applicable, be deemed to include the "New Note
and Warrant Agreement" (as such term is defined herein).
(h) All references to the term "Purchase Agreement" in the
Shareholders Agreement, the Registration Agreement, the Hull Co-Sale Agreement,
the Sherman Co-Sale Agreement and the Affiliate Registration Agreement shall be
deemed to mean and include the Stock Purchase Agreement as amended by and
through the date hereof (as such term is defined herein).
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2. Acknowledgement. Austin Ventures hereby acknowledges that the New Note
and Warrant Agreement is a supplement to the Original Note Agreement and that,
in accordance with the Articles of Incorporation of the Company, as amended (the
"Articles of Incorporation"), there will be no adjustment to the Series A
Conversion Price (as such term is defined in the Articles of Incorporation)
pursuant to paragraph 5D(iv) of the Articles of Incorporation as a result of the
issuance by the Company of the Additional Warrants and the Additional Warrant
Shares.
3. Miscellaneous.
(a) Effect. Except as amended hereby, the Existing Agreements shall
remain in full force and effect.
(b) Descriptive Headings. The descriptive headings in this Agreement
are inserted for convenience only and do not constitute a part of this
Agreement.
(c) Governing Law. The construction, validity and interpretation of
this Agreement will be governed by and construed in accordance with the domestic
laws of the State of Texas without giving effect to any choice of law or
conflict of law provision or rule (whether of the State of Texas or any other
jurisdiction) that would cause the application of the laws of any jurisdiction
other than the State of Texas.
(d) Counterparts. This Agreement may be executed in any number of
counterparts, all of which taken together shall constitute one and the same
instrument, and each of the parties hereto may execute this Agreement by signing
any such counterpart.
[REMAINDER OF PAGE INTENTIONALLY LEFT BLANK]
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IN WITNESS WHEREOF, this Amendment Agreement has been executed by the
parties hereto as of the day and year first above set forth.
COMPANY:
MONITRONICS INTERNATIONAL, INC.
By: /s/ James R. Hull
------------------------------------James R. Hull
President
SECURITY HOLDERS:

AUSTIN VENTURES III-A, L.P.
By: AV Partners III, L.P.,
Its General Partner
By:
------------------------------------Blaine F. Wesner,
Authorized Signatory
AUSTIN VENTURES III-B, L.P.
By: AV Partners III, L.P.,
Its General Partner
By:
------------------------------------Blaine F. Wesner,
Authorized Signatory
CAPITAL RESOURCE LENDERS II, L.P.
By: Capital Resource Partners II, L.P.
Its General Partner
By:
------------------------------------General Partner
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IN WITNESS WHEREOF, this Amendment Agreement has been executed by the
parties hereto as of the day and year first above set forth.
COMPANY:
MONITRONICS INTERNATIONAL, INC.
By:
------------------------------------James R. Hull
President
SECURITY HOLDERS:
AUSTIN VENTURES III-A, L.P.
By: AV Partners III, L.P.,
Its General Partner
By: /s/ Blaine F. Wesner
------------------------------------Blaine F. Wesner,
Authorized Signatory
AUSTIN VENTURES III-B, L.P.
By: AV Partners III, L.P.,
Its General Partner
By: /s/ Blaine F. Wesner
------------------------------------Blaine F. Wesner,
Authorized Signatory
CAPITAL RESOURCE LENDERS II, L.P.

By: Capital Resource Partners II, L.P.
Its General Partner
By:
------------------------------------General Partner
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IN WITNESS WHEREOF, this Amendment Agreement has been executed by the
parties hereto as of the day and year first above set forth.
COMPANY:
MONITRONICS INTERNATIONAL, INC.
By:
------------------------------------James R. Hull
President
SECURITY HOLDERS:
AUSTIN VENTURES III-A, L.P.
By: AV Partners III, L.P.,
Its General Partner
By:
------------------------------------Blaine F. Wesner,
Authorized Signatory
AUSTIN VENTURES III-B, L.P.
By: AV Partners III, L.P.,
Its General Partner
By:
------------------------------------Blaine F. Wesner,
Authorized Signatory
CAPITAL RESOURCE LENDERS II, L.P.
By: Capital Resource Partners II, L.P.
Its General Partner
By: /s/ illegible signature
------------------------------------General Partner
4
/s/ James R. Hull
------------------------------------James R. Hull
/s/ Robert N. Sherman
------------------------------------Robert N. Sherman

Exhibit 10.21
SECOND AMENDMENT AGREEMENT
This Second Amendment Agreement (the "Agreement") is executed and entered
into on May 19, 1997 by and among Monitronics International, Inc., a Texas
corporation (the "Company"), and the holders (the "Security Holders") of certain
obligations and securities of the Company whose names appear on the signature
pages to this Agreement.
RECITALS:
WHEREAS, the Company and certain of the Security Holders are parties to the
following agreements (collectively, the "Existing Agreements"): (i) Preferred
Stock Subordination Agreement, dated as of May 10, 1996, as amended by that
certain Amendment Agreement dated as of November 22, 1996 by and among the
Company and certain of the Security Holders (the "First Amendment Agreement")
(as so amended, the "Preferred Subordination Agreement"), by and among the
Company, Capital Resource Lenders II, L.P., a Delaware limited partnership ("CRL
II"), Austin Ventures Ill-A, L.P., a Delaware limited partnership ("Austin
Ill-A"), and Austin Ventures Ill-B, L.P., a Delaware limited partnership
("Austin Ill-B" and together with Austin Ill-A "Austin Ventures"); (ii) Stock
Purchase Agreement, dated as of October 21, 1994, as amended by Amendment to
Stock Purchase Agreement, dated November 10, 1994, Amendment No. 2 to Stock
Purchase Agreement, dated May 10, 1996, and by the First Amendment Agreement (as
so amended, the "Stock Purchase Agreement"), by and among the Company and Austin
Ventures; (iii) Amended and Restated Shareholders Agreement, dated as of May 10,
1996, as amended by the First Amendment Agreement (as so amended, the
"Shareholders Agreement"), by and among the Company, Austin Ventures, CRL II,
James R. Hull ("Hull") and Robert N. Sherman ("Sherman"); (iv) Amended and
Restated Registration Agreement, dated as of May 10, 1996, as amended by the
First Amendment Agreement (as so amended, the "Registration Agreement"), among
the Company, CRL II and Austin Ventures; (v) Amended and Restated Co-Sale
Agreement, dated as of May 10, 1996, as amended by the First Amendment Agreement
(as so amended, the "Hull Co-Sale Agreement"), among the Company, CRL II, Austin
Ventures and Hull; (vi) Amended and Restated Co-Sale Agreement, dated May 10,
1996, as amended by the First Amendment Agreement (as so amended, the "Sherman
Co-Sale Agreement") among the Company, CRL II, Austin Ventures and Sherman; and
(vii) Amended and Restated Affiliate Registration Agreement, dated May 10, 1996,
as amended by the First Amendment Agreement (as so amended, the "Affiliate
Registration Agreement"), between the Company and Hull;
WHEREAS, the Company, CRL II and Austin Ventures have previously entered
into a Senior Subordinated Note and Warrant Purchase Agreement, dated as of May
10, 1996, as supplemented and modified by the Senior Subordinated Note and
Warrant Purchase Agreement dated as of November 22, 1996 (the "Original Note
Agreement"), pursuant to which the Company issued and sold to CRL II and Austin
Ventures (i) 12.0% Senior Subordinated Notes, due June 30, 2003, in the original
aggregate principal amount of$ 10,000,000 and (ii) Common Stock Purchase
Warrants for the purchase (subject to adjustment as provided therein) of an
aggregate of 467,201 shares of the Company's Class A Common Stock, $.0l par
value per share;
WHEREAS, as a supplement to the Original Note Agreement, the Company
desires to enter into a new Senior Subordinated Note and Warrant Purchase
Agreement dated as of the date
-2hereof (the "New Note and Warrant Agreement") with CRL II and Austin Ventures,
pursuant to which the Company will issue and sell to CRL 11(i) an additional
12.0% Senior Subordinated Note, due June 30, 2003, in the original aggregate
principal amount of $2,000,000 (the "Additional Note") and (ii) additional
Common Stock Purchase Warrants (the "Additional Warrants") for the purchase
(subject to adjustment as provided therein) of up to an aggregate of 102,556
shares (the "Additional Warrant Shares") of the Company's Class A Common Stock,
$.01 par value per share;
WHEREAS, the Company desires to enter into a Series B Preferred Stock and
Warrant Purchase Agreement dated as of the date hereof (the `Preferred Purchase
Agreement") with CRL II and Austin Ventures V, L.P. ("Austin V"), pursuant to
which the Company will issue and sell to CRL II and Austin V (i) an aggregate of
5,000,000 shares of the Company's Series B Preferred Stock, $.0l par value per
share (the "Series B Stock"), and (ii) Common Stock Purchase Warrants (the
"Preferred Warrants") for the purchase (subject to adjustment as provided
therein) of up to an aggregate of 961,700 shares of the Company's Class A Common
Stock, $.01 par value per share (the "Preferred Warrant Shares"); and
WHEREAS, as a result of the transactions contemplated by the New Note and
Warrant Agreement and the Preferred Purchase Agreement, the parties hereto
desire to amend the Existing Agreements.
NOW THEREFORE, in consideration of the premises and the agreements herein

contained, and intending to be bound hereby, the parties hereby agree as
follows:
1. Addition of Austin V as a party to certain of the Existing Agreements.
The parties to this Agreement hereby consent to and approve of the addition of
Austin V as a party to the Preferred Subordination Agreement, the Shareholders
Agreement, the Registration Agreement, the Hull Co-Sale Agreement and the
Sherman Co-Sale Agreement, and acknowledge and agree that Austin V shall be
bound by all of the terms and conditions of such agreements, as amended hereby
and as from time to time in effect, and that such terms and conditions shall
inure to the benefit of Austin V.
2. Amendments to Existing Agreements.
(a) That all references to the term "Notes" in the Preferred
Subordination Agreement and the Stock Purchase Agreement shall be deemed to
include the Additional Note (as such term is defined herein).
(b) That all references to the term "Warrants" in the Shareholders
Agreement, the Registration Agreement, the Hull Co-Sale Agreement, the Sherman
Co-Sale Agreement and the Affiliate Registration Agreement shall be deemed to
include the Additional Warrants and the Preferred Warrants (as such terms are
defined herein).
(c) That all references to the term "Mezzanine Warrants" in the Stock
Purchase Agreement shall be deemed to include the Additional Warrants and the
Preferred Warrants (as such terms are defined herein).
-3(d) That all references to the term "Warrant Shares" in the
Shareholders Agreement, the Registration Agreement, the Hull Co-Sale Agreement,
the Sherman Co-Sale Agreement and the Affiliate Registration Agreement shall be
deemed to include the Additional Warrant Shares and the Preferred Warrant Shares
(as such terms are defined herein).
(e) That all references to the term "Mezzanine Warrant Shares" in the
Stock Purchase Agreement shall be deemed to include the Additional Warrant
Shares and the Preferred Warrant Shares (as such terms are defined herein).
(f) That all references to the term "Note Agreement" in the Stock
Purchase Agreement, the Shareholders Agreement, the Registration Agreement, the
Hull Co-Sale Agreement, the Sherman Co-Sale Agreement and the Affiliate
Registration Agreement shall, as applicable, be deemed to include the New Note
and Warrant Agreement (as such term is defined herein).
(g) That all references to the term "Purchase Agreement" in the
Preferred Subordination Agreement shall, as applicable, be deemed to include the
New Note and Warrant Agreement (as such term is defined herein).
(h) That all references to the term "Purchase Agreement" in the
Shareholders Agreement, the Registration Agreement, the Hull Co-Sale Agreement,
the Sherman Co-Sale Agreement and the Affiliate Registration Agreement shall be
deemed to mean and include the Stock Purchase Agreement as amended by and
through the date hereof (as such term is defined herein).
(i) That all references to the term "Preferred Stock" in the Preferred
Stock Subordination Agreement and the Shareholders Agreement shall be deemed to
include the Series B Stock (as such term is defined herein); provided, however,
that the term "Preferred Stock" in the Shareholders Agreement shall not be
deemed to include the Series B Stock (as such term is defined herein) for
purposes of the Recitals and part 3 of the Shareholders Agreement.
(j) That all references to the terms "Purchasers" and "Austin
Ventures" in the Shareholders Agreement shall be deemed to include Austin V (as
such term is defined herein); provided, however, that the term "Purchasers" in
the Shareholders Agreement shall not be deemed to include Austin V (as such term
is defined herein) for purposes of the Recitals ~f the Shareholders Agreement.
(k) That paragraph 4K of the Shareholders Agreement is hereby deleted
in its entirety and replaced with the following:
"4K. Exception for Pledge. The parties acknowledge that pursuant
to the terms of an Amended and Restated Pledge Agreement, dated as of
May _____, 1997. (the "Pledge Agreement"), by and between Austin
Ventures Ill-A, L.P., Austin Ventures Ill-B, L.P., Austin Ventures V,
L.P., Capital Resource Lenders II, L.P. and James R. Hull,
individually, Robert Sherman, individually, Michael Gregory,
individually, Michael Meyers, individually and Stephen Hedrick,
individually (collectively, the "Pledgors") and State Street Bank and
Trust Company (the "Secured Party"), CJBC Inc., Heller Financial, Inc.
and

-4BankBoston, N.A. (collectively, the "Lenders") certain securities of
the Company, as identified on Schedule I to the Pledge Agreement (the
"Pledged Securities"), have been pledged by the Pledgors to the
Secured Party for the benefit of the Lenders. The parties hereto
acknowledge and consent to such pledge of the Pledged Securities and,
notwithstanding any provision in this Agreement to the contrary,
hereby agree that any purchaser of such Pledged Securities, including
the Lenders, which acquire the Pledged Securities pursuant to the
terms of the Pledge Agreement shall take the Pledged Securities free
and clear of all terms of this Agreement and neither such persons nor
such Pledged Securities shall thereafter be subject to any term or
condition of this Agreement."
(l) That subparagraph 1(c) of the Registration Agreement is hereby
deleted in its entirety and replaced with the following:
"(c) Registrations on Forms S-2. S-3. Following its initial
public offering of securities under the Securities Act, the Company
shall use its commercially reasonable best efforts to qualify for
registration on Forms S-2 or S3 or any comparable or successor form or
forms. After the Company has qualified for the use of Forms S-2 or S-3
or any comparable or successor form or forms, in addition to the
rights contained in the paragraphs 1(a) and (b), each of (i) the
holders of at least 25% of the Underlying Common Stock and (ii) the
holders of at least 30% of the Common Stock issued and issuable upon
exercise of the Warrants shall have the right at any time and from
time to time to request registrations on Forms S-2 or S-3 or any
comparable or successor form or forms; provided, that the Company
shall not be obligated to effect more than two Registrations on Form
S-2 or S-3 or any comparable or successor form or forms during any
twelve-month period. Such requests shall be in writing and shall state
the number of shares of Underlying Common Stock or Warrant Shares, as
applicable, proposed to be disposed of and the intended method of
distribution of such shares by such holder or holders."
3. Miscellaneous.
(a) Effect. Except as amended hereby, the Existing Agreements shall
remain in full force and effect.
(b) Descriptive Headings. The descriptive headings in this Agreement
are inserted for convenience only and do not constitute a part of this
Agreement.
(c) Governing Law. The construction, validity and interpretation of
this Agreement will be governed by and construed in accordance with the domestic
laws of the State of Texas without giving effect to any choice of law or
conflict of law provision or rule (whether of the State of Texas or any other
jurisdiction) that would cause the application of the laws of any jurisdiction
other than the State of Texas.
-5(d) Counterparts. This Agreement may be executed in any number of
counterparts, all of which taken together shall constitute one and the same
instrument, and each of the parties hereto may execute this Agreement by signing
any such counterpart.
[REMAINDER OF PAGE INTENTIONALLY LEFT BLANK]
-6IN WITNESS WHEREOF, this Second Amendment Agreement has been executed by
the parties hereto as of the day and year first above set forth.
COMPANY:
MONITRONICS INTERNATIONAL, INC.
By: /s/ James R. Hull
--------------------------------James R. Hull,
President
SECURITY HOLDERS:
AUSTIN VENTURES III-A, L.P.

By: AV Partners III, L.P.,
Its General Partner
By: /s/ Blaine F. Wesner
--------------------------------Blaine F. Wesner,
Authorized Signatory
AUSTIN VENTURES III-B, L.P.
By: AV Partners III, L.P.,
Its General Partner
By: /s/ Blaine F. Wesner
--------------------------------Blaine F. Wesner,
Authorized Signatory
AUSTIN VENTURES V, L.P.
By: AV Partners V, L.P.,
Its General Partner
By: /s/ Blaine F. Wesner
--------------------------------Blaine F. Wesner,
General Partner
-7CAPITAL RESOURCE LENDERS II, L.P.
By Capital Resource Partners II, L.P.
Its General Partner
By: /s/ Fred C. Danforth
--------------------------------General Partner
/s/ James R. Hull
------------------------------------James R. Hull
/s/ Robert N. Sherman
------------------------------------Robert N. Sherman

Exhibit 10.22
TRANSFER, ASSIGNMENT AND ASSUMPTION AGREEMENT
AND THIRD AMENDMENT AGREEMENT
This Transfer, Assignment and Assumption Agreement and Third Amendment
Agreement (the "Agreement") is executed and entered into effective as of
December 31, 1997 by and among Monitronics International, Inc., a Texas
corporation (the "Company"), the holders (the "Security Holders") of certain
obligations and securities of the Company whose names appear on the signature
pages to this Agreement, and the Leaders (the "Lenders") to the Company under
various loan agreements whose names appear on the signature pages to this
Agreement.
REC1TALS:
WHEREAS, Austin Ventures V, L.P., a Delaware limited partnership ("Austin
V"), owns 4,000,000 shares of Series B-1 Preferred Stock, $.01 par value per
share, of the Company (the "B-1 Preferred Stock") and Common Stock Purchase
Warrants (the "Preferred Warrants") to purchase 769,360 shares of Class A Common
Stock, $.01 par value per share ("Class A Common Stock"), of the Company;
WHEREAS, Austin V desires to transfer to Austin Ventures V Affiliates Fund,
L.P., a Delaware limited partnership ("Affiliates Fund"), at cost, 190,476
shares of the B-1 Preferred Stock and Preferred Warrants to purchase 36,636
shares of Class A Common Stock (collectively, the "Securities"); and
WHEREAS, Affiliates Fund desires to purchase such Securities;
WHEREAS, Austin V is a party to various agreements, and the Securities are
subject to various agreements, with the other parties to this Agreement and
Affiliates Fund desires to assume the duties, obligations and responsibilities
of Austin V under said various agreements as they relate to the Securities, and
desires to have all benefits and rights in favor of or attributable to the
Securities under said various agreements.
WHEREAS, the Company entered into a Series B Preferred Stock and Warrant
Purchase Agreement dated May 19, 1997 (the "Preferred Purchase Agreement") with
Capital Resources Lenders II L.P., a Delaware limited partnership ("CRL II") and
Austin V, pursuant to which the Company issued and sold to CRL II and Austin V
(i) an aggregate of 5,000,000 shares of B-1 Preferred Stock, including the
190,476 shares of B-1 Preferred Stock being transferred to Affiliates Fund, and
(ii) Preferred Warrants for the purchase (subject to adjustment as provided
therein) of up to an aggregate of 961,700 shares of Class A Common Stock,
including the right to purchase 36,636 shares of Class A Common Stock being
transferred to Affiliates Fund, and
WHEREAS, the Company and certain of the Security Holders are parties to the
following agreements (collectively, the "Existing Security Holder Agreements"):
(i) Preferred Stock Subordination Agreement dated as of May 10, 1996, as amended
by that certain Amendment Agreement dated as of November 22, 1996 by and among
the Company and certain of the Security Holders (the "First Amendment
Agreement") as further amended by that certain Second Amendment Agreement dated
as of May 19, 1997 by and among the Company and certain of the Security Holders
(the "Second Amendment Agreement") (as so amended, the "Preferred
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Subordination Agreement"), by and among the Company, CRL II, Austin Ventures
HI-A, L.P., a Delaware limited partnership ("Austin III-A"), and Austin Ventures
III-B, L.P., a Delaware limited partnership ("Austin III-B" and together with
Austin III-A "Austin III"); (ii) Stock Purchase Agreement, dated as of October
21, 1994, as amended by Amendment to Stock Purchase Agreement, dated November
10, 1994, Amendment No. 2 to Stock Purchase Agreement, dated May 10, 1996, the
First Amendment Agreement, and the Second Amendment Agreement (as so amended,
the "Stock Purchase Agreement"), by and among the Company and Austin Ventures;
(iii) Amended and Restated Shareholders Agreement, dated as of May 10, 1996, as
amended by the First Amendment Agreement and by the Second Amendment Agreement
(as so amended, the "Shareholders Agreement"), by and among the Company, Austin
III, CRL II, Austin V, James R. Hull ("Hull") and Robert N. Sherman ("Sherman");
(iv) Amended and Restated Registration Agreement, dated as of May 10, 1996, as
amended by the First Amendment Agreement and by the Second Amendment Agreement
(as so amended, the "Registration Agreement"), among the Company, CRL II, Austin
III and Austin V; (v) Amended and Restated Co-Sale Agreement, dated as of May
10, 1996, as amended by the First Amendment Agreement and by the Second
Amendment Agreement (as so amended, the "Hull Co-Sale Agreement"), among the
Company, CRL II Austin III, Austin V and Hull; (vi) Amended and Restated Co-Sale
Agreement, dated May 10,1996, as amended by the First Amendment Agreement and by
the Second Amendment Agreement (as so amended, the "Sherman Co-Sale Agreement")
among the Company, CRL II, Austin III, Austin V and Sherman; and (vii) Amended
and Restated Affiliate Registration Agreement, dated May 10, 1996, as amended by
the First Amendment Agreement and by the Second Amendment Agreement (as so
amended, the "Affiliate Registration Agreement"), between the Company and Hull;

WHEREAS, the Company, CRL II and Austin III have previously entered into a
Senior Subordinated Note and Warrant Purchase Agreement, dated as of May 10,
1996, as supplemented and modified by the Senior Subordinated Note and Warrant
Purchase Agreement dated as of November 22, 1996 (the "Original Note
Agreement"), pursuant to which the Company issued and sold to CRL II and Austin
Ventures (i) 12.0% Senior Subordinated Notes, due June 30, 2003, in the original
aggregate principal amount of $10,000,000 and (ii) Common Stock Purchase
Warrants for the purchase (subject to adjustment as provided therein) of an
aggregate of 467,201 shares of Class A Common Stock;
WHEREAS, as a supplement to the Original Note Agreement, the Company
entered into a new Senior Subordinated Note and Warrant Purchase Agreement dated
May 19, 1997 (the "New Note and Warrant Agreement") with CRL II and Austin III,
pursuant to which the Company issued and sold to CRL II (i) an additional 12.0%
Senior Subordinated Note, due June 30, 2003, in the original aggregate principal
amount of $2,000,000 (the "Additional Note") and (ii) additional Common Stock
Purchase Warrants (the "Additional Warrants") for the purchase (subject to
adjustment as provided therein) of up to an aggregate of 102,556 shares (the
"Additional Warrant Shares") of Class A Common Stock;
WHEREAS, the Company, the Lenders and the Security Holders are parties to
the following agreements (collectively "Existing Affected Lender Agreements"):
(i) Amended and Restated Pledge Agreement, dated as of May 19, 1997 (the "Pledge
Agreement"), and (ii)
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Amended and Restated Affiliate Subordination Agreement, dated as of May 19, 1997
(the "Subordination Agreement"); and
WHEREAS, as a result of the transactions contemplated by the transfer of
the Securities to Affiliates Fund, the parties hereto desire to amend the
Existing Security Holder Agreements, Preferred Purchase Agreement, Preferred
Warrants and Existing Affected Lender Agreements.
NOW THEREFORE, in consideration of the premises and the agreements herein
contained, and intending to be bound hereby, the parties hereby agree as
follows:
1. Assignment. Assumption and Acknowledgment.
(a) For good and valuable consideration in the aggregate amount of
$190,842.36, the receipt of which is hereby acknowledged, Austin V hereby
assigns arid transfers all its right, title and interest in the Securities,
including any tights permitted to be transferred with respect to such Securities
pursuant to the Existing Security Holder Agreements, the Preferred Purchase
Agreement, the Preferred Warrant and the Existing Affected Lender Agreements, to
Affiliates Fund effective as of the date of this Agreement (the "Effective
Date").
(b) Affiliates Fund hereby assumes all of the obligations and
commitments of Austin V with respect to the Securities arising under the
Existing Security Holder Agreements, the Preferred Purchase Agreement, the
Preferred Warrants and the Existing Affected Lender Agreements accruing on or
after the Effective Date.
(c) The Company hereby acknowledges arid consents to the transfer of
the Securities as set forth above and agrees to take all necessary action to
reflect such transfer in its books and records. The Company further acknowledges
that Affiliates Fund hereby agrees to be bound by the terms arid conditions of
the Preferred Purchase Agreement and Preferred Warrants and to make the
representations and warranties of Purchasers set forth therein, and that
Affiliates Fund shall have the same rights with respect to such Securities as
were granted to the original Purchasers of the Securities under the Preferred
Purchase Agreement and Preferred Warrants.
(d) Each of Austin V, Affiliates Fund, and the Company agrees to
execute any further instruments or perform any such acts which are or may become
reasonably necessary to carry out the intent of this Agreement, including,
without limitation, execution of any documents required by the Preferred
Purchase Agreement and Preferred Warrants to complete the foregoing transfers
and the cancellation and reissuance of certificates representing such
Securities.
(e) Affiliates Fund hereby makes the representations and warranties of
a Purchaser under the Preferred Purchase Agreement and Preferred Warrants with
respect to the Securities.
2. Addition of Affiliates Fund as a party to Certain of the Existing Security
Holder Agreements and Existing Affected Lender Agreements. The parties to this
Agreement hereby consent to and approve of the addition of Affiliates Fund as a
party to the Preferred Purchase Agreement, Preferred Warrants, Preferred
Subordination Agreement, the Shareholders Agreement, the Registration Agreement,

the Hull Co-Sale Agreement, the Sherman Co-Sale Agreement, the Pledge Agreement
and the Subordination Agreement, and acknowledge and
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agree that Affiliates Fund shall be bound by all of the terms and conditions of
such agreements, as amended hereby arid as from time to time in effect, and that
such terms and conditions shall inure to the benefit of Affiliates Fund, in each
case, to the extent applicable to Affiliates Fund with respect to the Securities
or as the owner of the Securities.
3. Amendments to Existing Security Holder Agreements and Existing Affected
Lender Agreements.
(a) That all references to the terms "Purchasers" and "Austin
Ventures" in the Shareholders Agreement shall be deemed to include Affiliates
Fund (as such term is defined herein); provided, however, that the term
"Purchasers" in the Shareholders Agreement shall not be deemed to include
Affiliates Fund (as such term is defined herein) for purposes of the Recitals of
the Shareholders Agreement.
(b) That paragraph 4K of the Shareholders Agreement is hereby amended
to add Affiliates Fund to the list of named "Pledgers" and to include the
190,476 shares of B-1 Preferred Stock as "Pledged Securities".
(c) That the Pledge Agreement is amended to include Affiliate Fund as
a "Pledgor" and the definition of "Pledged Stock" thereunder, as well as
Schedule I thereof, is amended to include the 190,476 shares of B-1 Preferred
Stock transferred by Austin V to Affiliates Fund and that the number of shares
of Pledged Stock appearing on Schedule I pledged by Austin V is reduced by the
corresponding number of shares.
(d) That the Subordination Agreement is amended to include Affiliates
Fund as a "Subordinated Creditor" thereunder.
4. Miscellaneous.
(a) Effect. Except as amended hereby, the Existing Security Holder
Agreements, the Existing Affected Lender Agreements, the Preferred Purchase
Agreement and the Preferred Warrants shall remain in full force and effect.
(b) Return of Stock Certificate and Warrants. Austin V hereby requests
that the Lenders deliver Certificate No. 1, representing 4,000,000 shares of B-1
Preferred Stock issued in the name of Austin V, to the Company so that the
Company may issue two new certificates, one in the amount of 190,476 shares of
B-1 Preferred Stock in the name of Affiliates Fund and the other for 3,809,524
shares of B-1 Preferred Stock issued in the name of Austin V. Austin V hereby
appoints the Company as its agent to cause such transfer and reissuance of
certificates to be accomplished. Austin V and Affiliates Fund hereby agree to
execute and deliver to State Street Bank and Trust Company the forms of Stock
Power of Attorney attached to this Agreement. State Street Bank and Trust
Company, Austin V and Affiliates Fund hereby direct the Company to deliver the
two new stock certificates directly to State Street Bank and Trust Company upon
their issuance.
(c) Austin V agrees to return the original Preferred Warrant to the
Company with the Form of Assignment appropriately completed to cause the
re-issuance of two Preferred Warrants by the Company, one issued to Affiliates
Fund representing the right to purchase
4
36,636 shares of Class A Common Stock, and the other issued to Austin V
representing the right to purchase 732,724 shares of Class A Common Stock,
whereupon the original Preferred Warrant representing the right to purchase
769,360 shares of Class A Common Stock shall be canceled by the Company.
(d) Waivers. Each of the parties hereto waives (i) any right of first
refusal to purchase any of the Securities or any right to object to the transfer
of the Securities from Austin V to Affiliates Fund and (ii) the provisions of
Section 9B(i) of the Preferred Purchase Agreement.
(e) Descriptive Headings. The descriptive headings in this Agreement
are inserted for convenience only and do not constitute a part of this
Agreement.
(f) Governing Law. The construction, validity and interpretation of
this Agreement will be governed by and construed in accordance with the domestic
laws of the State of Texas without giving effect to any choice of law or
conflict of law provision or rule (whether of the State of' Texas or any other
jurisdiction) that would cause the application of the laws of any jurisdiction
other than the State of Texas.

(g) Counterparts. This Agreement may be executed in any number of
counterparts, all of which taken together shall constitute one arid the same
instrument, and each of the parties hereto may execute this Agreement by signing
any such counterpart.
IN WITNESS WHEREOF, this Transfer, Assignment arid Assumption Agreement and
Third Amendment Agreement has been executed by the parties hereto as of the day
and year first above set forth.
COMPANY:
MONITRONICS INTERNATIONAL, INC.
By: /s/ James R. Hull
-------------------------------------James R. Hull,
President
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SECURITY HOLDERS:
AUSTIN VENTURES III-A, L.P.
By: AV Partners III, L.P.,
Its General Partner
By: /s/ Blaine F. Wesner
-------------------------------------Blaine F. Wesner,
Authorized Signatory
AUSTIN VENTURES III-B, L.P.
By: AV Partners III, L.P.
Its General Partner
By: /s/ Blaine F. Wesner
-------------------------------------Blaine F. Wesner,
Authorized Signatory
AUSTIN VENTURES V, L.P.
By: AV Partners VI, L.P.,
Its General Partner
By: /s/ Blaine F. Wesner
-------------------------------------Blaine F. Wesner,
General Partner
AUSTIN VENTURES AFFILIATES FUND, L.P.
By: AV Partners VI, L.P.
Its General Partner
By: /s/ Blaine F. Wesner
-------------------------------------Blaine F. Wesner,
General Partner
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CAPITAL RESOURCE LENDERS II, L.P.
By: Capital Resource Partners II, L.P.
Its General Partner

By: /s/ Fred C. Danforth
-------------------------------------General Partner
/s/ James R. Hull
-----------------------------------------James R. Hull
/s/ Robert N. Sherman
-----------------------------------------Robert N. Sherman
/s/ Michael Meyers
-----------------------------------------Michael Meyers
/s/ Stephen Hedrick
-----------------------------------------Stephen Hedrick
/s/ Michael Gregory
-----------------------------------------Michael Gregory
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LENDERS:
CANADIAN IMPERIAL BANK OF COMMERCE, AS
ADMINISTRATIVE AGENT
By: /s/ Amy Kothari
-------------------------------------Amy Kothari
Executive Director
CIBC Oppenheimer Corp., as Agent
CIBC INC.
AS LENDER
By: /s/ Amy Kothari
-------------------------------------Amy Kothari
Executive Director
CIBC Oppenheimer Corp., as Agent
STATE STREET BANK AND TRUST COMPANY,
INDIVIDUALLY AND AS DOCUMENTATION AGENT
By: /s/ Gregory Spurr, III
-------------------------------------Gregory Spurr, III
Vice President
HELLER FINANCIAL, INC.
By: /s/ illegible signature
-------------------------------------Brad Ament
Vice President
BANKBOSTON, N.A.
By: /s/ Jeffrey G. Millman
-------------------------------------Jeffrey G. Millman
Vice President
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Stock Power of Attorney
The undersigned assigns and transfer to State Street Bank and Trust
Company, 190,476 shares of Class B Preferred Stock, Series B-1, $0.01 par value,
of Monitronics International, Inc., a Texas corporation (the "Company"),
standing in its name on the books of the Company and represented by certificate
number ___, and irrevocably appoints ______________________ agent to transfer
such shares on the books of the Company. The agent may substitute another to act
for it.
Date:_____________________, 199__.
AUSTIN VENTURES V AFFILIATES FUND, L.P.
By: AV Partners, L.P.,
Its General Partner
By: ______________________________________
Blaine F. Wesner,
General Partner
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Stock Power of Attorney
The undersigned assigns and transfer to State Street Bank and Trust
Company, 3,809,524 shares of Class B Preferred Stock, Series B-1, $0.01 par
value, of Monitronics International, Inc., a Texas corporation (the "Company"),
standing in its name on the books of the Company and represented by certificate
number ___, and irrevocably appoints _____________________ agent to transfer
such shares on the books of the Company. The agent may substitute another to act
for it.
Date:_____________________, 199__.
AUSTIN VENTURES V, L.P.
By: AV Partners, L.P.,
Its General Partner
By: ______________________________________
Blaine F. Wesner,
General Partner
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Exhibit 10.23
TRANSFER ASSIGNMENT AND ASSUMPTION AGREEMENT
AND FOURTH AMENDMENT AGREEMENT
This Transfer, Assignment and Assumption Agreement and Fourth Amendment
Agreement (the "Agreement") is executed arid entered into effective as of July
22, 1998 by and among Monitronics International, Inc., a Texas corporation (the
"Company"), the holders (the "Security Holders") of certain obligations and
securities of the Company whose names appear on the signature pages to this
Agreement, and the Lenders (the "Lenders") to the Company under various loan
agreements whose names appear on the signature pages to this Agreement.
RECITALS:
WHEREAS, James R. Hull ("Hull") owns 942,466 shares ("Hull Shares") of
Class A Common Stock, $.01 par value per share ("Class A Common Stock"), of the
Company; and
WHEREAS, the Company, the Lenders and the Security Holders are parties to,
among other agreements, the following agreements (collectively, the "Existing
Affected Lender Agreements"): (i) The Second Amended and Restated Pledge
Agreement, dated as of March 13, 1998 (as amended, the "Pledge Agreement"), and
(ii) The Second Amended and Restated Affiliate Subordination Agreement, dated as
of March 13, 1998 (as amended, the "Subordination Agreement"); and
WHEREAS, pursuant to the Pledge Agreement, the Hull Shares have been
pledged and delivered to the Lenders as collateral security for the obligations
of the Company to the Lenders under the Loan Agreement (as defined in the Pledge
Agreement), all as more particularly described in the Pledge Agreement; and
WHEREAS, pursuant to the Subordination Agreement, all claims of any kind or
nature of Hull against the Company are made subordinate and junior in right of
payment and exercise of remedies to the claims of the Lenders against the
Company; and
WHEREAS, Hull desires to transfer (subject to the Pledge Agreement) all
942,466 of the Hull Shares (the "Securities") to Hull Family Limited Partnership
(the "Family Partnership"); and
WHEREAS, it is a condition to the consent of the Lenders to the transfers
of the Hull Shares that Family Partnership become a party to the Pledge
Agreement and the Subordination Agreement, and
WHEREAS, Family Partnership desires to accept the transfer of said
Securities to it on such terms, arid become a party to the Pledge Agreement and
the Subordination Agreement, and
WHEREAS, Hull is a party to various agreements, and the Securities are
subject to various agreements, with the other parties to this Agreement and
Family Partnership desires to assume the duties, obligations and
responsibilities of Hull under said various agreements as they relate to the a
Securities, and desires to have all benefits and rights in favor of or
attributable to
-1the Securities under said various agreements; and
WHEREAS, the Company and certain of the Security Holders arc parties to the
following agreements (collectively, the "Existing Security Holder Agreements"):
(i) Amended and Restated Shareholders Agreement, dated as of May 10, 1996, as
amended by that certain Amendment Agreement dated as of November 22, 1996 by and
among the Company and certain of the Security Holders (the "First Amendment
Agreement'), as further amended by that certain Second Amendment Agreement dated
as of May 19, 1997 by and among the Company and certain of the Security Holders
(the "Second Amendment Agreement"), as further amended by that certain Transfer,
Assignment and Assumption Agreement and Third Amendment Agreement by and among
the Company and certain of the Security Holders (the "Third Amendment Agreement)
(as so amended, the "Shareholders Agreement"), by arid among the Company, Austin
Ventures III-A, L.P., a Delaware limited partnership ("Austin III-A"), Austin
Ventures III-B, L.P., a Delaware limited partnership ("Austin III-B" and
together with Austin III-A "Austin III"), Capital Resource Lenders II, L.P., a
Delaware limited partnership ("CRL II"), Austin Ventures V. L.P., a Delaware
limited partnership ("Austin V"), Austin Ventures V Affiliates Fund, L.P., a
Delaware limited partnership ("Affiliates Fund"), Hull and Robert N. Sherman
("Sherman"); (ii) Amended and Restated co-Sale Agreement, dated as of May 10,
1996, as amended by the First Amendment Agreement, the Second Amendment
Agreement and Third Amendment Agreement (as so amended, the "Hull Co-Sale
Agreement"), among the Company, CRL II, Austin III, Austin V. Affiliates Fund
and Hull; and (iii) Amended and Restated Affiliate Registration Agreement, dated
May 10, 1996, as amended by the First Amendment Agreement, the Second Amendment
Agreement and Third Amendment Agreement (as so amended, the "Affiliate

Registration Agreement"), between the Company and Hull; and
WHEREAS, as a result of the transactions contemplated by the transfer of
the Securities by Hull to Family Partnership, the parties hereto desire to amend
the Existing Security Holder Agreements and Existing Affected Lender Agreements.
NOW THEREFORE, in consideration of the premises and the agreements herein
contained, and intending to be bound hereby, the parties hereby agree as
follows:
1. Assignment. Assumption and Acknowledgment.
(a) For good and valuable consideration, the receipt of which is
hereby acknowledged, Hull hereby assigns and transfers, subject to the Pledge
Agreement, all his right, title and interest in all 942,466 of the Hull Shares
to Family Partnership, including any rights permitted to be transferred with
respect to such Securities pursuant to the Existing Security Holder Agreements
and the Existing Affected Lender Agreements, with such transfer and assignment
to be effective as of the date of this Agreement (the "Effective Date"). Family
Partnership shall be bound by the provisions of the Existing Affected Lender
Agreements as of the Effective Date.
(b) Family Partnership hereby assumes all of the obligations and
commitments of Hull with respect to the Securities assigned and transferred to
Family Partnership arising under the Existing Security Bolder Agreements and the
Existing Affected Lender Agreements accruing on or after the Effective Date.
Notwithstanding Family Partnership
-2becoming a party to the Existing Affected Lender Agreements, Hull shall remain
parry to and bound by the provisions of the Subordination Agreement.
(c) The Company hereby acknowledges and consents to the transfer of
the Securities as set forth above and agrees to take all necessary action to
reflect such transfer in its books and records.
(d) Each of Hull, Family Partnership and the Company agrees to execute
any further instruments or perform any such acts which are or may become
reasonably necessary to carry out the intent of this Agreement, including,
without limitation, execution of any documents required to complete the
foregoing transfers and the cancellation and reissuance of certificates
representing such Securities, and any documents required by the Lenders in order
to give effect to the assumption by Family Partnership of Hull's obligations
under the Pledge Agreement and the Subordination Agreement, and to become
parties thereto.
(e) Each of the Security Holders hereby waives any right of first
refusal or co-sale rights which any of such Security Holders may have with
regard to the assignment and transfer of the Securities by Hull to Family
Partnership and hereby expressly consents to such assignment and transfer.
2. Addition of Family Partnership as a Part to the Existing Security Holder
Agreements and Existing Affected Lender Agreements. The parties to this
Agreement hereby consent to and approve of the addition of Family Partnership as
a party to the Shareholders Agreement, the Affiliate Registration Agreement, the
Hull Co-Sale Agreement, the Pledge Agreement and the Subordination Agreement,
and acknowledge and agree that Family Partnership shall be bound by all of the
terms and conditions of such agreements, as amended hereby and as from time to
time in effect, and that such terms and conditions shall inure to the benefit of
Family Partnership and Revocable Trust, in each case, to the extent applicable
to Family Partnership with respect to the Securities transferred and assigned to
Family Partnership or as the owner of such Securities.
3. Amendments to Existing Security Holder Agreements and Existing Affected
Lender Agreements.
(a) That all references to James R. Hull as a "Common Shareholder" in
the Shareholders Agreement shall now be deemed to be a reference to Family
Partnership so that Family Partnership shall be a "Common Shareholder" for all
purposes in the Shareholders Agreement.
(b) That paragraph 4K of the Shareholders Agreement is hereby amended
to add Family Partnership to the list of named "Pledgors" and to include the
Securities as "Pledged Securities".
(c) That all references to "Hull" in the Hull Co-Sale Agreement shall
be deemed to be a reference to Family Partnership.
(d) That all references to "Shareholder" in the Affiliate Registration
Agreement shall be deemed to be a reference to Family Partnership.
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(e) That the Pledge Agreement is amended to remove Hull as a "Pledgor"
and to add Family Partnership as a "Pledgor" and the definition of "Pledged
Stock" thereunder, as well as Schedule I thereof, is amended to include the
942,466 Hull Shares transferred by Hull to Family Partnership, and that the
number of shares of Pledged Stock appearing on Schedule I pledged by Hull is
reduced by the corresponding number of shares. State Street Bank and Trust
Company, as Documentation and Collateral Agent, is hereby authorized to amend
Schedule I to the Pledge Agreement as aforesaid, and to attach such amended
Schedule I to the Pledge Agreement. As so amended, the Pledge Agreement is
hereby ratified by each of the parties hereto.
(f) That the Subordination Agreement is amended to include Family
Partnership as a "Subordinated Creditor" thereunder.
4. Miscellaneous.
(a) Effect. Except as amended hereby, the Existing Security Holder
Agreements and Existing Affected Lender Agreements shall remain in full force
and effect.
(b) Return of Stock Certificate arid Warrants. Hull hereby requests
that the Lenders upon receipt from Family Partnership of one or more
certificates representing 942,466 shares of the Company's Class A Common Stock,
with a stock power in the form attached hereto duly executed in blank, together
with such other agreements as the Lenders may reasonably require in order to
cause Family Partnership to become a party to the Pledge Agreement and
Subordination Agreement, and such legal opinions as the Lenders may reasonably
require in connection therewith, to cancel and deliver Certificate Nos. 8 and
21, representing 33,061 and 909,405 shares of Class A Common Stock,
respectively, issued in the name of Hull, to the Company. Hull hereby appoints
the Company as his agent to cause such transfer and reissuance of certificates
to be accomplished. Family Partnership hereby agrees to execute and deliver to
State Street Bank and Trust Company the form of Stock Power of Attorney attached
to this Agreement. Family Partnership hereby directs the Company to deliver the
new stock certificate directly to State Street Bank and Trust Company upon
issuance thereof.
(c) Waivers. Each of the parties hereto waives any right to object to
the transfer of the Securities from Hull to Family Partnership pursuant to any
contractual right or under any other theory.
(d) Descriptive Headings. The descriptive headings in this Agreement
are inserted for convenience only and do not constitute a part of this Agreement
(e) Governing Law. The construction, validity and interpretation of
this Agreement will be governed by and construed in accordance with the domestic
laws of the State of Texas without giving effect to any choice of law or
conflict of law provision or rule (whether of the State of Texas or any other
jurisdiction) that would cause the application of the laws of any jurisdiction
other than the State of Texas.
(f) Counterparts. This Agreement may be executed in any number of
counterparts, all of which taken together shall constitute one and the same
instrument, and each of the panics hereto may execute this Agreement by signing
any such counterpart. Facsimile
-4signatures shall be accepted for all purposes as original signatures.
IN WITNESS WHEREOF, this Transfer, Assignment and Assumption Agreement and
Fourth Amendment Agreement has been executed by the parties hereto as of the day
and year first above set forth.
COMPANY:
MONITRONICS INTERNATIONAL, INC.
By: /s/ James R. Hull
----------------------------------James R. Hull, President
SECURITY HOLDERS:
AUSTIN VENTURES III-A, L.P.
By: AV Partners Ill, L.P.,
Its General Partner

By: /s/ Blaine F. Wesner
----------------------------------Blaine F. Wesner,
Authorized Signatory
-5AUSTIN VENTURES III-B, L.P.
By: AV Partners III, L.P.
Its General Partner
By: /s/ Blaine F. Wesner
----------------------------------Blaine F. Wesner
Authorized Signatory
AUSTIN VENTURES V, L.P.
By: AV Partners V, L.P.,
Its General Partner
By: /s/ Blaine F. Wesner
----------------------------------Blaine F. Wesner,
General Partner
AUSTIN VENTURES V AFFILIATES FUND, L.P.
By: AV Partners V, L.P.,
Its General Partner
By: /s/ Blaine F. Wesner
----------------------------------Blaine F. Wesner
General Partner
CAPITAL RESOURCE LENDERS II, L.P.
By: Capital Resources Partners II, L.P.
Its General Partner
By: /s/ Fred C. Danforth
----------------------------------General Partner
-6-

/s/ James R. Hull
----------------------------------James R. Hull
/s/ Robert N. Sherman
----------------------------------Robert N. Sherman
/s/ Michael Meyers
----------------------------------Michael Meyers
/s/ Stephen Hedrick
----------------------------------Stephen Hedrick
/s/ Michael Gregory
----------------------------------Michael Gregory
HULL FAMILY LIMITED PARTNERSHIP

By: James R. Hull Management Trust
Its General Partner
By: /s/ James R. Hull
----------------------------------James R. Hull,
Trustee
-7LENDERS:
CANADIAN IMPERIAL BANK OF
COMMERCE, AS ADMINISTATIVE AGENT
By: /s/ Amy Kothari
----------------------------------Its: Executive Director
CIBC Oppenheimer Corp., As Agent
CIBC INC.
AS LENDER
By: /s/ Amy Kothari
----------------------------------Its: Executive Director
CIBC Oppenheimer Corp., As Agent
STATE STREET BANK AND TRUST COMPANY,
INDIVIDUALLY AND AS DOCUMENTATION AGENT
By: /s/ illegible signature
----------------------------------Its: Authorized Agent
---------------------------------HELLER FINANCIAL, INC.
By: /s/ illegible signature
----------------------------------Its: Authorized Agent
---------------------------------BANKBOSTON, N.A.
By: /s/ illegible signature
----------------------------------Its: Authorized Agent
----------------------------------8Stock Power of Attorney
The undersigned assigns and transfers to State Street Bank and Trust
Company, 942,466 shares of Class A Common Stock, $0.01 par value, of Monitronics
International, Inc., a Texas corporation (the "Company"), standing in its name
on the books of the Company and represented by certificate number __, and
irrevocably appoints _________________________ agent to transfer such shares on
the books of the Company. The agent may substitute another to act for it.
Dated: _______________, 199_.
HULL FAMILY LIMITED PARTNERSHIP
By: James R. Hull Management Trust
Its General Partner
By: /s/
-----------------------------------

James R. Hull,
Trustee
-9-

Exhibit 10.24
FIFTH AMENDMENT AGREEMENT
This Fifth Amendment Agreement (the "Agreement") is executed and entered
into effective as of March 9, 1999 by and among Monitronics International, Inc.,
a Texas corporation (the "Company"), and the holders (the "Security Holders") of
certain obligations and securities of the Company whose names appear on the
signature pages to this Agreement.
RECITALS:
The Company and certain of the Security Holders are parties to, among other
agreements, the following agreements (collectively, the "Existing Security
Holder Agreements"): (i) Preferred Stock Subordination Agreement, dated as of
May 10, 1996, as amended by that certain Amendment Agreement dated as of
November 22, 1996 (the "First Amendment Agreement"), that certain Second
Amendment Agreement dated as of May 19, 1997 (the "Second Amendment Agreement"),
that certain Transfer, Assignment and Assumption Agreement and Third Amendment
Agreement dated as of January 1, 1998 (the "Third Amendment Agreement"), and
that certain Transfer, Assignment and Assumption Agreement and Fourth Amendment
Agreement dated as of July 22, 1998 (the "Fourth Amendment Agreement," and
collectively with the First Amendment Agreement, the Second Amendment Agreement
and the Third Amendment Agreement, the "Previous Amendment Agreements") (as so
amended, the "Preferred Subordination Agreement"); (ii) Amended and Restated
Co-Sale Agreement, dated May 10, 1996, as amended by the Previous Amendment
Agreements (as so amended, the "Hull Co-Sale Agreement") among the Company, CRL,
Austin Ventures and James R. Hull ("Hull"); and (iii) Amended and Restated
Co-Sale Agreement, dated May 10, 1996, as amended by the Previous Amendment
Agreements (as so amended, the "Sherman Co-Sale Agreement") among the Company,
CRL, Austin Ventures and Robert N. Sherman.
The Company and certain of the Security Holders have entered into a Series
C Preferred Stock Purchase Agreement, dated as of February 22, 1999 (the "Series
C Purchase Agreement"), providing, among other things, for the purchase by
certain Security Holders of 1,409,375 shares of Series C Preferred Stock of the
Company (the "Purchasers"). Terms defined in the Series C Purchase Agreement or
in the Articles of Incorporation of the Company, as amended (the "Articles of
Incorporation"), and not otherwise defined herein are used herein with the same
meanings as defined in the Series C Purchase Agreement or in the Articles of
Incorporation, as applicable.
As a result of the transactions contemplated by the Series C Purchase
Agreement, the parties hereto desire to amend the Existing Security Holder
Agreements.
In consideration of the premises and the agreements herein contained, and
intending to be bound hereby, the parties hereby agree as follows:
1. Addition of Purchasers as Parties to the Existing Security Holder
Agreements. The parties to this Agreement hereby consent to and approve of the
addition of the Purchasers as parties to the Preferred Subordination Agreement,
the Hull Co-Sale Agreement and the Sherman Co-Sale Agreement, and acknowledge
and agree that such Purchasers shall be bound by all of the terms and conditions
of such agreements, as amended hereby and as from time to time in
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effect, and that such terms and conditions shall inure to the benefit of the
Purchasers. Notwithstanding the foregoing, Windward may transfer and sell shares
of Series C Preferred Stock to Bear, Steams & Co., Inc. or one or more of its
affiliates, as the case may be (collectively, "Bear"), without any restriction
under paragraph IA of the Hull Co-Sale Agreement or the Sherman Co-Sale
Agreement. In the event Windward transfers Series C Preferred Stock to Bear,
Bear shall be deemed a Purchaser for purposes of this Agreement and shall be
bound by all of the terms and conditions of this Agreement, and prior to
registration of any such transfer on the books of the Company, Bear shall
execute an agreement with the parties hereto agreeing to be bound hereby.
2. Amendments to Existing Security Holder Agreements.
(a) That the Preferred Subordination Agreement shall be amended by amending
the definitions of the terms "Notes," "Preferred Stock" and "Purchase Agreement"
to read in their entirety as follows:
"Notes" shall mean the 12.0% Senior Subordinated Notes due June 30, 2006
issued by the Company pursuant to the Purchase Agreement, and any notes
issued in exchange therefor or in replacement thereof, as the same may be
amended, modified or supplemented from time to time.
"Preferred Stock" shall mean the Company's preferred stock, $.0l par value
per share, as authorized by the Company's Articles of Incorporation as
filed and in effect on March 9, 1999, and as the same may be amended from

time to time.
"Purchase Agreement" shall mean the Senior Subordinated Note and Warrant
Purchase Agreement dated as of May 10, 1996 by and among the Company and
the Purchasers, as supplemented and modified by (i) the Senior Subordinated
Note and Warrant Purchase Agreement dated as of November 22, 1996 and (ii)
the Senior Subordinated Note and Warrant Purchase Agreement dated as of May
19, 1997, as amended by that certain Amendment dated as of March 13, 1998
and that certain Second Amendment dated as of January 13, 1999, and as such
agreement may be further amended, modified or supplemented from time to
time.
(b) That (i) all references to "Underlying Common Stock" in the Hull
Co-Sale Agreement and the Sherman Co-Sale Agreement shall be deemed to include
the shares of Common Stock issued or issuable upon conversion of the Series C
Preferred Stock, (ii) all references to "Purchasers" in the Hull Co-Sale
Agreement and the Sherman Co-Sale Agreement shall be deemed to include the
Purchasers, and (iii) all references to "Preferred Stock" in the Hull Co-Sale
Agreement and the Sherman Co-Sale Agreement shall be deemed to include the
Series C Preferred Stock.
(c) That each of the Hull Co-Sale Agreement and the Sherman Co-Sale
Agreement shall be amended so that paragraph 3B(a) of each such agreement is
hereby deleted in its entirety and replaced by the following:
"This Agreement shall terminate upon the earlier to occur of (i)(A) the
written agreement of the holders of at least 66 2/3% of the Series C
Preferred Stock,
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(B) the holders of at least 66 2/3% of the Underlying Common Stock then
outstanding and (C) the holders of at least 66 2/3% of the Common Stock
issued and issuable upon exercise of the Warrants, (ii) the acquisition by
a single purchaser of all of the issued and outstanding shares of the
Common Stock, Series C Preferred Stock, Warrants, Warrant Shares and the
Underlying Common Stock or (iii) the closing of a Qualified Public Offering
(as defined in the Series C Purchase Agreement)."
3. Miscellaneous.
(a) Effect. Except as amended hereby, the Existing Security Holder
Agreements shall remain in full force and effect.
(b) Descriptive Headings. The descriptive headings in this Agreement are
inserted for convenience only and do not constitute a part of this Agreement.
(c) Consents. Subject to compliance by the Purchasers with the terms of
this Agreement, each of the parties hereto (i) consents to the issuance of the
Shares of Series C Preferred Stock to the Purchasers pursuant to the terms of
the Series C Purchase Agreement and the adoption of the Articles of Amendment,
and (ii) agrees that such issuance and adoption will not constitute a breach or
default under any of the Series A Purchase Agreement, the Series B Purchase
Agreement, the Note Agreement or the Credit Agreement.
(d) Governing Law. The construction, validity and interpretation of this
Agreement will be governed by and construed in accordance with the domestic laws
of the State of Texas without giving effect to any choice of law or conflict of
law provision or rule (whether of the State of Texas or any other jurisdiction)
that would cause the application of the laws of any jurisdiction other than the
State of Texas
(e) Counterparts. This Agreement may be executed in any number of
counterparts, all of which taken together shall constitute one and the same
instrument, and each of the parties hereto may execute this Agreement by signing
any such counterpart. Facsimile signatures shall be accepted for all purposes as
original signatures.
[Signature Pages Follow]
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IN WITNESS WHEREOF, this Fifth Amendment Agreement has been executed by the
parties hereto as of the day and year first above set forth.
COMPANY:
Monitronics International Inc.
By: /s/ James R. Hull
---------------------------------------James R. Hull, President

SECURITY HOLDERS:
Austin Ventures III-A, L.P.
By: AV Partners III, L.P.,
Its General Partner
By:
---------------------------------------Blaine F. Wesner,
Authorized Signatory
Austin Ventures 111-B, L.P.
By: AV Partners III, L.P.,
Its General Partner
By:
---------------------------------------Blaine F. Wesner,
Authorized Signatory
Austin Ventures V, L.P.
By: AV Partners V, L.P.,
Its General Partner
By
---------------------------------------Blaine F. Wesner,
General Partner
SIGNATURE PAGE TO
FIFTH AMENDMENT AGREEMENT
IN WITNESS WHEREOF, this Fifth Amendment Agreement has been executed by the
parties hereto as of the day and year first above set forth.
COMPANY:
Monitronics International, Inc.
By:
---------------------------------------James R. Hull, President
SECURITY HOLDERS:
Austin Ventures III-A, L.P.
By: AV Partners III, L.P.,
Its General Partner
By: /s/ Blaine F. Wesner
---------------------------------------Blaine F. Wesner,
Authorized Signatory
Austin Ventures III-B, L.P.
By: AV Partners III, L.P.,
Its General Partner
By: /s/ Blaine F. Wesner
---------------------------------------Blaine F. Wesner,
Authorized Signatory
Austin Ventures V, L.P.
By: AV Partners V, L.P.,
Its General Partner

By: /s/ Blaine F. Wesner
---------------------------------------Blaine F. Wesner
General Partner
SIGNATURE PAGE TO
FIFTH AMENDMENT AGREEMENT
Austin Ventures V Affiliates Fund, L.P.
By: AV Partners V, L.P.,
Its General Partner
By: /s/ Blaine F. Wesner
---------------------------------------Blaine F. Wesner,
General Partner
Capital Resource Lenders II, L.P.
By: Capital Resource Partners II, L.P.
Its General Partner
By: /s/ Robert C. Ammern
---------------------------------------Managing Partner,
---------------General Partner
Hull Family Limited Partnership
By: James R. Hull Management Trust
Its General Partner
By: /s/ James R. Hull
---------------------------------------James R. Hull, Trustee
/s/ Robert N. Sherman
-------------------------------------------Robert N. Sherman
/s/ Michael Meyers
-------------------------------------------Michael Meyers
/s/ Stephen Hedrick
-------------------------------------------Stephen Hedrick
/s/ Michael Gregory
-------------------------------------------Michael Gregory
SIGNATURE PAGE TO
FIFTH AMENDMENT AGREEMENT
PURCHASERS:
Windward Capital Partners II, L.P.
By: Windward Capital GP II, LLC,
Its General Partner
By: /s/ Peter S. Macdonald
---------------------------------------Peter S. Macdonald,
Managing Member

Windward Capital LP II, LLC
By: /s/ Peter S. Macdonald
---------------------------------------Peter S. Macdonald,
Managing Member
Capital Resource Lenders II, L.P.
By: Capital Resources Partners II, L.P.
Its General Partner
By: /s/ Robert C. Ammern
---------------------------------------Managing Partner,
---------------General Partner
SIGNATURE PAGE TO
FIFTH AMENDMENT AGREEMENT

Exhibit 10.25
SIXTH AMENDMENT AGREEMENT
This Sixth Amendment Agreement (the "Agreement") is entered into as of
April 27, 2001 by and among Monitronics International, Inc., a Texas corporation
(the "Company"), the holders of Preferred Stock listed on the Schedule of
Preferred Holders attached hereto (the "Preferred Holders"), the holders of
Common Stock Purchase Warrants listed on the Schedule of Warrant Holders
attached hereto (the "Warrant Holders"), the holders of Common Stock listed on
the Schedule of Common Shareholders attached hereto (the "Common Shareholders"
and, together with the Preferred Holders and the Warrant Holders, the "Security
Holders").
Recitals
The Company and certain of the Security Holders are parties to, among other
agreements, the Preferred Stock Subordination Agreement, dated as of May 10,
1996, as amended by that certain Amendment Agreement, dated as of November 22,
1996, that certain Second Amendment Agreement, dated as of May 19, 1997, that
certain Transfer, Assignment and Assumption Agreement and Third Amendment
Agreement, dated as of January 1, 1998, that certain Transfer, Assignment and
Assumption Agreement and Fourth Amendment Agreement dated, as of July 22, 1998,
and that certain Fifth Amendment Agreement dated as of March 9, 1999 (as so
amended, the "Preferred Subordination Agreement").
The Company and certain of the Security Holders have entered into a Series
D-1Preferred Stock Purchase Agreement, dated as of April 27, 2001 (the "Series
D-1 Purchase Agreement"), providing, among other things, for the purchase by
such Security Holders of up to 70,000 shares of Series D-1 Preferred Stock of
the Company (such Security Holders hereinafter referred to as the "Purchasers").
The Company and certain of the Preferred Holders are parties to a Series C
Preferred Stock Exchange Agreement (the "Series C Exchange Agreement"), dated as
of April 27, 2001, providing, among other things, for the exchange by certain
Preferred Holders of 1,409,375 shares of Series C Preferred Stock of the Company
for 1,409,375 shares of Series C Preferred Stock and 251,420 shares of Series
C-i Preferred Stock of the Company.
The Company and the Security Holders are parties to a Third Amended and
Restated Shareholders Agreement, dated as of April 27, 2001 (as in effect from
time to time, the "Shareholders Agreement").
The parties hereto desire to take the actions contemplated by this
Agreement in order to facilitate the transactions contemplated by the Series D-1
Purchase Agreement.
Capitalized terms not defined elsewhere herein shall have the respective
meanings assigned to them in the Shareholders Agreement or in the Articles of
Incorporation of the Company, as amended (the "Articles of Incorporation"), as
applicable.
In consideration of the premises and the agreements herein contained, and
intending to be bound hereby, the parties hereby agree as follows:
1. Addition of Purchasers as Parties to the Preferred Subordination
Agreement. The

parties hereto hereby consent to and approve of the addition of the Purchasers
as parties to the Preferred Subordination Agreement, and acknowledge and agree
that such Purchasers shall be bound by all of the terms and conditions of such
agreement, as amended hereby and as from time to time in effect, and that such
terms and conditions shall inure to the benefit of the Purchasers.
2. Amendments to the Preferred Subordination Agreement.
(a) The parties hereto that are parties to the Preferred Subordination
Agreement hereby agree that the Preferred Subordination Agreement shall be
amended by deleting the definitions of the terms "Preferred Stock" and "Purchase
Agreement" in their entirety and substituting the following in lieu thereof:
"Preferred Stock" shall mean the Company's preferred stock, $.01 par value
per share, as authorized by the Company's Articles of Incorporation as
filed and in effect on April 27, 2001, and as the same may be amended from
time to time.
"Purchase Agreement" shall mean the Senior Subordinated Note and Warrant
Purchase Agreement, dated as of May 10, 1996, as supplemented and modified
by (i) the Senior Subordinated Note and Warrant Purchase Agreement, dated
as of November 22, 1996, and (ii) the Senior Subordinated Note and Warrant

Purchase Agreement, dated as of May 19, 1997, as amended by that certain
Amendment, dated as of March 13, 1998, that certain Second Amendment, dated
as of January 13, 1999, that certain Termination of Put Rights, dated as of
June 15, 1998, that certain Third Amendment, dated as of March 9, 1999, and
that certain Fourth Amendment, dated as of February 4, 2000.
(b) Except as amended hereby, the Preferred Subordination Agreement shall
remain in full force and effect.
3. Amendments to the Series A Purchase Agreement.
(a) The parties hereto that are parties to the Series A Purchase Agreement
hereby agree that the Series A Purchase Agreement shall be amended as follows:
(i) Section 4D(iv) shall be amended by deleting such section in its
entirety and substituting the following in lieu thereof:
"(iv) issue any capital stock, options, warrants or rights to purchase
or acquire capital stock, or any other Equity Securities, other than
(A) pursuant to the 1999 Stock Plan and the 2001 Stock Plan, (B) upon
conversion of shares of Series A Preferred Stock, (C) upon conversion
of shares of Series B Preferred Stock, (D) upon conversion of shares
of Series C Preferred Stock, (E) pursuant to the Series C Exchange
Agreement, (F) upon conversion of the Series D-l Preferred Stock, (G)
pursuant to the Series D-1 Purchase Agreement, (H) the issuance of the
Warrant Shares upon the exercise of the Warrants or (I) the Class A
Common Stock issuable upon conversion of any outstanding
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Class B Common Stock (capitalized terms used in this section shall
have the meanings ascribed to them in the Articles of
Incorporation);".
(ii) Section 4D(vi) shall be amended by deleting such section in its
entirety and substituting the following in lieu thereof:
"(vi) purchase, redeem or otherwise acquire or retire for value any of
its capital stock or other Equity Securities or declare or make any
dividend or other distribution with respect to any of its capital
stock or other Equity Securities (other than dividends or
distributions on shares of Common Stock and consisting solely of
shares of Common Stock of the same class), except that this section
shall not prevent the repurchase by the Company of (A) capital stock
from employees at cost pursuant to agreements with such employees
approved by the Board of Directors (with a majority of the Purchaser
Directors concurring) or (B) Preferred Stock and Common Stock required
under Article IV, Part 3 of the Articles of Incorporation (capitalized
terms used in this section shall have the meanings ascribed to them in
the Articles of Incorporation);".
(iii) Section 6 shall be amended by inserting the following
definition:
"Articles of Incorporation" means the Articles of Incorporation of the
Company, as amended."
(b) Except as amended hereby, the Series A Purchase Agreement shall remain
in full force and effect.
4. Amendments to the Series B Purchase Agreement.
(a) The parties hereto that are parties to the Series B Purchase Agreement
hereby agree that the Series B Purchase Agreement shall be amended as follows:
(i) Section 7D(ii) shall be amended by deleting such section in its
entirety and substituting the following in lieu thereof:
"(ii) issue any capital stock, options, warrants or rights to purchase
or acquire capital stock, or any other Equity Securities, other than
(A) pursuant to the 1999 Stock Plan and the 2001 Stock Plan, (B) upon
conversion of shares of Series A Preferred Stock, (C) upon conversion
of shares of Series B Preferred Stock, (D) upon conversion of shares
of Series C Preferred Stock, (E) pursuant to the Series C Exchange
Agreement, (F) upon conversion of the Series D-l Preferred Stock, (G)
pursuant to the Series D-l Purchase Agreement, (H) the issuance of the
Warrant Shares upon the exercise of the Warrants or (I) the Class A
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Common Stock issuable upon conversion of any outstanding Class B
Common Stock (capitalized terms used in this section shall have the
meanings ascribed to them in the Articles of Incorporation);".

(ii) Section 7D(viii) shall be amended by deleting such section in its
entirety and substituting the following in lieu thereof:
"(viii) purchase, redeem or otherwise acquire or retire for value any
of its capital stock or other Equity Securities or declare or make any
dividend or other distribution with respect to any of its capital
stock or other Equity Securities (other than dividends or
distributions on shares of Common Stock and consisting solely of
shares of Common Stock of the same class), except that this section
shall not prevent the repurchase by the Company of (A) capital stock
from employees at cost pursuant to agreements with such employees
approved by the Board of Directors (with a majority of the Purchaser
Directors concurring) or (B) Preferred Stock and Common Stock required
under Article IV, Part 3 of the Articles of Incorporation (capitalized
terms used in this section shall have the meanings ascribed to them in
the Articles of Incorporation);".
(b) Except as amended hereby, the Series B Purchase Agreement shall remain
in full force and effect.
5. Amendments to the Note Agreement.
(a) The parties hereto that are parties to the Note Agreement hereby agree
that the Note Agreement shall be amended as follows:
(i) Section 1.01 shall be amended by inserting the following
definition:
"Articles of Incorporation" means the Articles of Incorporation of the
Company, as amended."
(ii) Section 7.02(g) shall be amended by deleting the text "Without
the written consent of the Purchasers," the first time it appears in such
provision and substituting the following in lieu thereof:
"Without the written consent of the holders of the Notes,"
(iii) Section 7.02(g)(iv) shall be amended by deleting such subsection
in its entirety and substituting the following in lieu thereof:
"the Company from issuing Equity Securities (A) pursuant to the 1999
Stock Plan and the 2001 Stock Plan, (B) upon conversion of shares of
Series A Preferred Stock, (C) upon conversion of shares of Series B
Preferred Stock, (D) upon conversion of shares of
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Series C Preferred Stock, (E) pursuant to the Series C Exchange
Agreement, (F) upon conversion of the Series D-1 Preferred Stock, (G)
pursuant to the Series DI Purchase Agreement, (H) the issuance of the
Warrant Shares upon the exercise of the Warrants or (I) the Class A
Common Stock issuable upon conversion of any outstanding Class B
Common Stock (capitalized terms used in this section shall have the
meanings ascribed to them in the Articles of Incorporation).".
(iv) Section 7.02(1) shall be amended by deleting such subsection in
its entirety and substituting the following in lieu thereof:
"Make, or permit any Subsidiary to make, any Capital Expenditure
during the fiscal year ending June 30, 2001 if, after giving effect
thereto, the aggregate amount of all Capital Expenditures made by the
Company and its Subsidiaries during such fiscal year would exceed Four
Million Eight Hundred Thousand Dollars ($4,800,000), provided that the
Company may, during the fiscal year ending June 30, 2001, carry
forward up to Four Hundred Thousand Dollars ($400,000) of permitted
but unused Capital Expenditures from the immediately preceding fiscal
year, and provided further, that in no event shall Capital
Expenditures exceed Five Million Two Hundred Thousand Dollars
($5,200,000) in such fiscal year. During the fiscal year ending June
30, 2002 and during each fiscal year thereafter, the Company will not,
and will not permit any Subsidiary to, make any Capital Expenditure
if, after giving effect thereto, the aggregate amount of all Capital
Expenditures made by the Company and its Subsidiaries during such
fiscal year would exceed Two Million Three Hundred Thousand Dollars
($2,300,000), provided that the Company may, during the fiscal year
ending June 30, 2002 and during any fiscal year thereafter, carry
forward up to Four Hundred Thousand Dollars ($400,000) of permitted
but unused Capital Expenditures from the immediately preceding fiscal
year, and provided further, that in no event shall Capital
Expenditures exceed Two Million Seven Hundred Thousand Dollars
($2,700,000) in any such fiscal year."
(b) Except as amended hereby, the Note Agreement shall remain in full force

and effect.
6. Consents, Waivers and Non-Contravention. Subject to compliance by the
Purchasers with the terms of this Agreement, each of the Security Holders (other
than the Purchasers, and, with respect to clause (e) only, the holders of the
Series C Preferred Stock) hereby (a) consents to the issuance of the shares of
Series D-1 Preferred Stock to the Purchasers pursuant to the terms of the Series
D-1 Purchase Agreement and the adoption of the Articles of Amendment (as defined
in the Series D-l Purchase Agreement), (b) consents to the exchange of
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the existing Series C Preferred Stock for the newly designated Series C
Preferred Stock and Series C-i Preferred Stock pursuant to the Series C Exchange
Agreement, (c) agrees that such issuance and adoption and such exchange will not
constitute a breach or default under any of the Series A Purchase Agreement, the
Series B Purchase Agreement, the Series C Purchase Agreement, the Note Agreement
or the Credit Agreement, (d) other than with respect to the Series C Preferred
Stock, agrees that such issuance and adoption and such exchange will not trigger
any anti-dilution provisions under the Series A Purchase Agreement, the Series B
Purchase Agreement, the Note Agreement, the Preferred B Warrants, the Heller
Warrant Agreement, the Mezzanine Warrants or any other agreement, (e) waives any
anti-dilution rights arising as a result of such issuance and adoption or such
exchange that such Security Holder may have pursuant to any agreement and (f)
waives any preemptive or similar rights arising as a result of such issuance and
adoption or such exchange that such Security Holder may have pursuant to any
other agreement.
7. Miscellaneous.
(a) Notices. All notices, demands or other communications to be given or
delivered under or by reason of the provisions of this Agreement will be in
writing and will be deemed to have been given when delivered personally or by
cable, telex, facsimile transmission, telegram or overnight delivery service, or
72 hours after having been mailed by certified or registered mail, return
receipt requested and postage prepaid, to the recipient. Such notices, demands
and other communications will be sent to each party at such party's address set
forth on the Schedule of Preferred Holders, Schedule of Warrant Holders or
Schedule of Common Shareholders, as the case may.
(b) Governing Law. The construction, validity and interpretation of this
Agreement will be governed by the internal laws of the State of Texas without
giving effect to any choice of law or conflict of law provision or rule (whether
of the State of Texas or any other jurisdiction) that would cause the
application of the laws of any jurisdiction other than the State of Texas.
(c) Entire Agreement. This Agreement and the addendum, exhibits and
schedules hereto embody the entire agreement and understanding between the
parties hereto with respect to the subject matter hereof and supersedes all
prior agreements and understandings relating to such subject matter.
(d) Amendment and Waiver. No amendment, modification or waiver of this
Agreement or any provision hereof shall be effective unless made by the written
agreement of all of the parties hereto.
(e) Further Assurances. Each party to this Agreement hereby covenants and
agrees, without the necessity of any further consideration, to execute and
deliver any and all such further documents and take any and all such other
actions as may be necessary or appropriate to carry out the intent and purposes
of this Agreement and to consummate the transactions contemplated herein.
(f) Counterparts. This Agreement may be executed in one or more
counterparts, each of which shall be deemed an original, but all of which shall
be one and the same document
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(g) Descriptive Headings. The descriptive headings of this Agreement are
inserted for convenience only and do not constitute a part of this Agreement.
* * * *
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IN WITNESS WHEREOF, the parties have executed this Agreement as of the date
first above written.
COMPANY:
MONITRONICS INTERNATIONAL, INC.

By:

/s/ James R. Hull
------------------------------------President and CEO

SECURITY HOLDERS:
AUSTIN VENTURES III-A, L.P.
By: AV Partners III, L.P.,
Its General Partner
By: /s/ Blaine F. Wesner
--------------------------------Blaine F. Wesner,
Authorized Signatory
AUSTIN VENTURES III-B, L.P.
By: AV Partners III, L.P.,
Its General Partner
By: /s/ Blaine F. Wesner
--------------------------------Blaine F. Wesner,
Authorized Signatory
AUSTIN VENTURES V, L.P.
By: AV Partners V, L.P.,
Its General Partner
By: /s/ Blaine F. Wesner
--------------------------------Blaine F. Wesner,
General Partner
AUSTIN VENTURES V AFFILIATES FUND, L.P.
By: AV Partner V, L.P.,
Its General Partner
By: /s/Blaine F. Wesner
--------------------------------Blaine F. Wesner
General Partner
CAPITAL RESOURCE LENDERS II L.P.
By: Capital Resource Partners H, L.P.,
Its General Partner
By:

/s/ illegible signature
--------------------------------General Partner

WINDWARD CAPITAL PARTNERS II, L.P.
By: Windward Capital GP II, LLC,
Its General Partner
By:
--------------------------------Peter S. Macdonald,
Managing Member
WINDWARD CAPITAL LP II, LLC

By:
------------------------------------Peter S. Macdonald,
Managing Member
HULL FAMILY LIMITED PARTNERSHIP, L.P.
By: James R. Hull Management Trust,
Its General Partner
By:
--------------------------------James R. Hull, Trustee
AUSTIN VENTURES V AFFILIATES FUND, L.P.
By: AV Partner V, L.P.,
Its General Partner
By:
--------------------------------Blaine F. Wesner
General Partner
CAPITAL RESOURCE LENDERS II L.P.
By: Capital Resource Partners H, L.P.,
Its General Partner
By:
--------------------------------General Partner
WINDWARD CAPITAL PARTNERS II, L.P.
By: Windward Capital GP II, LLC,
Its General Partner
By: /s/ Peter S. Macdonald
--------------------------------Peter S. Macdonald,
Managing Member
WINDWARD CAPITAL LP II, LLC
By: /s/ Peter S. Macdonald
------------------------------------Peter S. Macdonald,
Managing Member
HULL FAMILY LIMITED PARTNERSHIP, L.P.
By: James R. Hull Management Trust,
Its General Partner
By:
--------------------------------James R. Hull, Trustee
AUSTIN VENTURES V AFFILIATES FUND, L.P.
By: AV Partner V, L.P.,
Its General Partner

By:
--------------------------------Blaine F. Wesner
General Partner
CAPITAL RESOURCE LENDERS II L.P.
By: Capital Resource Partners H, L.P.,
Its General Partner
By:
--------------------------------General Partner
WINDWARD CAPITAL PARTNERS II, L.P.
By: Windward Capital GP II, LLC,
Its General Partner
By:
--------------------------------Peter S. Macdonald,
Managing Member
WINDWARD CAPITAL LP II, LLC
By:
------------------------------------Peter S. Macdonald,
Managing Member
HULL FAMILY LIMITED PARTNERSHIP, L.P.
By: James R. Hull Management Trust,
Its General Partner
By: /s/ James R. Hull
--------------------------------James R. Hull, Trustee

/s/ Robert N. Sherman
----------------------------------------Robert N. Sherman
/s/ Michael Meyers
----------------------------------------Michael Meyers
/s/ Stephen Hedrick
----------------------------------------Stephen Hedrick
/s/ Michael Gregory
----------------------------------------Michael Gregory
PURCHASERS:
ABRY PARTNERS IV, L.P.
By: ABRY Capital Partners, L.P.,
Its General Partner
By: ABRY Capital Partners, LLC,
Its General Partner

By:
----------------------------Name:
Title:
ABRY INVESTMENT PARTNERSHIP, L.P.
By: ABRY Investment GP, LLC,
Its General Partner
By:
--------------------------------Name:
Title:

----------------------------------------Robert N. Sherman
----------------------------------------Michael Meyers
----------------------------------------Stephen Hedrick
----------------------------------------Michael Gregory
PURCHASERS:
ABRY PARTNERS IV, L.P.
By: ABRY Capital Partners, L.P.,
Its General Partner
By: ABRY Capital Partners, LLC,
Its General Partner
By: /s/ Jay Grossman
----------------------------Name: Jay Grossman
Title: Vice President
ABRY INVESTMENT PARTNERSHIP, L.P.
By: ABRY Investment GP, LLC,
Its General Partner
By: /s/ Jay Grossman
--------------------------------Name: Jay Grossman
Title: Vice President
SCHEDULE OF PREFERRED HOLDERS
Austin Ventures III-A, L.P.
Austin Ventures III-B, L.P.
Austin Ventures V, L.P.
Austin Ventures V Affiliates Fund, L.P.
701 Brazos
Suite 1400
Austin, TX 78701
Facsimile: (512) 476-3952
Attn: Blaine F. Wesner
Capital Resource Lenders II, L.P.
c/o Capital Resource Partners
85 Merrimac Street

Suite 200
Boston, MA 02114
Facsimile: (617) 723-9819
Attn: Stephen M. Jenks
Windward Capital Partners II, L.P.
Windward Capital II L.P., LLC
1177 Avenue of the Americas
42nd Floor
New York, NY 10036
Facsimile: (212) 382-6534
Attn: Peter S. Macdonald
ABRY Partners IV, L.P.
ABRY Investment Partnership, L.P.
18 Newbury Street
Boston, MA 02116
Facsimile: (617) 859-7205
Attn: Jay Grossman
SCHEDULE OF WARRANT HOLDERS
Capital Resource Lenders II, L.P.
c/o Capital Resource Partners
85 Merrimac Street
Suite 200
Boston, MA 02114
Facsimile: (617) 723-9819
Attn: Stephen M. Jenks
Austin Ventures III-A, L.P.
Austin Ventures III-B, L.P.
Austin Ventures V, L.P.
Austin Ventures V Affiliates Fund, L.P.
701 Brazos
Suite 1400
Austin, TX 78701
Facsimile: (512) 476-3952
Attn: Blaine F. Wesner
SCHEDULE OF COMMON SHAREHOLDERS
1.

Hull Family Limited Partnership, L.P.
c/o Monitronics International, Inc.
12801 Stemmons Freeway
Suite 821
Dallas, TX 75234
Facsimile: (972) 919-1985

3.

Michael Meyers
c/o Monitronics International, Inc.
12801 Stemmons Freeway
Suite 821
Dallas, TX 75234
Facsimile: (972) 919-1985

4.

Stephen Hedrick
c/o Monitronics International, Inc.
12801 Stemmons Freeway
Suite 821
Dallas, TX 75234
Facsimile: (972) 919-1985

5.

Michael Gregory
c/o Monitronics International, Inc.
12801 Stemmons Freeway
Suite 821
Dallas, TX 75234
Facsimile: (972) 919-1985

EXHIBIT 10.26
SEVENTH AMENDMENT AGREEMENT
This Seventh Amendment Agreement (the "Agreement") is entered into as
of January 18, 2002 by and among Monitronics International, Inc., a Texas
corporation (the "Company"), the holders of Preferred Stock listed on Schedule
of Preferred Holders attached hereto (the "Preferred Holders"), the holders of
Common Stock Purchase Warrants listed on the Schedule of Warrant Holders
attached hereto (the "Warrant Holders"), the holders of Common Stock listed on
the Schedule of Common Shareholders attached hereto (the "Common Shareholders"
and, together with the Preferred Holders and the Warrant Holders, the "Security
Holders").
Recitals
The Company and certain of the Security Holders are parties to, among
other agreements, the Preferred Stock Subordination Agreement, dated as of May
10, 1996 as amended by that certain Amendment Agreement, dated as of November
22, 1996 (the "First Amendment Agreement"), that certain Second Amendment
Agreement, dated as of May 19, 1997 (the "Second Amendment Agreement"), that
certain Transfer, Assignment and Assumption Agreement and Third Amendment
Agreement, dated as of January 1, 1998 (the "Third Amendment Agreement"), that
certain Transfer, Assignment and Assumption Agreement and Fourth Amendment
Agreement, dated as of July 22, 1998 (the "Fourth Amendment Agreement"), that
certain Fifth Amendment Agreement dated as of March 9, 1999 (the "Fifth
Amendment Agreement"), and that certain Sixth Amendment Agreement dated as of
April 27, 2001 (the "Sixth Amendment Agreement") (as so amended the "Preferred
Subordination Agreement").
The Company and certain of the Preferred Holders are parties to a Stock
Purchase Agreement, dated as of October 21, 1994, as amended by that certain
Amendment No. 1 to Stock Purchase Agreement, dated as of November 10, 1994, that
certain Amendment No. 2 to Stock Purchase Agreement, dated as of May 10, 1996,
the First Amendment Agreement, the Second Amendment Agreement, the Third
Amendment Agreement, that certain Consent to Various Actions under Various
Documents, dated as of May 13, 1998, that certain Consent to Various Actions
under Various Documents and Amendment to Stock Purchase Agreement, dated as of
January 6, 1999, and the Sixth Amendment Agreement (as so amended, the "Series A
Purchase Agreement"), providing, among other things, for the purchase by such
Preferred Holders of 4,000,000 shares of Series A Preferred Stock of the
Company.
The Company and certain of the Common Stockholders are parties to an
Amended and Restated Affiliate Registration Agreement, dated May 19, 1996, as
amended by the First Amendment Agreement, the Second Amendment Agreement, the
Third Amendment Agreement and the Fourth Amendment Agreement (as so amended, the
"Affiliate Registration Agreement").
The Company and certain of the Warrant Holders are parties to a Senior
Subordinated Note and Warrant Purchase Agreement, dated as of May 10, 1996, as
supplemented and modified by (i) the Senior Subordinated Note and Warrant
Purchase Agreement, dated as of November 22, 1996, (ii) the Senior Subordinated
Note and Warrant Purchase Agreement, dated as of May 19, 1997, as amended by
that certain Amendment, dated as of March 13, 1998, that certain Second
Amendment, dated as of January 13, 1999, that certain Termination of Put Rights,
dated as of June 15, 1998, that certain Third Amendment, dated as of March 9,
1999, and that certain Fourth Amendment, dated as of February 4, 2000 and (iii)
the Sixth Amendment Agreement (as so supplemented and modified, the "Note
Agreement"), providing, among other things, for the purchase by such Warrant
Holders of warrants (the "Mezzanine Warrants") to acquire up to 569,757 shares
(subject to adjustment as provided in such Warrants) of Class A Common Stock of
the Company.
The Company and certain of the Preferred Holders are parties to a
Series B Preferred Stock Purchase Agreement, dated as of May 19, 1997, as
amended by the Third Amendment Agreement, that certain Termination of Put
Rights, dated as of June 15, 1998 and the Sixth Amendment Agreement (as so
amended, the "Series B Purchase Agreement"), providing, among other things, for
the purchase by such Preferred Holders of 5,000,000 shares of Series B Preferred
Stock and warrants (the "Preferred B Warrants") to acquire up to 961,700 shares
(subject to adjustment as provided in such Warrants) of Class A Common Stock of
the Company.
The Company and certain of the Preferred Holders are parties to a
Series C Preferred Stock Purchase Agreement (the "Series C Purchase Agreement"),
dated as of February 22, 1999, providing, among other things, for the purchase
by such Preferred Holders of 1,409,375 shares of Series C Preferred Stock of the
Company.
The Company and certain of the Preferred Holders are parties to a
Series C Preferred Stock Exchange Agreement, dated as of April 27, 2001,

providing, among other things, for the exchange by such Preferred Holders of
1,409,375 shares of Series C Preferred Stock of the Company for 1,409,375 shares
of Series C Preferred Stock and 251,420 shares of Series C-1 Preferred Stock of
the Company.
The Company and certain of the Preferred Holders have entered into a
Series D-1 Preferred Stock Purchase Agreement, dated as of April 27, 2001, as
amended by that certain First Amendment to Series D-1 Preferred Stock Purchase
Agreement, dated as of January 18, 2002 (as so amended, the "Series D-1 Purchase
Agreement"), providing, among other things, for the purchase by such Preferred
Holders of up to 70,000 shares of Series D-1 Preferred Stock of the Company.
The Company and the Security Holders are parties to a Fourth Amended
and Restated Shareholders Agreement, dated as of January 18, 2002 (as in effect
from time to time, the "Shareholders Agreement").
The Company and a certain Warrant Holder are parties to a Subordinated
Note and Warrant Purchase Agreement, dated as of January 18, 2002 (the "2001
Note Agreement"), providing, among other things, for the purchase by such
Warrant Holder (referred to herein as the "Purchaser") of (i) $40 million of the
Company's 13.5% Subordinated Notes (the "Subordinated Notes") and (ii) warrants
(the "2001 Warrants") to acquire up to 1,133,328 shares (subject to adjustment
as provided by such Warrants) of Class A Common Stock of the Company (the "2001
Warrant Shares").
The parties hereto desire to take the actions contemplated by this
Agreement in order to facilitate the transactions contemplated by the 2001 Note
Agreement.
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Capitalized terms not defined elsewhere herein shall have the
respective meanings assigned to them in the Shareholders Agreement or in the
Articles of Incorporation of the Company, as amended (the "Articles of
Incorporation"), as applicable.
In consideration of the premises and the agreements herein contained,
and intending to be bound hereby, the parties hereby agree as follows:
1.
Addition of Purchaser as a Party to the Preferred Subordination
Agreement. The parties hereto hereby consent to and approve of the addition of
the Purchaser as a party to the Preferred Subordination Agreement, and
acknowledge and agree that such Purchaser shall be bound by all of the terms and
conditions of such agreement, as amended hereby and as from time to time in
effect, and that such terms and conditions shall inure to the benefit of the
Purchaser.
2.

Amendments to the Preferred Subordination Agreement.

(a)
The parties hereto that are parties to the Preferred
Subordination Agreement hereby agree that the Preferred Subordination Agreement
shall be amended as follows:
(i)
Section 1 shall be amended by deleting the definitions of
the terms "Notes" and "Purchase Agreement' in their entirety and substituting
the following in lieu thereof:
"'Notes' shall mean (i) the 12.0% Senior Subordinated Notes due
June 30, 2007 and (ii) the 13.5% Subordinated Notes due 2009
issued by the Company pursuant to the Purchase Agreements, and
any notes issued in exchange therefore or in replacement thereof,
as the same may be amended, modified or supplemented."
"'Purchase Agreements' shall mean (i) the Senior Subordinated
Note and Warrant Purchase Agreement, dated as of May 10, 1996, as
supplemented and modified by (a) the Senior Subordinated Note and
Warrant Purchase Agreement, dated as of November 22, 1996, (b)
the Senior Subordinated Note and Warrant Purchase Agreement,
dated as of May 19, 1997, as amended by that certain Amendment,
dated as of March 13, 1998, that certain Second Amendment, dated
as of January 13, 1999, that certain Termination of Put Rights,
dated as of June 15, 1998, that certain Third Amendment, dated as
of March 9, 1999, and that certain Fourth Amendment, dated as of
February 4, 2000, (c) the Sixth Amendment Agreement, dated as of
April 27, 2001, and (d) the Seventh Amendment Agreement, dated as
of January 18, 2002 and (ii) the Subordinated Note and Warrant
Purchase Agreement, dated as of January 18, 2002."
(ii)
Section 2.5 shall be amended by deleting "June 30, 2003"
and replacing it with "January 18, 2009."
(iii)
Exhibit A shall be amended by adding the following notice
information for the Purchaser:
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"The Northwestern Mutual Life Insurance Company
720 East Wisconsin Avenue
Milwaukee, WI 53202
Facsimile: 414-299-7124
Attn: Securities Department
With a copy to:
Schiff Hardin & Waite
6600 Sears Tower
Chicago, Illinois 60606-6473
Facsimile: 312-258-5600
Attn: Andrew Kling"
(iv)
Exhibt A shall be further amended by deleting the notice
information for Glast, Phillips & Murray, P.C. and Hughes & Luce, L.L.P. and
substituting the following in lieu thereof, respectively:
"Vinson & Elkins L.L.P.
2001 Ross Avenue
Suite 3700
Dallas, Texas 75201
Attention: Christine A. Hathaway
Fax Number: (214) 999-7714"
"Vinson & Elkins L.L.P.
One American Center
600 Congress Avenue, Suite 2700
Austin, Texas 78701-3200
Attention: William R. Volk
Fax Number: (512) 236-3450"
(b)
Except as amended hereby, the Preferred Subordination Agreement
shall remain in full force and effect.
3.

Amendments to the Series A Purchase Agreement.

(a)
The parties hereto that are parties to the Series A Purchase
Agreement hereby agree that the Series A Purchase Agreement shall be amended as
follows:
(i)
All references to the term "Notes" in the Series A
Purchase Agreement shall be deemed to include the "Subordinated Notes" (as such
term is defined herein).
(ii)
All references to the term "Mezzanine Warrants" in the
Series A Purchase Agreement shall be deemed to include the "2001 Warrants" (as
such term is defined herein).
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(iii)
All references to the term "Mezzanine Warrant Shares" in
the Series A Purchase Agreement shall be deemed to include the "2001 Warrant
Shares" ( as such term is defined herein).
(iv)
All references to the term "Note Agreement" in the Series
A Purchase Agreement, shall be deemed to include the "2001 Note Agreement" (as
such term is defined herein).
(v)
Section 4D(iv) shall be amended by deleting such
subsection in its entirety and substituting in lieu thereof:
"(iv)
the Company from issuing (A) Class A Common Stock
pursuant to the 1999 Stock Plan and the 2001 Stock Plan (as in
effect on January 18, 2002), (B) Class A Common Stock upon
conversion of shares of Series A Preferred Stock pursuant to the
Articles of Incorporation, (C) Class A Common Stock upon
conversion of shares of Series B Preferred Stock pursuant to the
Articles of Incorporation, (D) Class A Common Stock upon
conversion of shares of Series C Preferred Stock pursuant to the
Articles of Incorporation, (E) Class A Common Stock and Series
D-2 Preferred Stock upon conversion of the Series D-1 Preferred
Stock pursuant to the Articles of Incorporation, (F) the issuance
of the Warrant Shares upon the exercise of the Warrants
(capitalized terms used in this clause (F) shall have the
meanings ascribed to them in the Articles of Incorporation), or
(G) Class A Common Stock issuable upon conversion of any
outstanding Class B Common Stock."
(vi)
Section 7J shall be amended by requiring that a copy of
any notice delivered to the Company under the Stock Purchase Agreement should be

sent to the Company's counsel as set forth below:
"Vinson & Elkins L.L.P.
2001 Ross Avenue
Suite 3700
Dallas, Texas 75201
Facsimile: (214) 999-7714
Attn: Christine A. Hathaway"
(b)
Except as amended hereby, the Series A Purchase Agreement shall
remain in full force and effect.
4.

Amendments to the Series B Purchase Agreement.

(a)
The parties hereto that are parties to the Series B Purchase
Agreement hereby agree that the Series B Purchase Agreement shall be amended as
follows:
(i)
Section 7D(ii) shall amended by deleting such section in
its entirety and substituting the following in lieu thereof:
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"(iv)
the Company from issuing (A) Class A Common Stock
pursuant to the 1999 Stock Plan and the 2001 Stock Plan (as in
effect on January 18, 2002), (B) Class A Common Stock upon
conversion of shares of Series A Preferred Stock pursuant to the
Articles of Incorporation, (C) Class A Common Stock upon
conversion of shares of Series B Preferred Stock pursuant to the
Articles of Incorporation, (D) Class A Common Stock upon
conversion of shares of Series C Preferred Stock pursuant to the
Articles of Incorporation, (E) Class A Common Stock and Series
D-2 Preferred Stock upon conversion of the Series D-1 Preferred
Stock pursuant to the Articles of Incorporation, (F) the issuance
of the Warrant Shares upon the exercise of the Warrants
(capitalized terms used in this clause (F) shall have the
meanings ascribed to them in the Articles of Incorporation), or
(G) Class A Common Stock issuable upon conversion of any
outstanding Class B Common Stock."
(ii)
Section 11E shall be amended by deleting the notice
address for Glast, Phillips & Murray, P.C. in its entirety and substituting the
following in lieu thereof:
"Vinson & Elkins L.L.P.
2001 Ross Avenue
Suite 3700
Dallas, Texas 75201
Facsimile: (214) 999-7714
Attn: Christine A. Hathaway"
(b)
Except as amended hereby, the Series B Purchase Agreement shall
remain in full force and effect.
5.

Amendments to the Affiliate Registration Agreement.

(a)
The parties that are parties to the Affiliated Registration
Agreement hereby agree that the Affiliate Registration Agreement shall be
amended as follows:
(i)
All references to the term "Warrants" in the Affiliate
Registration Agreement shall be deemed to include the "2001 Warrants" (as such
term is defined herein).
(ii)
All references to the term "Warrant Shares" in the
Affiliate Registration Agreement shall be deemed to include the "2001 Warrant
Shares" (as such term is defined herein).
(iii)
All references to the term "Note Agreement" in the
Affiliate Registration Agreement shall be deemed to include the 2001 Note
Agreement (as such term is defined herein).
(iv)
All references to the term "Underlying Common Stock" in
the Affiliate Registration Agreement shall be deemed to include the shares of
Class A Common Stock issued or issuable upon the conversion of the Series A
Preferred Stock, the Series B Preferred Stock, the Series C Preferred Stock and
the Series D-1 Preferred Stock.
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(v)
Section 6(c) shall be amended by deleting the notice
address for Glast, Phillips & Murray, P.C. in its entirety and substituting the
following in lieu thereof:

"Vinson & Elkins L.L.P.
2001 Ross Avenue
Suite 3700
Dallas, Texas 75201
Facsimile: (214) 999-7714
Attn: Christine A. Hathaway"
(b)
Except as amended hereby, the Affiliate Registration Agreement
shall remain in full force and effect.
6.

Amendments to the Note Agreement.

(a)
The parties hereto that are parties to the Note Agreement hereby
agree that the Note Agreement shall be amended as follows:
(i)
Section 1.01 shall be amended by deleting the definitions
of "Change in Control," "Class A Preferred Stock," Class B Preferred Stock,"
"Net Operating Income," "Purchasers" and "Qualified IPO" and inserting the
following:
"'Change in Control' means any transaction or any event as a
result of which (i) any one or more Persons (other than a
Purchaser or a stockholder or a holder of warrants or options to
acquire capital stock of the Company on the closing date of the
Subordinated Note Agreement) acquires or for the first time
controls or is able to vote (directly or through nominees or
beneficial ownership) after the closing date of the Subordinated
Note Agreement (other than as the direct result of a transfer by
descent or distribution of a decedent's estate) fifty percent
(50%) or more of the deemed issued and outstanding stock of the
Company having power ordinarily to vote for directors of the
Company (on a fully-diluted, as converted basis); or (ii) Austin
Ventures and its Affiliates no longer own at least twenty-five
percent (25%) of the then issued and outstanding shares of the
Class A Common Stock of the Company, calculated on a
fully-diluted, as converted basis; or (iii) James R. Hull is no
longer the chief executive officer of the Company and the Company
has not obtained a replacement chief executive officer,
satisfactory to the Purchasers in their reasonable judgment,
within 120 days of Mr. Hull's ceasing to so serve."
"'Net Operating Income' for any period means Net Income for such
period, plus an amount equal to the aggregate of all taxes,
depreciation, amortization and interest expense for such period
(in each case to the extent deducted in determining Net Income
for such period), plus, solely for the fiscal year ended June 30,
2002, up to five hundred fifty thousand dollars ($550,000) in one
time expenses attributable to the Company's
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proposed Rule 144A offering if such offering is terminated prior
to June 30, 2002 minus Out of Holdback Revenue and extraordinary
income."
"'Preferred Stock' shall mean the Company's preferred stock, $.01
par value per share, as authorized by the Company's Articles of
Incorporation as filed and in effect on April 27, 2001, and as
the same may be amended from time to time."
"Purchasers" means and shall include CRL, Austin III-A, Austin
III-B (with respect to each entity, for as long as such entity
holds any of the Notes or Warrants) and any other holder or
holders from time to time of any of the Notes or Warrants.
"Qualified IPO means a firm commitment underwritten public
offering of shares of the Company's Common Stock in which (i) the
aggregate proceeds to the Company and/or any shareholders
participating in the offering, if any, are at least $20 million
and (ii) the aggregate market valuation of the Company's Common
Stock is then not less than $60 million."
"'Series A Preferred Stock' means the 4,000,000 shares of the
Company's Series A Preferred Stock, $.01 par value per share,
outstanding as of January 18, 2002."
"'Series B Preferred Stock' means the Company's Series B
Preferred Stock, $.01 par value per share, outstanding as of
January 18, 2002."
"'Series C Preferred Stock' means the 1,409,375 shares of the
Company's Series C Preferred Stock, $.01 par value per share,
outstanding as of January 18, 2002."

"'Series C-1 Preferred Stock' means the 251,420 shares of the
Company's Series C-1 Preferred Stock, $.01 par value per share,
outstanding as of January 18, 2002."
"'Series D-1 Preferred Stock' means the 70,000 shares of the
Company's Series D-1 Preferred Stock, $.01 par value per share,
outstanding as of January 18, 2002."
"'Series D-2 Preferred Stock' means the 70,000 shares of the
Company's Series D-2 Preferred Stock, $.01 par value per share,
authorized by the Company's Articles of Incorporation as filed
and in effect on April 27, 2001, and as the same may be amended
from time to time."
"'Subordinated Note Agreement' means the Subordinated Note and
Warrant Purchase Agreement dated January 18, 2002 between the
Company and The Northwestern Mutual Life Insurance Company."
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(ii)
Section 2.12 shall be amended by deleting such subsection
in its entirety and substituting the following in lieu thereof:
"Subordination. The indebtedness evidenced by the Notes and the
rights and remedies of the Purchasers under this Agreement shall
be subordinate and junior to certain Indebtedness of the Company
to the Banks in the manner and to the extent provided in the
Fifth Amended and Restated Intercreditor and Subordination
Agreement dated January 18, 2002 by and among the Banks, the
Company and the Purchasers (the "Subordination Agreement")."
(iii)
Section 3.09 shall be amended by deleting such subsection
in its entirety and substituting the following in lieu thereof:
"Right to Purchase New Mezzanine Securities. Prior to issuing any
Subordinated Debt after the Closing Date that is not issued in
connection with any capital stock or similar security, including
without limitation, securities containing equity features and
securities containing profit participation features, or any
security convertible or exchangeable, with or without
consideration, into or for any stock or similar security, or any
security carrying any warrant or right to subscribe for or
purchase any stock or similar security, or any such warrant or
right (such Subordinated Debt herein referred to as "Mezzanine
Securities"), of the Company or any of its Subsidiaries to any
Person, the Company will first give, or cause such Subsidiary to
give to each of the holders of the Warrants and the Warrant
Shares the right to purchase, on the same terms, the same
proportion of the Mezzanine Securities proposed to be sold by the
Company or such Subsidiary as the number of Warrants and Warrant
Shares owned by such holder bears to the total number of shares
of Outstanding Common Stock at that time. Persons electing to
purchase Mezzanine Securities pursuant to this Section shall also
be entitled to purchase (pro rata according to their holdings of
Warrants and Warrant Shares) offered Mezzanine Securities that
other holders decline to purchase. Any such right of purchase
shall be exercisable for a period of twenty (20) days after the
holders receive written notice of a proposed issuance of
Mezzanine Securities (and any such notice by the Company or a
Subsidiary shall be given not less than twenty (20) no more than
ninety (90) days prior to any such issuance). The Company shall
be entitled to sell any Mezzanine Securities not purchased by the
holders of Warrants and Warrant Shares pursuant to this Section
3.09: (i) during the period ending six (6) months after the date
of the Company's notice to such holders and (ii) at not less than
the same price and upon terms not materially less favorable to
the Company than those offered to the holders of Warrants and
Warrant Shares, but may not otherwise sell such Mezzanine
Securities without renewed compliance with this Section 3.09."
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(iv)

Section 3.10 is deleted in its entirety.

(v)
Section 3.11 shall be amended by deleting such subsection
in its entirety and substituting the following in lieu thereof:
"Termination Upon Qualified IPO. Each of the Purchasers' right to
purchase new Mezzanine Securities set forth in Section 3.09 shall
terminate immediately prior to the closing of a Qualified IPO."
(vi)

Section 7.01(p) is deleted in its entirety.

(vii)
Section 7.01(r) shall be amended by deleting such
subsection in its entirety and substituting the following in lieu thereof:
"Maximum Total Debt to Annualized Net Operating Income Ratio.
Maintain a ratio of (i) Total Debt outstanding as of the end of
the month immediately preceding the last day of each fiscal
quarter of the Company to (ii) an amount equal to four (4) times
Net Operating Income for the three months ending on the last day
of such fiscal quarter of not greater than the following ratios
for the periods indicated (such compliance to be determined as of
the last day of each fiscal quarter of the Company ending during
such period):

Period
------

Maximum Ratio of Total Debt to
Four times (4x) trailing three
months' Net Operating Income
----------------------------

From the Closing Date through
December 31, 2002

4.31 to 1

From January 1, 2003 through
December 31, 2003

4.03 to 1

From January 1, 2004 through
June 30, 2004

3.74 to 1

Thereafter

3.45 to 1"

(viii) Section 7.01(s) shall be amended by deleting such
subsection in its entirety and substituting the following in lieu thereof:
"Maximum Total Senior Debt to Annualized Net Operating Income
Ratio. Maintain a ratio of (i) Total Senior Debt outstanding as
of the end of the immediately preceding month to (ii) an amount
equal to twelve (12) times Net Operating Income for the month
then ending of not greater than the following ratios for the
periods indicated (such compliance to be determined as of the
last day of any month ending during such period):
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Period
------

Maximum Ratio of Total Senior
Debt to Twelve times (12x) Net
--Operating Income for Month then Ending
--------------------------------------

From the Closing Date through
January 31, 2002

4.31 to 1

From February 1, 2002 through
December 31, 2002

3.74 to 1

From January 1, 2003 through
December 31, 2003

3.45 to 1

Thereafter

3.16 to 1"

(ix)
Section 7.01(v) shall be amended by deleting such
subsection in its entirety and substituting the following in lieu thereof:
"Minimum Fixed Charge Coverage Ratio. Maintain a ratio of
(i) an amount equal to Net Operating Income for the period of
twelve (12) consecutive months ended on the date of determination
to (ii) Fixed Charges for the same twelve (12) month period of
not less than the following ratios for the periods indicated
(such compliance to be determined as of the last day of each
fiscal quarter of the Company ending during such period):
Period
------

Fixed Charge Coverage Ratio
---------------------------

From the Closing Date through
December 31, 2003

1.49 to 1

From January 1, 2004 through
June 30, 2004

1.06 to 1

Thereafter

0.89 to 1"

(x)
Section 7.02(b) shall be amended by deleting such
subsection in its entirety and substituting the following in lieu thereof:
"Indebtedness. Without the prior written consent of the
Purchasers, create, incur, assume, or suffer to exist, or permit
any Subsidiary to create, incur, assume or suffer to exist, any
liability with respect to Indebtedness for borrowed money
(including, without limitation, the amount of any purchase price
which is secured by a purchase money security interest) other
than (i) Senior Debt in an amount not to exceed $359,500,000
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million, (ii) the Notes, (iii) Holdback Debt incurred in the
ordinary course of business, (iv) the Company's 13.5%
Subordinated Notes issued pursuant to the Subordinated Note
Agreement and (v) an unlimited amount of Junior Subordinated Debt
(excluding any amounts referenced in clause (iv))outstanding at
any time on a consolidated basis, provided that the incurrence
and maintenance of all such Indebtedness does not result in the
Company's or any Subsidiary's failure to comply with any of the
other provisions of Article VII hereof."
(xi)
Section 7.02(c) shall be amended be deleting the
reference to $1,150,000 and inserting $1,725,000 in lieu thereof.
(xii)
Section 7.02(f)(vi) shall be amended by deleting such
subsection in its entirety and substituting the following in lieu thereof:
"acquisitions of assets, capital stock or other property which
individually and in the aggregate are not material to the Company
or such Subsidiary (assets, capital stock and other property with
a fair market value of less than $100,000 acquired in any
one-year period in the aggregate shall not be deemed "material");
provided, however, that each such acquisition can be made in
compliance with the other terms of this Agreement, including,
without limitation, Section 7.02(l); and provided further,
however, that this Section 7.02(f)(vi) shall not prohibit the
acquisition (either directly or indirectly through the purchase
of 100% of the outstanding ownership interests of a Person) of
alarm system monitoring contracts in the ordinary course of
business."
(xiii) Section 7.02(g)(iv) shall be amended by deleting such
subsection in its entirety and substituting the following in lieu thereof:
"(iv) the Company from issuing (A) Class A Common Stock pursuant
to the 1999 Stock Plan and the 2001 Stock Plan (as in effect on
January 18, 2002), (B) Class A Common Stock upon conversion of
shares of Series A Preferred Stock pursuant to the Articles of
Incorporation, (C) Class A Common Stock upon conversion of shares
of Series B Preferred Stock pursuant to the Articles of
Incorporation, (D) Class A Common Stock upon conversion of shares
of Series C Preferred Stock pursuant to the Articles of
Incorporation, (E) Class A Common Stock and Series D-2 Preferred
Stock upon conversion of the Series D-1 Preferred Stock pursuant
to the Articles of Incorporation, (F) the issuance of the Warrant
Shares upon the exercise of the Warrants (capitalized terms used
in this clause (F) shall have the meanings ascribed to them in
the Articles of Incorporation), or (G) Class A Common Stock
issuable upon conversion of any outstanding Class B Common
Stock;"
(xiv)
Section 7.02(l) shall be amended by deleting such
subsection in its entirety and substituting the following in lieu thereof:
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"During the fiscal year ending June 30, 2002 and during each
fiscal year thereafter, the Company will not, and will not permit
any Subsidiary to, make any Capital Expenditure if, after giving
effect thereto, the aggregate amount of all Capital Expenditures
made by the Company and its Subsidiaries during such fiscal year
would exceed Three Million Four Hundred Fifty Thousand Dollars
($3,450,000), provided, that the Company may, during the fiscal
year ending June 30, 2002 and during any fiscal year thereafter,
carry forward up to Four Hundred Thousand Dollars ($400,000) of
permitted but unused Capital Expenditures from the immediately
preceding fiscal year, and provided further, that in no event
shall Capital Expenditures exceed Three Million Eight Hundred
Fifty Thousand Dollars ($3,850,000) in any such fiscal year."
(xv)

Section 7.03(c) shall be amended by replacing the

reference to Purchasers therein with the phrase "holders of sixty-six and
two-thirds percent (66 2/3%) in principal amount of Notes then outstanding."
(xvi)
Section 7.03(e) shall be amended by deleting the phrase
"and setting forth the calculation of "Borrowing Base" under the Loan
Agreement."
(xvii) Section 9.03 shall be amended by deleting the notice
information for Glast, Phillips & Murray, P.C. and substituting the following in
lieu thereof:
"Vinson & Elkins L.L.P.
2001 Ross Avenue
Suite 3700
Dallas, Texas 75201
Attention: Christine A. Hathaway
Telecopy No.: (214) 999-7714"
(xviii) Section 8.01(c) shall be amended by deleting such
subsection in its entirety and substituting in lieu thereof:
"(c) The Company (i) shall default in the performance of any
covenant contained in Sections 7.01(r), (s), (t) and (v) or
Sections 7.02(a), (b) or (g) or Section 7.03(a) or (ii) shall
default in the performance of any other covenant contained in
Section 7.02 and such default shall remain unremedied for ten
(10) days; or"
(xix)
Section 8.01 shall be amended by adding an additional
subsection (j) as set forth below:
"(j) Any event of default shall exist under the Subordinated Note
Agreement and shall not be cured within any applicable grace or
cure period."
(b)
Except as amended hereby, the Note Agreement shall remain in
full force and effect.
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7.
Consents, Waivers and Non-Contravention. Subject to compliance by
the Purchaser with the terms of this Agreement, each of the Security Holders
(other than the Purchaser) hereby (a) consents to the issuance of the 2001 Notes
and 2001 Warrants to the Purchaser pursuant to the terms of the 2001 Note
Agreement and the adoption of the Articles of Amendment of the Company's
Articles of Incorporation, (b) agrees that such issuance and adoption will not
constitute a breach or default under any of the Series A Purchase Agreement, the
Series B Purchase Agreement, the Series C Purchase Agreement, the Series D-1
Purchase Agreement, the Note Agreement or the Credit Agreement (c) agrees that
the issuance of 522,953 shares of Class A Common Stock to employees of the
Company in connection with the anti-dilution adjustments made in connection with
the transactions contemplated by the Subordinated Note Agreement (the
"Restricted Shares") will not trigger any anti-dilution provisions under the
Series A Purchase Agreement, the Series B Purchase Agreement, the Note
Agreement, the Preferred B Warrants, the Heller Warrant Agreement, the Mezzanine
Warrants, the 2001 Warrants or any other agreement, (d) agrees that the issuance
of the Restricted Shares shall not be deemed to be an issuance of Additional
Shares of Common Stock for purposes of determining the number of Fully Diluted
Shares of Common Stock and (e) waives any preemptive or similar rights arising
as a result of such issuances and adoption that such Security Holder may have
pursuant to any other agreement.
8.

Miscellaneous.

(a)
Notices. All notices, demands or other communications to be given
or delivered under or by reason of the provisions of this Agreement will be in
writing and will be deemed to have been given when delivered personally or by
cable, telex, facsimile transmission, telegram or overnight delivery service, or
72 hours after having been mailed by certified or registered mail, return
receipt requested and postage prepaid, to the recipient. Such notices, demands
and other communications will be sent to each party at such party's address set
forth on the Schedule of Preferred Holders, Schedule of Warrant Holders or
Schedule of Common Shareholders, as the case may be.
(b)
Governing Law. The construction, validity and interpretation of
this Agreement will be governed by the internal laws of the State of Texas
without giving effect to any choice of law or conflict of law provision or rule
(whether of the State of Texas or any other jurisdiction) that would cause the
application of the laws of any jurisdiction other than the State of Texas.
(c)
Entire Agreement. This Agreement and the addendum, exhibits and
schedules hereto embody the entire agreement and understanding between the
parties hereto with respect to the subject matter hereof and supersedes all
prior agreements and understandings relating to such subject matter.

(d)
Amendment and Waiver. No amendment, modification or waiver of
this Agreement or any provision hereof shall be effective unless made by the
written agreement of all of the parties hereto.
(e)
Further Assurance. Each party to this Agreement hereby covenants
and agrees, without the necessity of any further consideration, to execute and
deliver any and all such further documents and take any and all such other
actions as may be necessary or appropriate to carry
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out the intent and purposes of this Agreement and to consummate the transactions
contemplated herein.
(f)
Counterparts. This Agreement may be executed in one or more
counterparts, each of which shall be deemed an original, but all of which shall
be one and the same document.
(g)
Descriptive Headings. The descriptive headings of this Agreement
are inserted for conveniences only and do not constitute a part of this
Agreement.
* * * *
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IN WITNESS WHEREOF, the parties have executed this Agreement as of the
date first above written.
COMPANY:
MONITRONICS INTERNATIONAL, INC.

By: /s/ James R. Hull
-----------------------------------James R. Hull,
President and CEO
SECURITY HOLDERS:
AUSTIN VENTURES III-A, L.P.
By:

AV Partners III, L.P.,
Its General Partner
By: /s/ Blaine F. Wesner
-----------------------------Blaine F. Wesner,
Authorized Signatory

AUSTIN VENTURES III-B, L.P.
By:

AV Partners III, L.P.,
Its General Partner
By: /s/ Blaine F. Wesner
-----------------------------Blaine F. Wesner,
Authorized Signatory

AUSTIN VENTURES V. L.P.
By:

AV Partners V, L.P.,
Its General Partner
By: /s/ Blaine F. Wesner
-----------------------------Blaine F. Wesner,
General Partner

AUSTIN VENTURES V AFFILIATES FUND, L.P.
By:

AV Partners V. L.P.,
Its General Partner

By: /s/ Blaine F. Wesner
------------------------------Blaine F. Wesner,
General Partner
CAPITAL RESOURCE LENDERS II, L.P.
By:

Capital Resource Partners II, L.P.,
Its General Partner
By: /s/ Stephen M. Jenks
------------------------------Stephen M. Jenks
General Partner

WINDWARD CAPITAL PARTNERS II, L.P.
By:

Windward Capital GP II, LLC,
Its General Partner
By: /s/ Peter S. Macdonald
------------------------------Peter S. Macdonald,
Managing Member

WINDWARD CAPITAL LP II, LLC
By: /s/ Peter S. Macdonald
------------------------------------Peter S. Macdonald,
Managing Member
ABRY PARTNERS IV, L.P.
By:

ABRY Capital Partners, L.P.,
Its General Partner
By:

ABRY Capital Partners, LLC,
Its General Partner
By: /s/ Jay Grossman
-----------------------Name: Jay Grossman
Title:

ABRY INVESTMENT PARTNERSHIP, L.P.
By:

ABRY Investment GP, LLC,
Its General Partner
By: /s/ Jay Grossman
-----------------------------Name: Jay Grossman
Title:

HULL FAMILY LIMITED PARTNERSHIP, L.P.
By:

James R. Hull Management Trust,
Its General Partner
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FOURTH AMENDED AND RESTATED
SHAREHOLDERS AGREEMENT
This Fourth Amended and Restated Shareholders Agreement (the "Agreement")
is entered into as of January 18, 2002 by and among Monitronics International,
Inc., a Texas corporation (the "Company"), the holders of Preferred Stock listed
on the Schedule of Preferred Holders attached hereto (the "Preferred Holders"),
the holders of Warrants listed on the Schedule of Warrant Holders attached
hereto (the "Warrant Holders" and collectively with the Preferred Holders, the
"Purchasers"), the holders of Common Stock of the Company listed on the Schedule
of Common Shareholders attached hereto (the "Common Shareholders" and, together
with the Purchasers and such other parties as may from time to time become
parties hereto, the "Shareholders").
Recitals
The Company and certain of the Preferred Holders are parties to a Stock

Purchase Agreement, dated as of October 21, 1994, as amended by that certain
Amendment No. 1 to Stock Purchase Agreement, dated as of November 10, 1994, that
certain Amendment No. 2 to Stock Purchase Agreement, dated as of May 10, 1996,
that certain Amendment Agreement, dated as of November 22, 1996 (the "First
Amendment Agreement"), that certain Second Amendment Agreement, dated as of May
19, 1997 (the "Second Amendment Agreement"), that certain Transfer, Assignment
and Assumption Agreement and Third Amendment Agreement, dated as of January 1,
1998 (the "Third Amendment Agreement"), that certain Consent to Various Actions
under Various Documents, dated as of May 13, 1998, that certain Consent to
Various Actions under Various Documents and Amendment to Stock Purchase
Agreement, dated as of January 6, 1999, that certain Sixth Amendment Agreement
dated as of April 27, 2001 (the "Sixth Amendment Agreement") and that certain
Seventh Amendment Agreement dated as of January 18, 2002 (the "Seventh Amendment
Agreement") (as so amended, the "Series A Purchase Agreement"), providing, among
other things, for the purchase by such Preferred Holders of 4,000,000 shares of
Series A Preferred Stock of the Company.
The Company and certain of the Warrant Holders are parties to a Senior
Subordinated Note and Warrant Purchase Agreement, dated as of May 10, 1996, as
supplemented and modified by (i) the Senior Subordinated Note and Warrant
Purchase Agreement, dated as of November 22, 1996, and (ii) the Senior
Subordinated Note and Warrant Purchase Agreement, dated as of May 19, 1997, as
amended by that certain Amendment, dated as of March 13, 1998, that certain
Second Amendment, dated as of January 13, 1999, that certain Termination of Put
Rights, dated as of June 15, 1998, that certain Third Amendment, dated as of
March 9, 1999, and that certain Fourth Amendment, dated as of February 4, 2000,
(iii) the Sixth Amendment Agreement and (iv) the Seventh Amendment Agreement (as
so supplemented and modified, the "Note Agreement"), providing, among other
things, for the purchase by such Warrant Holders of warrants (the "Mezzanine
Warrants") to acquire up to 569,757 shares (subject to adjustment as provided in
such Warrants) of Class A Common Stock of the Company.
The Company and certain of the Preferred Holders are parties to a Series B
Preferred Stock Purchase Agreement, dated as of May 19, 1997, as amended by the
Third Amendment Agreement, that certain Termination of Put Rights, dated as of
June 15, 1998 and the Seventh Amendment Agreement (as so amended, the "Series B
Purchase Agreement"), providing, among
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other things, for the purchase by such Preferred Holders of 5,000,000 shares of
Series B Preferred Stock and warrants (the "Preferred B Warrants") to acquire up
to 961,700 shares (subject to adjustment as provided in such Warrants) of Class
A Common Stock of the Company.
The Company and certain of the Preferred Holders are parties to a Series C
Preferred Stock Purchase Agreement (the "Series C Purchase Agreement"), dated as
of February 22, 1999, providing, among other things, for the purchase by certain
Preferred Holders of 1,409,375 shares of Series C Preferred Stock of the
Company.
The Company and certain of the Preferred Holders are parties to a Series C
Preferred Stock Exchange Agreement (the "Series C Exchange Agreement"), dated as
of April 27, 2001, providing, among other things, for the exchange by certain
Preferred Holders of 1,409,375 shares of Series C Preferred Stock of the Company
for 1,409,375 shares of Series C Preferred Stock and 251,420 shares of Series
C-1 Preferred Stock of the Company.
The Company and certain of the Preferred Holders have entered into a Series
D-1 Preferred Stock Purchase Agreement, dated as of April 27, 2001, as amended
by that certain First Amendment to Series D-1 Preferred Stock Purchase
Agreement, dated as of January 18, 2002 (the "Series D-1 Purchase Agreement"),
providing, among other things, for the purchase by certain Preferred Holders of
up to 70,000 shares of Series D-1 Preferred Stock.
The Company, the Preferred Holders named therein, the Warrant Holders named
therein and the Common Shareholders named therein are parties to a Third Amended
and Restated Shareholders Agreement, dated as of April 27, 2001 (the "Third
Amended and Restated Shareholders Agreement").
The Company and certain of the Warrant Holders are parties to a
Subordinated Note and Warrant Purchase Agreement, dated as of January 18, 2002
("2001 Note Agreement"), providing, among other things, for the purchase by such
Warrant Holder of warrants (the "2001 Warrants" and, together with the Mezzanine
Warrants and the Preferred B Warrants, the "Warrants") to acquire up to
1,133,328 shares (subject to adjustment as provided in such Warrants) of Class A
Common Stock of the Company.
The parties hereto desire to amend and restate the Third Amended and
Restated Shareholders Agreement in its entirety in order to facilitate the
transactions contemplated by the 2001 Note Agreement.
Capitalized terms not defined elsewhere herein shall have the respective
meanings assigned to them in Part 4 of this Agreement.

The parties hereto agree that the Third Amended and Restated Shareholders
Agreement shall be amended and restated in its entirety by this Agreement, and
the parties further agree as follows:
1. Voting Provisions.
1A. Composition of Board of Directors. The Shareholders agree that in any
election of directors of the Company, they shall vote or act by written consent,
as the case may be, all shares of capital stock of the Company now or hereafter
owned or controlled by them, including all shares that they are entitled to vote
under any voting trust, voting agreement or proxy, to elect a Board of Directors
comprising eight directors designated as follows:
2
(a) three directors (each a "Series A Director") shall be
designated by the holders of a majority of the Series A Underlying Common Stock;
provided, that Austin Ventures III will designate two Series A Directors for so
long as Austin Ventures III holds any Series A Underlying Common Stock, and the
remaining Series A Director shall be designated by the holders of a majority of
the Series A Underlying Common Stock;
(b) one director (the "Series B Director") shall be designated by
the holders of a majority of the Preferred B Warrant Shares; provided, that
Austin Ventures V will designate the Series B Director for so long as Austin
Ventures V holds any Preferred B Warrants or Preferred B Warrant Shares;
(c) one director (the "Series C Director,") shall be designated
by the holders of a majority of the Series C Underlying Common Stock; provided,
that Windward will designate the Series C Director for so long as Windward holds
any Series C Underlying Common Stock;
(d) one director (the "Series D Director" and, together with the
Series A Directors, the Series B Director and the Series C Director, the
"Purchaser Directors") shall be designated by the holders of a majority of the
Series D Preferred Stock; provided, that ABRY will designate the Series D
Director for so long as ABRY holds any Series D Underlying Common Stock;
(e) one director (the "President Director") shall be James R.
Hull ("Hull"), for so long as Hull is employed by the Company and, thereafter,
one director shall be designated by the President of the Company; and
(f) one director shall be designated by the holders of the
Mezzanine Warrants (the "Warrant Director"), as provided in Section 7.01(n) of
the Note Agreement.
The initial Series A Directors shall be Blaine F. Wesner, Kenneth P.
DeAngelis and Michael Schmitz, the initial Series B Director shall be John
Dirvin, the initial Series C Director shall be Peter S. Macdonald, the initial
Series D Director shall be Jay Grossman and the initial Warrant Director shall
be Stephen M. Jenks. The obligation to vote shares in accordance with this
Paragraph 1A shall be specifically applicable to and enforceable against any
transferees of the parties hereto.
1B. Compensation Committee. The Board of Directors shall establish and
maintain a compensation committee comprising Blaine F. Wesner (or if he is not a
director, a Purchaser Director designated by a majority of the Purchaser
Directors), the Series D Director, Hull, one other director who is not an
officer or employee of the Company designated by a majority of the Purchaser
Directors and a representative of the holders of Mezzanine Warrants in
accordance with Section 7.01(n) of the Note Agreement. The compensation
committee of the Board of Directors will review and make recommendations to the
Board of Directors regarding salaries, bonuses and other compensation and
benefits of officers and key employees of the Company and its subsidiaries, and
will administer any Approved Plan and any other stock option, incentive or
compensation plans or arrangements.
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1C. Vacancies, Removal. In the event of any vacancy in the Board of
Directors, each of the Shareholders agrees to vote all shares of capital stock
owned or controlled by them and to otherwise use their best efforts to fill such
vacancy so that the Board of Directors of the Company will include directors
designated as provided in Paragraph 1A of this Agreement. Each of the
Shareholders agree to vote all shares of capital stock owned or controlled by
them for the removal of (a) any director whenever (but only whenever) there
shall be presented to the Board of Directors the written direction that such
director be removed, signed by the party entitled to designate such director
pursuant to Paragraph 1A of this Agreement, (b) Hull, as the President Director,
whenever (but only whenever) Hull is no longer employed by the Company, and (c)
any other President Director, whenever (but only whenever) the individual
serving as the President Director is no longer the President of the Company.

Each of the parties agrees to use its best efforts to cause designees to be
elected to the Board of Directors as provided in Paragraph 1A of this Agreement.
1D. Meetings; Quorum. The Company agrees to hold meetings of the Board of
Directors at least once quarterly commencing in July 2001. The Company will give
each Preferred Holder (so long as such Preferred Holder holds any Preferred
Stock or Underlying Common Stock) and each Warrant Holder (so long as such
Warrant Holder holds any Warrants or Warrant Shares) written notice at least one
week (72 hours, in the case of a telephone meeting) in advance of all meetings
of the Board of Directors and all meetings of committees of the Board of
Directors, and will permit each such Preferred Holder, Warrant Holder (other
than holders of the 2001 Warrants) and one representative of the holders of the
2001 Warrants, if each such Preferred Holder and Warrant Holder has not
designated a Purchaser Director, to attend meetings of the Board of Directors
and all meetings of committees of the Board of Directors. If a Purchaser
Director designated pursuant to Paragraph 1A of this Agreement is not able to
attend a Board of Directors meeting or a meeting of a committee on which he
serves, the Person(s) entitled to designate such Purchaser Director may
designate any one Person to attend as an observer; provided, however, that (i)
Windward may designate one additional Person to attend as an observer even if
the Series C Director is able to attend the meeting and (ii) ABRY may designate
one additional Person to attend as an observer even if the Series D Director is
able to attend the meeting. Any observer described in either of the two
preceding sentences may be excluded from any meeting to the extent necessary to
preserve any evidentiary privilege. The Company shall furnish each Purchaser
with a copy of the minutes and other records of all meetings and other actions
taken by the Board of Directors and its committees and all written material
given to directors in connection with such meeting at the same time such
materials and information are given to the directors. If the Company proposes to
take any action by written consent in lieu of a meeting of its Board of
Directors or any committee thereof, the Company shall give written notice
thereof to each such Preferred Holder and Warrant Holder prior to the effective
date of such consent describing in reasonable detail the nature and the
substance of such action. The failure of the Company to provide any notice to
any Preferred Holder or Warrant Holder as required pursuant to this Paragraph 1D
shall not have any effect on the validity of any action taken by the Board of
Directors (or committee thereof) at any meeting or by written consent in lieu of
a meeting. The Company will at all times comply with the provisions of Sections
7.01(f), (l) and (n) of the Note Agreement and Sections 7.01(f), (l) and (n) of
the 2001 Note Agreement and the rights of a holder of the 2001 Warrants
contained in this
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Paragraph 1D and Paragraph 1E of this Agreement shall not be duplicative of the
rights of a party to the Note Agreement or the 2001 Note Agreement.
1E. Expenses. The Company shall reimburse all Persons serving as directors
for their actual and reasonable out-of-pocket expenses incurred in attending
meetings of the Board of Directors and all committees thereof and otherwise
incurred in fulfilling their duties as directors. If a Purchaser has not
designated a Purchaser Director or if a Purchaser Director designated pursuant
to Paragraph 1A of this Agreement is unable to attend a meeting of the Board of
Directors or a committee on which he serves, the Company shall reimburse one
representative of the Person(s) entitled to designate such Purchaser Director
for actual and reasonable out-of-pocket expenses incurred in attending meetings
of the Board of Directors and such committees. The Company shall also reimburse
one observer designated by each of Windward, ABRY and the holders of the 2001
Warrants for actual and reasonable out-of-pocket expenses incurred in attending
meetings of the Board of Directors and such committees thereof. Austin Ventures
shall be considered to be one Purchaser for purposes of this Paragraph 1E (but
not for any other purpose).
1F. Indemnification Agreements. On the date hereof and on each later date
that a Purchaser Director or any other director is first elected or appointed to
the Board of Directors, the Company shall enter into an indemnification
agreement in substantially the form attached hereto as Exhibit A with each
Purchaser Director and each other director of the Company who is elected or
appointed to the Board of Directors on such date.
1G. Special Voting Rights of Holders of Series D Preferred Stock. In
addition to any action otherwise required by the Articles of Incorporation or
applicable law, the Company shall not take any of the following actions without
the prior authorization and approval of the holders of a majority of the Series
D Underlying Common Stock (for purpose of this Paragraph 1G only, the
affirmative vote of the Series D Director at a meeting of the Board of Directors
(or his written consent in lieu thereof) shall constitute the authorization and
approval of the holders of a majority of the Series D Underlying Common Stock):
(a) remove or designate the chief executive officer of the
Company;
(b) change the nature of the business or operations of the
Company or any of its Subsidiaries or enter into or allow any of its

Subsidiaries to enter into a line of business other than the purchasing,
monitoring and servicing of security alarm contracts;
(c) authorize or issue, or obligate itself to issue, any Series D
Preferred Stock or any other Company Security (including any Company Security
convertible into or exercisable or exchangeable for any Company Security) that
ranks senior to, or pari passu with, the Series D Preferred Stock as to dividend
or redemption rights or liquidation preferences, other than issuances of Series
D-1 Preferred Stock pursuant to the Series D-1 Purchase Agreement and issuances
of Series D-2 Preferred Stock upon conversion of shares of Series D-1 Preferred
Stock pursuant to the Articles of Incorporation;
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(d) redeem, purchase or otherwise acquire (or pay into or set
aside for a sinking fund for such purpose), or allow any of its Subsidiaries to
redeem, purchase or otherwise acquire, any Company Security (including any
Company Security convertible into or exercisable or exchangeable for any Company
Security) that ranks junior to the Series D Preferred Stock as to dividend or
redemption rights or liquidation preferences (other than (i) a liquidation of
the Company pursuant to Article IV, Part 2 of the Articles of Incorporation or
(ii) the redemption of Series A Preferred Stock, Series B Preferred Stock or
Series C Stock pursuant to Article IV, Part 3 of the Articles of Incorporation);
(e) declare or pay a dividend or distribution of any kind on any
Company Security that ranks junior to the Series D Preferred Stock as to
dividend or redemption rights or liquidation preferences (other than (i)
dividends on Series A Preferred Stock or Series C Preferred Stock paid in shares
of Class A Common Stock pursuant to Article IV, Paragraph 5L of the Articles of
Incorporation, (ii) a liquidation of the Company pursuant to Article IV, Part 2
of the Articles of Incorporation or (iii) the redemption of Series A Preferred
Stock, Series B Preferred Stock or Series C Stock pursuant to Article IV, Part 3
of the Articles of Incorporation);
(f) other than provisions in the definitive documentation
relating to the senior secured credit facility of the Company in effect on the
date hereof, enter into, or allow any of its Subsidiaries to enter into, any
financing transaction or other arrangement with terms and conditions that would
prevent the Company from performing its obligations (other than obligations to
make payments) in respect of the Series D Preferred Stock or Series D Underlying
Common Stock;
(g) other than a Sale of the Company of a type described in
clause (iii) of the definition of Sale of the Company set forth in Part 4 of
this Agreement in which the holders of the Series D Preferred Stock and Series D
Underlying Common Stock are not shareholders of the surviving corporation,
acquire, or permit any Subsidiary to acquire, any Equity Securities or other
interest in any Person or business (whether by a purchase of assets, purchase of
Equity Securities, merger or otherwise), or enter into any joint venture,
involving an aggregate consideration (including, without limitation, the
assumption of liabilities whether direct or indirect) exceeding $50,000,000 in
any one transaction (or series of related transactions);
(h) except as expressly contemplated by this Agreement, make any
amendment to the Articles of Incorporation or the Company's bylaws, or file any
resolution of the Board of Directors with the Texas Secretary of State
containing any provisions, which would increase the number of authorized shares
of the Series D Preferred Stock or adversely affect or otherwise impair the
rights or the relative preferences and priorities of the holders of the Series D
Preferred Stock or Series D Underlying Common Stock under this Agreement, the
Articles of Incorporation, the Company's bylaws or the Registration Rights
Agreement;
(i) enter into, amend, modify or supplement, or permit any
Subsidiary to enter into, amend, modify or supplement, any agreement,
transaction, commitment or arrangement with any of its or any Subsidiary's
officers, directors, employees, stockholders or Affiliates or with any
individual related by blood, marriage or adoption to any such individual or
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with any entity in which any such Person or individual owns a beneficial
interest, except for customary employment arrangements and benefit programs on
reasonable terms and except as otherwise expressly contemplated by this
Agreement;
(j) establish or acquire any Subsidiaries other than Subsidiaries
which will be wholly owned by the Company;
(k) permit any of its Subsidiaries to issue, sell or have
outstanding any Equity Securities, or rights to acquire Equity Securities, other
than Equity Securities held by the Company or a direct or indirect wholly-owned
Subsidiary of the Company;

(l) except as may be required by the senior lenders of the
Company in the enforcement of their rights during the existence of an event of
default that continues after applicable grace and cure periods under any senior
secured credit facility of the Company in effect from time to time, prior to
June 30, 2003, consummate or agree to consummate a Sale of the Company
(including a Sale of the Company of a type described in clause (ii) or (iii) of
the definition of Sale of the Company set forth in Part 4 of this Agreement)
unless, upon the consummation of such Sale of the Company prior to June 30,
2003, the total cash proceeds received (including dividends paid in cash prior
to such sale) in respect of the Series D Preferred Stock and Series D Underlying
Common Stock exceeds (i) in the case of the consummation of such Sale of the
Company during 2001, the product of (A) 1.75 and (B) the Series D Initial
Investment Amount; (ii) in the case of the consummation of such Sale of the
Company during 2002, the product of (A) 2.00 and (B) the Series D Initial
Investment Amount; and (iii) in the case of the consummation of such Sale of the
Company during 2003, the product of (A) 2.25 and (B) the Series D Initial
Investment Amount; or
(m) except as may be required by the senior lenders of the
Company in the enforcement of their rights during the existence of an event of
default that continues after applicable grace and cure periods under any senior
secured credit facility of the Company in effect from time to time, prior to
June 30, 2003, effect a public offering of Common Stock unless (i) the Common
Stock sold pursuant to such public offering is Class A Common Stock, (ii) the
price per share at which the Class A Common Stock is sold to the public pursuant
to such public offering is not less than $28.00 (as such amount may be adjusted
to reflect any stock split, reverse stock split, stock dividend or other
effective subdivision or combination of Class A Common Stock after the date
hereof) and (iii) the Company redeems the Series D-2 Preferred Stock and, if
required, Series D Underlying Common Stock in accordance with Article IV,
Paragraph 3F of the Articles of Incorporation.
Without limiting the foregoing, except as may be required by the senior
lenders of the Company in the enforcement of their rights during the existence
of an event of default that continues after applicable grace and cure periods
under any senior secured credit facility of the Company in effect from time to
time, each Shareholder agrees that, prior to June 30, 2003, it or he will not
consummate or agree to consummate, or vote to approve or consent to, any Sale of
the Company (including a Sale of the Company of a type described in clause (i)
of the definition of Sale of the Company set forth in Part 4 of this Agreement)
unless, upon the consummation of such Sale of the Company prior to June 30,
2003, the total cash proceeds received (including
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dividends paid in cash prior to such sale) in respect of the Series D Preferred
Stock and Series D Underlying Common Stock exceeds the applicable amount
described in clause (l)(i), (l)(ii) or (l)(iii) above.
1H. Special Voting Rights of Holders of Series C Preferred Stock. In
addition to any action otherwise required by the Articles of Incorporation or
applicable law, except as may be required by the senior lenders of the Company
in the enforcement of their rights during the existence of an event of default
that continues after applicable grace and cure periods under any senior secured
credit facility of the Company in effect from time to time, prior to June 30,
2003, the Company shall not consummate or agree to consummate, and each
Shareholder agrees that it or he will not consummate or agree to consummate, or
vote to approve or consent to, without the prior authorization and approval of
the holders of a majority of the Series C Underlying Common Stock (for purpose
of this Paragraph 1H only, the affirmative vote of the Series C Director at a
meeting of the Board of Directors (or his written consent in lieu thereof) shall
constitute the authorization and approval of the holders of a majority of the
Series C Underlying Common Stock), a Sale of the Company (including a Sale of
the Company of a type described in clause (ii) or (iii) of the definition of
Sale of the Company set forth in Part 4 of this Agreement) unless, upon the
consummation of such Sale of the Company prior to June 30, 2003, the total cash
proceeds received (including dividends paid in cash prior to such sale) in
respect of (a) the Series C Preferred Stock exceeds the aggregate Series C
Redemption Price (as defined in the Articles of Incorporation) for all Series C
Preferred Stock and (b) the Series C-1 Preferred Stock equals the aggregate
Series C-1 Redemption Price (as defined in the Articles of Incorporation) for
all Series C-1 Preferred Stock.
1I. Special Covenant of Shareholders. In the event the Company declares and
pays a dividend or distribution of any kind on any Series C Stock and, as a
result of such dividend or distribution, the definition of each of Applicable
Series C Dividend Rate Per Share and/or the Applicable Revised Series C Dividend
Rate Per Share set forth in Part 8 of the Articles of Incorporation would no
longer be appropriate, each Shareholder (including each holder of the Series C
Stock) shall vote all shares of voting stock held by such Shareholder to approve
an amendment to the Articles of Incorporation to become effective immediately
upon such payment amending the definition of each of Applicable Series C
Dividend Rate Per Share and Applicable Revised Series C Dividend Rate Per Share

set forth in Part 8 of the Articles of Incorporation to change the annual
dividend rate per share payable on each share of Series C Stock consistent with
the intended economics of the Series C Stock.
2. Provisions Relating to Transfers of Company Securities.
2A.

General Restrictions on Transfers.

(a) During the term of this Agreement, no shares of Restricted
Stock may be transferred except pursuant to a (i) Permitted Transfer, (ii) sale
that complies with the provisions of Paragraph 2B of this Agreement or (iii) the
Sale of the Company pursuant to Part 3 of this Agreement. Notwithstanding the
foregoing, any transfer of shares of Restricted Stock must comply with the
provisions of Paragraph 2D of this Agreement.
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(b) During the term of this Agreement, (i) no Company Securities
held by Austin Ventures, their Permitted Transferees and their respective
Affiliates may be transferred without the prior written consent of the holders
of a majority of the Underlying Common Stock held by ABRY, their Permitted
Transferees and their respective Affiliates (which consent shall not be
unreasonably withheld) and (ii) no Company Securities held by ABRY, their
Permitted Transferees and their respective Affiliates may be transferred without
the prior written consent of the holders of a majority of the Underlying Common
Stock held by Austin Ventures, their Permitted Transferees and their respective
Affiliates (which consent shall not be unreasonably withheld), except, in each
case, pursuant to (x) a Permitted Transfer, (y) the Sale of the Company or (z) a
pledge of Company Securities to the Lenders as acknowledged by the parties
hereto pursuant to Paragraph 5M of this Agreement.
2B.

Right of First Refusal.

(a) Except pursuant to a Permitted Transfer or the Sale of the
Company pursuant to Part 3 of this Agreement, a holder of Restricted Stock may
only sell shares of Restricted Stock to another Person if (i) such holder has
received a bona fide written offer to purchase such shares of Restricted Stock
and (ii) such holder has complied with the provisions of this Paragraph 2B.
Whenever and as often as any holder of Restricted Stock desires to sell any
shares of Restricted Stock pursuant to such a bona fide written offer to
purchase such shares, such holder (for purposes of this Paragraph 2B, the
"Selling Shareholder") shall give written notice (the "Selling Shareholder
Notice") to the Company and to each of the other Shareholders (other than
holders of Series B Preferred Stock) (each, an "Offeree Shareholder") to such
effect, enclosing a copy of such offer and specifying the number of shares of
Restricted Stock that the Selling Shareholder desires to sell, the name of the
Person(s) to whom the Selling Shareholder desires to make such sale and the
consideration per share of Restricted Stock that has been offered in connection
with such offer. Upon receipt of a Selling Shareholder Notice, the Company shall
have the right and option to purchase the shares proposed to be sold for cash at
the purchase price per share specified in such Selling Shareholder Notice,
exercisable for 20 days after the receipt of such Selling Shareholder Notice.
Failure of the Company to respond to such Selling Shareholder Notice within such
20-day period shall be deemed to constitute a notification to the Selling
Shareholder of the Company's decision not to exercise the right and option to
purchase such shares under this Paragraph. If the Company fails to exercise its
first right and option, the Selling Shareholder shall promptly give written
notice to each of the Offeree Shareholder(s) of the Company's failure to
exercise its first right and option. The Offeree Shareholder(s), pro rata in
accordance with their ownership of Underlying Common Stock, Warrant Shares and
shares of Common Stock (without duplication), calculated on a fully diluted
basis, shall have the right and option to purchase the remaining shares proposed
to be sold for cash at the purchase price per share specified in such Selling
Shareholder Notice, exercisable for 10 days after the receipt of the
notification of the expiration of the Company's 20-day option period. Failure of
any Offeree Shareholder to respond to such notification within such 10-day
period shall be deemed to constitute a notification to the Selling Shareholder
of such Offeree Shareholder's decision not to exercise such Offeree
Shareholder's right and option to purchase such shares under this Paragraph 2B.
If any Offeree Shareholder fails to exercise its first right and option, the
Selling Shareholder shall give written notice to each of the other Offeree
Shareholders who has elected to purchase its pro rata share of the shares
proposed to be
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transferred, and each such Offeree Shareholder shall have the right, exercisable
for a period of five days from the date of the receipt of such notice, to
purchase the remaining shares, pro rata in accordance with their ownership of
Underlying Common Stock, Warrant Shares and shares of Common Stock (without
duplication), calculated on a fully diluted basis, as compared to the Underlying
Common Stock, Warrant Shares and shares of Common Stock (without duplication),
calculated on a fully diluted basis, held by all such electing Offeree

Shareholders, or in such other proportions as they may otherwise agree upon. In
the event the consideration to be paid for each share of Common Stock as set
forth in the Selling Shareholder Notice includes non-cash consideration, the
dollar value of such non-cash consideration shall be its fair market value
("Fair Market Value") as determined by the Company and the holders of a majority
of the outstanding Underlying Common Stock and Warrant Shares. If such parties
are unable to reach an agreement within 15 days after receipt of the Selling
Shareholder Notice, the Fair Market Value of such non-cash consideration will be
determined by an independent appraiser jointly selected by a majority of the
Purchaser Directors and a majority of the remaining directors and the period
within which the Company or an Offeree Shareholder may exercise its right or
option under this Paragraph shall be extended until 10 days after such appraisal
is completed.
(b) The Company and/or each Offeree Shareholder may exercise the
right and option provided above by giving written notice (the "Offeree
Shareholder Notice") of its decision to exercise such right and option to the
Selling Shareholder within the 20- and 10-day periods specified above,
specifying the date (not later than five days from the date of expiration of all
applicable first right and options to purchase shares under this Paragraph) upon
which payment of the purchase price for the shares purchased pursuant to this
Paragraph shall be made. The Selling Shareholder shall deliver to the Company
and/or each Offeree Shareholder at the Company's principal office, one day prior
to the payment date, wire transfer instructions, and on the payment date
specified in the Offeree Shareholder Notice, the certificate or certificates
representing such shares, properly endorsed for transfer, against payment of the
purchase price therefor by the Company and/or each Offeree Shareholder in
immediately available funds.
(c) If all the shares proposed to be transferred are not
purchased by the Company and/or the Offeree Shareholder(s) in accordance with
this Paragraph, the Selling Shareholder shall not be required to sell any of
such shares to the Offeree Shareholder(s), and during the 90-day period
commencing on the expiration of the rights and options provided for in this
Paragraph 2B, the Selling Shareholder may sell all (but not less than all) of
such shares to the transferee named in the Selling Shareholder Notice for a
consideration equal to or greater than the consideration specified in the
Selling Shareholder Notice, free of the restrictions contained in this Paragraph
2B (but subject to the other terms and conditions hereof, including Paragraph 2D
of this Agreement).
(d) For the purposes of calculating the number of shares an
Offeree Shareholder may acquire under this Paragraph 2B, options to acquire
Common Stock pursuant to the Approved Plan held by an Offeree Shareholder shall
be deemed issued and outstanding if such Offeree Shareholder is then an employee
of the Company.
2C. Contractual Preemptive Rights. Notwithstanding any preemptive or
similar rights that any of the parties hereto may have pursuant to any other
agreement, the parties hereto agree
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that their respective preemptive or similar rights with respect to the issuance
of Company Securities by the Company after the date hereof shall be governed
exclusively by this Paragraph 2C, and any such preemptive or similar rights
contained in any other agreement, including without limitation, the Series A
Purchase Agreement, the Series B Purchase Agreement, the Preferred B Warrants,
the Series C Purchase Agreement, the Note Agreement the Mezzanine Warrants, are
hereby terminated and rescinded in their entirety. If prior to a Qualified
Public Offering, the Company shall issue any Company Securities (including any
transfer of previously-issued Company Securities), each holder of Underlying
Common Stock and Warrant Shares and the Hull Family Limited Partnership (the
"Hull Partnership") shall be entitled to purchase the same proportion of such
Company Securities to be issued necessary in order that the aggregate shares of
Common Stock beneficially held by such holder constitute the same percentage of
all Common Stock (assuming, in each case, the conversion, exercise or exchange
of all outstanding Company Securities, including outstanding Company Securities
held by such holder), after the issuance of such Company Securities as before
the issuance thereof; provided, however, (a) if such holder elects to purchase
such Company Securities, such holder shall be required to purchase (i) such
Company Securities on the same terms and conditions as such Company Securities
were issued by the Company and (ii) if more than one type of Company Security is
issued, a pro rata amount of each such Company Security issued and (b) that such
preemptive right shall not apply to (i) Company Securities issued to employees
or consultants to the Company under any Approved Plan, (ii) Company Securities
issued upon the conversion, exercise or exchange of Company Securities to which
the preemptive rights under this Paragraph 2C were previously applicable, (iii)
Company Securities issued in connection with an exercise of the preemptive
rights granted hereunder, (iv) Company Securities issued pursuant to the Series
C Exchange Agreement or the Series D-1 Purchase Agreement, (v) Company
Securities issued upon conversion of the Preferred Stock or exercise of the
Warrants, the 2001 Warrants and the Heller Warrant or upon conversion of Class B
Common Stock issued upon exercise of the Heller Warrant, (vi) Company Securities

issued as consideration in the merger with or acquisition of another Person,
(vii) Company Securities issued in connection with a public offering, or (viii)
shares of Class A Common Stock issued in payment of dividends on Series A
Preferred Stock or Series C Preferred Stock pursuant to Article IV, Paragraph 5L
of the Articles of Incorporation. A holder of Underlying Common Stock or Warrant
Shares or the Hull Partnership may exercise his or its right under this
Paragraph 2C to purchase Company Securities by providing written notice to the
Company within 20 days, and by paying the purchase price therefor at the
principal office of the Company within 30 days, after the receipt of notice from
the Company (which notice by the Company shall be given at least 30 days before
the issuance of the Company Securities) stating the amount of Company Securities
it intends to issue and the price and characteristics thereof. The holder shall
pay such purchase price in immediately available funds. A holder's contractual
preemptive rights hereunder shall be deemed to be exercised immediately prior to
the close of business on the day of payment of the purchase price in accordance
with the foregoing provisions, and at such time such holder shall be treated for
all purposes as the record holder of the Company Securities, as the case may be.
As promptly as practicable (and in any event within 10 days) on or after the
purchase date, the Company shall issue and deliver at its principal office a
certificate or certificates for the number of full shares or amount, whichever
is applicable, of Company Securities together with cash for any fraction of a
share or portion of a Company Security at the purchase price to which the holder
is entitled hereunder.
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2D. Transferees of Capital Stock. Except as otherwise specifically provided
herein, any transferee or other Person who shall acquire (either voluntarily or
involuntarily, by operation of law or otherwise) any Company Securities from any
party to this Agreement shall be bound by all the terms and conditions of this
Agreement to the same extent as the parties hereto. Any attempted transfer of
Company Securities by any party to this Agreement other than in accordance with
this Agreement shall be null and void and the Company shall refuse to recognize
any such transfer and shall not reflect on its records any change in record
ownership of such Company Securities pursuant to any such transfer. The Company
shall not effect any transfer of Company Securities by any party to this
Agreement until: (i) it has received evidence satisfactory to it that all of the
provisions of this Agreement applicable to such transfer have been complied with
and (ii) each transferee or other Person (and such transferee's or other
Person's spouse) of such Company Securities has executed an addendum agreement
with the parties hereto in the form of Exhibit B attached hereto, agreeing to be
bound hereby. Each transferee of Company Securities shall take such Company
Securities subject to, and be fully bound by, this Agreement with the same
effect as if it were a party hereto, with those rights and obligations hereunder
expressly provided herein.
3. Liquidity Rights; Right of First Offer.
3A.

Sale of the Company.

(a) At any time and from time to time after the earlier to occur
of (i) July 31, 2007 or (ii) the receipt by the Company of a Redemption Notice
(as defined in the Articles of Incorporation), the holders of a majority of the
Series D Underlying Common Stock (the "Preferred D Initiating Holders") may
elect, by giving written notice (a "Preferred D Sale Notice") of such election
to the Company to initiate procedures for the Sale of the Company. If a
Preferred D Sale Notice is given in accordance with this Paragraph 3A(a), (A)
all holders of Preferred Stock delivering a Redemption Notice shall be deemed to
have rescinded such Redemption Notice and such Redemption Notice shall have no
further force or effect and (B) the sale procedures set forth below shall apply.
(b) If (i) the Company fails to redeem any shares of Series A
Preferred Stock, Series B Preferred Stock or Series C Preferred Stock (for any
reason, including that the funds of the Company legally available to make such
redemption are insufficient) after the receipt by the Company of a Redemption
Notice (other than a Redemption Notice rescinded as a result of the delivery of
a Preferred D Sale Notice pursuant to Paragraph 3(A)(a) above) on the applicable
redemption date (such date determined without giving effect to Article IV,
Paragraph 3Q of the Articles of Incorporation) and (ii) the holders of Series D
Underlying Common Stock have not at that time elected to pursue the Sale of the
Company in accordance with this Part 3 pursuant to a Preferred D Sale Notice,
the holders of a majority of the outstanding shares of any such series of
Preferred Stock (the "Non-Preferred D Initiating Holders") may elect, by giving
written notice (a "Non-Preferred D Sale Notice") to the Company and each holder
of Series D Stock within 45 days after such redemption date, to initiate
procedures for the Sale of the Company; provided, however, if, within 30 days
after the receipt of a Non-Preferred D Sale Notice (the "Non-Preferred D Notice
Rescission Period"), the holders of a majority of the Series D Underlying Common
Stock deliver a Preferred D Sale Notice to the Company pursuant to
12
Paragraph 3(A)(a), the Non-Preferred D Sale Notice shall immediately be deemed

rescinded and of no further force or effect and the Company shall proceed with
the Sale of the Company process pursuant to this Part 3 in accordance with the
procedures governing a Sale of the Company process initiated by a Preferred D
Sale Notice. If a Non-Preferred D Sale Notice is given but not deemed rescinded
in accordance with this Paragraph 3A(b), (A) all holders of Preferred Stock
delivering a Redemption Notice shall be deemed to have rescinded such Redemption
Notice and such Redemption Notice shall have no further force or effect and (B)
the sale procedures set forth below shall apply.
3B.

Sale Procedure.

(a) In the event the Company receives a Preferred D Sale Notice
or a Non-Preferred D Sale Notice (a "Sale Notice"), the Board of Directors
shall, in the case of the receipt of a Preferred D Sale Notice, as promptly as
practicable after receipt of such notice, or, in the case of the receipt of a
Non-Preferred D Sale Notice, as promptly as practicable after the expiration of
the Non-Preferred D Notice Rescission Period, pursue a process, the goal of
which is to bring about the Sale of the Company, by engaging a Qualified
Investment Banker, at the Company's expense, to represent the Company and the
Shareholders in connection with the Sale of the Company and seek indications of
interest, proposals and offers regarding the same ("Sale Proposals"). The
Company and the shareholders of the Company shall use their reasonable best
efforts to facilitate the Sale of the Company process, which will be conducted
at the direction of and controlled, at the Company's expense, by the Initiating
Holders. Without limiting the foregoing, the Initiating Holders may negotiate
with prospective parties to a Sale of the Company and any Sale Proposal, as
modified as a result of such negotiations and however embodied (including in the
form of one or more definitive agreements for execution by the Company and/or
the Shareholders), will continue to constitute a Sale Proposal. If the Sale of
the Company process is initiated by delivery of a Preferred D Sale Notice, then
the "Initiating Holders" will be holders of a majority of the Series D
Underlying Common Stock. If the Sale of the Company process is initiated by
delivery of a Non-Preferred D Sale Notice that is not deemed rescinded, then the
"Initiating Holders" will be holders of a majority of the Underlying Common
Stock, other than the Series D Underlying Common Stock.
(b) During the Sale of the Company process, the Company shall,
from time to time (and not less frequently than once per week), give to each of
the holders of the Underlying Common Stock and 2001 Warrant Shares, a written
update (a "Sale Update") as to the progress of the Sale of the Company process
and describing each Sale Proposal received by the Company or the Qualified
Investment Bank engaged to pursue the Sale of the Company, setting forth the
name of the proposed purchaser, a description of the consideration to be
received upon the Sale of the Company, the proposed date for closing the Sale of
the Company and the other material terms of each Sale Offer. The Company shall
also provide each holder of Underlying Common Stock and 2001 Warrant Shares with
copies of each Sale Proposal together with all such other information pertaining
thereto as may be reasonably be requested by any such holder of Underlying
Common Stock or 2001 Warrant Shares.
(c) At any time during the Sale of the Company process, the
Initiating Holders may direct the Company and/or the other Shareholders to
pursue, accept, decline to
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pursue, cease to pursue or reject any Sale Proposal and otherwise direct and
control the Sale of the Company process. Nothing herein will prohibit the
Initiating Holders from contemporaneously pursuing, or directing that others
pursue, more than one Sale Proposal.
3C.

Cessation of Sale Procedure.

(a) At any time after the Sale of the Company process has been
initiated, the Initiating Holders shall have the right to direct the Company to
cease the solicitation of offers for the Sale of the Company.
(b) If all parties to this Agreement have performed their
obligations under this Part 3 and the Sale of the Company has not been
consummated, the Company (at the election of the Board of Directors) shall have
the right to (i) cease the solicitation of additional Sale Proposals at any time
after the date that is nine months following the date that a Qualified
Investment Banker is engaged and (ii) subject to the terms and conditions of any
agreement into which the Company and/or any Shareholder may have entered into
relating to the Sale of the Company, suspend all efforts to consummate the Sale
of the Company (other than with respect to any Sale Proposal that the Company
and/or the other Shareholders have been directed to pursue or accept pursuant to
Paragraph 3B(c)) at any time after the date that is 12 months following the date
that a Qualified Investment Banker is engaged, in each case by the delivery of
written notice to each Shareholder of the Company's decision. In the event the
Company elects to suspend all effort to consummate the Sale of the Company in
accordance with this Paragraph 3C, the holders of Preferred Stock (as provided
in Paragraphs 3(A)(a) and 3(A)(b)) shall have the right, at any time, to
re-initiate the Sale of the Company process by delivery of a Preferred D Sale

Notice or Non-Preferred D Sale Notice, as applicable, to the Company.
3D. Accepted Sale Proposals. Subject to Paragraph 3G, at any time during
the Sale of the Company process, the Initiating Holders may give the Company
notice to the effect that they have elected that the Company and/or the
Shareholders accept a Sale Proposal (an "Accepted Proposal"). The Company will
then give notice thereof (the "Acceptance Notice") to the other Shareholders.
Within 10 days following receipt of the Acceptance Notice, the Company (and/or
each Shareholder, if the Accepted Proposal is an offer to acquire Company
Securities by sale, merger or otherwise), must accept the Accepted Proposal,
including entering into any related definitive agreement(s) and consummating the
Sale of the Company in accordance with the terms and conditions thereof;
provided, however, that any obligation or other liability of any Shareholder
will be individual to each Shareholder (and not joint or joint and several) and
will be limited to the net amount of proceeds received by such Shareholder from
such Sale.
3E.

Best Efforts.

(a) The Company and each Shareholder agree to use reasonable best
efforts to effect the Sale of the Company pursuant to any Accepted Proposal,
including, without limitation, voting all shares of voting stock held by such
Shareholder to approve a sale of assets by the Company followed by the
liquidation and dissolution of the Company, or to adopt a plan of merger or
consolidation by the Company included in the terms of such Accepted Proposal,
and waiving all related dissenters' appraisal and similar rights.
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(b) During the Sale of the Company process, the Initiating
Holders will act in good faith to conduct such process in a manner designed to
maximize the consideration offered for the equity of the Company; provided,
that, the Initiating Holders may also take into consideration factors such as
the amount and form of consideration to be paid, the timing of, and
contingencies related to, the payment of the consideration to be paid, the
timing of the closing of the Sale of the Company, the likelihood of the
consummation of the Sale of the Company, the nature, type and availability of
financing sources to fund the consideration to be paid and such other reasonable
factors as the Initiating Holders may, in their sole discretion (acting in good
faith as described above), deem to be relevant. Notwithstanding the foregoing,
the Shareholders (other than the Initiating Holders) acknowledge that the
Initiating Holders (i) shall not have any duty to postpone or, once initiated,
suspend the Sale of the Company process and (ii) shall have the sole discretion
(acting in good faith as described above) to (a) take into consideration those
factors set forth in the preceding sentence and such other reasonable factors as
such Initiating Holders deem relevant in evaluating each Sale Proposal and (b)
provided the Initiating Holders have conducted the Sale of the Company process
in the manner described above, accept any Sale Proposal at any time during such
process and to require that the Company and/or the Shareholders agree to
consummate, and consummate, a Sale of the Company pursuant to the provisions of
this Part 3.
3F. Initial Public Offering. Without the prior written consent of the
Initiating Holders, the Company shall not pursue an initial public offering of
Company Securities during the time the Sale of the Company is being sought
pursuant to this Part 3.
3G. Right of First Offer. Promptly following the receipt of any Sale
Notice, the Company shall deliver written notice to Windward of the receipt of
such notice and Windward shall have the right to make an offer to purchase the
Company in accordance with this Paragraph 3G. Windward shall have the right,
exercisable within 30 days of the receipt of the Company's notice, to submit an
offer to purchase the Company by delivering a written proposal (the "Windward
Purchase Proposal") to the Company and the other holders of Company Securities,
which proposal will set forth in reasonable detail the terms and conditions upon
which Windward will agree to purchase the Company in a Sale of the Company,
including the Company Securities or assets to be acquired and the consideration
to be paid. If as a result of the consummation of the Sale of the Company
pursuant to the terms of the Sale Proposal that the Initiating Holders intend to
accept pursuant to Paragraph 3D, (a) the holders of Series D Preferred Stock
would receive an aggregate amount equal to the aggregate Series D Liquidation
Value, (b) the holders of Series C Preferred Stock would receive an aggregate
amount less than the aggregate Series C Liquidation Value and (c) the holders of
Series C-1 Preferred Stock would receive an aggregate amount less than the
aggregate Series C-1 Liquidation Value, the Initiating Holders shall deliver
written notice (the "Windward First Offer Notice") to Windward to such effect
and Windward shall have the right (the "Windward First Offer Purchase Right") to
purchase the Company in accordance with the terms set forth in the Windward
Purchase Proposal. Within 10 days following receipt of the Windward First Offer
Notice, Windward may exercise the Windward First Offer Purchase Right by
delivering written notice (the "Windward Purchase Notice") of such election to
the Company and each of the other Shareholders within 10 days following the
receipt of the Windward First Offer Notice. If Windward elects to exercise the
Windward First Offer Purchase Right, (i) within 10 days following receipt of the

Windward Purchase Notice, the
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Company (and/or each Shareholder, if the Windward Purchase Proposal is an offer
to acquire Company Securities by sale, merger or otherwise), must accept the
Windward Purchase Proposal, including entering into any related definitive
agreement(s) and consummating the Sale of the Company in accordance with the
terms and conditions thereof and (ii) Windward shall be obligated to purchase
the Company in accordance with the terms set forth in the Windward Purchase
Proposal; provided, however, that any obligation or other liability of any
selling Shareholder will be individual to such Shareholder (and not joint or
joint and several) and will be limited to the net amount of proceeds received by
such Shareholder from such sale; provided, further, that representations, if
any, required by any Shareholder shall be limited to the status of its title to
the interests it is selling. If Windward does not deliver a Windward Purchase
Notice within the 10-day period referred to above, the Initiating Holders shall
have the right to accept any Sale Proposal and effectuate the Sale of the
Company pursuant to this Part 3.
4. Definitions. For the purposes of this Agreement, the following terms
shall have the meanings set forth below:
"1999 Stock Plan" means the Company's 1999 Stock Option Plan, dated
November 3, 1999, which provides for issuance of up to 150,000 shares of Class A
Common Stock.
"2001 Stock Plan" means the Company's 2001 Stock Option Plan, dated
April 27, 2001, which provides for issuance of up to 250,000 shares of Class A
Common Stock.
"ABRY" means ABRY Partners IV, L.P. and ABRY Investment Partnership,
L.P., collectively.
"Affiliate" means with respect to any Person, a Person that directly,
or indirectly through one or more intermediaries, controls, is controlled by, or
is under common control with, such Person, and, in the case of an individual,
includes any relative or spouse of such individual, or any relative or such
spouse, who has the same home as such individual. The term "control" means the
possession, directly or indirectly, of the power to direct or cause the
direction of the management and policies of a Person, whether through the
ownership of voting securities, by contract or otherwise.
"Approved Plan" means the 1999 Stock Plan, the 2001 Stock Plan and any
other written stock option, stock purchase or similar incentive plan (or options
to purchase up to 400,000 shares of Class A Common Stock) approved by the Board
of Directors (with a majority of the Purchaser Directors concurring).
"Articles of Incorporation" means the Articles of Incorporation of the
Company, as amended.
"Austin Ventures" means Austin Ventures III and Austin Ventures V,
collectively.
"Austin Ventures III" means Austin Ventures III-A, L.P. and Austin
Ventures III-B, L.P., collectively.
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"Austin Ventures V" means Austin Ventures V, L.P. and Austin Ventures
V Affiliates Fund, L.P., collectively.
"Board of Directors" means the board of directors of the Company.
"Class A Common Stock" means the Company's Class A Common Stock, par
value $.01 per share.
"Class B Common Stock" means the Company's Class B Common Stock, par
value $.01 per share.
"Common Stock" means the Company's Common Stock, par value $0.01 per
share, more fully described in the Articles of Incorporation.
"Company Security" means any Equity Security of the Company.
"Equity Securities" means any capital stock or similar security,
including without limitation, securities containing equity features and
securities containing profit participation features, or any security convertible
or exchangeable, with or without consideration, into or for any stock or similar
security, or any security carrying any warrant or right to subscribe for or
purchase any stock or similar security, or any such warrant or right.
"Heller Warrant" means the Company's Warrant for the purchase (subject

to adjustment as provided therein) of 367,238 shares of Class B Common Stock,
issued to Heller Financial, Inc. pursuant to that certain Warrant Agreement, by
and between the Company and Heller Financial, Inc., dated November 10, 1994, as
amended by that certain First Amendment to Warrant Agreement, dated as of June
15, 1998 (the "Heller Warrant Agreement").
"Mezzanine Warrant Shares" means the shares of Class A Common Stock
issued or issuable upon the exercise of the Mezzanine Warrants and for purposes
of applying this definition only, any Person who holds Mezzanine Warrants shall
be deemed to be the holder of the Mezzanine Warrant Shares obtainable upon the
exercise of such Mezzanine Warrants regardless of any restriction or limitation
on the exercise of such Mezzanine Warrants, such Mezzanine Warrant Shares shall
be deemed to be in existence, and such Person shall be entitled to exercise the
rights of a holder of such Mezzanine Warrant Shares hereunder.
"Permitted Transfer" means (a) in the case of any Shareholder that is
an individual, a transfer of any or all of the shares of Company Securities
owned by such Shareholder to his spouse or children, or to trusts established
for the benefit of his spouse or children, provided that the transferee grants
to the transferor an irrevocable proxy coupled with an interest to vote all of
the shares of Company Securities so transferred and agrees to be bound by all of
the provisions of this Agreement, including, without limitation, Paragraph 2B of
this Agreement; (b) in the case of any Shareholder that is a partnership,
limited liability company, corporation, trust or other entity other than an
individual, a transfer of any or all of the shares of Company Securities owned
by such Shareholder (i) to its Affiliates, (ii) to its general or limited
partners, members, shareholders or beneficiaries, or (iii) to an entity owned by
or organized for the benefit of the general or limited partners, members,
shareholders, officers, directors,
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employees, Affiliates or beneficiaries of such Shareholder, as applicable;
provided that, in each case, the transferee agrees to be bound by all of the
provisions of this Agreement, including, without limitation, Paragraph 2B of
this Agreement, to the same extent as the transferor was bound, and (c) in the
case of any Shareholder, a pledge of any or all of the shares of Company
Securities owned by such Shareholder to secure the repayment of any bona fide
indebtedness owing by such Shareholder, the Company or any Subsidiary of the
Company to a financial institution, provided that such Shareholder retains the
power to vote the shares of Company Securities so pledged until such time as the
pledgee shall have realized upon the pledge and that the provisions of this
Agreement, including, without limitation, Part 2 of this Agreement, shall be
applicable to the shares of Company Securities so pledged to the same extent
applicable to the transferor.
"Permitted Transferee" means any Person (other than the Company) who
shall acquire any shares of Company Securities in a Permitted Transfer.
"Person" means an individual, a partnership, a corporation, an
association, a joint stock company, a trust, a joint venture, a limited
liability company, an unincorporated organization or other similar entity or
organization or a Governmental Authority.
"Preferred Stock" means the Company's Preferred Stock, par value $0.01
per share, more fully described in the Articles of Incorporation.
"Preferred B Warrant Shares" means the shares of Class A Common Stock
issued or issuable upon the exercise of the Preferred B Warrants and for
purposes of applying this definition only, any Person who holds Preferred B
Warrants shall be deemed to be the holder of the Preferred B Warrant Shares
obtainable upon the exercise of such Preferred B Warrants regardless of any
restriction or limitation on the exercise of such Preferred B Warrants, such
Preferred B Warrant Shares shall be deemed to be in existence, and such Person
shall be entitled to exercise the rights of a holder of such Preferred B Warrant
Shares hereunder.
"Qualified Investment Banker" shall be the investment banking firm
selected by the Initiating Holders from a list of five nationally recognized
investment banking firms (no more than three of which firms, at the time such
list is compiled, shall be engaged, or during the preceding three years shall
have been engaged, by the Company or any Affiliate thereof) compiled by the
Company promptly following the receipt of a Sale Notice.
"Qualified Public Offering" means the sale of the Common Stock in a
firm commitment, underwritten public offering registered under the Securities
Act (other than a registration relating solely to a transaction under Rule 145
of the Securities Act or to an employee benefit plan of the Company) at a price
(prior to underwriters' commissions and expenses) equal to or exceeding $3.00
per share (as adjusted for subdivisions and combinations of shares of Common
Stock and dividends on Class A Common Stock payable in shares of Class A Common
Stock as provided in the Articles of Incorporation).
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"Restricted Stock" means any Common Stock (other than Underlying
Common Stock or Warrant Shares) now owned or subsequently acquired by any Common
Shareholder or a transferee of a Common Shareholder in a Permitted Transfer.
"Sale of the Company" means either (i) a sale of all or substantially
all of the issued and outstanding Company Securities, (ii) a sale of all or
substantially all of the assets and business of the Company and a liquidation of
the Company following such sale, or (iii) a merger or consolidation of the
Company with or into another Person, in each case for cash or securities.
"Securities Act" means the Securities Act of 1933, as amended, or any
similar federal law then in force and the rules promulgated thereunder.
"Securities Exchange Act" means the Securities Exchange Act of 1934,
as amended, or any similar federal law then in force and the rules promulgated
thereunder.
"Series A Preferred Stock" means the Company's Series A Preferred
Stock, par value $0.01 per share, more fully described in the Articles of
Incorporation.
"Series A Underlying Common Stock" means the shares of Class A Common
Stock issued or issuable upon the conversion of the Series A Preferred Stock and
for purposes of applying this definition only, any Person who holds any Series A
Preferred Stock shall be deemed to be the holder of the Series A Underlying
Common Stock obtainable upon conversion of such Series A Preferred Stock
regardless of any restriction or limitation on the conversion of such Series A
Preferred Stock, such Series A Underlying Common Stock shall be deemed to be in
existence, and such Person shall be entitled to exercise the rights of a holder
of such Series A Underlying Common Stock hereunder.
"Series B Preferred Stock" means the Company's Series B Preferred
Stock, par value $0.01 per share, more fully described in the Articles of
Incorporation.
"Series C Preferred Stock" means the Company's Series C Preferred
Stock, par value $0.01 per share, more fully described in the Articles of
Incorporation.
"Series C-1 Preferred Stock" means the Company's Series C-1 Preferred
Stock, par value $0.01 per share, more fully described in the Articles of
Incorporation.
"Series C Stock" means either Series C Preferred Stock or Series C-1
Preferred Stock.
"Series C Underlying Common Stock" means the shares of Class A Common
Stock issued or issuable upon the conversion of the Series C Preferred Stock and
for purposes of applying this definition only, any Person who holds any Series C
Preferred Stock shall be deemed to be the holder of the Series C Underlying
Common Stock obtainable upon conversion of such Series C Preferred Stock
regardless of any restriction or limitation on the conversion of such Series C
Preferred Stock, such Series C Underlying Common Stock shall be deemed to be in
existence, and such Person shall be entitled to exercise the rights of a holder
of such Series C Underlying Common Stock hereunder.
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"Series D Initial Investment Amount" means, as of the date of the
consummation of the Sale of the Company, the aggregate amount paid to the
Company to purchase Series D Preferred Stock pursuant to the Series D-1 Purchase
Agreement.
"Series D Preferred Stock" means either the Company's Series D-1
Preferred Stock, par value $0.01 per share, or the Company's Series D-2
Preferred Stock, par value $0.01 per share, each as more fully described in the
Articles of Incorporation.
"Series D Stock" means either Series D Preferred Stock or Series D
Underlying Common Stock.
"Series D Underlying Common Stock" means the shares of Class A Common
Stock issued or issuable upon the conversion of the Series D-1 Preferred Stock
and for purposes of applying this definition only, any Person who holds any
Series D-1 Preferred Stock shall be deemed to be the holder of the Series D
Underlying Common Stock obtainable upon conversion of such Series D-1 Preferred
Stock regardless of any restriction or limitation on the conversion of such
Series D-1 Preferred Stock, such Series D Underlying Common Stock shall be
deemed to be in existence, and such Person shall be entitled to exercise the
rights of a holder of such Series D Underlying Common Stock hereunder.
"Subsidiary" means any corporation more than 50% of the outstanding

voting securities of which are owned by the Company or any Subsidiary, directly
or indirectly, or a partnership or limited liability company in which the
Company or any Subsidiary is a general partner or manager or holds interests
entitling it to receive more than 50% of the profits or losses of the
partnership or limited liability company.
"transfer" means a sale, assignment, transfer, pledge, encumbrance or
other disposition.
"2001 Warrant Shares" means the shares of Class A Common Stock issued
or issuable upon the exercise of the 2001 Warrants and for purposes of applying
this definition only, any Person who holds 2001 Warrants shall be deemed to be
the holder of the 2001 Warrant Shares obtainable upon the exercise of such 2001
Warrants regardless of any restriction or limitation on the exercise of such
2001 Warrants, such 2001 Warrant Shares shall be deemed to be in existence, and
such Person shall be entitled to exercise the rights of a holder of such 2001
Warrant Shares hereunder.
"Underlying Common Stock" means the Series A Underlying Common Stock,
Series C Underlying Common Stock and Series D Underlying Common Stock,
collectively, and for purposes of applying this definition only, any Person who
holds any Preferred Stock shall be deemed to be the holder of the Underlying
Common Stock obtainable upon conversion of such Preferred Stock regardless of
any restriction or limitation on the conversion of such Preferred Stock, such
Underlying Common Stock shall be deemed to be in existence, and such Person
shall be entitled to exercise the rights of a holder of such Underlying Common
Stock hereunder.
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"Warrant Shares" means the Mezzanine Warrant Shares, Preferred B
Warrant Shares and 2001 Warrant Shares, collectively, and for purposes of
applying this definition only, any Person who holds Warrants shall be deemed to
be the holder of the Warrant Shares obtainable upon the exercise of such
Warrants regardless of any restriction or limitation on the exercise of such
Warrants, such Warrant Shares shall be deemed to be in existence, and such
Person shall be entitled to exercise the rights of a holder of such Warrant
Shares hereunder.
"Windward" means Windward Capital L.P. II, LLC and Windward Capital
Partners II, L.P., collectively.
5. General Provisions.
5A. Transfer Conditions. Prior to any proposed transfer of any Preferred
Stock, Warrants, Warrant Shares or Common Stock (other than a transfer not
involving a change in beneficial ownership), unless there is in effect a
registration statement under the Securities Act covering the proposed transfer,
the holder thereof shall give notice to the Company of such holder's intention
to effect such transfer. Each such notice shall describe the manner and
circumstances of the proposed transfer, in reasonable detail, and, if requested
by the Company, shall be accompanied, at such holder's expense, by either (i) a
written opinion of legal counsel who shall be, and whose legal opinion shall be,
reasonably satisfactory to the Company (it being agreed that Testa, Hurwitz &
Thibeault, LLP, Vinson & Elkins L.L.P., Skadden, Arps, Slate, Meagher & Flom
LLP, Kirkland & Ellis and Schiff Hardin & Waite are satisfactory counsel),
addressed to the Company, to the effect that the proposed transfer of the
Preferred Stock, Warrants, Warrant Shares or Common Stock may be effected
without registration under the Securities Act, or (ii) a "no action" letter from
the Securities and Exchange Commission (the "Commission") to the effect that the
transfer of such securities without registration will not result in a
recommendation by the staff of the Commission that action be taken with respect
thereto, whereupon the holder of such Preferred Stock, Warrants, Warrant Shares
or Common Stock shall be entitled to transfer such Preferred Stock, Warrants,
Warrant Shares or Common Stock in accordance with the terms of the notice
delivered by the holder to the Company and subject to the other provisions of
this Agreement. Each certificate evidencing the Preferred Stock, Warrants,
Warrant Shares or Common Stock transferred as provided above shall bear, except
if such transfer is made pursuant to Rule 144 under the Securities Act, the
appropriate restrictive legend set forth below, except that such certificate
shall not bear such restrictive legend if in the opinion of counsel for such
holder and the Company such legend is not required in order to establish
compliance with any provision of the Securities Act. Notwithstanding the
foregoing, each holder of Preferred Stock, Warrants, Warrant Shares or Common
Stock agrees that it will not request that a transfer of the Preferred Stock,
Warrants, Warrant Shares or Common Stock be made (or that the appropriate
restrictive legend described below hereof be removed from the certificate
evidencing the Preferred Stock, Warrants, Warrant Shares or Common Stock) solely
in reliance on Rule 144(k) under the Securities Act, if as a result of such
proposed transfer the Company would be rendered subject to the reporting
requirements of the Securities Exchange Act.
5B. Legends on Certificates.
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(a) During the term of this Agreement, the Company shall affix to
each certificate issued on or after the date hereof to a party hereto and
evidencing Preferred Stock, Warrants, Warrant Shares or Common Stock a legend in
substantially the following form:
"THE SECURITIES REPRESENTED BY THIS CERTIFICATE AND THE SALE, ASSIGNMENT,
TRANSFER, PLEDGE OR OTHER DISPOSITION AND VOTING THEREOF ARE SUBJECT TO
CERTAIN RESTRICTIONS AND AGREEMENTS CONTAINED IN A FOURTH AMENDED AND
RESTATED SHAREHOLDERS AGREEMENT, DATED AS OF JANUARY 18, 2002, AMONG THE
COMPANY AND CERTAIN SHAREHOLDERS AND WARRANT HOLDERS. A COPY OF THE
SHAREHOLDERS AGREEMENT AND ALL APPLICABLE AMENDMENTS THERETO WILL BE
FURNISHED BY THE COMPANY TO THE RECORD HOLDER OF THIS CERTIFICATE WITHOUT
CHARGE UPON WRITTEN REQUEST TO THE COMPANY AT ITS PRINCIPAL PLACE OF
BUSINESS OR REGISTERED OFFICE."
(b) During the term of this Agreement, the Company shall not
effect any transfer of Preferred Stock, Warrants, Warrant Shares or Common Stock
evidenced by a certificate issued prior to the date hereof and held by any party
to this Agreement until it has advised the proposed transferee of such Preferred
Stock, Warrants, Warrant Shares or Common Stock that such Preferred Stock,
Warrants, Warrant Shares or Common Stock are subject to the restrictions on
transfer and voting arrangements set forth in this Agreement and provided such
proposed transferee with a copy of this Agreement and any applicable amendments.
The Company shall make a notation on its records and give instructions to any
transfer agent of the Preferred Stock, Warrants, Warrant Shares or Common Stock
in order to implement the restrictions on transfer established in this
Agreement.
5C. Termination; Amendment and Waiver.
(a) This Agreement shall terminate upon the earlier to occur of
(i) the written agreement of (A) the holders of at least 662/3% of the Series A
Underlying Common Stock then outstanding, (B) the holders of at least 662/3% of
the Series C Underlying Common Stock then outstanding, (C) the holders of at
least 662/3% of the Warrant Shares (other than 2001 Warrant Shares), (D) the
holders of at least 662/3% of the Series D Underlying Common Stock then
outstanding, and (E) the holders of at least 662/3% of the 2001 Warrant Shares),
(ii) the acquisition by a single purchaser of all of the issued and outstanding
shares of the Preferred Stock, Underlying Common Stock, Common Stock, Warrants
and Warrant Shares or (iii) the closing of a Qualified Public Offering.
(b) No amendment, modification or waiver of this Agreement or any
provision hereof shall be effective unless made by the written agreement of (i)
the holders of at least 662/3% of the shares of Restricted Stock and at least
662/3% of the shares of Series A Underlying Common Stock, and (ii) (A) in the
case of any amendment, modification or waiver that adversely affects the rights
and interests of any holder or holders of Series D Preferred Stock or Series D
Underlying Common Stock hereunder, or in the case of any amendment,
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modification or waiver to any provision of Part 3 of this Agreement or the
definition of any defined term set forth in Part 4 of this Agreement which is
used (directly or indirectly by use in the definition of a term that itself is
used in the definition of another term) in Part 3 of this Agreement, at least
662/3% of the shares of the Series D Underlying Common Stock, (B) in the case of
any amendment, modification or waiver that adversely affects the rights or
interests of any holder or holders of Warrants (other than 2001 Warrants) or
Warrant Shares (other than 2001 Warrant Shares) hereunder, at least 662/3% of
the Common Stock issued and issuable upon exercise of the Warrants (other than
2001 Warrants), (C) in the case of any amendment, modification or waiver that
adversely affects the rights or interests of any holder or holders of Series C
Underlying Common Stock hereunder, or in the case of any amendment, modification
or waiver to any provision of Part 3 of this Agreement or the definition of any
defined term set forth in Part 4 of this Agreement which is used (directly or
indirectly by use in the definition of a term that itself is used in the
definition of another term) in Part 3 of this Agreement, at least 662/3% of the
Series C Underlying Common Stock, and (D) in the case of any amendment,
modification or waiver that adversely affects the rights or interests of any
holder or holders of 2001 Warrants or 2001 Warrant Shares hereunder, at least
662/3% of the Common Stock issued and issuable upon exercise of the 2001
Warrants.
5D. Notices. All notices, demands or other communications to be given or
delivered under or by reason of the provisions of this Agreement will be in
writing and will be deemed to have been given when delivered personally or by
cable, telex, facsimile transmission, telegram or overnight delivery service, or
72 hours after having been mailed by certified or registered mail, return
receipt requested and postage prepaid, to the recipient. Such notices, demands
and other communications will be sent to each party at the address indicated
below:

To the Company:

Monitronics International, Inc.
12801 Stemmons Freeway
Suite 821
Dallas, TX 75234
Facsimile: (972) 919-1985
Attn: James R. Hull

With a copy to:

Vinson & Elkins L.L.P.
2001 Ross Avenue
Suite 3700
Dallas, TX 75201
Facsimile: (214) 999-7714
Attn: Christine Hathaway
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To Preferred Holders or Warrant Holders to their addresses set forth on the
Schedule of Preferred Holders or Warrant Holders, as the case may be,
With a copy to:

If to Austin Ventures:
Vinson & Elkins L.L.P.
600 Congress Avenue
Suite 2700
Austin, TX 78701
Facsimile: (512) 236-3450
Attn: William R. Volk
and
If to Windward:
Skadden, Arps, Slate, Meagher & Flom LLP
Four Times Square
New York, NY 10036
Facsimile: (212) 735-2000
Attn: Howard L. Ellin
and
If to ABRY:
Kirkland & Ellis
153 East 53rd Street
New York, NY 10022
Facsimile: (212) 446-4900
Attn: John L. Kuehn
and
If to CRL:
Testa, Hurwitz & Thibeault, LLP
125 High Street
Boston, MA 02110
Facsimile: (617) 248-7100
Attn: Andrew E. Taylor, Jr.
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and
If to NML:
Schiff Hardin & Waite
6600 Sears Tower
Chicago, IL 60606
Facsimile: (312) 258-5600
Attn: Andrew A. Kling

To the Common Shareholders, to their addresses set forth on the Schedule of
Common Shareholders, or to such other address or to the attention of such other
Person as the recipient party has specified by prior written notice to the
sending party.
5E. Governing Law. The construction, validity and interpretation of this
Agreement will be governed by the internal laws of the State of Texas without
giving effect to any choice of law or conflict of law provision or rule (whether
of the State of Texas or any other jurisdiction) that would cause the
application of the laws of any jurisdiction other than the State of Texas.
5F. Entire Agreement. This Agreement and the addendum, exhibits and
schedules hereto embody the entire agreement and understanding between the
parties hereto with respect to the subject matter hereof and supersedes all
prior agreements and understandings relating to such subject matter.
5G. Further Assurances. Each party to this Agreement hereby covenants and

agrees,
deliver
actions
of this

without the necessity of any further consideration, to execute and
any and all such further documents and take any and all such other
as may be necessary or appropriate to carry out the intent and purposes
Agreement and to consummate the transactions contemplated herein.

5H. Counterparts. This Agreement may be executed in one or more
counterparts, each of which shall be deemed an original, but all of which shall
be one and the same document.
5I. Reorganization. The provisions of this Agreement shall apply to any
Equity Securities resulting from any stock split or reverse stock split, stock
dividend, reclassification, subdivision, consolidation or reorganization of any
shares of Company Securities and to any shares of Company Securities or shares
of Equity Securities of any successor company which may be received by any of
the parties hereto by virtue of their respective ownership of any shares of
Company Securities.
5J. Descriptive Headings. The descriptive headings of this Agreement are
inserted for convenience only and do not constitute a part of this Agreement.
5K. Severability. Whenever possible, each provision of this Agreement will
be interpreted in such manner as to be effective and valid under applicable law,
but if any provision of this Agreement is held to be prohibited by or invalid
under applicable law, such provision will
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be ineffective only to the extent of such prohibition or invalidity, without
invalidating the remainder of this Agreement.
5L. Binding Effect. Except as otherwise expressly provided herein, all
covenants and agreements in this Agreement by or on behalf of any of the parties
hereto will bind and inure to the benefit of the respective heirs, personal
representatives, successors and transferees of the parties hereto whether so
expressed or not. In addition, and whether or not any express assignment has
been made, unless expressly provided otherwise, the provisions of this Agreement
which are (i) for any Preferred Holder's benefit as a purchaser or holder of
shares of Preferred Stock are also for the benefit of, and enforceable by, any
subsequent holder of such Preferred Stock and (ii) for any Warrant Holder's
benefit as a purchaser or holder of Warrants or Warrant Shares are also for the
benefit of, and enforceable by, any subsequent holder of Warrants and Warrant
Shares. Except by operation of law, the Company shall not make any transfer of
any of its rights or obligations hereunder without the prior written consent of
each of the holders of Series A Underlying Common Stock, each of the holders of
the Series C Underlying Common Stock and each of the holders of the Warrants and
Warrant Shares.
5M. Exception for Pledge. The parties acknowledge that pursuant to the
terms of a (a) Third Amended and Restated Pledge Agreement, dated as of January
13, 1999, as amended to date (the "Pledge Agreement"), by and between Austin
Ventures III, Austin Ventures V, Capital Resource Lenders II, L.P. ("CRL"), Hull
Family Limited Partnership, Robert Sherman, individually, Michael Gregory,
individually, Michael Meyers, individually, and Stephen Hedrick, individually
(collectively, the "Pledgors") and Canadian Imperial Bank of Commerce, as
Administrative Agent, State Street Bank and Trust Company, for itself and as
Documentation and Collateral Agent (the "Secured Party"), CIBC, Inc., Heller
Financial, Inc., Chase Bank of Texas, National Association, Union Bank of Texas,
N.A., Wells Fargo Bank (Texas) National Association, LaSalle National Bank and
BankBoston, N.A. (collectively, the "Lenders"), (b) Pledge Agreement, dated as
of April 27, 2001, as amended to date (the "ABRY/Windward/CRL Pledge
Agreement"), by and between ABRY, Windward, CRL and the Lenders, and (c) Pledge
Agreement, dated as of January 18, 2002 (the "NML Pledge Agreement"), by and
between The Northwestern Mutual Life Insurance Company ("NML") and the Lenders,
certain Company Securities, as identified on Schedule I to the Pledge Agreement,
the ABRY/Windward/CRL Pledge Agreement and the NML Pledge Agreement
(collectively, the "Pledged Securities"), have been pledged by the Pledgors,
ABRY, Windward, CRL and NML to the Secured Party for the benefit of the Lenders.
The parties hereto acknowledge and consent to such pledge of the Pledged
Securities and, notwithstanding any provision in this Agreement to the contrary,
hereby agree that any purchaser of such Pledged Securities, including the
Lenders, who acquires the Pledged Securities pursuant to the terms of the Pledge
Agreement, the ABRY/Windward/CRL Pledge Agreement and the NML Pledge Agreement
shall take the Pledged Securities free and clear of all terms of this Agreement
and neither such Persons nor such Pledged Securities shall thereafter be subject
to any term or condition of this Agreement.
* * * *
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IN WITNESS WHEREOF, the parties have executed this Fourth Amended and
Restated Shareholders Agreement as of the date first above written.

COMPANY:
MONITRONICS INTERNATIONAL, INC.
By: /s/ James R. Hull
------------------------------------James R. Hull,
President
PURCHASERS:
AUSTIN VENTURES III-A, L.P.
By: AV Partners III, L.P.,
Its General Partner
By: /s/ Blaine F. Wesner
--------------------------------Blaine F. Wesner,
Authorized Signatory
AUSTIN VENTURES III-B, L.P.
By: AV Partners III, L.P.,
Its General Partner
By: /s/ Blaine F. Wesner
--------------------------------Blaine F. Wesner,
Authorized Signatory
AUSTIN VENTURES V, L.P.
By: AV Partners V, L.P.,
Its General Partner
By: /s/ Blaine F. Wesner
--------------------------------Blaine F. Wesner,
General Partner
AUSTIN VENTURES V AFFILIATES FUND, L.P.
By: AV Partners V, L.P.,
Its General Partner
By: /s/ Blaine F. Wesner
--------------------------------Blaine F. Wesner,
General Partner
CAPITAL RESOURCE LENDERS II, L.P.
By: Capital Resource Partners II, L.P.,
Its General Partner
By: /s/ Stephen M. Jenks
--------------------------------General Partner
WINDWARD CAPITAL PARTNERS II, L.P.
By: Windward Capital GP II, LLC,
Its General Partner
By: /s/ Peter S. Macdonald

--------------------------------Peter S. Macdonald,
Managing Member
WINDWARD CAPITAL LP II, LLC
By: /s/ Peter S. Macdonald
------------------------------------Peter S. Macdonald,
Managing Member
ABRY PARTNERS IV, L.P.
By: ABRY Capital Partners, L.P.,
Its General Partner
By: ABRY Capital Partners, LLC,
Its General Partner
By: /s/ illegible signature
----------------------------Name:
Title: Authorized Agent
ABRY INVESTMENT PARTNERSHIP, L.P.
By: ABRY Investment GP, LLC,
Its General Partner
By: /s/ Jeffrey J. Lueken
------------------------------Name:
Title: Authorized Agent
THE NORTHWESTERN MUTUAL LIFE INSURANCE
COMPANY
By: /s/ Jeffrey J. Lueken
------------------------------------Name:
Title: Authorized Agent
COMMON SHAREHOLDERS:
HULL FAMILY LIMITED PARTNERSHIP, L.P.
By: James R. Hull Management Trust,
Its General Partner
By: /s/ James R. Hull
--------------------------------James R. Hull, Trustee
/s/ Robert N. Sherman
----------------------------------------Robert N. Sherman
/s/ Michael Meyers
----------------------------------------Michael Meyers
/s/ Stephen Hedrick
----------------------------------------Stephen Hedrick

/s/ Michael Gregory

----------------------------------------Michael Gregory
EXHIBIT A TO SHAREHOLDERS AGREEMENT
INDEMNIFICATION AGREEMENT
This Indemnification Agreement (the "Agreement") is executed on and entered
into as of _______________, _____ (the "Effective Date") by and between
Monitronics International, Inc., a Texas corporation (the "Company"), and
________________ ("Director").
The Company is required or permitted under certain circumstances to
indemnify directors of the Company against liability incurred by them in such
capacities or by reason of occupying such position. The Company desires to have
Director serve as a director of the Company, and Director desires to serve,
provided that he is indemnified by the Company. This is the Indemnification
Agreement referred to in the Fourth Amended and Restated Shareholders Agreement
(the "Shareholders Agreement") entered into on January 18, 2002 by the Company
and the Shareholders named therein.
The parties agree as follows:
1. Definitions.
Unless the context requires otherwise, for purposes of this Agreement:
(a) "Act" shall mean the Texas Business Corporation Act, as in effect on
the date of this Agreement and as hereafter amended, and any successor statute;
provided that, for purposes of this Agreement, any amendment of such Act that
reduces the rights of Director will be given effect only to the extent required
by such Act as amended;
(b) the terms "proceedings," "expenses" and other terms defined in Article
2.02-1 of the Act are used herein with the meanings as so defined under the Act;
and
(c) the phrase "serving in a representative capacity at the request of the
Company" means serving at the request of the Company as a director, officer,
partner, venturer, proprietor, trustee, employee, agent or similar functionary
of another corporation, partnership, joint venture, sole proprietorship, trust,
employee benefit plan or other enterprise.
2. Indemnity.
(a) The Company agrees to indemnify Director to the fullest extent
permitted by the Act, as soon as practicable but in any event no later than 30
days after receipt by the Company of any claim for indemnity hereunder against
expenses judgments, penalties, fines and amounts paid in settlement (including
all interest, assessments and other charges paid or payable in connection with
or in respect of such expenses, judgments, fines, penalties or amounts paid in
settlement of such proceeding) incurred by or on behalf of Director in
connection with any proceeding in which Director was, is or is threatened to be
a named a party to or witness or other participant in such proceeding because he
is or was a director or officer of the Company or because he is or was serving
in a representative capacity at the request of the Company.
(b) Reasonable expenses incurred by Director in connection with a
proceeding referred to in Paragraph 2A in advance of the final disposition of
the proceeding and without the determination specified in Sections F or G of
Article 2.02-1 of the Act, promptly upon receipt by the Company of:
(i) a written affirmation by Director of his good faith belief that he
has met the standard of conduct necessary for indemnification under the Act; and
(ii) a written undertaking by or on behalf of the Director to repay
the amount paid or reimbursed pursuant to this Paragraph 2B if it is ultimately
determined that he has not met the standard of conduct necessary for
indemnification under the Act or if it is ultimately determined that
indemnification of Director against expenses incurred by him in connection with
that proceeding is prohibited by Section E of Article 2.02-1 of the Act.
(c) This Agreement makes mandatory the indemnification permitted under
Section B of Article 2.02-1 of the Act with respect to expenses incurred in
connection with a proceeding described in such provision and shall be deemed to
constitute authorization of indemnification in the manner required by the Act.
3. Notification and Defense of Claim.
(a) Promptly after receipt by Director of notice of the commencement of any
proceeding in which Director was, is or is threatened to be a named a party to
or witness or other participant in such proceeding, if a claim for indemnity in
connection with such proceeding is to be made against the Company under this

Agreement, will promptly notify the Company of the commencement thereof. With
respect to any such proceeding other than a proceeding brought by or on behalf
of the Company or as to which Director shall have made the determination
provided for in (ii) below, the Company will be entitled to participate therein
at its own expense, and the Company may assume the defense thereof with counsel
satisfactory to Director. After notice from the Company to Director of its
election to assume the defense thereof, the Company will not be liable to
indemnify Director under this Agreement against expenses subsequently incurred
by Director in connection with the defense thereof other than reasonable costs
of investigation or as otherwise provided below. Director shall have the right
to select and employ counsel in a proceeding, but the fees and expenses of such
counsel incurred after notice from the Company of its assumption of the defense
thereof shall be borne by Director unless (i) the employment of such counsel by
Director has been authorized by the Company, (ii) Director shall have reasonably
concluded that there may be a conflict of interest between the Company and
Director in the conduct of the defense of such proceeding, or (iii) the Company
shall not in fact have employed counsel to assume the defense of such action,
and in each case the fees and expenses of counsel shall be subject to the
indemnity provided hereunder by the Company; provided, however, that in the
event any other person indemnified by the Company (unless Director has
reasonably concluded that there may be a conflict of interest between Director
and such other person) is also named or threatened to be named defendant or
respondent in a proceeding referred to in (ii) above, the fees and expenses of
only one counsel employed by Director and all such other persons shall be
subject to indemnity hereunder.
(b) Promptly following receipt by the Company from Director of any claim
for indemnity hereunder, the Company shall in good faith make or cause to be
made any determination as to reasonableness of expenses and determination that
indemnification is permissible as may be required pursuant to the Act and, as
soon as practicable, but in any event no later than 30 days after receipt by the
Company of any claim for indemnity hereunder, following such determination, the
Company shall pay or cause to be paid to Director in cash the amount of the
expenses indemnified hereunder and so determined to be reasonable and
permissible. Such payment shall be made out of the assets of the Company.
4. Miscellaneous.
(a) The Company expressly confirms and agrees that it has entered into this
Agreement in order to induce Director to serve or continue to serve as a
director or in a representative capacity at the request of the Company, and
acknowledges that Director is relying upon this Agreement in continuing in such
capacity and in serving as a director of the Company or in a representative
capacity at the request of the Company hereafter, whether or not Director serves
in any such capacity on the date of this Agreement. All agreements and
obligations of the Company contained herein shall continue during the period
that Director serves as a director of the Company or in a representative
capacity at the request of the Company and thereafter so long as Director shall
be subject to any possible claim or pending, threatened or completed proceeding
by reason of the fact that Director was a director or served in any other
representative capacity.
(b) In the event Director is required to bring any action to enforce his
rights or to collect any amount due him under this Agreement and is successful
in such action, the Company shall reimburse Director for all of Director's fees
and expenses (including, without limitation, reasonable attorney's fees) in
bringing and pursuing such action.
(c) Each of the provisions (including any provision within a single
Paragraph or sentence) of this Agreement is a separate and distinct agreement
and independent of the others, so that if any provision hereof shall be held to
be invalid, illegal or unenforceable for any reason whatsoever, such invalidity
or unenforceability shall not affect the validity or enforceability of the other
provisions hereof and such remaining provisions shall remain enforceable to the
fullest extent permitted by law.
(d) This Agreement shall be interpreted and enforced in accordance with the
internal laws but not the law of conflicts of the State of Texas.
(e) This Agreement and the terms hereof shall be binding upon and inure to
the benefit of the Company and Director, and their respective successors and
assigns.
(f) No amendment, modification, termination or cancellation of this
Agreement shall be effective unless in writing signed by both parties hereto. No
waiver of any of the provisions of this Agreement shall be deemed or shall
constitute a waiver of any other provisions hereof (whether or not similar) nor
shall such waiver constitute a continuing waiver.
(g) The-indemnification provided by this Agreement shall not be deemed
exclusive of any other rights to which Director may be entitled under any
provision of the Act, the Articles of Incorporation or bylaws of the Company or
of any other corporation, or any other agreement or otherwise. To the extent

that a change in the Act (whether by statute or judicial decision) permits
greater indemnification by agreement than would be affording currently under the
Company's bylaws and this Agreement, it is the intent of parties hereto that
Director shall enjoy by this Agreement the greater benefits so afforded by such
change.
(h) All notices, demands or other communications to be given or delivered
under or by reason of the provisions of this Agreement will be in writing and
will be deemed to have been given when delivered personally or by cable, telex,
facsimile transmission, telegram or overnight delivery service, or 72 hours
after having been mailed by certified or registered mail, return receipt
requested and postage prepaid, to the recipient. Such notices, demands and other
communications will be sent to each party at the address indicated below:
If to the Director:
----------------------------------------------------------------------------Facsimile:
Attn:
If to the Company:
Monitronics International, Inc.
12801 Stemmons Freeway
Suite 821
Dallas, TX 75234
Facsimile: (972) 919-1985
Attn: President
or to such other address or to the attention of such other Person as the
recipient party has specified by prior written notice to the sending party.
IN WITNESS WHEREOF, the parties have executed this Agreement to be
effective as of the Effective Date.
The Company:
MONITRONICS INTERNATIONAL, INC.
By: _____________________________________
James R. Hull, President
EXHIBIT B TO SHAREHOLDERS AGREEMENT
ADDENDUM AGREEMENT TO FOURTH AMENDED
AND RESTATED SHAREHOLDERS AGREEMENT
This Addendum Agreement is executed on and effective as of _______________,
by and among ____________________ (the "New Shareholder"), the New Shareholder's
Spouse (if any), and Monitronics International, Inc., a Texas corporation (the
"Company").
The Fourth Amended and Restated Shareholders Agreement dated January 18,
2002 (the "Shareholders Agreement") among the Company and certain shareholders
of the Company provides that all persons prior to becoming shareholders of the
Company must enter into an Addendum Agreement binding such person and such
person's spouse (if any) to the Shareholders Agreement to the same extent as if
they were original parties thereto. Capitalized terms used herein but not
otherwise defined shall have the meanings ascribed to them in the Shareholders
Agreement.
Therefore, the New Shareholder and the spouse of the New Shareholder (if
any) hereby agree to be bound by all terms and conditions of the Shareholders
Agreement to the same extent as if they were original signatories to the
Shareholders Agreement and were a [insert type of holder](*). This Addendum
Agreement shall be attached to and become part of the Shareholders Agreement.
NEW SHAREHOLDER:
----------------------------------------Signature
----------------------------------------Spouse of New Shareholder

COMPANY:
MONITRONICS INTERNATIONAL, INC.
By:
------------------------------------Title:
*In each case where the New Shareholder is a transferee of Company
Securities from a party to the Shareholders Agreement, based upon the type of
Company Security the New Shareholder has acquired, the New Shareholder shall be
deemed either a Preferred Holder, a Warrant Holder and/or a Common Shareholder
with respect to each such Company Security. In all other cases, the New
Shareholder shall be deemed a Common Shareholder.
SCHEDULE OF PREFERRED HOLDERS
Austin Ventures III-A, L.P.
Austin Ventures III-B, L.P.
Austin Ventures V, L.P.
Austin Ventures V Affiliates Fund, L.P.
701 Brazos
Suite 1400
Austin, TX 78701
Facsimile: (512) 476-3952
Attn: Blaine F. Wesner
Capital Resource Lenders II, L.P.
c/o Capital Resource Partners
85 Merrimac Street
Suite 200
Boston, MA 02114
Facsimile: (617) 723-9819
Attn: Stephen M. Jenks
Windward Capital Partners II, L.P.
Windward Capital L.P. II, LLC
1177 Avenue of the Americas
42nd Floor
New York, NY 10036
Facsimile: (212) 382-6534
Attn: Peter S. Macdonald
ABRY Partners IV, L.P.
ABRY Investment Partnership, L.P.
18 Newbury Street
Boston, MA 02116
Facsimile: (617) 859-7205
Attn: Jay Grossman
SCHEDULE OF WARRANT HOLDERS
Capital Resource Lenders II, L.P.
c/o Capital Resource Partners
85 Merrimac Street
Suite 200
Boston, MA 02114
Facsimile: (617) 723-9819
Attn: Stephen M. Jenks
Austin Ventures III-A, L.P.
Austin Ventures III-B, L.P.
Austin Ventures V, L.P.
Austin Ventures V Affiliates Fund, L.P.
701 Brazos
Suite 1400
Austin, TX 78701
Facsimile: (512) 476-3952
Attn: Blaine F. Wesner
The Northwestern Mutual Life Insurance Company
720 East Wisconsin Avenue
Milwaukee, WI 53202
Facsimile: (414) 299-7124
Attn: Securities Department
SCHEDULE OF COMMON SHAREHOLDERS
1.

Hull Family Limited Partnership, L.P.
c/o Monitronics International, Inc.

12801 Stemmons Freeway
Suite 821
Dallas, TX 75234
Facsimile: (972) 919-1985
2.

Robert N. Sherman
c/o Monitronics International, Inc.
12801 Stemmons Freeway
Suite 821
Dallas, TX 75234
Facsimile: (972) 919-1985

3.

Michael Meyers
c/o Monitronics International, Inc.
12801 Stemmons Freeway
Suite 821
Dallas, TX 75234
Facsimile: (972) 919-1985

4.

Stephen Hedrick
c/o Monitronics International, Inc.
12801 Stemmons Freeway
Suite 821
Dallas, TX 75234
Facsimile: (972) 919-1985

5.

Michael Gregory
c/o Monitronics International, Inc.
12801 Stemmons Freeway
Suite 821
Dallas, TX 75234
Facsimile: (972) 919-1985
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Monitronics International, Inc.
and
ABRY Partners IV, L.P.
and
ABRY Investment Partnership, L.P.
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SERIES D-I PREFERRED STOCK
PURCHASE AGREEMENT

This Series D-I Preferred Stock Purchase Agreement (the "Agreement"), dated
as of April 27, 2001, is entered into by and among Monitronics International,
Inc., a Texas corporation (the "Company"), and the Persons listed on Exhibit A
attached hereto (individually, a "Purchaser" and, collectively, the
"Purchasers"). Capitalized terms not defined elsewhere herein shall have the
respective meanings assigned to them in Part 9 of this Agreement.
In consideration of the mutual promises and covenants contained in this
Agreement, the parties agree as follows:
1. Authorization and Sale of Shares.
1A. Authorization. The Company has, or before the Initial Closing (as
defined in Paragraph 2A of this Agreement) will have, duly authorized the

issuance and sale, pursuant to the terms of this Agreement, of up to 70,000
shares of its Series D- 1 Preferred Stock (the "Series D-1 Preferred Stock"),
having the rights, restrictions, privileges and preferences set forth in the
Articles of Amendment to the Articles of Incorporation attached as Exhibit B
(the "Articles of Amendment"). The Company has, or before the Initial Closing
will have, adopted and filed the Articles of Amendment with the Secretary of
State of the State of Texas. The shares of Series DI Preferred Stock being sold
under this Agreement and, unless the context otherwise requires, the shares of
Series D-2 Preferred Stock and Class A Common Stock issued or issuable upon the
conversion of such shares of Series D-1 Preferred Stock are referred to as
"Shares".
1B. Sale of Initial Shares of Series D-l Preferred Stock. Subject to
the terms and conditions of this Agreement, at the Initial Closing, the Company
will issue and sell to the Purchasers, and each of the Purchasers will purchase,
the number of shares of Series D-l Preferred Stock (the "Initial Shares") set
forth opposite such Purchaser's name on Exhibit A under the heading "Number of
Initial Shares" for the purchase price of $1,000 per share.
1C. Sale of Additional Shares of Series D-1 Preferred Stock at the
Option of the Company.
(i) At any time during the 12-month period (the "Put Option
Period") beginning on the Initial Closing Date (as defined in Paragraph 2A of
this Agreement), subject to the terms and conditions of this Agreement, at one
or more Put Option Closings (as defined in Paragraph 2B of this Agreement), the
Company shall have the right (the "Put Rights") to require the Purchasers to
purchase, in the aggregate, up to 20,000 authorized but unissued shares of
Series D- 1 Preferred Stock (the "Put Option Shares") for the purchase price of
$1,000 per share.
(ii) If the Company chooses to exercise its Put Rights, the
Company shall deliver a notice (each, a "Put Notice") to each Purchaser during
the Put Option Period setting forth (a) the number of Put Option Shares to be
purchased by the Purchasers on the Put Option Closing Date (as defined in
Paragraph 2B of this Agreement) and (b) the date of the Put Option Closing Date
(which shall be no less than 30 days after the date of the receipt by the
Purchasers of such Put Notice and, if the purchase of Put Option Shares by the
Purchasers is subject to a filing under the HSR Act, such specified date shall
be extended up to 15 Business
Days after any applicable waiting period under the HSR Act shall have expired or
been terminated); provided, however, (1) the number of Put Option Shares set
forth in any Put Notice (other than the final Put Notice) shall not be less than
5,000 and (2) no more than one Put Notice may be delivered during any 30-day
period. No Put Option Closing may occur more than 30 days after the expiration
of the Put Option Period, unless the purchase of Put Option Shares by the
Purchasers is subject to a filing under the HSR Act, in which case such period
shall be extended to 15 Business Days after any applicable waiting period under
the HSR Act shall have expired or been terminated. On each Put Option Closing
Date, the Company will issue and sell to the Purchasers, and the Purchasers will
purchase, the number of Put Option Shares set forth in the Put Notice (which
number, together with all Put Option Shares sold at prior Put Option Closings,
shall not exceed the number of Put Option Shares set forth in Subparagraph (i)
above) for the purchase price of $1,000 per share. The number of Put Option
Shares specified in the Put Notice which the Company has elected to sell shall
be purchased by the Purchasers on a pro rata basis based upon the percentage
that the number of Initial Shares purchased by each Purchaser on the Initial
Closing Date represents out of the total number of Initial Shares purchased by
all of the Purchasers on the Initial Closing Date or in such other proportion as
the Purchasers may specify.
1D. Sale of Additional Shares of Series D-1 Preferred Stock at the
Option of the Purchasers.
(i) Within 10 days after the expiration of the Put Option Period,
the Company shall deliver to each of the Purchasers a notice (the "Initial
Financing Notice") setting forth the amount (the "Initial Financing Amount") of
gross proceeds (net of any amount (other than reimbursement of reasonable and
customary expenses) paid to any provider of financing or any Affiliate thereof)
received by the Company from the issuance of Put Option Shares or other debt or
equity securities during the Put Option Period (provided that the Initial
Financing Amount will not include any such gross proceeds that the Company has
used or is permitted to use to repay indebtedness of the Company, other than
indebtedness that the Company may reborrow under revolving debt commitments in
effect at the end of the Put Option Period), along with backup documentation of
the Initial Financing Amount raised by the Company, and absent written objection
by the Purchasers to the Initial Financing Amount specified therein within 15
Business Days of the receipt by the Purchasers of such Initial Financing Notice,
the Initial Financing Amount specified in the Initial Financing Notice shall be
final and conclusive. The Purchasers shall have the right to retain, at their
expense, a certified public accounting firm to inspect the Company's books and
records to make an independent determination of the Initial Financing Amount
specified in the Initial Financing Notice within 30 days of the receipt by the

Purchasers of such Initial Financing Notice. In the event that the Company shall
dispute the conclusions of the Purchasers' certified public accounting firm, the
Company and the Purchasers agree to retain, at the Company's expense, an
internationally recognized accounting firm (the "Deciding Accountant") mutually
acceptable to them to independently determine the Initial Financing Amount
within 30 days and such determination shall be final and conclusive. The "Final
Determination Date" means the earliest of (a) the 30th day after receipt of the
Initial Financing Notice, if the Purchasers have not raised any objection, (b)
the date on which the parties hereto agree upon the Initial Financing Amount,
and (c) the date on which the Deciding Accountant delivers written notice to the
Company and the Purchasers of its decision with respect to the Initial Financing
Amount. During the period (the "Additional Financing Period")
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beginning on the expiration of the Put Option Period and ending on the date of
the delivery of a Call Notice (as defined in Paragraph ID(iii) of this
Agreement), the Company shall promptly deliver to each of the Purchasers a
notice (each, an "Additional Financing Notice") setting forth the amount (each,
an "Additional Financing Amount" and, together with the Initial Financing
Amount, the "Financing Amount") of gross proceeds (net of any amount (other than
reimbursement of reasonable and customary expenses) paid to any provider of
financing or any Affiliate thereof) received by the Company from the issuance of
Put Option Shares or other debt or equity securities during the Additional
Financing Period (provided that any Additional Financing Amount will not include
any such gross proceeds that the Company has used or is permitted to use to
repay indebtedness of the Company, other than indebtedness that the Company may
reborrow under revolving debt commitments in effect at the end of the Additional
Financing Period), along with backup documentation of the Additional Financing
Amount raised by the Company. Subject to the rights of the Purchasers to object
to the Additional Financing Amount set forth in any Additional Financing Notice
in accordance with the dispute resolution provisions set forth above, each
Additional Financing Amount shall be included in the Financing Amount.
(ii) If the Financing Amount (as determined pursuant to
Subparagraph (i) above) is less than $20,000,000, at any time during the 60-day
period (the "Call Option Period") beginning on the Final Determination Date,
subject to the terms and conditions of this Agreement, at the Call Option
Closing (as defined in Paragraph 2C of this Agreement), the Purchasers shall
have a one-time right (the "Call Right") to purchase from the Company up to such
number of authorized but unissued shares of Series D-l Preferred Stock (the
"Call Option Shares" and, together with the Put Option Shares, the "Option
Shares") in an amount equal to (a), $20,000,000 minus the Financing Amount
divided by (b) $1,000, for the purchase price of $1,000 per share.
Notwithstanding the foregoing, the Call Option Period shall be tolled during any
period in which the Purchasers have objected to any Additional Financing Amount
set forth in any Additional Financing Notice until such objection has been
resolved in accordance with the dispute resolution procedures set forth in
Subparagraph (i) above. The number of Call Option Shares specified in the Call
Notice which the Purchasers have elected to purchase shall be purchased by the
Purchasers on a pro rata basis based upon the percentage that the number of
Initial Shares purchased by each Purchaser on the Initial Closing Date
represents out of the total number of Initial Shares purchased by all of the
Purchasers on the Initial Closing Date or in such other proportion as the
Purchasers may specify.
(iii) If the Purchasers choose to exercise their Call Right, the
Purchasers shall deliver a notice (a "Call Notice") to the Company setting forth
(a) the number of Call Option Shares to be purchased by each Purchaser on the
Call Option Closing Date (as defined in Paragraph 2C of this Agreement) and (b)
the date of the Call Option Closing Date (which shall be no more than 15
Business Days after the delivery of the Call Notice, and, if the purchase of
Call Option Shares by the Purchasers is subject to a filing under the HSR Act,
such specified date shall be extended up to 15 Business Days after any
applicable waiting period under the HSR Act shall have expired or been
terminated). The Call Notice must be given (if at all) prior to the expiration
of the Call Option Period. On the Call Option Closing Date, the Company will
issue arid sell to each of the Purchasers, and each of the Purchasers will
purchase, the number of Call Option Shares set forth in the Call Notice (which
number shall not exceed the
3
maximum number of Call Option Shares as determined pursuant to Subparagraph (ii)
above) for the purchase price of $1,000 per share.
1E. Use of Proceeds. The Company will use the proceeds from the sale
of the Series D-l Preferred Stock hereunder solely to fund the operations of the
Company as conducted in the ordinary course of business and in accordance with
past practice.
1F. HSR Act Matters.

(a) Notwithstanding the provisions of Paragraphs I C and ID of
this Agreement but subject to Paragraph 1F(b), the Company shall not be required
to sell any Option Shares to the Purchasers hereunder, and the Purchasers shall
not be required to purchase such shares from the Company, unless any filings
under the HSR Act required to be made by the Purchasers and the Company with
respect to any such purchase shall have been made and the waiting period with
respect thereto shall have expired or been terminated. Any sale of Option Shares
by the Company to the Purchasers that is subject to a filing under the HSR Act
shall be made at an Option Closing on a date selected by the Company (in the
case of the Put Option) and the Purchasers (in the case of a Call Option) not
later than 15 Business Days after the waiting period with respect to the HSR Act
shall have expired or terminated.
(b) As promptly as practicable after the date of delivery of any
Put Notice or Call Notice in which the exercise of a Put Right or Call Right
would require the sale and purchase of Option Shares that is subject to a filing
under the HSR Act, the Purchasers and the Company will each promptly make any
filings required by the HSR Act to be made in order to consummate the sale of
Option Shares by the Company to the Purchasers, and following the date of this
Agreement, each party hereto will cooperate with the other parties hereto in
connection with any such filings required by the HSR Act. The Company will bear
all the filing fees associated with any such filing. Notwithstanding anything to
the contrary contained herein, nothing in this Agreement will require any
Person, whether pursuant to an order of the Federal Trade Commission or the
United States Department of Justice or otherwise, to dispose of any assets,
lines of business or equity interests, or otherwise take any action that would
materially affect its business, in order to obtain the consent of the Federal
Trade Commission or the United States Department of Justice to the transactions
contemplated by this Agreement. The Purchasers shall promptly provide the
Company (or the Company's counsel) copies of all filings made and any materials
submitted by the Purchaser in connection with the HSR Act and the Company shall
promptly provide the Purchasers (or the Purchasers' counsel) copies of all
filings made and any materials submitted by the Company in connection with the
HSR Act, but, in each case, only to the extent such filings are submitted in
connection with the Purchasers' investment in the Company hereunder.
2. The Closings.
2A. The Initial Closing. The closing of the issuance, sale and
purchase of the Initial Shares under this Agreement (the "Initial Closing")
shall take place on the date hereof (the "Initial Closing Date"). The Initial
Closing shall be held at the offices of the Company, 12801 Stemmons Freeway,
Suite 821, Dallas, TX at 10:00 a.m., Central Time, on the date specified above
for the Initial Closing, or at such other place or such other time as the
Company and the
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Purchasers may agree in writing. At the Initial Closing, the Company shall
deliver to each of the Purchasers a certificate representing the number of
Initial Shares purchased by such Purchaser, registered in the name of such
Purchaser, against payment to the Company of the purchase price therefor, by
wire transfer, check, or other method acceptable to the Company.
2B. The Put Option Closing. The closing of the issuance, sale and
purchase of the Put Option Shares under this Agreement (each, a "Put Option
Closing") shall take place on the date (each, a "Put Option Closing Date") as
shall be specified in each Put Notice (but not less than 30 days after the date
of the receipt by the Purchasers of such Put Notice and, if the purchase of Put
Option Shares by the Purchasers is subject to a filing under the HSR Act, such
specified date shall be extended up to 15 Business Days after any applicable
waiting period under the HSR Act shall have expired or been terminated). Each
Put Option Closing shall be held at the offices of the Company, 12801 Stemmons
Freeway, Suite 821, Dallas, TX at 10:00 a.m., Central Time, on the date
specified above for such Put Option Closing, or at such other place or such
other time as the Company and the Purchasers may agree in writing. At each Put
Option Closing, the Company shall deliver to each of the Purchasers a
certificate representing the number of Put Option Shares being purchased by such
Purchaser, registered in the name of such Purchaser, against payment to the
Company of the purchase price therefor, by wire transfer, check, or other method
acceptable to the Company. If at any Put Option Closing any of the conditions
specified in Paragraph 5B of this Agreement shall not have been fulfilled, each
of the Purchasers shall, at its election, be relieved of all of its obligations
under this Agreement to be performed at such Put Option Closing without thereby
waiving any other rights it may have by reason of such failure or such
non-fulfillment.
2C. The Call Option Closing. The closing of the issuance, sale and
purchase of the Call Option Shares under this Agreement (the "Call Option
Closing" and, together with the Put Option Closing, the "Option Closings" and,
together with the Initial Closing, the "Closings") shall take place on a date
(the "Call Option Closing Date" and, together with the Put Option Closing Date,
the "Option Closing Dates" and, together with the Initial Closing Date, the
"Closing Dates") as shall be specified in the Call Notice (but not less than 30

days after the date of the receipt by the Company of such Call Notice and, if
the purchase of Call Option Shares by the Purchasers is subject to a filing
under the HSR Act, such specified date shall be extended up to 15 Business Days
after any applicable waiting period under the HSR Act shall have expired or been
terminated). The Call Option Closing shall be held at the offices of the
Company, 12801 Stemmons Freeway, Suite 821, Dallas, TX at 10:00 a.m., Central
Time, on the date specified above for the Call Option Closing, or at such other
place or such other time as the Company and the Purchasers may agree in writing.
At the Call Option Closing, the Company shall deliver to each of the Purchasers
a certificate representing the number of Call Option Shares being purchased by
such Purchaser, registered in the name of such Purchaser, against payment to the
Company of the purchase price therefor, by wire transfer, check, or other method
acceptable to the Company. If at the Call Option Closing any of the conditions
specified in Paragraph 5B of this Agreement shall not have been fulfilled, each
of the Purchasers shall, at its election, be relieved of all of its obligations
under this Agreement to be performed at the Call Option Closing without thereby
waiving any other rights it may have by reason of such failure or such
nonfulfillment.
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3. Representations and Warranties of the Company. Subject to and except as
disclosed by the Company in the Schedule of Exceptions attached hereto as
Exhibit C (the "Exceptions Schedule"), the Company hereby represents and
warrants to each of the Purchasers as follows:
3A. Organization and Standing. The Company is a corporation duly
organized, validly existing and in good standing under the laws of the State of
Texas and has full corporate power and authority to conduct its business as
presently conducted and as proposed to be conducted by it and to enter into and
perform this Agreement and each of the Ancillary Agreements and to carry out the
transactions contemplated hereby and thereby. The Company is duly qualified and
in good standing to do business as a foreign corporation in each jurisdiction
where the failure to be so qualified would have a Material Adverse Effect. The
Company has furnished to each Purchaser true and complete copies of its Articles
of Incorporation and Bylaws, each as amended to date and currently in effect.
3B. Capitalization. Immediately after the Initial Closing, the
authorized capital stock of the Company shall consist of (i) 50,000,000 shares
of Class A Common Stock, of which 1,344,782 shares shall be issued and
outstanding, (ii) 700,000 shares of Class B Common Stock, none of which shall be
issued and outstanding, and (iii) 10,800,795 shares of Preferred Stock, of which
4,000,000 shares are designated as Series A Preferred Stock, all of which shares
of Series A Preferred Stock shall be issued and outstanding, 5,000,000 shares
are designated Series B Preferred Stock, all of which shares of Series B
Preferred Stock shall be issued or outstanding, 1,409,375 shares are designated
Series C Preferred Stock, all of which shares of Series C Preferred Stock shall
be issued and outstanding, 251,420 shares are designated Series CI Preferred
Stock, all of which shares of Series C-I Preferred Stock shall be issued and
outstanding, 70,000 shares are designated Series D- I Preferred Stock, 50,000 of
which shares of Series D-1 Preferred Stock shall be issued and outstanding, and
70,000 shares are designated Series D-2 Preferred Stock, none of which shares of
Series D-2 Preferred Stock shall be issued and outstanding. All of the issued
and outstanding shares of Class A Common Stock, Series A Preferred Stock, Series
B Preferred Stock, Series C Preferred Stock and Series C-I Preferred Stock have
been duly authorized and validly issued and are fully paid and nonassessable.
Except (a) pursuant to the Company's 1999 Stock Option Plan, dated November 3,
1999 (the "1999 Stock Option Plan"), which provides for the issuance of up to
150,000 shares of Class A Common Stock, or the Company's 2001 Stock Option Plan,
dated April 27, 2001 (the "2001 Stock Option Plan"), which provides for the
issuance of up to 250,000 shares of Class A Common Stock, (b) upon exercise of
the Mezzanine Warrants, (c) upon exercise of the Heller Warrant, (d) upon
exercise of the Preferred Warrants, (e) as provided in this Agreement or any
Ancillary Agreement, or (f) as set forth in Section 3B of the Exceptions
Schedule: (1) no warrant, option or convertible security or any purchase,
subscription, conversion, exchange or other right (contingent or otherwise) to
purchase or acquire any shares of capital stock of the Company is authorized or
outstanding; (2) no stock appreciation, phantom stock, profit participation or
similar right is authorized or outstanding; (3) the Company has no obligation
(contingent or otherwise) to issue any warrant, option or convertible security
or any purchase, subscription, conversion, exchange or other right (contingent
or otherwise) or any commitment or agreement to issue or distribute to holders
of any shares of its capital stock any evidences of indebtedness or assets of
the Company; and (4) the Company has no obligation (contingent or otherwise) to
purchase, redeem or otherwise acquire any shares of its capital stock or any
interest
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therein or to pay any dividend or make any other distribution in respect
thereof. All of the issued and outstanding shares of capital stock of the
Company have been offered, issued and sold by the Company in compliance with all
Applicable Laws.

3C. Subsidiaries, Etc. The Company has no Subsidiaries and does not
own or control, directly or indirectly, any shares of capital stock of any other
corporation or any interest in any partnership, joint venture or other
non-corporate business enterprise.
3D. Shareholder List and Agreements. Section 3D of the Exceptions
Schedule sets forth a correct and complete list of the holders of Equity
Securities of the Company, showing (both on a fully diluted basis (including
after giving effect to the conversion, exchange or exercise of any outstanding
Equity Securities of the Company but excluding the issuance of any Equity
Securities of the Company reserved for issuance under the 1999 Stock Plan and
the 2001 Stock Plan and the Option Shares) and non-fully diluted basis, in each
case after giving effect to the issuance, sale and delivery of the Initial
Shares in accordance with this Agreement) (i) the number and percentage of
shares of Class A Common Stock, Class B Common Stock, Series A Preferred Stock,
Series B Preferred Stock, Series C Preferred Stock, Series C-1 Preferred Stock,
the Mezzanine Warrants, the Heller Warrant, the Preferred Warrants or other
securities of the Company (including, without limitation, options granted under
the 1999 Stock Plan and the 2001 Stock Plan) held by each shareholder as of the
date of this Agreement, (ii) the consideration paid to the Company, if any,
therefor and, (iii) with respect to any holder of preferred stock, warrants,
options or other similar convertible security or conversion or exchange right,
(a) the number of such securities or rights granted, (b) the number and type of
security of the Company into which such securities or rights are exercisable,
convertible or exchangeable for, (c) the conversion or exercise price, if any,
of such securities and (d) the number of such securities or rights that have not
been exercised, converted or exchanged. Except (i) pursuant to the 1999 Stock
Plan and 2001 Stock Plan, (ii) as provided in this Agreement or any Ancillary
Agreement, or (iii) as set forth in Section 3D of the Exceptions Schedule, there
are no agreements, written or oral, between the Company and any holder of its
capital stock, or, to the best of the Company's knowledge, among any holders of
its capital stock, relating to the acquisition (including, without limitation,
rights of first refusal or preemptive rights), disposition, registration under
the Securities Act, or voting of the capital stock of the Company.
3E. Issuance of Shares. The issuance, sale and delivery of the Series
D-1 Preferred Stock in accordance with this Agreement, and the issuance and
delivery of the shares of Series D-2 Preferred Stock and Class A Common Stock
issuable upon conversion of the shares of Series D-l Preferred Stock, have been,
or will be on or prior to each Closing, duly authorized by all necessary
corporate action on the part of the Company, and all such shares have been duly
reserved for issuance. The shares of Series D-l Preferred Stock, when so issued,
sold and delivered against payment therefor in accordance with the provisions of
this Agreement, and the shares of Series D-2 Preferred Stock and Class A Common
Stock issuable upon conversion of the shares of Series D-1 Preferred Stock, when
issued upon such conversion in accordance with the Articles of Incorporation,
will be duly and validly issued, fully paid and non-assessable, free and clear
of all Liens, and not subject to any preemptive rights of any third party. Based
in part on the representations made by each of the Purchasers in Part 4 of this
Agreement, the offer and sale of the Shares to each of the Purchasers will be in
compliance with all Applicable Laws. Immediately after the Initial Closing, the
Purchasers shall own in the aggregate 18.25% of the
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Common Stock, calculated on a fully diluted basis (including after giving effect
to the conversion, exchange or exercise of any outstanding Equity Securities of
the Company but excluding the issuance of any Equity Securities of the Company
reserved for issuance under the 1999 Stock Plan and the 2001 Stock Plan and the
Option Shares) after giving effect to the issuance, sale and delivery of the
Initial Shares in accordance with this Agreement.
3F. Authority for Agreement. The execution, delivery and performance
by the Company of this Agreement and all Ancillary Agreements, and the
consummation by the Company of the transactions contemplated hereby and thereby,
have been duly authorized by all necessary corporate action. This Agreement and
the Ancillary Agreements have been duly executed and delivered by the Company
and constitute the valid and legally binding obligation of the Company
enforceable against it in accordance with their respective terms. The execution,
delivery and performance of the transactions contemplated by this Agreement and
the Ancillary Agreements and compliance with their provisions by the Company
will not violate any provision of Applicable Law or the Articles of
incorporation or Bylaws (each as amended to date) and will not conflict with or
result in any breach of any of the terms, conditions or provisions of, or
constitute a default (with or without notice or lapse of time or both) under
which there would arise a right of termination, cancellation or acceleration of
any obligation or the loss of any right, or require a consent or waiver under,
the Articles of Incorporation or Bylaws (each as amended to date) or any
indenture, lease, contract, agreement or other loan document provision or
instrument to which the Company is a party or by which it or any of its assets
or properties is bound, or any Judgment applicable to the Company or its assets
or properties.

3G. Governmental Consents. No consent, approval, order or
authorization of, or registration, qualification, designation, declaration or
filing with, any Governmental Authority is required on the part of the Company
in connection with the execution and delivery of this Agreement and the
Ancillary Agreements, the offer, issuance, sale and delivery of the Shares, or
the other transactions contemplated by this Agreement, except for filings, if
any, required under the HSR Act and such filings as shall have been made prior
to and shall be effective on and as of each Closing.
3H. Litigation. Except as set forth in Section 3H of the Exceptions
Schedule, (i) there are no Actions or Proceedings pending, or, to the best of
the Company's knowledge, any basis therefor or threat thereof (excluding, in the
case of any threatened Actions or Proceedings only, any claims or complaints by
customers of the Company which individually, and in the aggregate, are not
material), against the Company and (ii) the Company is not subject to any
outstanding Judgments. None of the Actions or Proceedings set forth in Section
3H of the Exceptions Schedule nor any claims or complaints from customers of the
Company excluded from Section 3H of the Exceptions Schedule pursuant to the
foregoing sentence, if adversely decided, would, individually or in the
aggregate, have, and none of the Judgments set forth in Section 3H of the
Exceptions Schedule is, individually or in the aggregate, having or is likely to
have, a Material Adverse Effect. There are no Actions or Proceedings pending,
or, to the best of the Company's knowledge, any basis therefor or threat
thereof, against the Company, nor is the Company subject to any Judgment, which
(a) questions or challenges the validity of this Agreement or any Ancillary
Agreement or the right of the Company to negotiate, enter into or perform any
action to be taken under this Agreement or any Ancillary Agreement or (b) is
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having or likely to have the effect of preventing the consummation of the
transactions contemplated by this Agreement or any Ancillary Agreement.
3I. Financial Statements. The Company has furnished to each of the
Purchasers a complete and correct copy of the following financial statements
(collectively, the "Financial Statements"): (i) the Company's audited balance
sheet, statement of income, changes in shareholders' equity, and cash flows for
the fiscal years ended June 30, 1998, June 30, 1999 and June 30, 2000, and (ii)
the Company's unaudited balance sheet (the "Balance Sheet") as of January 31,
2001 (the "Balance Sheet Date") and the related statement of operations and cash
flow for the seven-month period ended as of the Balance Sheet Date (the "Most
Recent Financial Statements"). The Financial Statements are complete and
correct, are in accordance with the books and records of the Company and present
fairly the financial condition and results of operations of the Company, as at
the dates and for the periods indicated, and have been prepared in accordance
with generally accepted accounting principles consistently applied, except that
the Most Recent Financial Statements lack footnotes and other presentation items
and are subject to normal year-end audit adjustments, which will not be
material, individually or in the aggregate.
3J. Absence of Liabilities. The Company does not have any Liabilities
and there is no basis for the Company to be subject to any Liability, except for
(i) Liabilities set forth on the face of the Balance Sheet (rather than in any
notes thereto); (ii) Liabilities which have arisen after the Balance Sheet Date
in the ordinary course of business consistent with past practice, none of which
is a Liability resulting from, arising out of, relating to, in the nature of or
caused by any breach of contract, breach of warranty, tort, infringement, or
Action or Proceeding; (iii) Liabilities which, in the aggregate, do not exceed
$150,000; or (iv) Liabilities set forth in Section 3H of the Exceptions
Schedule.
3L. Taxes.
(i) The amount shown on the Balance Sheet as provision for taxes
is sufficient in all material respects for payment of all accrued and unpaid
federal, state, county, local and foreign taxes for the period then ended and
all prior periods, and will be adjusted for the passage of time between the
period then ended and each Closing Date in accordance the past custom and
practice of the Company. The Company is not currently the beneficiary of any
extension of time within which to file any tax return. The Company has filed all
federal, state, county, local and foreign tax returns which are required to be
filed by it on or prior to the date of each Closing (other than local, county or
state returns which the failure to file would not, individually, or in the
aggregate, impose a material Liability on the Company), and each such return is
true and correct in all material respects, and all taxes, whether or not shown
thereon, have been timely paid. Except as set forth in Section 3K of the
Exceptions Schedule, no claim has been made in a jurisdiction where the Company
does not file tax returns that the Company is liable for taxes in that
jurisdiction. Except as set forth in Section 3K of the Exceptions Schedule, none
of the tax returns of the Company have been audited by the Internal Revenue
Service or other taxing authority, and no controversy with respect to taxes of
any type is ongoing, pending or, to the best of the knowledge of the officers,
directors and employees responsible for the tax matters of the Company, is there
any basis therefor or threat thereof. Neither the Company nor any of its

shareholders has ever filed (a) an election pursuant to Section 1362 of the
Code, that
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the Company be taxed as an S Corporation or (b) a consent pursuant to Section
341 (f) of the Code relating to collapsible corporations.
(ii) The Company has not waived any statute of limitations in
respect of any taxes and has not agreed to any extension of time with respect to
a tax assessment or deficiency.
(iii) The Company has not made any payments, is obligated to make
any payments, or is a party to any agreement that under certain circumstances
could obligate it to make any payments that will not be deductible under Code
(S)2800. The Company is not a party to any tax allocation or sharing agreement.
The Company has not been a member of an affiliated group filing a consolidated
federal income tax return. The Company does not have any Liability for the taxes
of any other Person under Treas. Reg. (S) 1.1502-6, as a transferee, by
contract, or otherwise.
(iv) The Company has not been a United States real property
holding corporation within the meaning of Code (S)897(c)(2) during the
applicable period specified in Code (S)897(c)(1)(A)(ii). The Company will not be
required to include any item of income in, or exclude any item of deduction
from, taxable income for any taxable period (or portion thereof) ending after
the Initial Closing Date as a result of any change in method of accounting for a
taxable period ending on or prior to the Initial Closing Date under Code
(S)481(c) (or any corresponding or similar provision of Applicable Law).
3M. Property and Assets. The Company has a good, marketable and
indefeasible title to or a valid leasehold interest in, all of its properties
and assets, which comprise all of the properties and assets reflected in the
Balance Sheet (except those disposed of since the Balance Sheet Date in the
ordinary course of business) and all of the other properties and assets
necessary or useful for the conduct of the Company's business as presently
conducted and as proposed to be conducted and none of such properties or assets
is subject to any Lien of any nature whatsoever other than those the material
terms of which are described in the Balance Sheet or in Section 3L of the
Exceptions Schedule. All such properties and assets have been maintained in the
ordinary course of business in accordance with past practice and such properties
and assets are in good operating condition and repair (subject to normal wear
and tear), considering their age and operational use.
3N. Intellectual Property. The Company is the sole owner of or
possesses sufficient legal rights to Intellectual Property Rights presently used
by the Company or necessary for the conduct of the Company's business as
currently conducted and as currently proposed to be conducted. The Company has
taken all actions reasonable in light of its financial position to protect the
Intellectual Property Rights and, to~ the best knowledge of the Company, no
Person is infringing or violating any of such rights. The business currently
conducted or currently proposed to be conducted by the Company does not and will
not cause the Company to infringe or violate any of the Intellectual Property
Rights of any other Person, and, except as set forth in Section 3M of the
Exceptions Schedule, does not and will not require the Company to obtain any
license or other agreement to use any Intellectual Property Rights of any other
Person. Except for standard end-user license agreements, or as set forth in
Section 3M of the Exceptions Schedule, there are no outstanding options,
licenses or agreements of any kind relating to the Intellectual
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Property Rights, nor is the Company bound by or a party to any options, licenses
or agreements of any kind with respect to the Intellectual Property Rights of
any other Person. The Company has not received any communications alleging that
the Company has violated or, by conducting its business as proposed to be
conducted, would violate any of the Intellectual Property Rights of any other
Person. Section 3M of the Exceptions Schedule contains a complete list of
patents, pending patent applications, trademarks, pending trademark applications
and service marks of the Company. To the best knowledge of the Company, no
employee of the Company is obligated under any agreement or contract (including
any license, covenant or commitment of any nature), or subject to any Judgment,
that would conflict or interfere with (i) the performance of the any employee's
duties as an officer, employee or director of the Company; (ii) the use of any
employee's best efforts to promote the interests of the Company; or (iii) the
Company's business currently conducted or currently proposed to be conducted.
The Company does not believe that it is or will be necessary to use any
inventions or works of authorship of its employees (or persons it currently
intends to hire) made prior to their employment by the Company.
3O. Insurance. The Company maintains valid policies of insurance with
respect to its properties, assets and business of the kinds and in the amounts
not less than is customarily obtained by corporations engaged in the same or

similar business and similarly situated, including, without limitation, workers
compensation insurance or occupational accident insurance and insurance against
casualty loss, public liability, libel, slander, defamation, advertising injury
and other risks. Section 3N of the Exceptions Schedule sets forth a schedule and
brief description of the policies of insurance currently maintained by the
Company. With respect to each such insurance policy: (i) the policy is in full
force and effect and (ii) the Company is not in breach or default (including
with respect to the payment of premiums or the giving of notices), and no event
has occurred which, with notice or the lapse of time, would constitute such a
breach or default or permit termination, cancellation, modification or denial of
coverage under the policy; and (iii) no party to the policy has repudiated any
of its provisions.
3P. Material Contracts and Obligations. Section 3O of the Exceptions
Schedule sets forth a list of all material agreements or commitments of any
nature to which the Company is a party or by which it is bound (excluding
agreements to purchase alarm monitoring contracts entered into in the ordinary
course of business and in accordance with past practice pursuant to which the
Company is only granted a right of first refusal to purchase alarm monitoring
contracts and is not obligated to consummate a purchase thereunder), including
without limitation (i) each agreement which requires future expenditures by the
Company in excess of $150,000 or which might result in payments to the Company
in excess of $150,000, (ii) all employment and consulting agreements, collective
bargaining agreements, employee benefit, bonus, pension, profit-sharing, stock
option, stock purchase and similar plans and arrangements, and distributor and
sales representative agreements, (iii) each agreement with any stockholder,
officer or director of the Company, or any "affiliate" or "associate" of such
persons (as such terms are defined in the rules and regulations promulgated
under the Securities Act), including without limitation any agreement or other
arrangement providing for the furnishing of services by, rental of real or
personal property from, or otherwise requiring payments to, any such person or
entity, (iv) each agreement pursuant to which the Company has issued any Equity
Security, including the Series A Purchase Agreement, the Series B Purchase
Agreement, the Series C Purchase Agreement, the Series C Exchange Agreement and
the Note Purchase Agreement, (v) any agreement relating to the Intellectual
Property Rights and (vi) any settlement, conciliation or
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similar agreement. The Company has delivered to the Purchaser correct and
complete copies of each of agreement (including any amendments or supplements
thereto) set forth in Section 3O of the Exceptions Schedule. All such agreements
and contracts are valid, legally binding, enforceable, and in full force and
effect. Neither the Company nor, to the best of the Company's knowledge, any
other party thereto is in breach of or default under any of the aforesaid
agreements and contracts in any material respect and no event has occurred which
with notice or lapse of time would constitute a breach or default, or permit
termination, modification, or acceleration, under any such agreements or
contracts. No party has repudiated any provision of any such agreements or
contracts.
3Q. Compliance. The Company has complied and is in compliance, in all
material respects, with all Applicable Laws and has obtained all material
permits, licenses, variances, exemptive orders and approvals required by
Governmental Authorities for the Company to lawfully monitor security alarms
(the "Security Permits"). The Company has obtained all other material permits,
licenses, variances, exemptive orders and approvals (the "Other Permits") of all
Governmental Authorities necessary for the operation of the business of the
Company as it is currently conducted and as currently proposed to be conducted.
The Company is in material compliance with all such Security Permits and Other
Permits and all such Security Permits and Other Permits are valid and in full
force and effect and will not be terminated or otherwise adversely affected by
the consummation of the transaction contemplated by this Agreement or any of the
Ancillary Agreements. There is no term or provision of any mortgage, indenture,
contract, agreement or instrument to which the Company is a party pr by which it
is bound or of any provision of any existing Judgment or Applicable Law
applicable to or binding upon the Company, which has or could have a Material
Adverse Effect or, so far as the Company may now reasonably foresee, in the
future is reasonably likely to have a Material Adverse Effect. To the best of
the Company's knowledge, no employee of the Company is in violation of any term
of any contract or covenant (either with the Company or with another entity)
relating to employment, patents, proprietary information disclosure,
noncompetition or non-solicitation.
3R. Absence of Changes. Since the Balance Sheet Date, there has been
no Material Adverse Effect. Without limiting the foregoing and except as set
forth in Section 3O of the Exceptions Schedule, since the Balance Sheet Date:
(a) the Company has not sold, leased, transferred, or assigned
any of its assets, tangible or intangible, other than for a fair consideration
in the ordinary course of business;
(b) the Company has not entered into any agreement (other than
agreements to purchase alarm monitoring contracts entered into in the ordinary

course of business and in accordance with past practice pursuant to which the
Company is only granted a right of first refusal to purchase alarm monitoring
contracts and is not obligated to consummate a purchase thereunder), contract,
lease, or license (or series of related agreements, contracts, leases, and
licenses) either involving more than $150,000 or outside the ordinary course of
business;
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(c) no party (including the Company) has accelerated, terminated,
modified, or canceled any agreement, contract, lease, or license (or series of
related agreements, contracts, leases, and licenses) involving more than
$150,000 to which the Company is a party or by which the Company or its assets
are bound;
(d) the Company has not imposed or permitted any other Person to
impose any Lien upon any of its assets, tangible or intangible;
(e) the Company has not made any capital expenditure (or series
of related capital expenditures) either involving more than $150,000 or outside
the ordinary course of business;
(f) the Company has not made any capital investment in, any loan
to, or any acquisition of the securities or assets (other than agreements to
purchase alarm monitoring contracts entered into in the ordinary course of
business and in accordance with past practice pursuant to which the Company is
only granted a right of first refusal to purchase alarm monitoring contracts and
is not obligated to consummate a purchase thereunder) of, any other Person (or
series of related capital investments, loans, and acquisitions) either involving
more than $150,000 or outside the ordinary course of business;
(g) the Company has not issued any note, bond, or other debt
security or created, incurred, assumed, or guaranteed any indebtedness for
borrowed money or capitalized lease obligation either involving more than
$37,500 alone or $150,000 in the aggregate;
(h) the Company has not delayed or postponed the payment of
accounts payable or any other liabilities outside the ordinary course of
business;
(i) the Company has not engaged in any activity which has
resulted in any acceleration or delay of the collection of its accounts or notes
receivable outside the ordinary course of business;
(j) the Company has not canceled, compromised, waived, or
released any right or claim (or series of related rights and claims) either
involving more than $150,000 or outside the ordinary course of business;
(k) the Company has not granted any license or sublicense of any
rights under or with respect to any Intellectual Property Rights except in the
ordinary course of business;
(l) the Company has not declared, set aside, or paid any dividend
or made any distribution with respect to its capital stock (whether in cash or
in kind) or redeemed, purchased, or otherwise acquired any of its capital stock;
(m) the Company has not experienced any damage, destruction, or
loss (whether or not covered by insurance) to its properties or assets;
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(n) the Company has not made any loan to, or entered into any
other transaction with, any of its directors, officers, and employees outside
the ordinary course of business;
(o) the Company has not entered into, modified or terminated any
employment contract or collective bargaining agreement, written or oral;
(p) the Company has not granted any increase in the base
compensation of any of its directors, officers, and employees outside the
ordinary course of business;
(q) the Company has not adopted, amended, modified or terminated
any bonus, profit-sharing, incentive, severance, or other plan, contract, or
commitment for the benefit of any of its directors, officers, and employees (or
taken any such action with respect to any other benefit plan), other than the
2001 Stock Option Plan;
(r) the Company has not made any other change in employment terms
for any of its directors, officers, and employees outside the ordinary course of
business;
(s) the Company has not made or been subject to any change in its

accounting practices, procedures or methods or in its cash management practices;
(t) the Company has not made or pledged to make any charitable or
other capital contribution outside the ordinary course of business;
(u) there has not been any other material occurrence, event,
incident, action, failure to act, or transaction outside the ordinary course of
business involving the Company or its assets or business; and
(v) the Company has not committed to do any of the foregoing.
3S. Employees. All employees of the Company whose employment
responsibility requires access to confidential or proprietary information of the
Company have agreed in writing not to disclose any such confidential or
proprietary information to any third party. None of the employees of the Company
is represented by any labor union, and there is no labor strike or other labor
trouble pending with respect to the Company (including, without limitation, any
organizational drive) or, to the best of the Company's knowledge, is there any
basis therefor or threat thereof.
3T. Employee Benefits.
(i) Section 3S of the Exceptions Schedule sets forth an accurate
and complete list of each "employee benefit plan" (as such term is defined in
Section 3(3) of the Employee Retirement Income Security Act of 1974, as amended
("ERISA")) and each other material employee benefit plan, program or arrangement
at any time maintained, sponsored, or contributed to by the Company (each an
"Employee Benefit Plan").
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(ii) The Company does not maintain, contribute to, or have any
Liability or potential Liability under (or with respect to) any "defined benefit
plan" (as defined in Section 3(35) of ERISA), or any "multiemployer plan" (as
defined in Section 3(37) of ERISA). No asset of the Company is subject to any
Lien under ERISA or the Code. There are no pending or, to the best knowledge of
the Company, threatened Actions or Proceedings with respect to any Employee
Benefit Plan (other than routine claims for benefits) which could result in
material Liability to the Company.
(iii) Each Employee Benefit Plan that is intended to be qualified
under Section 401(a) of the Code has received a determination from the Internal
Revenue Service that such Employee Benefit Plan is so qualified, and nothing
material has occurred since the date of such determination that could adversely
affect the qualified status of such Employee Benefit Plan.
(iv) Each of the Employee Benefit Plans and all related trusts,
insurance contracts and funds have been maintained, funded and administered in
compliance with their terms in all material respects and in compliance with the
applicable provisions of ERISA, the Code, and any other Applicable Law, in all
material respects. With respect to each Employee Benefit Plan, all required
payments, premiums, contributions, distributions, or reimbursements for all
periods ending prior to or as of any Closing Date have been made or properly
accrued in all material respects. Each Employee Benefit Plan which is subject to
the health care continuation requirements of Part 6 of Subtitle B of Title I of
ERJSA or Section 4980B of the Code has been administered in compliance with such
requirements in all material respects.
3U. Books and Records. The minute books of the Company contain
complete and accurate records of all meetings and other corporate actions of its
shareholders and its Board of Directors and committees thereof. The stock ledger
of the Company is complete and reflects all issuances, transfers, repurchases
and cancellations of shares of capital stock of the Company.
3V. Accounts Receivable. All accounts receivable of the Company are
reflected properly on its books and records, are valid receivables subject to no
setoffs or counterclaims, are current and collectible, subject only to the
reserve for bad debts set forth on the face of the Balance Sheet (rather than in
any notes thereto, if any), as adjusted for operations and transactions through
each Closing Date in accordance with the past custom and practice of the
Company.
3W. Monitoring Contract Data. Attached hereto as Exhibit D is a
complete and correct copy of data relating to the additions and churn of the
monitoring contracts owned by the Company for the periods indicated (the
"Monitoring Contract Data"). The Monitoring Contract Data is complete and
correct, was prepared from the books and records of the Company in accordance
with past practice and accurately presents such information as of the dates and
for the periods indicated.
3X. Disclosures. Neither this Agreement, any Ancillary Agreement nor
any exhibit hereto or thereto, nor any report, certificate or instrument
furnished to any of the Purchasers in connection with the transactions
contemplated in this Agreement or the Ancillary
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Agreements, when read together, contains any untrue statement of a material fact
or omits to state a material fact necessary in order to make the statements
contained herein or therein, in light of the circumstances under which they were
made, not misleading. The Company knows of no information or fact that,
individually or in the aggregate, has or would have a Material Adverse Effect
which has not been disclosed to the Purchasers in this Agreement or any
Ancillary Agreement, including in any exhibit hereto or thereto.
4. Representations and Warranties of the Purchasers. Each Purchaser
severally represents and warrants to the Company as follows:
4A. Investment. Such Purchaser is acquiring the Shares for its own
account for investment and not with a view to, or for sale in connection with,
any distribution thereof, nor with any present intention of distributing or
selling the same, and, except as contemplated by this Agreement, the Ancillary
Agreements, and the exhibits hereto and thereto, such Purchaser has no present
or contemplated agreement, undertaking, arrangement, obligation, indebtedness or
commitment providing for the disposition thereof. Such Purchaser acknowledges
the restrictions on transfer of the Shares set forth in Part 8 of this
Agreement. Nothing contained in this Part 4 shall limit or restrict the ability
of a Purchaser from pledging or granting a Lien in respect of any Shares to
secure bona fide obligations or indebtedness of the Purchaser.
4B. Authority. Such Purchaser has full power and authority to enter
into and to perform this Agreement in accordance with its terms. Such Purchaser
represents that it has not been organized, reorganized or recapitalized
specifically for the purpose of investing in the Company.
4C. Governmental Consents. No consent, approval, order or
authorization of, or registration, qualification, designation, declaration or
filing with, any Governmental Authority is required on the part of the Purchaser
in connection with the execution and delivery of this Agreement, the offer,
issuance, sale and delivery of the Shares, or the other transactions to be
consummated at each Closing, as contemplated by this Agreement, except for
filings, if any, required under the HSR Act and such filings as shall have been
made prior to and shall be effective on and as of each Closing.
4D. Accredited Investor. Such Purchaser has carefully reviewed the
representations concerning the Company contained in this Agreement and has made
detailed inquiry concerning the Company, its business and its personnel; the
officers of the Company have made available to such Purchaser any and all
written information which it has requested and have answered to such Purchaser's
satisfaction all inquiries made by such Purchaser. ABRY IV is an "accredited
investor" as such term is defined in Regulation D promulgated under the
Securities Act.
4E. Nature and Relationship of Purchasers. ABRY IP, ABRY IV and each
of their general partners are Affiliates of each other. ABRY IP has investments
in Persons other than the Company. ABRY IP has eight limited partners. Each
limited partner of ABRY IP is an Affiliate of ABRY IP or an employee of an
Affiliate of ABRY IP.
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5. Conditions to the Obligations of the Purchasers.
5A. Conditions to the Obligations of the Purchasers with Respect to
the Initial Closing. The obligation of each of the Purchasers to purchase the
Initial Shares at the Initial Closing is subject to the fulfillment, or the
waiver by such Purchaser, of each of the following conditions on or before the
Initial Closing:
(i) Accuracy of Representations and Warranties. Each
representation and warranty contained in Part 3 of this Agreement that is not
subject to any materiality qualifier shall be true and correct in all material
respects and those that are subject to any materiality qualifier shall be true
and correct on and as of the Initial Closing Date as if such representations and
warranties were made on and as of the Initial Closing Date.
(ii) Performance. The Company shall have performed and complied
with all agreements and conditions contained in this Agreement required to be
performed or complied with by the Company prior to or at the Initial Closing.
(iii) Opinion of Counsel. Each Purchaser shall have received an
opinion from Glast, Phillips & Murray, a Professional Corporation, counsel for
the Company, dated the date of the Initial Closing Date, addressed to the
Purchasers, and satisfactory in form and substance to the Purchasers and their
special counsel, substantially in the form attached as Exhibit E hereto.
(iv) Ancillary Agreements.

(a) The Third Amended and Restated Shareholders Agreement
attached hereto as Exhibit F (the "Shareholders Agreement") shall have been
executed and delivered by the Company, the Purchasers, and the requisite holders
of the capital stock of the Company and shall be in full force and effect. All
such actions shall have been taken by the Company as may be necessary to elect a
Board of Directors of the Company, including the Series D Director (as defined
in the Shareholders Agreement), effective upon the Initial Closing, in
accordance with the Shareholders Agreement;
(b) The Third Amended and Restated Registration Agreement
attached hereto as Exhibit G (the "Registration Agreement") shall have been
executed and delivered by the Company, the Purchasers and each other Person
listed on the signature pages thereto and shall be in full force and effect;
(c) The Sixth Amendment
(the "Amendment Agreement") shall have
Company, the Purchasers and each other
thereto and shall be in full force and

Agreement attached hereto as Exhibit H
been executed and delivered by the
Person listed on the signature pages
effect; and

(d) The Second Amended and Restated Co-Sale Agreement attached
hereto as Exhibit I (the "Co-Sale Agreement") shall have been executed and
delivered by the Company, the Purchasers and each other Person listed on the
signature pages thereto and shall be in full force and effect.
17
(v) Certificates and Documents. The Company shall have delivered
to the Purchasers or special counsel to the Purchasers:
(a) the Articles of Incorporation, as amended and in effect as of
the Initial Closing Date, certified by the Secretary of State of the State of
Texas;
(b) certificates, as of the most recent practicable dates, as to
the existence and corporate good standing of the Company issued by the Secretary
of State of the State of Texas;
(c) Bylaws of the Company, certified by its Secretary as of the
Initial Closing Date;
(d) resolutions of the Board of Directors of the Company,
authorizing and approving all matters in connection with this Agreement, the
Ancillary Agreements and the transactions contemplated herein and therein,
certified by the Secretary of the Company as of the Initial Closing Date;
(e) a certificate executed by the President of the Company, in
the name of and on behalf of the Company, at least two business days prior to
the Initial Closing setting forth with respect to any security that is
convertible into or exercisable for shares of Common Stock, the conversion or
exercise price thereof and the Common Stock into which such Security is
convertible or exercisable; and
(f) such other documents relating to the transactions
contemplated in this Agreement and the Ancillary Agreements as any Purchaser may
reasonably request.
(vi) Articles of Amendment. The Articles of Amendment shall have
been duly authorized and filed with the Secretary of State of the State of
Texas.
(vii) Compliance Certificate. The Company shall have delivered to
the Purchasers a certificate, executed by the President of the Company, in the
name of and on behalf of the Company, dated the date of the Initial Closing
Date, certifying to the fulfillment of the conditions specified in Subparagraphs
(i) and (ii) of Paragraph 5A of this Agreement.
(viii) Actions and Proceedings. No Action or Proceeding shall be
pending or threatened wherein an unfavorable Judgment would prohibit the
consummation of any of the transactions contemplated by this Agreement or any
Ancillary Agreement.
(ix) Expenses. The Company shall have paid to the Purchasers, in
immediately available funds, the expense reimbursement contemplated by Paragraph
I OD of this Agreement.
5B. Conditions to the Obligations of the Purchasers with Respect to
Each Option Closing. The obligation of each of the Purchasers to purchase the
Option Shares at an Option Closing is subject to the fulfillment, or the waiver
by such Purchaser, of each of the following conditions on or before each Option
Closing:
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(i) Accuracy of Certain Representations and Warranties. The
representations and warranties of the Company contained in Paragraphs 3E, 3F and
3G of this Agreement shall be true and correct in all material respects as if
such representations and warranties were made on and as of such Option Closing
Date.
(ii) Performance. The Company shall have performed and complied
with all agreements and conditions contained in this Agreement required to be
performed or complied with by the Company prior to or at such Option Closing.
(iii) Opinion of Counsel. Each Purchaser shall have received an
opinion from Glast, Phillips & Murray, a Professional Corporation, counsel for
the Company, dated the date of such Option Closing Date, addressed to the
Purchasers, and satisfactory in form and substance to the Purchasers and their
special counsel, confirming (with such changes as may be required as a result of
transactions contemplated by this Agreement) the opinion delivered by such
counsel in accordance with Paragraph 5A of this Agreement.
(iv) Certificates and Documents. The Company shall have delivered
to the Purchasers or special counsel to the Purchasers:
(a) the Articles of Incorporation, as amended and in effect as of
such Option Closing, certified by the Secretary of State of the State of Texas;
(b) certificates, as of the most recent practicable dates, as to
the existence and corporate good standing of the Company issued by the Secretary
of State of the State of Texas;
(c) Bylaws of the Company, certified by its Secretary as of such
Option Closing Date;
(d) resolutions of the Board of Directors of the Company,
authorizing and approving all matters in connection with this Agreement, the
Ancillary Agreements and the transactions contemplated herein and therein,
certified by the Secretary of the Company to be in full force and effect as of
such Option Closing Date;
(e) a certificate executed by the President of the Company, in
the name of and on behalf of the Company, at least two business days prior to
such Option Closing setting forth with respect to any security that is
convertible into or exercisable for shares of Common Stock, the conversion or
exercise price thereof and the Common Stock into which such security is
convertible or exercisable; and
(f) such other documents relating to the transactions
contemplated in this Agreement and the Ancillary Agreements as any Purchaser may
reasonably request.
(v) Compliance Certificate. The Company shall have delivered to
the Purchasers a certificate, executed by the President of the Company, in the
name of and on behalf of the Company, dated the date of such Option Closing
Date, certifying to the fulfillment of the conditions specified in Subparagraphs
(i) and (ii) of Paragraph 5B of this Agreement.
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(vi) Actions and Proceedings. No Action or Proceeding shall be
pending or threatened wherein an unfavorable Judgment would prohibit the
consummation of any of the transactions contemplated by this Agreement or any
Ancillary.
(vii) No Material Adverse Effect. During the period from the date
hereof to such Option Closing Date, no event or events shall have occurred or be
continuing (including any Action or Proceeding) which has had or could
reasonably be expected to have a Material Adverse Effect. For purposes of this
Paragraph 5B(vii) only, the occurrence and/or continuation of the following
events shall not be deemed to have a Material Adverse Effect: (a) the effect of
any amendment, repeal or enactment of any Applicable Law or (b) if, despite of
the conduct of its business in the ordinary course of business as conducted in
accordance with past practice, the Company has limited cash available to fund
its operations; provided, however, if the limited availability of cash is the
result of a deterioration in the financial condition or results of operations of
the Company's business, such limited availability shall be deemed a Material
Adverse Effect.
(viii) Expenses. The Company shall have paid to the Purchasers,
in immediately available funds, the expense reimbursement contemplated by
Paragraph I OD of this Agreement.
(ix) HSR Act Waiting Period. Any waiting period imposed by the
HSR Act shall have expired or shall have been terminated.
6. Condition to the Obligations of the Company with Respect to each

Closing. The obligations of the Company to issue and sell the Initial Shares,
Put Option Shares and Call Option Shares to the Purchasers at the Initial
Closing, Put Option Closing and Call Option Closing, respectively, are subject
to fulfillment, or the waiver by the Company, of the following condition on or
before each such Closing:
(i) Each representation and warranty of the Purchasers contained
in Part 4 of this Agreement shall be true and correct on and as of such Closing
Date as if such representations and warranties were made on and as of such
Closing Date.
(ii) The Purchasers shall have tendered at such Closing the
aggregate consideration set forth herein as the purchase price for the Initial
Shares, Put Option Shares and Call Option Shares, as applicable.
(iii) Security Agreements.
(a) The Pledge Agreement attached hereto as Exhibit J (the
"Pledge Agreement") shall have been executed and delivered by the Purchasers and
shall be in full force and effect;
(b) The Affiliate Subordination Agreement attached hereto as
Exhibit K (the "Affiliate Subordination Agreement") shall have been executed and
delivered by the Purchasers and shall be in full force and effect; and
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(c) The Amendment Agreement shall have been executed and
delivered by the Purchasers and shall be in full force and effect.
(d) HSR Act Waiting Period. Any waiting period imposed by the HSR
Act shall have expired or shall have been terminated.
7. Covenants of the Company.
7A. Inspection and Observation. The Company shall permit each Major
Purchaser or any authorized representative thereof, to visit and inspect the
properties of the Company, including its corporate and financial records
(including tax records), and to discuss its business and finances with officers
of the Company, during normal business hours following reasonable notice,
without interference to the conduct of the Company's business and as often as
may be reasonably requested.
7B. Financial Statements and Other Information. The Company shall
deliver to each Major Purchaser:
(i) within 100 days after the end of each fiscal year of the
Company, an audited balance sheet of the Company as at the end of such year and
audited statements of operations and of cash flows of the Company for such year,
certified by Arthur Andersen LLP or another firm of certified public accountants
of established national reputation selected by the Board of Directors (with a
majority of the Purchaser Directors concurring), and prepared in accordance with
generally accepted accounting principles;
(ii) within 30 days after the end of each month, an unaudited
balance sheet of the Company as at the end of such month and unaudited
statements of operations and of cash flows of the Company for such month and for
the current fiscal year to the end of such month, setting forth in comparative
form the Company's operating budget for the corresponding periods for the
current fiscal year, accompanied by an executive summary of the activities of
the Company during such month, signed by the Company's chief executive officer
and chief financial officer;
(iii) as soon as available, but in any event not later than 30
days prior to the beginning of each new fiscal year, an operating budget for
such fiscal year approved by the Board of Directors (with a majority of the
Purchaser Directors concurring);
(iv) with reasonable promptness, such other notices, information
and data with respect to the Company as the Company delivers to the holders of
its Class A Common Stock, Series A Preferred Stock, Series B Preferred Stock,
Series C Preferred Stock or Series C-I Preferred Stock, and such other
information and data as the Purchaser may from time to time reasonably request.
The foregoing financial statements shall be prepared on a consolidated
basis, if the Company then has any Subsidiaries. The financial statements
delivered pursuant to clause (ii) shall be accompanied by a certificate of the
Chief Financial Officer of the Company stating that such statements have been
prepared in accordance with generally accepted accounting principles
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consistently applied and fairly present the financial condition and results of

operations of the Company at the date thereof and for the periods covered
thereby.
7C. Material Changes and Litigation. The Company shall promptly notify
each Purchaser of any material adverse change in the business, operations,
assets, properties, income, prospects or condition (financial or otherwise) of
the Company and of any Action or Proceeding brought or, to the best of the
Company's knowledge, threatened against the Company, or against any officer,
director, key employee or principal shareholder of the Company materially
adversely affecting or which, if adversely determined, could reasonably be
expected to have a Material Adverse Effect.
7D. Proprietary Information Agreements. The Company shall require all
individuals now or hereafter employed by the Company whose employment
responsibility requires their having access to confidential or proprietary
information of the Company to agree in writing not to disclose any such
confidential or proprietary information to any third party.
7E. Termination of Covenants. The covenants of the Company contained
in Paragraphs 7A through 7D shall terminate, and be of no further force or
effect, at the time of and subject to the closing and funding of the Company's
initial public offering but only for so long as the Company is required to file
reports under, and is in compliance with, Section 13 of the Exchange Act.
7F. Reservation
Company shall reserve and
Preferred Stock and Class
the outstanding shares of

of Series D-2 Preferred Stock and Common Stock. The
maintain a sufficient number of shares of Series D-2
A Common Stock for issuance upon conversion of all of
Series D-l Preferred Stock.

8. Transfer of Shares.
8A. Restrictions. The Shares shall be subject to the restrictions on
transfer set forth in the Shareholders Agreement.
8B. Legends. Each certificate representing Shares shall bear a legend
substantially in the following form:
"THE SHARES REPRESENTED BY THIS CERTIFICATE HAVE NOT BEEN REGISTERED UNDER
THE SECURITIES ACT OF 1933, AS AMENDED, OR ANY APPLICABLE STATE SECURITIES
LAWS AND MAY NOT BE SOLD OR TRANSFERRED WITHOUT COMPLIANCE WITH THE
REGISTRATION OR QUALIFICATION PROVISIONS OF APPLICABLE FEDERAL AND STATE
SECURITIES LAWS OR APPLICABLE EXEMPTIONS THEREFROM."
The foregoing legend shall be removed from the certificates representing
any Shares, at the request of the holder thereof, at such time as they become
eligible for resale pursuant to Rule 144(k) under the Securities Act.
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9. Definitions. For the purposes of this Agreement, the following terms
shall have the meanings set forth below:
"Action or Proceeding" means any (i) action, claim, grievance, hearing,
investigation, proceeding or suit of or by any Person or (ii) audit,
investigation, inquiry or proceeding by any Governmental Authority.
"Affiliate" means with respect to any Person, a Person that directly, or
indirectly through one or more intermediaries, controls, is controlled by, or is
under common control with, such Person, and, in the case of an individual,
includes any relative or spouse of such individual, or any relative or such
spouse, who has the same home as such individual. The term "control" means the
possession, directly or indirectly, of the power to direct or cause the
direction of the management and policies of a Person, whether through the
ownership of voting securities, by contract or otherwise.
"Ancillary Agreements" mean any and all agreements other than this
Agreement required to be executed by the parties to this Agreement on or prior
to the Initial Closing pursuant to Paragraph 5A(iv).
"Applicable Law" means any applicable agreement, authorization, award,
code, constitution, decision, decree, determination, directive, injunction,
interpretation, judgment, order, ordinance, permit, plan, regulation,
requirement, rule, ruling, statute, treaty, writ or other restriction of, by or
with any Governmental Authority.
"Articles of Incorporation" means the Articles of Incorporation of the
Company, as amended by the Articles of Amendment and in effect at a Closing.
"ABRY IP" means ABRY Investment Partnership, L.P.
"ABRY IV" means ABRY Partners IV, L.P.
"Austin Ventures" means Austin Ventures III and Austin Ventures V,
collectively.

"Austin Ventures III" means Austin Ventures III-A, L.P. and Austin Ventures
III-B, L.P., collectively.
"Austin Ventures V" means Austin Ventures V, L.P. and Austin Ventures V
Affiliates Fund, L.P., collectively.
"Board of Directors" means the board of directors of the Company.
"Business Day" means any day except a Saturday, Sunday or other day on
which commercial banks in the City of New York are authorized by Applicable Law
to close.
"Bylaws" means the bylaws of the Company, as amended and in effect at the
Closing.
"Class A Common Stock" means the Company's Class A Common Stock, par value
$.01 per share.
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"Class B Common Stock" means the Company's Class B Common Stock, par value
$.01 per share.
"Code" means the Internal Revenue Code of 1986, as amended from time to
time.
"CRL" means Capital Resource Lenders II, L.P.
"Equity Securities" means any capital stock or similar security, including
without limitation, securities containing equity features and securities
containing profit participation features, or any security convertible or
exchangeable, with or without consideration, into or for any stock or similar
security, or any security carrying any warrant or right to subscribe for or
purchase any stock or similar security, or any such warrant or right.
"Exchange Act" means the Securities Exchange Act of 1934, as amended, or
any similar federal law then in force and the rules promulgated thereunder.
"Financial Statements" has the meaning set forth in Paragraph 31.
"Governmental Authority" means any agency, arbitrator, authority,
commission, court, official tribunal or other instrumentality of the United
States of America, any foreign country or any state, county, city or other
political subdivision of the United States of America or any foreign country.
"Heller Warrant" means the Company's Warrant for the purchase (subject to
adjustment as provided therein) of 367,238 shares of Class B Common Stock,
issued to Heller Financial, Inc. ("Heller") pursuant to that certain Warrant
Agreement, by and between the Company and Heller, dated November 10, 1994, as
amended by that certain First Amendment to Warrant Agreement, dated as of June
15, 1998.
"HSR Act" means the Hart-Scott-Rodino Antitrust Improvements Act of 1976,
as amended, and the Pre-merger Notification Rules promulgated thereunder.
"Intellectual Property Rights" means all (i) patents, patent applications,
patent disclosure and inventions (whether patentable or unpatentable and whether
or not reduced to practice); (ii) trademarks, service marks, trade dress, trade
names, corporate names and Internet domain names and uniform resource locators
("URLs") and registration and applications for registration thereof, together
with all of the goodwill associated therewith; (iii) copyrights, copyrightable
works and industrial designs, and registrations and applications for
registration thereof; (iv) computer soft-ware, data bases and documentation; and
(v) trade secrets and other confidential information (including ideas, formulae
and compositions), know-how, processes, techniques, research and development
information, drawings, specifications, designs, plans, proposals, data,
financial, business and marketing plans and customer and supplier lists and
information.
"Judgment" means any decision, decree, directive, injunction, judgment,
order, ruling, settlement or other determination of any arbitrator or
Governmental Authority.
"Liability" means any direct or indirect claim, damage, deficiency,
indebtedness, liability, loss, obligation or responsibility of any nature or
type, whether choate or inchoate, fixed
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or unfixed, liquidated or unliquidated, secured or unsecured, accrued, absolute,
contingent or otherwise.

"Lien" means any lien, security interest, pledge, mortgage, deed of trust,
charge or encumbrance in real, personal or mixed property (tangible or
intangible, and wherever located).
"Major Purchaser" means a Purchaser holding not less than 10% of the
Underlying Common Stock, and for purposes of determining whether the number of
shares of Underlying Common Stock held by a Purchaser qualifies such Purchaser
as a Major Purchaser, such Purchaser will be deemed to hold Underlying Common
Stock held by Affiliates of such Purchaser and, with respect to a Purchaser that
is a corporation, limited liability company or partnership, shares of Underlying
Common Stock distributed to and held by its shareholders, members or partners.
"Material Adverse Effect" means any change or changes, circumstance or
circumstances, development or developments, or effect or effects that
individually, or in the aggregate, are or could reasonably be expected to be
materially adverse to the business, operations, assets, properties, income,
prospects or condition (financial or otherwise) of the Company taken or
considered as a whole.
"Mezzanine Warrants" means the Company's Common Stock Purchase Warrants for
the purchase (subject to adjustment as provided therein) of an aggregate of
569,757 shares of Class A Common Stock, issued to Austin Ventures III and CRL
pursuant to the Note Purchase Agreement.
"Note Purchase Agreement" means the Senior Subordinated Note and Warrant
Purchase Agreement dated as of May 10, 1996, by and among the Company, Austin
Ventures III and CRL, as supplemented and modified by (i) the Senior
Subordinated Note and Warrant Purchase Agreement, dated as of November 22, 1996,
and (ii) the Senior Subordinated Note and Warrant Purchase Agreement, dated as
of May 19, 1997, as amended by that certain Amendment, dated as of March 13,
1998, that certain Second Amendment, dated as of January 13, 1999, that certain
Termination of Put Rights, dated as of June 15, 1998, that certain Third
Amendment, dated as of March 9, 1999, and that certain Fourth Amendment, dated
as of February 4, 2000.
"Person" means an individual, a partnership, a corporation, an association,
a joint stock company, a trust, a joint venture, a limited liability company, an
unincorporated organization or other similar entity or organization or a
Governmental Authority.
"Preferred Stock" means the Company's Preferred Stock, par value 50.01 per
share, more fully described in the Articles of Incorporation.
"Preferred Warrants" means the Company's Common Stock Purchase Warrants for
the purchase (subject to adjustment as provided therein) of an aggregate of
961,700 shares of Class A Common Stock, issued to Austin Ventures V and CRL
pursuant to the Series B Purchase Agreement.
"Purchaser Directors" has the meaning set forth in the Shareholders
Agreement.
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"Securities Act" means the Securities Act of 1933, as amended, or any
similar federal law then in force and the rules promulgated thereunder.
"Series A Preferred Stock" means the Company's Series A Preferred Stock,
par value $0.01 per share, more fully described in the Articles of
Incorporation.
"Series A Purchase Agreement" means the Stock Purchase Agreement, dated as
of October 21, 1994, among the Company and Austin Ventures III, as amended by
that certain Amendment No. I to Stock Purchase Agreement, dated as of November
10, 1994, that certain Amendment No. 2 to Stock Purchase Agreement, dated as of
May 10, 1996, that certain Consent to Various Actions under Various Documents,
dated as of May 13, 1998, and that certain Consent to Various Actions under
Various Documents and Amendment to Stock Purchase Agreement, dated as of January
6, 1999, providing, among other things, for the purchase and sale of Series A
Preferred Stock.
"Series B Preferred Stock" means the Company's Series B Preferred Stock,
par value $0.01 per share, more fully described in the Articles of
Incorporation.
"Series B Purchase Agreement" means the Series B Preferred Stock and
Warrant Purchase Agreement, dated as of May 19, 1997, among the Company, CRL and
Austin Ventures V. as amended by that certain Termination of Put Rights, dated
as of June 15, 1998, providing, among other things, for the purchase and sale of
Series B Preferred Stock and the Preferred Warrants.
"Series C Exchange Agreement" means the Series C Preferred Stock Exchange
Agreement, dated as of April 27, 2001, among the Company, CRL and Windward,
providing, among other things, for the exchange of 1,409,375 shares of Series C
Preferred Stock for 1,409,375 shares of Series C Preferred Stock arid 251,420

shares of Series C-I Preferred Stock.
"Series C Preferred Stock" means the Company's Series C Preferred Stock,
par value $0.01 per share, more fully described in the Articles of
Incorporation.
"Series C-1 Preferred Stock" means the Company's Series C-1 Preferred
Stock, par value $0.01 per share, more fully described in the Articles of
incorporation.
"Series C Purchase Agreement" means the Series C Preferred Stock Purchase
Agreement, dated as of February 22, 1999, among the Company, CRL and Windward,
providing, among other things, for the purchase and sale of Series C Preferred
Stock.
"Series D-2 Preferred Stock" means the Company's Series D-2 Preferred
Stock, par value $0.01 per share, more fully described in the Articles of
Incorporation.
"Subsidiary" means (i) any corporation where more than 50% of the
outstanding voting securities or ordinary voting power to elect a majority of
the board of directors is owned by the Company or any Subsidiary, directly or
indirectly, or (ii) a partnership or limited liability company in which the
Company or any Subsidiary is a general partner or manager or holds interests
entitling it to receive more than 50% of the profits or losses of the
partnership or limited liability company.
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"Underlying Common Stock" means Class A Common Stock issued or issuable
upon the conversion of Series D-1 Preferred Stock issued pursuant to this
Agreement and for purposes of applying this definition only, any Person who
holds any such Series D-1 Preferred Stock shall be deemed to be the holder of
the Underlying Common Stock obtainable upon conversion of such Preferred Stock
regardless of any restriction or limitation on the conversion of such Preferred
Stock, such Underlying Common Stock shall be deemed to be in existence, and such
Person shall be entitled to exercise the rights of a holder of such Underlying
Common Stock hereunder.
"Windward" means Windward Capital L.P. II, LLC and Windward Capital
Partners II, L.P., collectively.
10. Miscellaneous.
10A. Successors and Assigns. The rights and obligations of each
Purchaser under this Agreement may be assigned by such Purchaser to any Person
to whom Shares are transferred by such Purchaser, and such transferee shall be
deemed a "Purchaser" for purposes of this Agreement, provided that the
transferee provides written notice of such assignment to the Company.
Notwithstanding the foregoing, without the prior written consent of the Company,
the Put Rights and Call Right may only be assigned to Affiliates of the
Purchasers.
10B. Confidentiality. Except as required by Applicable Law, each
Purchaser agrees that it will keep confidential arid will not disclose or
divulge any confidential, proprietary or secret information that such Purchaser
may obtain from the Company pursuant to financial statements, reports and other
materials submitted by the Company to such Purchaser pursuant to this Agreement
or otherwise, or pursuant to visitation or inspection rights granted hereunder,
unless such information is known, or until such information becomes known, to
the public; provided, however, that such Purchaser may disclose such information
(i) to its attorneys, accountants, consultants and other professionals to the
extent necessary to obtain their services in connection with its investment in
the Company, (ii) to any prospective purchaser of any Shares from such Purchaser
as long as such prospective purchaser agrees in writing to be bound by the
provisions of this Paragraph 10B or (iii) to any Affiliate of such Purchaser or
to a member, partner or shareholder of such Purchaser.
10C. Survival of Representations and Warranties. All agreements,
representations and warranties contained herein shall survive the execution and
delivery of this Agreement and the closing of the transactions contemplated
herein, regardless of any investigation by the Purchasers or on behalf of the
Purchasers.
10D. Expenses.
(i) Subject to any restrictions in the definitive documentation
relating to the senior secured credit facility (the "Senior Credit Facility") of
the Company in effect on the date hereof, the Company agrees to pay and hold the
Purchasers and holders of the Shares harmless from liability for the payment of:
(a) the fees and expenses of the Purchaser, including the
reasonable fees and expenses of special counsel and accountants to the
Purchasers, arising in connection with the due diligence, negotiation and

execution of this Agreement, the Ancillary Agreements
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and the Articles of Amendment, fees and expenses incurred in connection with
filings under the HSR Act and consummation of the transactions contemplated
herein (including, without limitation, the sale and purchase of the Initial
Shares, the Put Option Shares and the Call Option Shares), including the
reasonable fees and disbursements of Purchasers' certified public accounting
firm described in Section ID and the Deciding Accountant;
(b) the fees and expenses incurred with respect to the
interpretation of, or any amendments or waivers to this Agreement, the Ancillary
Agreements or the Articles of Incorporation (whether or not the same become
effective);
(c) if a Purchaser or other holder of Shares desires to sell or
otherwise transfer any or all of the Shares held by it and counsel for the
Company declines to render a legal opinion to such Purchaser or holder, without
cost or expense to such Purchaser or holder, whether or not registration under
the Securities Act will be required for such sale or transfer, the fees and
expenses of counsel for such Purchaser or holder in obtaining such an opinion;
(d) the fees and expenses incurred in reviewing any registration
statement or prospectus or any amendments or supplements thereto prepared
pursuant to the Registration Agreement;
(e) the fees and expenses incurred in connection with any
requested waiver of the right of any holder of Shares or the consent of any
holder of Shares to contemplated acts of the Company not otherwise permissible
by the terms of this Agreement, the Ancillary Agreements or the Articles of
Incorporation;
(f) stamp and other taxes, excluding income taxes, which may be
payable with respect to the execution and delivery of this Agreement or the
issuance, delivery or acquisition of Shares;
(g) the fees and expenses incurred in respect of the enforcement
of the rights granted under this Agreement, the Ancillary Agreements and the
Articles of Incorporation;
(h) all costs, fees and expenses incurred by the Company
(including the fees and expenses of Vinson & Elkins L.L.P., special counsel to
Austin Ventures) in its performance of and compliance with this Agreement, the
Ancillary Agreements and the Articles of Incorporation, it being understood and
agreed that such costs, fees and expenses shall be borne solely by the Company;
(i) fees and expenses incurred by each such Person in any filing
with any Governmental Authority with respect to its investment in the Company or
in any other .filing with any Governmental Authority with respect to the Company
that mentions such Person; and
(j) all costs and expenses incurred in respect of actions taken
at the request of the Company.
(ii) To the extent the Company is restricted by the provisions in
the definitive documentation relating to the Senior Credit Facility from paying
any amounts of the type described in Subparagraph (i), such amounts shall be
accrued by the Company and shall be
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paid immediately upon the earlier to occur of (a) the repayment in full in cash
of any and all amounts owed by the Company under the Senior Credit Facility and
(b) the first date upon which the payment of such amounts is not restricted by
the Senior Credit Facility.
10E. Notices. All notices, demands or other communications to be given
or delivered under or by reason of the provisions of this Agreement will be in
writing and will be deemed to have been given when delivered personally or by
cable, telex, facsimile transmission, telegram or overnight delivery service, or
72 hours after having been mailed by certified or registered mail, return
receipt requested and postage prepaid, to the recipient. Such notices, demands
and other communications will be sent to each party at the address indicated
below:
If to the Company, at Monitronics International, Inc., 12801 Stemmons
Freeway, Dallas, TX 75234, Attention: James R. Hull, President (facsimile (972)
919-1985), or at such other address or addresses as may have been furnished in
writing by the Company to the Purchaser, with a copy to Glast, Phillips &
Murray, P.C., Suite 2200, L.B. 48, One Galleria Tower, Dallas, TX 75240-8329,
Attention: Mike Parsons, (facsimile (972) 419-8329).

If to a Purchaser, at its address set forth on Exhibit A, or at such other
address or addresses as may have been furnished to the Company in writing by
such Purchaser, with a copy to Kirkland & Ellis, 153 East 53rd Street, New York,
NY 10022, Attention John L. Kuehn, (facsimile (212) 446-4900).
10F. Brokers. The Company and each Purchaser (i) represents and
warrants to the other parties hereto that it has retained no finder or broker in
connection with the transactions contemplated in this Agreement, and (ii) will
indemnify and save the other parties harmless from and against any and all
claims, liabilities or obligations with respect to brokerage or finders, fees or
commissions, or consulting fees in connection with the transactions contemplated
in this Agreement asserted by any Person on the basis of any statement or
representation alleged to have been made by such indemnifying party.
10G. Entire Agreement. This Agreement, the exhibits hereto and the
Ancillary Agreements embody the entire agreement and understanding between the
parties hereto with respect to the subject matter hereof and supersedes all
prior agreements and understandings relating to such subject matter.
10H. Amendments and Waivers. Except as otherwise expressly set forth
in this Agreement, any term of this Agreement may be amended and the observance
of any term of this Agreement may be waived (either generally or in a particular
instance and either retroactively or prospectively), with the written consent of
the Company and the holders of at least 66 2/3% of the Shares. Any amendment or
waiver effected in accordance with this Paragraph 1 OH shall be binding upon
each holder of any Shares, each future holder of all such Shares and the
Company. No waivers of or exceptions to any term, condition or provision of this
Agreement, in any one or more instances, shall be deemed to be, or construed as,
a further or continuing waiver of any such term, condition or provision.
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10I. Counterparts. This Agreement may be executed in one or more
counterparts, each of which shall be deemed to be an original, but all of which
shall be one and the same document.
10J. Descriptive Headings. The descriptive headings of this Agreement
are inserted for convenience only and do not constitute a part of this
Agreement.
10K. Severability. Whenever possible, each provision of this Agreement
will be interpreted in such manner as to be effective and valid under Applicable
Law, but if any provision of this Agreement is held to be prohibited by or
invalid under Applicable Law, such provision will be ineffective only to the
extent of such prohibition or invalidity, without invalidating the remainder of
this Agreement.
10L. Governing Law. The construction, validity and interpretation of
this Agreement will be governed by the internal laws of the State of Texas
without giving effect to any choice of law or conflict of law provision or rule
(whether of the State of Texas or any other jurisdiction) that would cause the
application of the laws of any jurisdiction other than the State of Texas.
10M. Further Assurances. Each party to this Agreement hereby covenants
and agrees, without the necessity of any further consideration, to execute and
deliver any and all such further documents and take any and all such other
actions as may be necessary or appropriate to carry out the intent and purposes
of this Agreement and to consummate the transactions contemplated herein.
10N. Indemnification. The Company, without limitation as to time, will
indemnify each Purchaser and its agents and representatives against, and hold
each Purchaser and its agents and representatives harmless from, all losses,
claims, damages, liabilities, costs (including the costs of preparation and
attorneys' fees and expenses) (collectively, the "Losses") (i) arising out of or
related to any breach or inaccuracy of any representation or warranty of the
Company contained in this Agreement; (ii) any non-fulfillment or breach of any
covenant or agreement of the Company contained in this Agreement; or (iii)
incurred pursuant to any Action or Proceeding against the Company, any Purchaser
or any of their agents and representatives arising out of or in connection with
this Agreement, any Ancillary Agreement (or any other document or instrument
executed pursuant hereto or thereto), which investigation or proceeding requires
the participation of, or is commenced or filed against, one or more of the
Purchasers and any of their agents because of this Agreement, the Ancillary
Agreements and the transactions contemplated herein and therein, other than any
Losses resulting from action on the part of such Purchaser or its agents or
representatives which is finally determined in such proceeding to be primarily
and directly a result of (a) such Purchaser's gross negligence or willful
misconduct, (b) a breach of a fiduciary duty, if any, owed by such Purchaser to
the Company, (c) an act or omission that involves intentional misconduct or a
knowing violation of Applicable Law by such Purchaser, (d) a transaction from
which such Purchaser received an improper personal benefit, (e) losses incurred
by or on behalf of an agent of a Purchaser that are the subject of the
indemnification agreement entered into by the Company and such agent pursuant to
the Shareholders Agreement, as to which Losses such indemnification agreement,

rather than this Paragraph 10N, shall apply, or (f) Losses incurred by a
Purchaser under the HSR Act. The
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Company agrees to reimburse each Purchaser and its agents and representatives
promptly for all such Losses as they are incurred by such Purchaser and its
agents. Each Purchaser agrees to reimburse the Company for any payments made by
the Company to such Purchaser pursuant to Subparagraph (iii) of this Paragraph
10N for Losses which are finally determined in such proceeding to primarily and
directly result from the gross negligence or willful misconduct of such
Purchaser. The obligations of the Company to each Purchaser and its agents and
representatives under this Paragraph 10N will be separate obligations. The
obligations of the Company under this Paragraph 10N will survive any transfer of
securities by any Purchaser and the termination of this Agreement or any
Ancillary Agreement.
10O. Legal Representation. The Company and each Purchaser acknowledges
that Vinson & Elkins L.L.P., special counsel to Austin Ventures, has been
requested by the Company and the Purchasers to assist in the review and
negotiation of this Agreement, the Ancillary Agreements and the Articles of
Amendment, and the consummation of the transactions contemplated herein. The
Company and each Purchaser acknowledges that Vinson & Elkins L.L.P. represents
Austin Ventures and does not represent the Company or any Purchaser in any
respect. Each Purchaser understands and acknowledges that Vinson & Elkins L.L.P.
is not advising such Purchaser with respect to such Purchaser's decision to
enter into this Agreement and to consummate the transactions contemplated by
this Agreement and the Ancillary Agreements, including without limitation the
purchase of the Shares to be purchased by such Purchaser on the terms and
conditions set forth herein. Each Purchaser acknowledges that such Purchaser has
obtained separate legal representation in connection with such matters.
* * * *
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IN WITNESS WHEREOF, this Agreement has been executed by the parties hereto
as of the date first written above.
COMPANY:
MONITRONICS INTERNATIONAL, INC.
By: /s/ James R. Hull
-----------------------------------James R. Hull,
President and CEO
PURCHASERS:
ABRY PARTNERS IV, L.P.
By: ABRY Capital Partners, L.P.,
Its General Partner
By: ABRY Capital Partners, LLC,
Its General Partner
By:
---------------------------Name:
Title:
ABRY INVESTMENT PARTNERSHIP, L.P.
By: ABRY Investment GP, LLC,
Its General Partner
By:
-------------------------------Name:
Title:
IN WITNESS WHEREOF, this Agreement has been executed by the parties hereto

as of the date first written above.
COMPANY:
MONITRONICS INTERNATIONAL, INC.
By:
-----------------------------------James R. Hull,
President and CEO
PURCHASERS:
ABRY PARTNERS IV, L.P.
By: ABRY Capital Partners, L.P.,
Its General Partner
By: ABRY Capital Partners, LLC,
Its General Partner
By: /s/ Jay Grossman
---------------------------Name: Jay Grossman
Title: Vice President
ABRY INVESTMENT PARTNERSHIP, L.P.
By: ABRY Investment GP, LLC,
Its General Partner
By: /s/ Jay Grossman
---------------------------Name: Jay Grossman
Title: Vice President
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FIRST AMENDMENT TO SERIES D-1 PREFERRED STOCK
PURCHASE AGREEMENT
THIS FIRST AMENDMENT TO THE SERIES D-1 PREFERRED STOCK PURCHASE AGREEMENT
(this "Amendment") is made as of this 18th day of January, 2002, by and among
Monitronics International, Inc., a Texas corporation (the "Company"), ABRY
Partners IV, L.P. ("ABRY IV"), ABRY Investment Partnership, L.P. ("ABRY IP" and
collectively with ABRY IV, the "Purchasers") and Capital Resource Lenders II,
L.P. ("CRL").
RECITALS
A. Pursuant to that certain Series D-1 Preferred Stock Purchase Agreement
dated April 27, 2001 by and between the Company and the Purchasers (as amended
hereby and as further amended, modified and restated from time to time,
collectively, the "Purchase Agreement"), the Company issued 50,000 shares of its
Series D-1 Preferred Stock to the Purchasers.
B. The Company has elected to exercise its right to require the Purchasers
to purchase an additional 20,000 shares of Series D-1 Preferred Stock (the "Put
Option Shares") pursuant to Paragraph 1C of the Agreement.
C. The Purchasers, with the consent of the Company, assigned their
obligation to purchase 5,000 of the Put Option Shares (the "CRL Option Shares")
to CRL, and CRL has agreed to purchase the CRL Option Shares.
D. The Company, the Purchasers and CRL desire to enter into this Amendment
to reflect CRL's purchase of the CRL Option Shares and evidencing CRL's
agreement to be bound by the terms of the Agreement upon the purchase of the CRL
Option Shares.
AGREEMENT
NOW, THEREFORE, in consideration of the foregoing, the terms and conditions
set forth in this Amendment, and other good and valuable consideration, the
receipt and sufficiency of which are hereby acknowledged, the parties hereto
hereby agree as follows:
Section 1. Definitions. Unless otherwise defined in this Amendment,
all capitalized terms shall have the meanings assigned to such terms in the
Purchase Agreement.
Section 2. Agreement to be Bound. ABRY hereby confirms the assignment
of all of its right, title and interest in the CRL Option Shares to CRL, and CRL
hereby confirms its agreement to acquire all of the right, title and interest in
the CRL Option Shares. CRL hereby agrees that upon execution of this Amendment,
CRL shall become party to and subject to the Purchase Agreement. From and after
the date hereof, CRL shall be deemed a "Purchaser" under the Purchase Agreement
for all purposes and only with respect to rights or obligations of the
Purchasers on or after the date hereof. The Company confirms that CRL, as a
"Purchaser," shall have the benefit of the Company's representations and
warranties in the Purchase Agreement as of the effective date of the Purchase
Agreement. Accordingly, CRL hereby agrees to be bound
by all of the conditions, covenants, representations, warranties, and other
agreements made by the Purchasers in the Purchase Agreement, except as otherwise
set forth herein, and hereby agrees to promptly execute all further
documentation required by the Company to be executed by CRL, consistent with the
terms of the Purchase Agreement.
Section 3. Confirmation of Representations and Warranties. CRL hereby
confirms that all of the representations and warranties set forth in Section 4
of the Purchase Agreement are true and correct with respect to CRL individually
and not jointly with ABRY IV or ABRY IP; however, CRL makes no representation
and warranties with respect to the last sentence of Section 4D of the Purchase
Agreement or with respect to Section 4E of the Purchase Agreement. CRL is an
"accredited investor" as such term is defined in Regulation D promulgated under
the Securities Act.
Section 4. Enforceability. This Amendment constitutes the legal, valid
and binding obligation of CRL, and is enforceable against CRL in accordance with
its terms.
Section 5. Reference to the Effect on the Purchase Agreement.
(a) Upon the effectiveness of this Amendment, each reference in the
Purchase Agreement to "this Agreement," "hereunder," "hereof," "herein" or words
of similar import shall mean and be a reference to the Purchase Agreement as
amended by this Amendment.
(b) Except as specifically amended above, the Purchase Agreement, and

all other Ancillary Agreements, shall remain in full force and effect, and are
hereby ratified and confirmed.
(c) The execution, delivery and effectiveness of this Amendment shall
not, except as expressly provided in this Amendment, operate as a waiver of any
right, power or remedy of the Company, nor constitute a waiver of any provision
of the Purchase Agreement, or any other documents, instruments and agreements
executed or delivered in connection with the Purchase Agreement.
Section 6. Governing Law. This Amendment shall be governed by and
construed in accordance with the laws of the State of Texas without giving
effect to any choice of law or conflict of law provision or rule (whether of the
State of Texas or any other jurisdiction) that would cause the application of
the laws of any jurisdiction other than the State of Texas.
Section 7. Headings. Section headings in this Amendment are included
for convenience of reference only and shall not constitute a part of this
Amendment for any other purpose.
Section 8. Counterparts. This Amendment may be executed and delivered
(including by facsimile transmission) in separate counterparts, and both
counterparts taken together shall be deemed an original and all of which taken
together shall constitute one and the same instrument.
[Remainder of page intentionally left blank.]
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IN WITNESS WHEREOF, the parties have caused this Amendment to be executed
as of the date first written above.
COMPANY:
MONITRONICS INTERNATIONAL, INC.
By: /s/ James R. Hull
-------------------------------------------------James R. Hull, President
PURCHASERS:
ABRY PARTNERS IV, L.P.
By: ABRY Capital Partners L.P., its general partner
By: ABRY Capital Partners, LLC, its general partner
By: /s/ Jay Grossman
----------------------------------------------Jay Grossman, Vice President
ABRY INVESTMENT PARTNERSHIP, L.P.
By: ABRY Investment GP, LLC, its general partner
By: /s/ Jay Grossman
----------------------------------------------Jay Grossman, Vice President
CAPITAL RESOURCE LENDERS II, L.P.
By: /s/ Stephen M. Jenks
-------------------------------------------------Name:
Stephen M. Jenks
-----------------------------------------------Title: Authorized Agent
S-1
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MONITRONICS INTERNATIONAL, INC.
12801 Stemmons Freeway
Suite 821
Dallas, Texas 75234
January 18, 2002

To the Purchasers listed in
the Schedule A attached hereto:
Re: Subordinated Notes due 2009 and
Common Stock Purchase Warrants
Ladies and Gentlemen:
Monitronics International, Inc., a Texas corporation, hereby agrees with
the Purchasers listed in the attached Schedule A as follows:
ARTICLE I
DEFINITIONS
1.01. Definitions. As used herein, the following terms shall have the
following meanings (such meanings to be equally applicable to both the singular
and plural forms of the terms defined):
"Affiliate" means, as to any specified Person, any other Person
Controlling, Controlled by or under common Control with such specified Person.
As used in this definition, "Control means the possession, directly or
indirectly, of the power to direct or cause the direction of the management and
policies of a Person, whether through the ownership of voting securities, by
contract or otherwise.
"Affiliate Registration Agreement" shall have the meaning assigned to that
term in Section 4.11.
"Agreement" means this Subordinated Note and Warrant Purchase Agreement as
from time to time amended and in effect between the parties.
"Anti-Terrorism Order" means Executive Order No. 13,224 66 Fed Reg. 49,079
(2001) issued by the President of the United States of America (Executive Order
Blocking Property and Prohibiting Transactions with Persons Who Commit, Threaten
to Commit, or Support Terrorism).
"Applicable Laws" shall have the meaning assigned to that term in Section
6.05.
"Approved Alarm Dealers" means Persons engaged in the business of selling,
installing or servicing security alarm products that are (or will be) monitored
in the Company's central station.
"Approved Alarm Purchase Agreements" shall have the meaning assigned to
that term in Section 9 of the Loan Agreement as in effect on the date hereof.
"Articles of Incorporation" means the Articles of Incorporation of the
Company, as amended.
"Austin III-A" means Austin Ventures III-A, L.P., a Delaware limited
partnership.
"Austin III-B" means Austin Ventures III-B, L.P., a Delaware limited
partnership.
"Austin Ventures" shall mean Austin III-A and Austin III-B, collectively.
"Banks" means and shall include Canadian Imperial Bank of Commerce, as

administrative agent and a lender, CIBC Inc., Citizens Bank of Massachusetts, as
documentation and collateral agent and as a lender, Fleet National Bank,
JPMorgan Chase Bank, Union Bank of California, N.A., Wells Fargo Bank Texas,
National Association, LaSalle Bank National Association, Firstar Bank, N.A.,
National City Bank of Pennsylvania, Bank One, NA, Bank of America, N.A., Banc of
America Bridge LLC, Bank of Montreal and Texas Capital Bank, N.A., any other
lenders which from time to time become parties to the Loan Agreement, and their
respective successors and assigns.
"Budget" shall have the meaning assigned to that term in Section 7.03(d).
"Business Day" means any day other than a Saturday, Sunday or a day on
which commercial banks in New York, New York are required or authorized to be
closed.
"Called Principal" means the principal amount of any Note that is prepaid
in accordance with Section 2.06(a) or 2.06(c) hereof or has become or is
declared to be immediately due and payable pursuant to Section 8.01 hereof.
"Capital Expenditure" means any payment made directly or indirectly for the
purpose of acquiring or constructing fixed assets, real property or equipment
which in accordance with GAAP would be added as a debit to the fixed asset
account of the Person making such expenditure, including without limitation,
amounts paid or payable under any conditional sale or other title retention
agreement or under any lease or other periodic payment arrangement which is of
such a nature that payment obligations of the lessee or obligor thereunder would
be required by GAAP to be capitalized and shown as liabilities on the balance
sheet of such lessee or obligor.
"Capital Lease" means any lease of property (real, personal or mixed)
which, in accordance with GAAP, should be capitalized on the lessee's balance
sheet or for which the amount of the asset and liability thereunder as if so
capitalized should be disclosed in a note to such balance sheet.
2
"Change in Control" means any transaction or any event as a result of which
(i) any one or more Persons (other than a Purchaser or a stockholder or a holder
of warrants or options to acquire capital stock of the Company on the Closing
Date) acquires or for the first time controls or is able to vote (directly or
through nominees or beneficial ownership) after the Closing Date (other than as
the direct result of a transfer by descent or distribution of a decedent's
estate) fifty percent (50%) or more of the issued and outstanding stock of the
Company having power ordinarily to vote for directors of the Company (on a fully
diluted, as converted basis); or (ii) James R. Hull is no longer the chief
executive officer of the Company and the Company has not obtained a replacement
chief executive officer, satisfactory to the Requisite Noteholders in their
reasonable judgment, within 120 days of Mr. Hull's ceasing to so serve.
"Class A Common Stock" means the Company's Class A Common Stock, $0.01 par
value per share, as authorized on the date of this Agreement.
"Class B Common Stock" means the Company's Class B Common Stock. $0.01 par
value per share, as authorized on the date of this Agreement.
"Closing" shall have the meaning assigned to that term in Section 2.02.
"Closing Date" shall have the meaning assigned to that term in Section
2.02.
"Code" shall have the meaning assigned to that term in Section 2.03.
"Commission" means the United States Securities and Exchange Commission (or
any other federal agency at that time administering the Securities Act).
"Common Stock" includes (a) the Class A Common Stock, (b) the Class B
Common Stock, (c) any other capital stock of any class or classes (however
designated, other than the Preferred Stock) of the Company, authorized on or
after the date hereof, the holders of which shall have the right, without
limitation as to amount per share, either to all or to a share of the balance of
current dividends and liquidating distributions after the payment of dividends
and distributions on any shares entitled to preference in the payment thereof,
and the holders of which shall ordinarily, in the absence of contingencies, be
entitled to vote for the election of a majority of directors of the Company
(even though the right so to vote may have been suspended by the happening of
such a contingency), and (d) any other securities into which or for which any of
the securities described in (a), (b) or (c) above may be converted or exchanged
pursuant to a plan of recapitalization, reorganization, merger, sale of assets
or otherwise.
"Company" means and shall include Monitronics International, Inc., a Texas
corporation, and its successors and assigns.
"Control Event" means:

(a) the execution by the Company or any of its Subsidiaries or
Affiliates of any agreement with respect to any proposed transaction or event or
series of transactions or events which, individually or in the aggregate, may
reasonably be expected to result in a Change in Control,
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(b) the execution of any written agreement which, when fully performed
by the parties thereto, would result in a Change in Control, or
(c) the making of any written offer by any person (as such term is
used in Section 13(d) and Section l4(d)(2) of the Exchange Act as in effect on
the date of the Closing) or related persons constituting a group (as such term
is used in Rule I 3d-5 under the Exchange Act as in effect on the date of the
Closing) to the holders of the stock of the Company, which offer, if accepted by
the requisite number of holders, would result in a Change in Control.
"Co-Sale Agreement" shall have the meaning assigned to that term in Section
4.09.
"CRL" means Capital Resource Lenders II, L.P., a Delaware limited
partnership, and its successors and assigns.
"Distribution" shall have the meaning assigned to that term in Section
7.02(g).
"ERISA" shall have the meaning assigned to that term in Section 6.10.
"Events of Default" shall have the meaning assigned to that term in Section
8.01.
"Exchange Act" means the Securities Exchange Act of 1934, as amended, or
any similar successor federal statute, and the rules and regulations of the
Commission thereunder, all as the same shall be in effect at the time.
"Financial Statements" shall have the meaning assigned to that term in
Section 6.08.
"Fixed Charges" means, for any period, the aggregate of Senior Debt Service
plus required payments in respect of Holdback Debt plus state and federal income
taxes applicable to the taxable income for the period being tested, plus Capital
Expenditures plus Restricted Payments during the period.
"GAAP" means generally accepted accounting principles recognized as such by
the American Institute of Certified Public Accountants. Unless otherwise
specifically stated herein, use of the term "GAAP" means that such principles
are applied and maintained on a consistent basis for the Company and its
Subsidiaries throughout the period indicated and consistent with the prior
financial practices of the Company and its Subsidiaries as reflected on the
Financial Statements so as to properly reflect the financial condition, and the
results of operations and cash flow of the Company and its Subsidiaries.
"Hazardous Discharge" shall have the meaning assigned to that term in
Section 6.27.
"Hazardous Substances" shall have the meaning assigned to that term in
Section 6.27.
"High Yield Debt" means unsecured debt securities having a long term debt
rating of BB+ or less by Standard & Poor's Ratings Group, a division of the
McGraw Hill Companies, Inc., and Ba1 or less by Moody's Investors Services, Inc.
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"Holdback Debt" means, as of the date of determination, the total amount
due to Approved Alarm Dealers as deferred payments under Approved Alarm Purchase
Agreements less any reductions permitted under the terms of the Approved Alarm
Purchase Agreements.
"Hull Family Limited Partnership" means the Hull Family Limited
Partnership, a Texas limited partnership.
"Indebtedness" means all obligations, contingent and otherwise, which
should, in accordance with GAAP, be classified upon the obligor's balance sheet
as liabilities, but in any event including, without limitation, liabilities
secured by any mortgage on property owned or acquired subject to such mortgage,
whether or not the liability secured thereby shall have been assumed, and also
including, without limitation, (i) all guaranties, endorsements and other
contingent obligations in respect of Indebtedness of others, whether or not the
same are or should be so reflected in said balance sheet, except guaranties by
endorsement of negotiable instruments for deposit or collection or similar
transactions in the ordinary course of business, and (ii) the present value of

any lease payments due under Capital Leases.
"Interest Hedge Agreement" means any interest rate swap agreements,
interest cap agreements, interest rate collar agreements or any similar
agreements or arrangements designed to hedge the risk of interest rate
volatility, exchange or similar agreements, as such agreements or arrangements
may be modified, supplemented and in effect from time to time.
"Junior Subordinated Debt" means all Indebtedness for borrowed money
(including purchase money obligations) of the Company and its Subsidiaries,
whether outstanding on the date hereof or hereafter created or incurred, which
is by its terms subordinate and junior to the Notes on terms acceptable to the
holders of the Notes and which is permitted by this Agreement at the time it is
created or incurred.
"Loan Agreement" means that certain Fourth Amended and Restated Revolving
Credit and Term Loan Agreement made as of February 4,2000 among the Company,
Canadian Imperial Bank of Commerce, as administrative agent, and the Banks and
other agents named therein, as amended by the First Amendment Agreement dated as
of March 1, 2001, the Second Amendment Agreement dated April 27, 2001, the Third
Amendment Agreement dated as of even date herewith, and as from time to time
further amended and in effect.
"Make-Whole Amount" means as to the Called Principal of any Note that is
prepaid in accordance with Section 2.06(a) or 2.06(c) hereof or has become or is
declared to be immediately due and payable pursuant to Section 8.01 hereof, the
amount computed by multiplying the percentage set forth below opposite the
Settlement Date by such Called Principal:
Settlement Date
--------------From the Closing Date to and including
January 18, 2004
From January 18, 2004 to and including
January 18, 2005

Make-Whole Amount
----------------5%
4%
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From January 18, 2005 to and including
January 18, 2006
From January 18, 2006 to and including
January 18, 2007
From January 18, 2007 to and including
January 18, 2008
Thereafter

3%
2%
1%
0%

Notwithstanding the foregoing, if prior to January 18, 2004 the Company chooses
to redeem the entire outstanding principal amount of the Notes pursuant to
Section 2.06(c) concurrently with consummation of a Qualifying Sale Transaction
or a Qualifying Debt Issuance, the percentage used in computing the Make-Whole
Amount payable in connection with such redemption shall be 2%.
"Material Adverse Effect" shall have the meaning assigned to that term in
Section 6.01.
"Mezzanine Securities" shall have the meaning assigned to that term in
Section 3.09.
"Net Income" means the net income (or loss) of the Company and its
Subsidiaries for the period in question determined in accordance with GAAP.
"Net Operating Income" for any period means Net Income for such period,
plus an amount equal to the aggregate of all taxes, depreciation, amortization
and interest expense for such period (in each case to the extent deducted in
determining Net Income for such period), plus, solely for the fiscal year ended
June 30, 2002, up to five hundred fifty thousand dollars ($550,000) in one time
expenses attributable to the Company's proposed Rule 144A offering if such
offering is terminated prior to June 30, 2002 minus Out of Holdback Revenue and
extraordinary income.
"Notes" shall have the meaning assigned to that term in Section 2.01.
"Operative Documents" means each of the Notes, the Warrants, the
Subordination Agreement, the Shareholders Agreement, the Co-Sale Agreement, the
Pledge Agreements, the Preferred Stock Subordination Agreement, the Registration
Agreement, the Affiliate Registration Agreement and the letter, dated January
18, 2002, from the Purchaser to the Company regarding anti-dilution provisions
in the Warrant.
"Out of Holdback Revenue" means, as of any date of determination, any
revenue associated with credits to Holdback Debt.
"Permitted Liens" shall have the meaning assigned to that term in Section
7.02(a).

"Person" means and includes an individual, a corporation, a partnership, a
joint venture, a trust, an unincorporated organization, a limited liability
company or partnership, or a government or any agency or political subdivision
thereof.
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"Pledge Agreements" means each of the (a) Third Amended and Restated Pledge
Agreement, dated as of January 13, 1999, as amended to date, by and between
Austin Ventures, Austin Ventures V, L.P., Austin Ventures V Affiliates Fund,
L.P., CRL, Hull Family Limited Partnership, Robert Sherman, individually,
Michael Gregory, individually, Michael Meyers individually, and Stephen Hedrick,
individually and Canadian Imperial Bank of Commerce, as administrative agent
(the "AA"), and Citizens Bank of Massachusetts, as documentation and collateral
agent (collectively with the AA, the "Agents"), (b) Pledge Agreement dated as of
April 27, 2001, as amended to date, by and between ABRY Partners IV, L.P., ABRY
Investment Partnership, L.P., CRL and the Agents and (c) Pledge Agreement, dated
as of January 18, 2002, by and between the Purchasers and the Agents.
"Preferred Stock" means the Preferred Stock, $0.01 par value per share, of
the Company as authorized by the Company's Articles of Incorporation as filed
and in effect on April 27, 2001, and as the same may be amended from time to
time.
"Preferred Stock Subordination Agreement" shall have the meaning assigned
to that term in Section 4.02(h).
"Purchaser Majority" means (i) for as long as any of the Notes remain
outstanding, the Requisite Noteholders, or (ii) if no Notes are then
outstanding, the holders of at least sixty-six and two-thirds percent (662/3%)
of the Warrants and Warrant Shares.
"Purchasers" means and shall include each institutional investor listed in
Schedule A (so long as such institutional investor holds any of the Notes or
Warrants), and any other holder or holders from time to time of any of the Notes
or Warrants.
"Qualified IPO" means a firm commitment underwritten public offering of
shares of the Company's Common Stock in which (i) the aggregate proceeds to the
Company and/or any shareholders participating in the offering, if any, are at
least $20 million and (ii) the aggregate market valuation of the Company's
Common Stock is then not less than $60 million.
"Qualifying Debt Issuance" means a firm commitment underwritten public
offering of High Yield Debt of the Company or an issuance of High Yield Debt of
the Company in accordance with Rule 144A under the Securities Act, in either
case, the proceeds from which are used (in whole or in part) to prepay the Notes
in whole together with interest and the Make-Whole Amount due thereon pursuant
to Section 2.06(c) hereof.
"Qualifying Sale Transaction" means the sale of all or substantially all of
(i) the assets of the Company and its Subsidiaries to a Person other than an
Affiliate of the Company or (ii) the outstanding capital stock of the Company in
a single transaction or series of related transactions to one or more Persons
other than Affiliates of the Company.
"Requisite Noteholders" means, at any time, the holders of at least
sixty-six and two-thirds percent (662/3%) of the principal amount of all Notes
then outstanding.
"Registration Agreement" shall have the meaning assigned to that term in
Section 4.10.
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"Responsible Officer" means the chief executive officer, chief operating
officer, chief financial officer or chief accounting officer of the Company or
any other officer of the Company involved principally in its financial
administration or its controllership function.
"Restricted Payment" means (i) any cash dividend or other cash
distribution, direct or indirect, on or on account of any shares of any class of
stock of the Company (including but not limited to the Preferred Stock) now or
hereafter outstanding; (ii) any redemption, purchase or other acquisition,
direct or indirect, of any shares of any class of stock of the Company now or
hereafter outstanding or of any warrants, options or rights to purchase any such
stock (including, without limitation, the repurchase of any such stock, warrant,
option or right or any refund of the purchase price thereof in connection with
the exercise by the holder thereof of any right of rescission or similar
remedies with respect thereto); (iii) any salary, cost, fee (consulting,
management or other), fringe benefit, allowance or other expense directly or
indirectly paid or payable by the Company or any Subsidiary (as compensation or

otherwise) to any shareholder or Affiliate of the Company (other than to an
officer, director or full or part-time employee) or any partner, shareholder or
Affiliate thereof, and (iv) any payment in respect of Subordinated Debt
(including, without limitation, the Senior Subordinated Debt).
"Securities" means collectively the Notes, the Warrants and the Warrant
Shares.
"Securities Act" means the Securities Act of 1933, as amended, or any
similar successor federal statute, and the rules and regulations of the
Commission thereunder, all as the same shall be in effect at the time.
"Security Alarm Contracts" means contracts between Approved Alarm Dealers
and end users of alarm equipment for monitoring and servicing of alarm
equipment. These contracts must be assignable, contain standard industry limits
of liability, and must comply with all applicable consumer laws.
"Senior Debt" means (i) all Indebtedness of the Company and any of its
Subsidiaries for money borrowed from the Banks pursuant to the Loan Agreement or
from other banks or institutional lenders, including any extensions or renewals
thereof, whether outstanding on the date hereof or hereafter created or
incurred, which is not by its terms subordinate and junior to the Notes and
which is disclosed on the Financial Statements or is permitted by this Agreement
at the time it is created or incurred (and including, without limitation, the
Senior Subordinated Debt), (ii) all Indebtedness of the Company and any of its
Subsidiaries incurred to refinance any of the Indebtedness referred to in item
(i) above, where the security securing such Indebtedness is substantially the
same security as that securing the Indebtedness being refinanced, (iii)
obligations of the Company and any of its Subsidiaries under Capital Leases
disclosed in the Financial Statements or which are permitted by this Agreement
at the time they are incurred and (iv) all guarantees by the Company and any of
its Subsidiaries which are not by their terms subordinate and junior to the
Notes and which are permitted hereby at the time they are made of Indebtedness
of any Subsidiary if such Indebtedness would have been Senior Debt pursuant to
the provisions of clause (i), (ii) or (iii) of this sentence had it been
indebtedness of the Company.
"Senior Debt Service" means, for any period, required interest and
principal payments in respect of Senior Debt during such period; provided,
however, that so long as the Senior
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Subordinated Debt is excluded under the Senior Subordinated Note Agreement from
"Senior Debt" for purposes of the definition of "Senior Debt Service" (as such
terms are defined in the Senior Subordinated Note Agreement), Senior
Subordinated Debt shall be excluded from Senior Debt for purposes of determining
Senior Debt Service in connection with the fixed charge coverage ratio set forth
in Section 7.01(v) hereof.
"Senior Subordinated Debt" means the Indebtedness evidenced by the
Company's 12% Senior Subordinated Notes due June 30, 2007 in the original
aggregate principal amount of $12,000,000 issued pursuant to the Senior
Subordinated Note Agreement.
"Senior Subordinated Note Agreement" means that certain Senior Subordinated
Note and Warrant Purchase Agreement dated as of May 10, 1996 among the Company,
Austin III-A, Austin III-B and CRL, as supplemented and modified by (i) the
Senior Subordinated Note and Warrant Purchase Agreement, dated as of November
22, 1996, (ii) the Senior Subordinated Note and Warrant Purchase Agreement dated
as of May 19, 1997, as amended by that certain Amendment, dated as of March 13,
1998, that certain Second Amendment, dated as of January 13, 1999, that certain
Termination of Put Rights, dated as of June 15, 1998, that certain Third
Amendment dated as of March 9, 1999, that certain Fourth Amendment, dated as of
February 4, 2000, (iii) that certain Sixth Amendment Agreement dated April 27,
2001 and (iv) the Seventh Amendment Agreement.
"Series A Preferred Stock" means the 4,000,000 shares of the Company's
Series A Preferred Stock, $01 par value per share, outstanding as of the date of
this Agreement.
"Series B Preferred Stock" means the Company's Series B Preferred Stock,
$.01 par value per share, outstanding as of the date of this Agreement.
"Series C Preferred Stock" means the 1,409,375 shares of the Company's
Series C Preferred Stock, $.01 par value per share, outstanding as of the date
of this Agreement.
"Series C-1 Preferred Stock" means the 251,420 shares of the Company's
Series C-l Preferred Stock, $.01 par value per share, outstanding as of the date
of this Agreement.
"Series D-l Preferred Stock" means the 70,000 shares of the Company's
Series D-l Preferred Stock, $.01 par value per share, to be outstanding

simultaneously with the Closing.
"Qualifying Sale Transaction" means the sale of all or substantially all of
(i) the assets of the Company and its Subsidiaries to a Person other than an
Affiliate of the Company or (ii) the outstanding capital stock of the Company in
a single transaction or series of related transactions to one or more Persons
other than Affiliates of the Company.
"Requisite Noteholders" means, at any time, the holders of at least
sixty-six and two-thirds percent (662/3%) of the principal amount of all Notes
then outstanding.
"Registration Agreement" shall have the meaning assigned to that term in
Section 4.10.
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"Responsible Officer" means the chief executive officer, chief operating
officer, chief financial officer or chief accounting officer of the Company or
any other officer of the Company involved principally in its financial
administration or its controllership function.
"Restricted Payment" means (i) any cash dividend or other cash
distribution, direct or indirect, on or on account of any shares of any class of
stock of the Company (including but not limited to the Preferred Stock) now or
hereafter outstanding; (ii) any redemption, purchase or other acquisition,
direct or indirect, of any shares of any class of stock of the Company now or
hereafter outstanding or of any warrants, options or rights to purchase any such
stock (including, without limitation, the repurchase of any such stock, warrant,
option or right or any refund of the purchase price thereof in connection with
the exercise by the holder thereof of any right of rescission or similar
remedies with respect thereto); (iii) any salary, cost, fee (consulting,
management or other), fringe benefit, allowance or other expense directly or
indirectly paid or payable by the Company or any Subsidiary (as compensation or
otherwise) to any shareholder or Affiliate of the Company (other than to an
officer, director or full or part-time employee) or any partner, shareholder or
Affiliate thereof, and (iv) any payment in respect of Subordinated Debt
(including, without limitation, the Senior Subordinated Debt).
"Securities" means collectively the Notes, the Warrants and the Warrant
Shares.
"Securities Act" means the Securities Act of 1933, as amended, or any
similar successor federal statute, and the rules and regulations of the
Commission thereunder, all as the same shall be in effect at the time.
"Security Alarm Contracts" means contracts between Approved Alarm Dealers
and end users of alarm equipment for monitoring and servicing of alarm
equipment. These contracts must be assignable, contain standard industry limits
of liability, and must comply with all applicable consumer laws.
"Senior Debt" means (i) all Indebtedness of the Company and any of its
Subsidiaries for money borrowed from the Banks pursuant to the Loan Agreement or
from other banks or institutional lenders, including any extensions or renewals
thereof, whether outstanding on the date hereof or hereafter created or
incurred, which is not by its terms subordinate and junior to the Notes and
which is disclosed on the Financial Statements or is permitted by this Agreement
at the time it is created or incurred (and including, without limitation, the
Senior Subordinated Debt), (ii) all Indebtedness of the Company and any of its
Subsidiaries incurred to refinance any
"Series D-2 Preferred Stock" means the 70,000 shares of the Company's
Series D-2 Preferred Stock, $.01 par value per share, authorized by the
Company's Articles of Incorporation as filed and in effect on April 27, 2001,
and as the same may be amended from time to time.
"Settlement Date" means, with respect to the Called Principal of any Note,
the date on which such Called Principal is to be prepaid pursuant to Section
2.06(a) or 2.06(c) hereof, or is declared to be immediately due and payable
pursuant to Section 8.01 hereof.
"Seventh Amendment Agreement" means that certain Seventh Amendment
Agreement dated as of the date hereof among the Company and the Security Holders
named therein.
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"Shareholders Agreement" shall have the meaning assigned to that term in
Section 4.08.
"Stock Purchase Agreement" shall have the meaning assigned to that term in
Section 4.07.

"Subordinated Debt" means all Indebtedness of the Company and any of its
Subsidiaries for money borrowed from any Person for which a written evidence of
indebtedness was executed, including any extensions or renewals thereof, whether
outstanding on the date hereof or hereafter created or incurred, which is by its
terms subordinate and junior to Senior Debt under the Loan Agreement on terms
acceptable to the holders of such Senior Debt and which is permitted by this
Agreement, including, without limitation, the Notes as they are subordinated to
the Banks pursuant to the Bank Subordination Agreement.
"Subordination Agreements" shall have the meaning assigned to that term in
Section 2.12.
"Subsidiary" or "Subsidiaries" means (i) any corporation more than fifty
percent (50%) of whose stock of any class or classes having by the terms thereof
ordinary voting power to elect a majority of the directors of such corporation
(irrespective of whether or not at the time stock of any class or classes of
such corporation shall have or might have voting power by reason of the
happening of any contingency) is at the time owned directly or indirectly by the
Company and/or any one or more of its Subsidiaries, and (ii) any partnership,
association, joint venture or other entity in which the Company and/or one or
more of its Subsidiaries has more than a fifty percent (50%) equity interest at
the time.
"Total Debt" means, as of any date of determination (but without
duplication), Senior Debt plus Subordinated Debt, in each case whether
outstanding on the date hereof or hereafter created or incurred.
"Total Interest Expense" means, for any period, the aggregate amount
(determined in accordance with GAAP) of interest paid or payable by the Company
and its Subsidiaries during such period in respect of all Indebtedness for money
borrowed, Capital Leases and the deferred purchase price of property, minus any
amounts paid to the Company pursuant to Interest Hedge Agreements.
"Total Senior Debt" means all Indebtedness of the Company and any of its
Subsidiaries for money borrowed from the Banks pursuant to the Loan Agreement,
plus (i) the book overdraft shown on the most recent financial statements, (ii)
accrued interest on the Indebtedness to the Banks under the Loan Agreement, and
(iii) accrued federal and state income taxes.
"Warrant Shares" shall have the meaning assigned to that term in Section
3.01.
"Warrants" shall have the meaning assigned to that term in Section 3.01.
1.02. Accounting Terms. All accounting terms not specifically defined
herein shall be construed in accordance with GAAP, and all financial data
submitted pursuant to this Agreement and all financial tests to be calculated in
accordance with this Agreement shall be prepared and calculated in accordance
with GAAP.
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ARTICLE II
PURCHASE, SALE AND TERMS OF NOTES; PAYMENTS
2.01. The Notes. The Company has authorized the issuance and sale to the
Purchasers of $40,000,000 aggregate principal amount of its 13.5% Subordinated
Notes due January 18, 2009. The 13.5% Subordinated Notes shall be substantially
in the form set forth as Exhibit 2.01 attached hereto and is herein referred to
individually as a "Note" and collectively as the "Notes" which term shall also
include any notes delivered in exchange or replacement therefor. Except as
otherwise provided in this Agreement, the entire unpaid principal amount of the
Notes shall (a) be payable on January 18, 2009 and (b) bear interest (based on a
360-day year counting actual days elapsed) until due and payable at the rate of
thirteen and one half percent (13.5%) per annum, which interest shall be payable
semi-annually in arrears on the last Business Day of June and December in each
year, commencing on the last Business Day of June, 2002, and at maturity or
prior prepayment of the Notes, provided that payment will be made in cash only
of interest accrued on the Notes at the rate of twelve percent (12%) per annum
and the remaining accrued interest shall be added to the outstanding principal
amount of the Notes (and thereafter bear interest at thirteen and one half
percent (13.5%) per annum).
2.02. Purchase and Sale of Notes. The Company agrees to issue and sell to
each Purchaser, and, subject to and in reliance upon the representations,
warranties, terms and conditions of this Agreement, each Purchaser agrees to
purchase, Notes in the principal amount specified opposite such Purchaser's name
in Schedule A. Such purchase and sale shall take place at a closing (the
"Closing") to be held at the offices of Schiff Hardin & Waite, 150 East 52nd
Street, New York, New York, at 11:00 a.m. local time, on the date on which this
Agreement is executed and delivered (the "Closing Date"). At the Closing, the
Company will initially issue to each Purchaser the Note to be purchased by such
Purchaser in the form of a single Note (or such greater number of Notes in
denominations of at least $500,000 as such Purchaser may request), payable to

the order of such Purchaser (or to the order of such Purchaser's nominee),
against receipt of funds by wire transfer to an account or accounts designated
by the Company prior to the Closing in the amount of the principal amount of the
Notes to be purchased by such Purchaser, in payment of the full purchase price
for the Notes.
2.03. Issue Price; Original Issue Discount. Having considered all facts
relevant to a determination of the value of the Notes and the Warrants being
acquired by the Purchasers, the Company and the Purchasers have concluded and do
hereby agree that (i) the present value of all scheduled payments of principal
of and interest on the Notes is $40,000,000, based on yields of comparable debt
instruments of comparable issuers and (ii) the consideration received by the
Company for the Warrants is hereby deemed to be fair and reasonable to the
Company and its shareholders. Accordingly, the Company and the Purchasers have
concluded and do agree that for purposes of the Internal Revenue Code of 1986,
as amended (the "Code"), and the Regulations thereunder, and for purposes of
determining any original issue discount with respect to the Notes thereunder,
the "issue price" for the Notes is $40,000,000 million (it being agreed that the
"issue price" for each individual Note is equal to the face amount thereof). The
Company and the Purchasers agree not to take a position on any income tax
return, before any governmental agency charged with the collection of any income
tax or in any judicial proceeding that is inconsistent with the terms of this
Section 2.03.
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2.04. Use of Proceeds. The Company agrees to use the proceeds from the sale
of the Notes (after payment of costs and expenses of the sale) to repay a
portion of the outstanding Indebtedness under the Loan Agreement and for working
capital and general corporate purposes.
2.05. Payments and Endorsements. Payments to any Purchaser of principal,
interest and Make-Whole Amount on the Notes shall be made without setoff or
counterclaim directly by wire transfer of immediately available funds to the
location specified for such purpose by such Purchaser in Schedule A (or as
otherwise set forth in a written notice executed by such Purchaser and delivered
to the Company), without any demand, presentment or notation of payment, except
that prior to any transfer of any Note, the holder thereof shall endorse on such
Note a record of the date to which interest has been paid and all payments made
on account of principal of such Note. All payments and prepayments of principal
of and interest on the Notes shall be applied (to the extent thereof) to all of
the Notes p~ rata based on the principal amount outstanding and held by each
holder thereof; provided that prepayments under Section 2.06(a) shall be applied
only to the Notes of the holders who have elected to participate in such
prepayment.
2.06. Redemptions.
(a) Offer to Prepay Notes in the Event of a Change in Control.
(1) Notice of Change in Control or Control Event. The Company
will, within five Business Days after any Responsible Officer has knowledge
of the occurrence of any Change in Control or Control Event, give written
notice of such Change in Control or Control Event to each holder of Notes
unless notice in respect of such Change in Control (or the Change in
Control contemplated by such Control Event) shall have been given pursuant
to Section 2.06(a)(2) below. If a Change in Control has occurred, such
notice shall contain and constitute an offer to prepay Notes as described
in Section 2.06(a)(3) below and shall be accompanied by the certificate
described in Section 2.06(a)(7) below.
(2) Condition to Company Action. The Company will not take any
action that consummates or finalizes a Change in Control unless (i) at
least 15 days prior to such action it shall have given to each holder of
Notes written notice containing and constituting an offer to prepay Notes
as described in Section 2.06(a)(3) below, accompanied by the certificate
described in Section 2.06(a)(7) below, and (ii) contemporaneously with
consummation of such action, the Company prepays all Notes required to be
prepaid in accordance with this Section 2.06(a).
(3) Offer to Prepay Notes. The offer to prepay Notes contemplated
by Sections 2.06(a)(l) and 2.06(a)(2) shall be an offer to prepay, in
accordance with and subject to this Section 2.06(a), all, but not less than
all, Notes held by each holder (in this case only, "holder" in respect of
any Note registered in the name of a nominee for a disclosed beneficial
owner shall mean such beneficial owner) on a date specified in such offer
(the "Proposed Prepayment Date"). If such Proposed Prepayment Date is in
connection with an offer contemplated by Section 2.06(a)(1), such date
shall be not less than 15 days and not more than 60 days after the date of
such offer (if the Proposed
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Prepayment Date shall not be specified in such offer, the Proposed
Prepayment Date shall be the 15th day after the date of such offer).
(4) Rejection; Acceptance. A holder of Notes may accept or reject
the offer to prepay made pursuant to this Section 2.06(a) by causing a
notice of such acceptance or rejection to be delivered to the Company at
least one Business Day prior to the Proposed Prepayment Date. A failure by
a holder of Notes to so respond to an offer to prepay made pursuant to this
Section 2.06(a) shall be deemed to constitute an acceptance of such offer
by such holder.
(5) Prepayment. Prepayment of the Notes to be prepaid pursuant to
this Section 2.06(a) shall be at 100% of the principal amount of such
Notes, together with interest on such Notes accrued to the date of
prepayment and the Make-Whole Amount with respect thereto. The prepayment
shall be made on the Proposed Prepayment Date.
(6) Deferral Pending Change in Control. The obligation of the
Company to prepay Notes pursuant to the offers required by Section
2.06(a)(2) and accepted in accordance with Section 2.06(aX4) is subject to
the occurrence of the Change in Control in respect of which such offers and
acceptances shall have been made. In the event that such Change in Control
does not occur on the Proposed Prepayment Date in respect thereof, the
prepayment shall be deferred until, and shall be made on the date on which,
such Change in Control occurs. The Company shall keep each holder of Notes
reasonably and timely informed of (i) any such deferral of the date of
prepayment, (ii) the date on which such Change in Control and the
prepayment are expected to occur, and (iii) any determination by the
Company that efforts to effect such Change in Control have ceased or been
abandoned (in which case the offers and acceptances made pursuant to this
Section 2.06(a) in respect of such Change in Control shall be deemed
rescinded).
(7) Officer's Certificate. Each offer to prepay the Notes
pursuant to this Section 2.06(a) shall be accompanied by a certificate,
executed by a Responsible Officer of the Company and dated the date of such
offer, speci1~'ing (i) the Proposed Prepayment Date, (ii) that such offer
is made pursuant to this Section 2.06(a), (iii) the principal amount of
each Note offered to be prepaid, (iv) the interest that would be due on
each Note offered to be prepaid, accrued to the Proposed Prepayment Date,
(v) the Make-Whole Amount that would be due on each Note offered to be
prepaid; (vi) that the conditions of this Section 2.06(a) have been
fulfilled, and (vii) in reasonable detail based on information then
available to the Company, the nature and date of the Change in Control.
(b) [Intentionally Omitted].
(c) Optional Redemptions. In addition to the redemptions of the Notes
required under Section 2.06(a), the Company may, at any time and from time to
time, redeem the Notes, in whole or in part (in an amount not less than
$1,000,000 in the case of a partial redemption), at 100% of the principal amount
so redeemed, together with interest accrued thereon through the date of
redemption plus the Make-Whole Amount determined for such redemption date with
respect to such principal amount.
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(d) Notice of Redemptions; Pro Rata Redemptions. Notice of any
optional redemption pursuant to Section 2.06(c) shall be given to all holders of
the Notes at least ten (10) Business Days and not more than twenty (20) Business
Days prior to the date of such redemption. Each redemption of Notes pursuant to
Section 2.06(c) shall be made so that the Notes then held by each holder shall
be redeemed in a principal amount which shall bear the same ratio to the total
unpaid principal amount being redeemed on all Notes as the unpaid principal
amount of Notes then held by such holder bears to the aggregate unpaid principal
amount of the Notes then outstanding.
2.07. Default Rate of Interest. If an Event of Default has occurred and is
continuing, from and after the date such Event of Default occurred the entire
outstanding unpaid principal balance of the Notes and any unpaid interest from
time to time due thereon shall bear interest, payable on demand, at the rate of
16.5% per annum, or such lower rate as then may be the maximum rate permitted by
applicable law; provided, however, that upon the cessation or cure of such Event
of Default, if no other Event of Default is then continuing, the Notes shall
again bear interest at the rate of 13.5% per annum as set forth in Section 2.01.
2.08. Maximum Legal Rate of Interest. Nothing in this Agreement or in the
Notes shall require the Company to pay interest at a rate in excess of the
maximum rate permitted by applicable law. Any interest payable under the Notes
or under any other instrument relating to the indebtedness evidenced thereby
that is in excess of the maximum rate permitted by applicable law shall, in the
event of acceleration of maturity, late payment, prepayment, or otherwise, be
applied to a reduction of the unrepaid indebtedness evidenced thereby and not to
the payment of interest, or if such excessive interest exceeds the unpaid

balance of such unrepaid indebtedness, such excess shall be refunded to the
Company. To the extent not prohibited by applicable law, determination of the
maximum rate permitted by applicable law shall at all times be made by
amortizing, prorating, allocating and spreading in equal parts during the full
term of the indebtedness evidenced by the Notes, all interest at any time
contracted for, charged or received from the Company in connection with the
indebtedness evidenced thereby, so that the actual rate of interest on account
of such indebtedness is uniform throughout the term thereof.
2.09. Payment on Non-Business Days. Whenever any payment to be made shall
be due on a day which is not a Business Day, such payment shall be made on the
next succeeding Business Day, and such extension of time shall in such case be
included in the computation of payment of interest due.
2.10. Transfer and Exchange of Notes. The holder of any Note or Notes may,
prior to maturity or prepayment thereof, surrender such Note or Notes at the
principal office of the Company for transfer or exchange. Any holder desiring to
transfer or exchange any Note shall first notify the Company in writing at least
five (5) days in advance of such transfer or exchange. Within a reasonable time
after such notice to the Company from a holder of its intention to make such
exchange and without expense (other than transfer taxes, if any) to such holder,
the Company shall issue in exchange therefor another Note or Notes, in such
denominations as requested by the holder, for the same aggregate principal
amount, as of the date of such issuance, as the unpaid principal amount of the
Note or Notes so surrendered and having the same maturity and rate of interest,
containing the same provisions and subject to the same terms and conditions as
the Note or Notes so surrendered. Each new Note shall be made payable to such
Person or
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Persons, or assigns, as the holder of such surrendered Note or Notes may
designate, and such transfer or exchange shall be made in such a manner that no
gain or loss of principal or interest shall result therefrom.
2.11. Replacement of Notes. Upon receipt of evidence satisfactory to the
Company of the loss, theft, destruction or mutilation of any Note and, if
requested in the case of any such loss, theft or destruction, upon delivery of
an indemnity bond or other agreement or security reasonably satisfactory to the
Company, or, in the case of any such mutilation, upon surrender and cancellation
of such Note, the Company will issue a new Note, of like tenor and amount and
dated the date to which interest has been paid, in lieu of such lost, stolen,
destroyed or mutilated Note; provided, however, if any Note of which a
Purchaser, its nominee, or any of its partners is the holder is lost, stolen or
destroyed, the affidavit of an authorized partner or officer of the holder
setting forth the circumstances with respect to such loss, theft or destruction
shall be accepted as satisfactory evidence thereof, and no indemnification bond
or other security shall be required as a condition to the execution and delivery
by the Company of a new Note in replacement of such lost, stolen or destroyed
Note other than the holder's written agreement to indemnify the Company.
2.12. Subordination. The indebtedness evidenced by the Notes and the rights
and remedies of the Purchasers under this Agreement shall be subordinate and
junior to (i) certain Indebtedness of the Company to the Banks in the manner and
to the extent provided in the Intercreditor and Subordination Agreement dated as
of the date hereof by and among the Banks, the Company and the Purchasers (the
"Bank Subordination Agreement") and (ii) certain Indebtedness of the Company to
the holders of the Senior Subordinated Debt in the manner and to the extent
provided in the Intercreditor and Subordination Agreement dated as of the date
hereof by and among the holders of the Senior Subordinated Debt, the Company and
the Purchasers (the "Senior Subordinated Debt Subordination Agreement"; the Bank
Subordination Agreement and the Senior Subordinated Debt Subordination Agreement
are collectively referred to herein as the "Subordination Agreements").
ARTICLE III
PURCHASE, SALE AND TERMS OF WARRANTS
3.01. The Warrants. The Company has authorized the issuance and sale to the
Purchasers of Common Stock Purchase Warrants for the purchase of an aggregate of
1,133,328 shares of the Company's Class A Common Stock representing 7.234% of
the outstanding Common Stock on a fully diluted basis as of the Closing Date
(subject to adjustment as provided therein) (the "Warrant Shares"). Such Common
Stock Purchase Warrants shall be substantially in the form set forth as Exhibit
3.01 attached hereto and are referred to herein individually as a "Warrant" and
collectively as the "Warrants", which term shall also include any warrants
delivered in exchange or replacement therefor. The Warrants shall be exercisable
at the purchase price provided therein.
3.02. Purchase and Sale of Warrants. The Company agrees to issue and sell
to each Purchaser, and, subject to and in reliance upon the representations,
warranties, terms and conditions of this Agreement, each Purchaser agrees to
purchase the number of Warrants specified opposite such Purchaser's name on
Schedule A. Such purchase and sale shall take
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place at the Closing and at the Closing the Company will initially issue to each
Purchaser the Warrants to purchase (subject to adjustment as provided therein)
the number of Warrant Shares specified opposite such Purchaser's name on
Schedule A, against receipt of funds by check or by wire transfer to an account
or accounts designated by the Company prior to the Closing in the amount set
forth on Schedule A as the purchase price therefor, in payment of the full
purchase price for the Warrants.
3.03. [Intentionally Omitted].
3.04. [Intentionally Omitted].
3.05. [Intentionally Omitted].
3.06. [Intentionally Omitted].
3.07. [Intentionally Omitted].
3.08. [Intentionally Omitted].
3.09. Right to Purchase New Mezzanine Securities. Prior to issuing any
Subordinated Debt after the Closing Date that is not issued in connection with
any capital stock or similar security, including without limitation, securities
containing equity features and securities containing profit participation
features, or any security convertible or exchangeable, with or without
consideration, into or for any stock or similar security, or any security
carrying any warrant or right to subscribe for or purchase any stock or similar
security, or any such warrant or right (such Subordinated Debt herein referred
to as `~Mezzanine Securities `~, of the Company or any of its Subsidiaries to
any Person, the Company will first give, or cause such Subsidiary to give to
each of the holders of the Notes the right to purchase, on the same terms, the
same proportion of the Mezzanine Securities proposed to be sold by the Company
or such Subsidiary as the number of Warrants and Warrant Shares owned by such
holder bears to the total number of shares of Outstanding Common Stock at that
time. Persons electing to purchase Mezzanine Securities pursuant to this Section
shall also be entitled to purchase (pro rata according to their holdings of
Warrants and Warrant Shares) offered Mezzanine Securities that other holders
decline to purchase. Any such right of purchase shall be exercisable for a
period of twenty (20) days after the holders receive written notice of a
proposed issuance of Mezzanine Securities (and any such notice by the Company or
a Subsidiary shall be given not less than twenty (20) nor more than ninety (90)
days prior to any such issuance). The Company shall be entitled to sell any
Mezzanine Securities not purchased by the holders of Notes pursuant to this
Section 3.09: (i) during the period ending six (6) months after the date of the
Company's notice to such holders and (ii) at not less than the same price and
upon terms not materially less favorable to the Company than those offered to
the holders of Notes, but may not otherwise sell such Mezzanine Securities
without renewed compliance with this Section 3.09.
3.10. [Intentionally Omitted].
3.11. Termination Upon Qualified IPO. The right of each holder of Notes to
purchase new Mezzanine Securities set forth in Section 3.09 shall terminate
immediately prior to the closing of a Qualified IPO.
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3.12. Waiver of Preemptive Rights and Dilution Adjustments. The Purchasers
waive any (i) preemptive rights and (ii) any anti-dilution adjustments to the
Warrants, in each case which such Purchasers have with regard to the issuance of
up to 522,953 shares of Class A Common Stock to be issued to certain employees
of the Company after the date hereof in amounts and subject to the terms and
conditions to be determined by the Compensation Committee of the Company.
ARTICLE IV
CONDITIONS TO PURCHASERS' OBLIGATION
The obligation of each Purchaser to purchase and pay for the Notes and
Warrants to be purchased by such Purchaser at the Closing is subject to
satisfaction of the following conditions, all or any of which may be waived in
writing by such Purchaser:
4.01.
warranties
correct in
effect to,

Representations and Warranties. Each of the representations and
of the Company set forth in Article VI hereof shall be true and
all material respects at the time of, and immediately after giving
the sale of the Notes and the Warrants.

4.02. Documentation at Closing. Each Purchaser shall have received prior to
or at the Closing all of the following, each in form and substance satisfactory
to such Purchaser and such Purchaser's special counsel:

(a) A certified copy of the charter documents and by-laws of the
Company and each of its Subsidiaries; a certified copy of the resolutions of the
board of directors and, to the extent required, the stockholders of the Company
evidencing approval, as applicable, of this Agreement, the Operative Documents
and all other matters contemplated hereby and thereby; and certified copies of
all documents evidencing other necessary corporate or other action and
governmental approvals, if any, with respect to this Agreement, the Operative
Documents and all other matters contemplated hereby or thereby.
(b) A favorable opinion of Vinson & Elkins L.L.P., counsel for the
Company, in form and substance reasonably satisfactory to the Purchasers and
their special counsel.
(c) A certificate of the Secretary or an Assistant Secretary of the
Company which shall certify the names of the officers of the Company authorized
to sign this Agreement, the Operative Documents and any other documents or
certificates to be delivered pursuant hereto or thereto by the Company or any of
its officers, together with the true signatures of such officers. Each Purchaser
may conclusively rely on such certificate until such Purchaser shall receive a
further certificate of the Secretary or an Assistant Secretary of the Company
canceling or amending the prior certificate and submitting the signatures of the
officers named in such further certificate.
(d) A certificate from a duly authorized officer of the Company
stating that the representations and warranties contained in Article VI hereof
and otherwise made by the Company in writing in connection with the transactions
contemplated hereby are true and correct in all material respects and that no
condition or event has occurred or is continuing or will result from the
execution and delivery of this Agreement or the Operative Documents which
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constitutes an Event of Default or would constitute an Event of Default but for
the requirement that notice be given or time elapse or both.
(e) The Subordination Agreements in form and substance satisfactory to
the Purchasers and their special counsel executed by the parties thereto.
(f) Payment for the costs, expenses, taxes and filing fees identified
in Section 9.04 as to which the Purchasers give the Company notice prior to the
Closing.
(g) A certificate from a duly authorized officer of the Company
stating that all the conditions set forth in this Article IV have been
satisfied, other than those, if any, waived by the Purchasers in writing.
(h) The Preferred Stock Subordination Agreement dated as of May 10,
1996, amended by that certain Amendment Agreement dated as of November 22, 1996
(the "First Amendment Agreement"), that certain Second Amendment Agreement dated
as of May 19, 1997 (the "Second Amendment Agreement"), that certain Transfer,
Assignment and Assumption Agreement and Third Amendment Agreement dated as of
January 1, 1998 (the "Third Amendment Agreement"), that certain Transfer,
Assignment and Assumption Agreement and Fourth Amendment Agreement dated as of
July 22, 1998 (the "Fourth Amendment Agreement"), that certain Fifth Amendment
Agreement dated as of March 9, 1999 (the "Fifth Amendment Agreement"), that
certain Sixth Amendment Agreement dated as of April 27, 2001 (the "Sixth
Amendment Agreement") and the Seventh Amendment Agreement (the "Preferred Stock
Subordination Agreement") among the Company and the security holders named
therein shall have been amended in form and substance satisfactory to the
Purchasers and their special counsel.
(i) A private placement number issued by Standard & Poor's CUSIP
Service Bureau (in cooperation with the Securities Valuation Office of the
National Association of Insurance Commissioners) shall have been obtained for
the Notes and the Warrants.
(j) Evidence that all preemptive rights relating to the issuance by
the Company of the Warrants and the Warrant Shares upon exercise of the Warrants
have been waived and all rights of first offer relating to the issuance and sale
by the Company of the Notes have been waived.
(k) Such other documents referenced in any Exhibit hereto or relating
to the transactions contemplated by this Agreement as such Purchaser or such
Purchaser's special counsel may reasonably request.
4.03. Loan Agreement. The Company shall have contemporaneously with the
Closing entered into the Third Amendment Agreement to the Loan Agreement with
the Banks on terms satisfactory to the Purchasers and their special counsel and
shall have closed or shall close simultaneously the transactions contemplated
thereby and have access to the funds with respect thereto. Copies of all
documents delivered to the Company and the Banks in conjunction with the closing
of the transactions contemplated by the Third Amendment Agreement to the Loan
Agreement shall have been delivered to the Purchasers or their special counsel.
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4.04. Series D-I Preferred Stock. The Company shall have contemporaneously
with the Closing sold 20,000 shares of Series D- I Preferred Stock pursuant to
that certain Series D- I Preferred Stock Purchase Agreement dated April 27,
2001, as amended, and received not less than $20,000,000 as gross proceeds
thereof.
4.05. No Default. At the time of and immediately after giving effect to the
sale of the Notes and the Warrants there shall exist no Event of Default and no
condition, event or act that, with the giving of notice or lapse of time, or
both, would constitute such an Event of Default.
4.06. Purchase Permitted by Applicable Law; Approvals. The purchase of and
payment for the Notes and Warrants to be purchased by each Purchaser on the
Closing Date and the issuance of the Warrant Shares on the terms and conditions
herein provided (including the use of the proceeds of such Notes by the Company)
shall not violate any Applicable Law (including, without limitation, Section 5
of the Securities Act or Regulation T, U or X of the Board of Governors of the
Federal Reserve System) and shall not subject such Purchaser to any tax,
penalty, liability or other onerous condition under or pursuant to any
Applicable Law, and such Purchaser shall have received such certificates or
other evidence as it may request to establish compliance with this condition;
each Purchaser hereby acknowledges that such compliance with Applicable Laws is
based in part on the accuracy of the Purchasers' representations and warranties
set forth in Sections 5.01(b), (c), (d), (e) and (f). All necessary
authorizations, consents, approvals, exceptions or other actions by or notices
to or filings with any court or administrative or governmental body or other
Person required in connection with the execution, delivery and performance of
this Agreement, the Notes, the Warrants and the other Operative Documents or the
consummation of the transactions contemplated hereby or thereby shall have been
issued or made, shall be final and in full force and effect and shall be in form
and substance satisfactory to such Purchaser.
4.07. Amended Stock Purchase Agreement. The Stock Purchase Agreement dated
as of October 21, 1994 among the Company, Austin III-A and Austin III-B, as
amended on November 10, 1994 and May 10, 1996 (the "Stock Purchase Agreement"),
shall have been amended in form and substance satisfactory to the Purchasers and
their special counsel.
4.08. Amended Shareholders Agreement. The Third Amended and Restated
Shareholders Agreement dated as of April 27, 2001 among the Company, CRL, Austin
III-A, Austin III-B, and the other parties thereto shall have been amended in
form and substance satisfactory to the Purchasers and their special counsel (as
so amended, the "Shareholders Agreement").
4.09. Amended Co-Sale Agreement. The Second Amended and Restated Co-Sale
Agreement dated as of April 27,2001 among the Company, CRL, Austin III-A and
Austin III-B and the other parties thereto shall have been amended in form and
substance satisfactory to the Purchasers and their special counsel (as so
amended, the "Co-Sale Agreement").
4.10. Amended Registration Agreement. The Third Amended and Restated
Registration Agreement dated as of April 27, 2001 among the Company, CRL, Austin
III-A and Austin III-B and the other parties thereto shall have been amended in
form and substance satisfactory to the Purchasers and their special counsel (as
so amended, the "Registration Agreement").
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4.11. Amended Affiliate Registration Agreement. The Amended and Restated
Affiliate Registration Agreement dated as of May 10, 1996, as amended by the
First Amendment Agreement, the Second Amendment Agreement, the Third Amendment
Agreement and the Fourth Amendment Agreement (as so amended, the "Affiliate
Registration Agreement") among the Company and Hull Family Limited Partnership
shall have been amended in form and substance satisfactory to the Purchasers and
their special counsel.
4.12. Amended Articles of Incorporation. The Articles of Incorporation
shall have been amended in accordance with all Applicable Laws and in form and
substance satisfactory to the Purchasers and their special counsel (including,
without limitation, to prohibit any redemption of the Preferred Stock until 91
days after the indefeasible payment in full of all principal of, interest on,
Make-Whole Account, if any, and all other amounts due under the Notes and this
Agreement).
4.13. Seventh Amendment Agreement. The Seventh Amendment Agreement shall
have been duly authorized, executed and delivered by each of the parties thereto
and the Purchaser shall have received a copy thereof.
ARTICLE V
REPRESENTATIONS AND WARRANTIES OF THE PURCHASERS

5.01. Representations and Warranties of the Purchasers. Each Purchaser, for
itself only, hereby represents and warrants that:
(a) Such Purchaser has duly authorized, executed and delivered this
Agreement and such of the Operative Documents as require execution by such
Purchaser.
(b) It is such Purchaser's present intention to acquire the Securities
for its own account.
(c) The Securities it is acquiring are for the purpose of investment
and not with a view to distribution thereof; subject, nevertheless, to the
condition that the disposition of the property of such Purchaser shall at all
times be within its control.
(d) Such Purchaser acknowledges that it has reviewed and discussed the
Company's business, affairs and current prospects with such officers of the
Company and others as it has deemed appropriate or desirable in connection with
the transactions contemplated by this Agreement. Such Purchaser further
acknowledges that it has requested, received and reviewed such information,
undertaken such investigation and made such further inquiries of officers of the
Company and others as it has deemed appropriate or desirable in connection with
such transactions, provided, however, no investigation made heretofore or
hereafter by or on behalf of such Purchaser shall have any effect whatsoever on
the representations and warranties of the Company hereunder, each of which will
survive any such investigation.
(e) Such Purchaser understands that it must bear the economic risk of
its investment for an indefinite period of time because the Securities are not,
and will not be, registered under the Securities Act or any applicable state
securities laws, except as may be provided in this Agreement and the
Registration Agreement, and may not be resold unless
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subsequently registered under the Securities Act and such other laws or unless
an exemption from such registration is available.
(f) Such Purchaser represents that it has such knowledge and
experience in financial and business matters that it is capable of evaluating
the merits and risks of its investment in the Securities. Such Purchaser further
represents that it is an "accredited investor" as such term is defined in Rule
501 of Regulation D of the Commission under the Securities Act with respect to
the purchase of the Securities.
(g) No Person has or will have, as a result of the transactions
contemplated by this Agreement, any rights, interest or valid claim against or
upon the Company or any of its Subsidiaries for any commission, fee or other
compensation as a finder or broker because of any written agreement made by such
Purchaser to pay any such compensation.
(h) Such Purchaser hereby acknowledges that the Notes, the Warrants
and each certificate representing the Warrant Shares and any other securities
issued in respect of such shares upon any stock split, stock dividend,
recapitalization, merger or similar event (unless no longer required in the
opinion of counsel, which opinion and counsel shall be reasonably satisfactory
to the Company, it being agreed that Schiff Hardin & Waite shall be
satisfactory) shall bear a legend substantially in the following form:
THIS SECURITY HAS NOT BEEN REGISTERED UNDER THE SECURITIES ACT OF 1933, AS
AMENDED, OR ANY APPLICABLE STATE SECURITIES LAWS AND MAY NOT BE SOLD OR
TRANSFERRED WITHOUT COMPLIANCE WITH THE REGISTRATION OR QUALIFICATION
PROVISIONS OF APPLICABLE FEDERAL AND STATE SECURITIES LAWS OR APPLICABLE
EXEMPTIONS THEREFROM.
The acquisition by such Purchaser of the Securities on the Closing Date shall
constitute a confirmation by it of the foregoing representations and warranties
as if made by such Purchaser on the date of such acquisition.
ARTICLE VI
REPRESENTATIONS AND WARRANTIES OF THE COMPANY
The Company represents and warrants to each Purchaser as of the Closing
Date as follows:
6.01. Organization and Standing of the Company and Subsidiaries; Ownership.
The Company and each of its Subsidiaries is a corporation duly organized,
validly existing and in good standing under the laws of the jurisdiction of its
incorporation and has all requisite corporate power and authority for the
ownership and operation of its properties and for the carrying on of its
business as now conducted and as now proposed to be conducted. The Company and
each of its Subsidiaries is duly licensed or qualified and in good standing as a
foreign corporation authorized to do business in all jurisdictions wherein the
character of the property owned or leased, or the nature of the activities

conducted, by it makes such licensing or qualification necessary, except where
the failure to be so licensed or qualified, either individually or in the
aggregate, would not have (or be reasonably likely to have) a material adverse
effect on
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the prospects, business, assets, liabilities, condition (financial or
otherwise), or results of operations of the Company and its Subsidiaries taken
as a whole or the Company's ability to perform its obligations under this
Agreement and the Notes (a "Material Adverse Effect"). Except as set forth on
Exhibit 6.01 attached hereto, neither the Company nor any of its Subsidiaries
owns, directly or indirectly, any capital stock or other equity or ownership or
proprietary interest in any corporation, partnership, association, trust, joint
venture or other entity.
6.02. Corporate Action. The Company has all necessary corporate power and
has taken all corporate action required to make all the provisions of this
Agreement, the Operative Documents and any other agreements and instruments
executed in connection herewith and therewith valid and enforceable obligations
of the Company. The Company has duly executed and delivered this Agreement, each
of the Operative Documents and each other agreement and instrument executed by
it in connection herewith and therewith and each is a legal, valid and binding
obligation of the Company enforceable against the Company in accordance with its
terms, except to the extent that the enforceability thereof may be limited by
applicable bankruptcy, insolvency, reorganization, moratorium or other similar
laws generally affecting creditors' rights and by equitable principles
regardless of whether enforcement is sought in equity or at law. Sufficient
shares of authorized but unissued Common Stock of the Company have been reserved
by appropriate corporate action in connection with the prospective exercise of
the Warrants. Neither the issuance of the Notes or Warrants, nor the issuance of
shares of Common Stock upon the exercise of the Warrants, is subject to
preemptive or other similar statutory or contractual rights or will conflict
with any provisions of any agreement or instrument to which the Company is a
party or by which the Company is bound.
6.03. Governmental Approvals. No authorization, consent, approval, license,
exemption of or filing or registration with any court or governmental
department, commission, board, bureau, agency or instrumentality, domestic or
foreign, is or will be necessary for, or in connection with, the offer,
issuance, sale, execution or delivery by the Company of, or for the performance
by the Company of its obligations under, this Agreement, any of the Operative
Documents or the Warrant Shares.
6.04. Litigation. Except as set forth in Exhibit 6.04 hereto, there is no
litigation, action or governmental proceeding or investigation pending or, to
the best knowledge of the Company, threatened against the Company or any of its
Subsidiaries, affecting any of their respective properties or assets, or against
any officer, key employee or principal stockholder of the Company or any of its
Subsidiaries. Nothing disclosed in Exhibit 6.04 hereto (i) either individually
or in the aggregate would have (or be reasonably likely to have) a Material
Adverse Effect, (ii) might call into question the validity of this Agreement,
any Operative Document or any action taken or to be taken pursuant hereto or
thereto or (iii) seeks to prevent the consummation of the transactions
contemplated by this Agreement, nor, to the best knowledge of the Company, has
there occurred any event on the basis of which any litigation, proceeding or
investigation meeting the criteria of (i), (ii) or (iii) above could reasonably
be expected to be instituted. Neither the Company nor any of its Subsidiaries
nor, to the best knowledge of the Company, any of their respective officers, key
employees or principal stockholders (in their capacities as such), is in default
with respect to any order, writ, injunction, decree, ruling or
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decision of any court, commission, board or other government agency affecting
the Company or any of its Subsidiaries.
6.05. Compliance with Law. The Company and each of its Subsidiaries is in
compliance in all respects with the terms and provisions of this Agreement and
of its Articles of Incorporation (or comparable charter documents), as amended,
and By-laws, as amended, and in all respects with the terms and provisions of
all judgments, decrees, governmental orders, statutes, rules and regulations to
which it and its properties and assets are subject (collectively, the
"Applicable Laws"), except for such failures to be in compliance with Applicable
Laws which would not, individually or in the aggregate, have (or be reasonably
likely to have) a Material Adverse Effect. Neither the execution and delivery of
this Agreement and the Operative Documents, nor the consummation of any
transactions contemplated hereby or thereby, has constituted or resulted in, or
will constitute or result in, a violation of any provision of any Applicable
Laws.
6.06. Federal Reserve Regulations. Neither the Company nor any of its
Subsidiaries is engaged in the business of extending credit for the purpose of

purchasing or carrying margin stock (within the meaning of Regulation U of the
Board of Governors of the Federal Reserve System), and no part of the proceeds
of the Notes or Warrants will be used to purchase or carry any margin security
or to extend credit to others for the purpose of purchasing or carrying any
margin security or in any other manner which would involve a violation of any of
the regulations of the Board of Governors of the Federal Reserve System.
6.07. Title to Assets, Patents. Except as set forth on Exhibit 6.07
attached hereto, the Company and each of its Subsidiaries has good and
indefeasible title in fee to such of its fixed assets as are real property, and
good and indefeasible title to all of its other assets, now carried on its books
including those reflected in the most recent balance sheet of the Company
included in the Financial Statements, or acquired since the date of such balance
sheet (except personal property disposed of since said date in the ordinary
course of business), free of any mortgages, pledges, charges, liens, security
interests or other encumbrances. The Company and each of its Subsidiaries enjoys
peaceful and undisturbed possession under all leases under which it is
operating, and all of said leases are valid and subsisting and in full force and
effect. The Company and each of its Subsidiaries owns or has a valid right to
use the patents, patent rights, licenses, permits, trade secrets, trademarks,
trademark rights, trade names, trade name rights or domain names or franchises,
copyrights, inventions and intellectual property rights being used to conduct
its business as now operated and as now proposed to be operated; and the conduct
of its business as now operated and as now proposed to be operated does not and
will not to the best knowledge of the Company conflict with valid patents,
patent rights, licenses, permits, trade secrets, trademarks, trademark rights,
trade names, trade name rights or domain names or franchises, copyrights,
inventions and intellectual property rights of others. Neither the Company nor
any of its Subsidiaries has any obligation to compensate any Person for the use
of any such patents or such rights nor has the Company or any of its
Subsidiaries granted to any Person any license or other rights to use in any
manner any of such patents or such rights.
6.08. Financial Information. (a) Attached hereto as Exhibit 6.08A is the
audited balance sheet of the Company and its Subsidiaries as of June 30, 2001
and the related statements of operations and stockholders' equity and of cash
flows for the fiscal year then ended, certified
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by Ernst & Young, LLP, the Company's independent public accountants, and the
unaudited balance sheet of the Company and its Subsidiaries as of September 30,
2001 and the related statements of operations and stockholders' equity ant' of
cash flows for the three months then ended (all such financial statements,
including the notes to the annual financial statements, being referred to herein
collectively as the "Financial Statements"). All Financial Statements have been
prepared in accordance with GAAP and consistent with prudent business management
practices, are complete in all material respects and fairly present the
financial position of the Company and its Subsidiaries as of the respective
dates thereof and results of operations and changes in financial position of the
Company and its Subsidiaries for each of the periods then ended except that the
unaudited Financial Statements lack footnotes and are subject to normal year end
audit adjustments which will not be material, individually or in the aggregate.
(b) Since June 30, 2001, there has been no material adverse change in
the prospects, business, assets, liabilities, condition (financial or
otherwise), or in the results of operations of the Company and its Subsidiaries
taken as a whole.
(c) Neither the Company nor any of its Subsidiaries has any liability,
contingent or otherwise, not disclosed in the Financial Statements or in the
notes thereto that could, together with all such other liabilities, have a
Material Adverse Effect, nor does the Company have any reasonable grounds to
know of any such liability.
(d) A schedule of Indebtedness of the Company and its Subsidiaries as
of the Closing Date (including lease obligations required to be capitalized in
accordance with applicable Statements of Financial Accounting Standards) is
attached hereto as Exhibit 6.08B.
6.09. Taxes. Except as set forth in Exhibit 6.09, the Company and each of
its Subsidiaries has accurately prepared and timely filed all federal, state and
other tax returns required by law to be filed by it, and all taxes shown to be
due and all additional assessments have been paid or provision made therefor.
The Company does not know of any additional assessments or adjustments pending
or threatened against the Company or any of its Subsidiaries for any period, nor
of any basis for any such assessment or adjustment. The charges, accruals and
reserves on the books of the Company and its Subsidiaries in respect of taxes or
other governmental charges are, in the opinion of the Company, adequate.
6.10. ERISA. (a) Except as set forth on Exhibit 6.10 hereto, the Company
and each of its Subsidiaries is in compliance in all material respects with the
currently applicable provisions of The Employee Retirement Income Security Act
of 1974, as amended ("ERISA") and the applicable provisions of Section 401(a) of

the Code. No matter set forth on Exhibit 6.10 hereto has had or could reasonably
be expected to have a Material Adverse Effect. No employee benefit plan
established or maintained, or to which contributions have been made, by the
Company or any of its Subsidiaries, which is subject to part 3 of Subtitle B of
Title I of ERISA, had an accumulated funding deficiency (as such term is defined
in Section 302 of ERISA) as of the last day of the most recent fiscal year of
such plan ended prior to the date hereof, and no material liability to the
Pension Benefit Guaranty Corporation has been incurred with respect to any such
plan by the Company or any of its Subsidiaries.
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(b) The
sale of the Notes
is subject to the
which a tax could

execution and delivery of this Agreement and the issuance and
and Warrants hereunder will not involve any transaction that
prohibitions of Section 406 of ERISA or in connection with
be imposed pursuant to Section 4975(c)(l)(A)-(D) of the Code.

6.11. Transactions with Affiliates. Except as set forth in Exhibit 6.11
hereto, or pursuant to the terms of the Operative Documents, there are no loans,
leases, royalty agreements or other continuing transactions between the Company
or any of its Subsidiaries, on the one hand, and any Person owning, or who did
own at any time within the two-year period preceding the date of this Agreement,
five percent (5%) or more of any class of capital stock of the Company or any of
its Subsidiaries or other entity controlled by such stockholder or a member of
such stockholder's family, on the other hand, except for existing agreements
with employees of the type described in Section 7.02(m).
6.12. Assumptions or Guaranties of Indebtedness of Other Persons. Neither
the Company nor any of its Subsidiaries has assumed, guaranteed., endorsed or
otherwise become directly or contingently liable on (including, without
limitation, liability by way of agreement, contingent or otherwise, to purchase,
to provide funds for payment, to supply funds to or otherwise invest in the
debtor or otherwise to assure the creditor against loss) any Indebtedness of any
other Person.
6.13. Investments in Other Persons. Neither the Company nor any of its
Subsidiaries has made any loan or advance to any Person which is outstanding on
the date of this Agreement other than any loan or advance made in the ordinary
course of business in accordance with customary trade practices, nor is the
Company or any of its Subsidiaries obligated or committed to make any such loan
or advance.
6.14. Equal Employment Opportunity. Each of the Company and its
Subsidiaries has reviewed its employment practices and policies and, to the best
of the Company's knowledge, is in compliance with all applicable laws of the
United States, of the State of Texas, and of each other applicable jurisdiction,
relating to equal employment opportunity.
6.15. Securities Act. Neither the Company nor anyone acting on its behalf
has offered or will offer to sell the Notes, Warrants or similar securities to,
or solicit offers with respect thereto from, or enter into any preliminary
conversations or negotiations relating thereto with, any Person, so as to bring
the issuance and sale of the Notes and Warrants under the registration
provisions of the Securities Act.
6.16. Disclosure. Neither this Agreement, the Financial Statements, the
Operative Documents, nor any other agreement, document, certificate or written
statement furnished to any Purchaser or the Purchasers' special counsel by or on
behalf of the Company or any of its Subsidiaries in connection with the
transactions contemplated hereby or thereby contains any untrue statement of a
material fact or omits to state a material fact necessary in order to make the
statements contained herein or therein not misleading. There is no fact within
the knowledge of the Company or any of its executive officers which has not been
disclosed herein or in writing by the Company to the Purchasers and which has a
Material Adverse Effect, or in the future could reasonably be expected to have a
Material Adverse Effect. Without limiting the foregoing, the
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Company has no knowledge of any specific existing, pending or planned patent,
invention or device which would have (or be reasonably likely to have) a
Material Adverse Effect.
6.17. No Brokers or Finders. No Person had, has or will have, as a result
of the transactions contemplated by this Agreement, any right, interest or valid
claim against or upon any Purchaser for any commission, fee or other
compensation as a finder or broker because of any written agreement by the
Company, any of its Subsidiaries or any of its or their agents to pay any such
compensation.
6.18. Other Agreements of Officers. To the best knowledge of the Company,
no officer or key employee of the Company or any of its Subsidiaries is a party
to or bound by any agreement, contract or commitment, or subject to any

restrictions, particularly but without limitation in connection with any
previous employment of any such person, which has a Material Adverse Effect, or
in the future may (so far as the Company can reasonably foresee) have a Material
Adverse Effect. To the best knowledge of the Company, no officer or key employee
of the Company or any of its Subsidiaries has any present intention of
terminating his employment with the Company or any of its Subsidiaries and
neither the Company nor any of its Subsidiaries has any present intention of
terminating any such employment.
6.19. Capitalization of the Company; Status of Capital Stock. The Company
has a total authorized capitalization consisting of (i) 50,000,000 shares of
Class A Common Stock, of which 1,387,752 shares are issued and outstanding, (ii)
700,000 shares of Class B Common Stock, of which no shares are issued and
outstanding, and (iii) 10,800,795 shares of Preferred Stock, of which (a)
4,000,000 shares are designated Series A Preferred Stock, all of which are
issued and outstanding, (b) 5,000,000 shares are designated Series B Preferred
Stock, all of which are issued and outstanding, (c) 1,409,375 shares are
designated Series C Preferred Stock, all of which shares are issued and
outstanding, (d) 251,420 shares are designated Series C-I Preferred Stock, all
of which shares are issued and outstanding, (e) 70,000 shares are designated
Series D--l Preferred Stock, all of which (after giving effect to issuance of
20,000 such shares concurrently herewith) are issued and outstanding, and (f)
70,000 shares of designated Series D-2 Preferred Stock, none of which have been
issued or are outstanding. Exhibit 6.19 sets forth a correct and complete list
of the holders of all capital stock of the Company, showing (both on a fully
diluted basis (including after giving effect to the conversion, exchange or
exercise of any outstanding capital stock of the Company) and non-fully diluted
basis, in each case after giving effect to the issuance, sale and delivery of
the Warrants in accordance with this Agreement) (I) the number and percentage of
shares of Class A Common Stock, Class B Common Stock, Series A Preferred Stock,
Series B Preferred Stock, Series C Preferred Stock, Series C-I Preferred Stock,
Series D- 1 Preferred Stock, Series D-2 Preferred Stock, warrants or other
securities of the Company held by each shareholder as of the date of this
Agreement, (2) the consideration paid to the Company, if any, therefor and, (3)
with respect to any holder of preferred stock, warrants, options or other
similar convertible security or conversion or exchange right, (a) the number of
such securities or rights granted, (b) the number and type of security of the
Company into which such securities or rights are exercisable, convertible or
exchangeable for, (c) the conversion or exercise price, if any, of such
securities and (d) the number of such securities or rights that have not been
exercised, converted or exchanged. All the outstanding shares of capital stock
of the Company have been duly authorized, are validly issued and are fully paid
and nonassessable. The shares of Common Stock issuable upon exercise of the
Warrants, when so issued, will he duly authorized,
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validly issued and fully paid and nonassessable. Except as otherwise set forth
on Exhibit 6.19 and except for the Warrants, there are no options, warrants or
rights to purchase shares of capital stock or other securities of the Company
authorized, issued or outstanding, nor is the Company obligated in any other
manner to issue shares of its capital stock or other securities. Except as
otherwise set forth on Exhibit 6.19 or as set forth in the Shareholders
Agreement and the Co-Sale Agreement, there are no restrictions on the transfer
of shares of capital stock of the Company other than those imposed by relevant
state and federal securities laws. Except as set forth in this Agreement, in the
Warrants, in the Shareholders Agreement, in the Co-Sale Agreement or as
otherwise set forth on Exhibit 6.19, no holder of any security of the Company is
entitled to preemptive or similar statutory or contractual rights, either
arising pursuant to any agreement or instrument to which the Company is a party,
or which are otherwise binding upon the Company. The offer and sale of all
shares of capital stock and other securities of the Company issued before the
Closing complied with or were exempt from all federal and state securities laws.
6.20. Capital Stock of Subsidiaries. The Company owns all of the
outstanding capital stock of each of the Subsidiaries, beneficially and of
record, free and clear of all liens, encumbrances, restrictions and claims of
every kind. All the outstanding shares of capital stock of each of the
Subsidiaries have been duly authorized, are validly issued and are fully paid
and nonassessable. There are no options, warrants or rights to purchase shares
of capital stock or other securities of any of the Subsidiaries authorized,
issued or outstanding, nor is any Subsidiary obligated in any other manner to
issue shares of its capital stock or other securities.
6.21. Labor Relations. To the best knowledge of the Company, no labor union
or any representative thereof has made any attempt to organize or represent
employees of the Company or any of its Subsidiaries. There are no unfair labor
practice charges, pending trials with respect to unfair labor practice charges,
pending material grievance proceedings or adverse decisions of a Trial Examiner
of the National Labor Relations Board against the Company or any of its
Subsidiaries. Furthermore, to the best knowledge of the Company, relations with
employees of the Company and its Subsidiaries are good and there is no reason to
believe that any material labor difficulties will arise in the foreseeable
future.

6.22. Insurance. The Company and each of its Subsidiaries has insurance
covering its properties and business adequate and customary for the type and
scope of its properties and business, but in any event in amounts sufficient to
prevent the Company and its Subsidiaries from becoming co-insurers.
6.23. Books and Records. The books of account, ledgers, order books,
records and documents of the Company and its Subsidiaries accurately and
completely reflect all material information relating to the business of the
Company and its Subsidiaries, the nature, acquisition, maintenance, location and
collection of the assets of the Company and its Subsidiaries, and the nature of
all transactions giving rise to the obligations or accounts receivable of the
Company and its Subsidiaries.
6.24. Foreign Corrupt Practices Act. Each of the Company and its
Subsidiaries has reviewed its practices and policies and to the best of its
knowledge and belief is not engaged, nor, to the best of its knowledge, has any
of its officers, directors, employees or agents engaged,
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in any act or practice which would constitute a violation of the Foreign Corrupt
Practices Act of 1977, or any rules or regulations promulgated thereunder.
6.25. Registration Rights. Other than pursuant to the terms of the
Registration Agreement and the Warrant Agreement dated November 10, 1994 between
the Company and Heller Financial, Inc., no Person has demand or other rights to
cause the Company or any of its Subsidiaries to file any registration statement
under the Securities Act relating to any securities of the Company or any of its
Subsidiaries or any right to participate in any such registration statement.
6.26. Other Agreements. Except for alarm monitoring contract purchase
agreements and master contract monitoring agreements entered into in the
ordinary course of business and except as specifically contemplated by this
Agreement or as set forth on Exhibit 6.26 attached hereto, neither the Company
nor any of its Subsidiaries is a party to or otherwise bound or affected by any
written or oral:
(a) agreement, contract or commitment with any present or former
shareholder, director, officer, employee or consultant or for the employment of
any Person, including without limitation any consultant;
(b) agreement, contract, commitment or arrangement with any labor
union or other representative of employees;
(c) agreement, contract or commitment for the purchase of, or payment
for, supplies or products, or for the performance of services by a third party,
involving in any one case future payments of $150,000 or more;
(d) agreement, contract or commitment to sell or supply products or to
perform services, involving in any one case future payments of $150,000 or more;
(e) agreement, contract or commitment continuing over a period of more
than six months from the date hereof or exceeding future payments of $150,000 in
value;
(f) representative or sales agency agreement, contract or commitment;
(g) lease under which it is either lessor or lessee;
(h) note, debenture, bond, conditional sale agreement, equipment trust
agreement, letter of credit agreement, loan agreement or other agreement or
contract, commitment or arrangement for the borrowing or lending of money
(including without limitation loans to or from officers, directors, any
shareholder or any member of any of their immediate families), agreement,
contract, commitment or arrangement for a line of credit or guarantee, pledge or
undertaking in any manner whatsoever of the indebtedness of any other Person;
(i) agreement, contract or commitment for any charitable or political
contribution;
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(j) agreement, contract or commitment for any capital expenditure
after the date hereof in excess of $150,000;
(k) agreement, contract or commitment limiting or restraining it from
engaging or competing in any lines of business with any Person, nor is any
officer or employee of the Company or any Subsidiary subject to any such
agreement except where such limitation runs to the benefit of the Company;
(l) license, franchise, distributorship or other similar agreement,
contract or commitment, including without limitation those which relate in whole

or in part to any patent, trademark, trade name, service mark or copyright or to
any ideas, technical assistance or other know-how of or used by the Company or
any Subsidiary; or
(m) agreement, contract or commitment not made in the ordinary course
of business exceeding the sum of $150,000 in value or liability after the date
hereof.
The Company and each of its Subsidiaries and, to the best of the Company's
knowledge, each other party thereto have in all material respects performed all
the obligations required to be performed by them to date, have received no
notice of default and are not in material default under any lease, agreement or
contract now in effect to which the Company or any of its Subsidiaries is a
party or by which the Company or any of its Subsidiaries or its respective
property may be bound. Neither the Company nor any of its Subsidiaries has any
present expectation or intention of not fully performing all its obligations
under each such lease, contract or other agreement, and the Company has no
knowledge of any material breach or anticipated material breach by the other
party to any contract or commitment to which the Company or any of its
Subsidiaries is a party. Neither the execution and delivery of this Agreement
and the Operative Documents, nor the consummation of any of the transactions
contemplated hereby or thereby, has constituted or resulted in or will
constitute or result in a default or violation of any term or provision of any
such lease, contract or other agreement.
6.27. Hazardous and Toxic Materials. (a) None of the properties owned,
leased or operated by the Company or any of its Subsidiaries is in material
violation of any federal, state or local laws, ordinances, regulations, or
policies existing or enacted relating to the environment, health and safety, any
Hazardous Discharges (as hereinafter defined) or to industrial hygiene or the
environmental conditions on, under or about any of the property owned, leased or
operated by the Company or any of its Subsidiaries, including, without
limitation, soil and ground water conditions; (b) neither the Company nor any of
its Subsidiaries has received any complaint, order, citation or notice with
regard to air emissions, Hazardous Discharges or other environmental, health or
safety matters affecting any of the properties at any time owned, leased or
operated by the Company or any of its Subsidiaries or the businesses therein
conducted, and (c) there has been no spill, discharge, release or cleanup of any
hazardous or toxic waste or substance or any oil or pesticide which would result
(or be reasonably likely to result) in a Material Adverse Effect ("Hazardous
Substances") at any of the properties at any time owned, leased or operated by
the Company or any of its Subsidiaries, including, without limitation, into or
upon any of its soils, surface water, ground water or the improvements located
thereon (a "Hazardous Discharge"). To the extent that any of the properties
owned, leased or operated by the Company or any of its Subsidiaries are used for
the handling, storage, transportation or
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disposal of hazardous or toxic materials, such use is in accordance with all
federal, state and local environmental laws, rules, and regulations which apply
to the handling, storage, transportation or disposal of hazardous or toxic
materials and the Company and each of its Subsidiaries has obtained any and all
necessary permits, licenses and approvals with respect to such use, including
without limitation, United States Environmental Protection Agency identification
numbers, hazardous waste manifests and hazardous waste permits required under
the Federal Resource Conversation and Recovery Act.
6.28. [Intentionally Omitted].
6.29. Representations and Warranties Incorporated from Loan Agreement. Each
of the representations and warranties given by the Company to the Banks in the
Third Amendment Agreement to Loan Agreement is true and correct in all material
respects as of the Closing Date.
6.30. U.S. Real Property Holding Corporation. Neither the Company nor any
of its Subsidiaries is now, nor will it be immediately after the Closing, a
"United States Real Property Holding Corporation" as defined in Section
897(c)(2) of the Code and Section 1.897-2(b) of the Regulations promulgated by
the Internal Revenue Service.
6.31. Status under Certain Statutes. Neither the Company nor any Subsidiary
is subject to regulation under the Investment Company Act of 1940, as amended,
the Public Utility Holding Company Act of 1935, as amended, the ICC Termination
Act of 1995, as amended, or the Federal Power Act, as amended.
6.32. Foreign Asset Control Regulations. Neither the sale of the Notes and
the Warrants by the Company hereunder nor its use of the proceeds thereof will
violate the Anti-Terrorism Order, the Trading with the Enemy Act, as amended, or
any of the foreign assets control regulations of the United States Treasury
Department (31 CFR., Subtitle B, Chapter V, as amended) or any enabling
legislation or executive order relating thereto.
ARTICLE VII

COVENANTS OF THE COMPANY
7.01. Affirmative Covenants of the Company Other Than Reporting
Requirements. Without limiting any other covenants and provisions hereof, the
Company covenants and agrees that, as long as any of the Securities are
outstanding (except that (1) the provisions of Sections 7.01(a), (m), (r), (s),
(t) and (v) shall terminate upon repayment in full of the aggregate outstanding
principal balance of the Notes together with all interest and Make-Whole Amount,
if any, due thereon, and (2) the remainder of the provisions of this Article
shall terminate upon the later to occur of (1) above and a Qualified IPO), it
will perform and observe the following covenants and provisions and will cause
each Subsidiary to perform and observe such of the following covenants and
provisions as are applicable to such Subsidiary:
(a) Punctual Payment. Pay the principal of, and the Make-Whole Amount
and interest on, each of the Notes at the times and place and in the manner
provided in the Notes and herein.
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(b) Payment of Taxes and Trade Debt. Pay and discharge, and cause each
Subsidiary to pay and discharge, all taxes, assessments and governmental charges
or levies imposed upon it or upon its income or profits or business, or upon any
properties belonging to it, prior to the date on which penalties attach thereto,
and all lawful claims which, if unpaid, could reasonably be expected to become a
lien or charge upon any properties of the Company or any Subsidiary, provided
that neither the Company nor any Subsidiary shall be required to pay any such
tax, assessment, charge, levy or claim which is being contested in good faith
and by appropriate proceedings if the Company or the Subsidiary concerned shall
have set aside on its books adequate reserves with respect thereto. Pay and
cause each Subsidiary to pay, when due, or in conformity with customary trade
terms, all lease obligations, all trade debt, and all other Indebtedness
incident to the operations of the Company or the Subsidiaries, except such as
are being contested in good faith and by appropriate proceedings if the Company
or the Subsidiary concerned shall have set aside on its books adequate reserves
with respect thereto.
(c) Maintenance of Insurance. Maintain, and cause each Subsidiary to
maintain, insurance with responsible and reputable insurance companies or
associations in such amounts and covering such risks as is usually carried by
companies engaged in similar businesses and owning similar properties in the
same general areas in which the Company or such Subsidiary operates, but in any
event in amounts sufficient to prevent the Company or such Subsidiary from
becoming a co-insurer.
(d) Preservation of Corporate Existence. Preserve and maintain, and
cause each Subsidiary to preserve and maintain, its corporate existence, rights,
franchises and privileges in the jurisdiction of its incorporation, and qualify
and remain qualified, and cause each Subsidiary to qualify and remain qualified,
as a foreign corporation in each jurisdiction in which such qualification is
necessary or desirable in view of its business and operations or the ownership
of its properties, except where the failure to remain so qualified would not,
either individually or in the aggregate, have (or be reasonably likely to have)
a Material Adverse Effect; provided, however, that nothing herein contained
shall prevent any merger, consolidation or transfer of assets permitted by
subsection 7.02(e). Preserve and maintain, and cause each Subsidiary to preserve
and maintain, all intellectual property licenses and other rights to use
patents, processes, licenses, trademarks, trade names, inventions, intellectual
property rights or copyrights owned or possessed by it and necessary to the
conduct of its business.
(e) Compliance with Laws. Comply, and cause each Subsidiary to comply,
with all applicable laws, rules, regulations and orders of any governmental
authority, the noncompliance with which could have a Material Adverse Effect.
(f) Inspection Rights. At any reasonable time during the Company's
normal business hours and upon at least three days' prior written notice, permit
the Purchasers or any of their agents or representatives to examine and make
copies of and extracts from the records and books of account of, and visit and
inspect the properties of, the Company and any Subsidiary, and to discuss the
affairs, finances and accounts of the Company and any Subsidiary with any of
their officers or directors and independent accountants. All reasonable
out-of-pocket expenses of the Purchasers (or their agents or representatives),
the Company or any Subsidiary incurred in connection with such inspection rights
shall be borne by the Company until the Notes and all interest and Make-Whole
Amount thereon are paid in full, and thereafter the Purchasers shall
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bear their own expenses. Notwithstanding the foregoing, so long as no Event of
Default has occurred and is continuing, the Company shall only be required to
reimburse the Purchasers for their expenses related to one, but not more than
one, examination per calendar year.

(g) Keeping of Records and Books of Account. Keep, and cause each
Subsidiary to keep, adequate records and books of account, in which complete
entries will be made in accordance with GAAP, reflecting all financial
transactions of the Company and each Subsidiary, and in which, for each fiscal
year, all proper reserves for depreciation, depletion, obsolescence,
amortization, taxes, bad debts and other purposes in connection with its
business shall be made.
(h) Maintenance of Properties, Etc. Maintain and preserve, and cause
each Subsidiary to maintain and preserve, all of its properties, necessary or
useful in the proper conduct of its business, in good repair, working order and
condition, ordinary wear and tear excepted.
(i) Compliance with ERISA. Comply, and cause each Subsidiary to
comply, with all minimum funding requirements applicable to any pension or other
employee benefit or employee contribution plans which are subject to ERISA or to
the Code, and comply, and cause each Subsidiary to comply, in all other material
respects with the provisions of ERISA and the Code, and the rules and
regulations thereunder, which are applicable to any such plan. Neither the
Company nor any Subsidiary will permit any event or condition to exist which
could permit any such plan to be terminated under circumstances which would
cause the lien provided for in Section 4068 of ERISA to attach to the assets of
the Company or any Subsidiary.
(j) Foreign Corrupt Practices Act. Comply, and cause each Subsidiary
to comply, and cause each officer, director, employee and agent of the Company
and each Subsidiary to comply, at all times with the prohibitions on certain
acts and practices set forth in the Foreign Corrupt Practices Act of 1977, and
any rules of regulations promulgated thereunder.
(k) Equal Employment Opportunity. Comply, and cause each Subsidiary to
comply, in all material respects with all applicable laws of the United States,
the State of Texas, and of each other applicable jurisdiction relating to equal
employment opportunity, any rules, regulations, administrative orders and
executive orders relating thereto and the applicable terms, relating to equal
employment opportunity; provided, however, that neither the Company nor any
Subsidiary shall be considered to have failed to comply with the foregoing
during any period that any matter relating to the Company's or such Subsidiary's
employment practices is being contested by the Company or such Subsidiary in
appropriate proceedings, or thereafter, if the Company or such Subsidiary
complies with any final determination issued in such proceedings.
(l) Attendance at Board Meetings. Permit each Purchaser or its
designee to have one observer attend each meeting of the board of directors of
the Company and any committee thereof. The Company will send to the Purchasers
and their designee the notice of the time and place of any such meeting in the
same manner and at the same time as notice is sent to the directors or committee
members, as the case may be; provided, however, that the Purchasers and their
designee shall always receive at least 48 hours' prior notice of any meeting.
The Company shall also provide to the Purchasers copies of all notices, reports,
minutes, consents
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and other documents at the time and in the manner as they are provided to the
board of directors or committees.
(m) Payment of Senior Debt by the Purchasers. In the event that any
default occurs in the payment of the principal of or any interest on any Senior
Debt and such default shall continue for a period of thirty (30) days (or such
shorter period as is necessary in order to permit the Purchasers to act pursuant
to this subsection prior to any acceleration of such Senior Debt) without waiver
or forbearance by the Bank, permit the Purchasers, on behalf of the Company, to
cure such default, to prepay in full any such Senior Debt or to purchase such
Senior Debt, upon the terms and conditions set forth in the Bank Subordination
Agreement.
(n) Board of Directors and Committees. The board of directors of the
Company shall meet at least four (4) times per calendar year. The Company shall
at all times maintain a Compensation Committee and an Audit Committee of its
board of directors. For as long as any Notes are outstanding, the Company shall
reimburse the Purchasers' board observer for all reasonable out-of-pocket costs
incurred by it in connection with traveling to and from and attending meetings
of the board of directors and committees of the board of directors of the
Company; thereafter, the Purchasers shall bear any and all such expenses
incurred by their board observer.
(o) U.S. Real Property Holding Corporation. The Company shall, and
shall cause each Subsidiary (if and when such Subsidiary exists) to, conduct its
business, and do or cause to be done any and all actions as are necessary, so
that neither the Company nor any Subsidiary shall at any time be a "United
States Real Property Holding Corporation" as defined in Section 897(c)(2) of the
Code and Section 1.897-2(b) of the Regulations promulgated by the Internal

Revenue Service.
(p) [Intentionally Omitted].
(q) [Intentionally Omitted].
(r) Maximum Total Debt to Annualized Net Operating Income Ratio.
Maintain a ratio of (i) Total Debt outstanding as of the end of the month
immediately preceding the last day of each fiscal quarter of the Company to (ii)
an amount equal to four (4) times Net Operating Income for the three months
ending on the last day of such fiscal quarter of not greater than the following
ratios for the periods indicated (such compliance to be determined as of the
last day of each fiscal quarter of the Company ending during such period):
Maximum Ratio of Total Debt to
Four times (4x) trailing three months' Net
Period
Operating Income
- ---------------------------------------------------------------------From the Closing Date through
December 31, 2002

4.31 to 1

From January 1, 2003 through
December 31, 2003

4.03 to 1
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From January 1, 2004 through
June 30, 2004

3.74 to 1

Thereafter

3.45 to 1

(s) Maximum Total Senior Debt to Annualized Net Operating Income
Ratio. Maintain a ratio of (i) Total Senior Debt outstanding as of the end of
the immediately preceding month to (ii) an amount equal to twelve (12) times Net
Operating Income for the month then ending of not greater than the following
ratios for the periods indicated (such compliance to be determined as of the
last day of any month ending during such period):
Maximum Ratio of Total Senior Debt to
Twelve times (12x) Net Operating Income
for Month then Ended
- ---------------------------------------------------------------------Period

From the Closing Date through
January 31, 2002

4.31 to 1

From February 1, 2002 through
December 31, 2002

3.74 to 1

From January 1, 2003 through
December 31, 2003

3.45 to 1

Thereafter

3.16 to 1

(t) Minimum Interest Coverage Ratio. Maintain a ratio of (i) an amount
equal to Net Operating Income for each fiscal quarter of the Company to (ii)
Total Interest Expense for such fiscal quarter of at least 1.91 to 1.0 (such
compliance in each case to be determined as of the last day of each fiscal
quarter of the Company ending during such period).
(u) [Intentionally Omitted.]
(v) Minimum Fixed Charge Coverage Ratio. Maintain a ratio of(i) an
amount equal to Net Operating Income for the period of twelve (12) consecutive
months ended on the date of determination to (ii) Fixed Charges for the same
twelve (12) month period of not less than the following ratios for the periods
indicated (such compliance to be determined as of the last day of each fiscal
quarter of the Company ending during such period):
Period
Fixed Charge Cover Ratio
- ---------------------------------------------------------------------From the Closing Date through
December 31, 2003

1.49 to 1
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From January 1, 2004 through
June 30, 2004

1.06 to 1

Thereafter

0.89 to 1

7.02. Negative Covenants of the Company. Without limiting any other
covenants and provisions hereof, the Company covenants and agrees that, as long
as any of the Securities are outstanding (except that (1) the provisions of
Sections 7.02(a), (b),(c), (d), (e), (f), (g), (i), (j), (k), (1) and (m) shall
terminate upon repayment in full of the aggregate outstanding principal balance
of the Notes together with all interest and Make-Whole Amount due thereon, and
(2) the remainder of the provisions of this Article shall terminate upon the
later to occur of (1) above and a Qualified IPO), it will comply with and
observe the following covenants and provisions, and will cause each Subsidiary
to comply with and observe such of the following covenants and provisions as are
applicable to such Subsidiary, and will not:
(a) Liens. Create, incur, assume or suffer to exist, or permit any
Subsidiary to create, incur, assume or suffer to exist, any mortgage, deed of
trust, pledge, lien, security interest or other charge or encumbrance (including
the lien or retained security title of a conditional vendor) of any nature, upon
or with respect to any of its properties, now owned or hereafter acquired, or
assign or otherwise convey any right to receive income, except that the
foregoing restrictions shall not apply to mortgages, deeds of trust, pledges,
liens, security interests or other charges or encumbrances (collectively,
"Permitted Liens"):
(i) for taxes, assessments or governmental charges or levies on
property of the Company or any Subsidiary if the same shall not at the time be
delinquent or thereafter can be paid without penalty, or are being contested in
good faith and by appropriate proceedings (and as to which adequate reserves are
being maintained);
(ii) imposed by law, such as carriers', warehousemen's and
mechanics' liens and other similar liens arising in the ordinary course of
business;
(iii) arising out of pledges or deposits under workmen's
compensation laws, unemployment insurance, old age pensions, or other social
security or retirement benefits, or similar legislation;
(iv) securing the performance of bids, tenders, contracts (other
than for the repayment of borrowed money), statutory obligations and surety
bonds;
(v) in the nature of zoning restrictions, easements and rights or
restrictions of record on the use of real property which do not materially
detract from its value or impair its use;
(vi) arising by operation of law in favor of the owner or
sublessor of leased premises and confined to the property rented;
(vii) arising from any litigation or proceeding which is being
contested in good faith by appropriate proceedings, provided, however, that no
execution or levy has been made;
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(viii) described on Exhibit 6.07 which secure the Indebtedness
set forth on Exhibit 6.08B, provided that no such lien is extended to cover
other or different property of the Company or any Subsidiary; and
(ix) liens which secure Indebtedness permitted by Section
7.02(b)(i).
(b) Indebtedness. Without the prior written consent of the Requisite
Noteholders, create, incur, assume or suffer to exist, or permit any Subsidiary
to create, incur, assume or suffer to exist, any liability with respect to
Indebtedness for borrowed money (including, without limitation, the amount of
any purchase price which is secured by a purchase money security interest) other
than (i) Senior Debt (other than Senior Subordinated Debt) in an amount not to
exceed $359,500,000, (ii) Senior Subordinated Debt in an amount not to exceed
$12 million, (iii) the Notes, (iv) Holdback Debt incurred in the ordinary course
of business and (v) an unlimited amount of Junior Subordinated Debt outstanding
at any time on a consolidated basis, provided that the incurrence and
maintenance of all such Indebtedness does not result in the Company's or any
Subsidiary's failure to comply with any of the other provisions of Article VII
hereof.
(c) Lease Obligations. Become obligated to pay rent under any leases
or other rental arrangements (including Capital Leases) under which the amount
of the aggregate lease or other payments for all such agreements or arrangements
exceeds $1,725,000 on a consolidated basis for any twelve-month period.
(d) Assumptions or Guaranties of Indebtedness of Other Persons.
Assume, guarantee, endorse or otherwise become directly or contingently liable
on, or permit any Subsidiary to assume, guarantee, endorse or otherwise become
directly or contingently liable on (including, without limitation, liability by
way of agreement, contingent or otherwise, to purchase, to provide funds for

payment, to supply funds to or otherwise invest in the debtor or otherwise to
assure the creditor against loss) any Indebtedness of any other Person, except
for guarantees by endorsement of negotiable instruments for deposit or
collection in the ordinary course of business and except by the Company with
respect to any Indebtedness of any Subsidiary which is permitted by this
Agreement.
(e) Mergers, Sale of Assets, Etc. Without the prior written consent of
the Requisite Noteholders, merge or consolidate with, or sell, assign, lease or
otherwise dispose of or voluntarily part with the control of (whether in one
transaction or in a series of transactions) any of its assets (whether now owned
or hereafter acquired) or permit any Subsidiary to do so, except tat (i) any
Subsidiary may merge into or consolidate with or transfer assets to any other
Subsidiary, (ii) any Subsidiary may merge into or transfer assets to the Company
and (iii) the Company or any Subsidiary may sell, assign, lease or otherwise
dispose of (1) inventory in the ordinary course of business, (2) equipment that
is no longer used or useful in the Company's or any of its Subsidiaries'
business or that is physically obsolete, provided that the proceeds thereof are
used first to reduce outstanding Senior Debt and then to reduce other
outstanding Indebtedness, (3) equipment the proceeds of which are applied within
thirty (30) days of such sale to the purchase of replacement equipment with like
value and function and (4) other assets, provided that: (A) the fair market
value of all of the assets sold in a given fiscal year in the aggregate does not
exceed the lesser of: (1) $15 million or (II) fifteen percent (15%) of the total
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amount outstanding in respect of principal and unpaid interest under the Loan
Agreement immediately prior to any such sale (provided, however, that the
foregoing limitation on the value of assets that may be sold in a given fiscal
year shall not be applicable if there then exists an event of default under the
Loan Agreement), (B) the assets are sold at their fair market value (determined
in good faith by the Board of Directors), (C) the sale is approved by the Board
of Directors and (D) the proceeds from such dispositions are applied first to
reduce outstanding Senior Debt and then to reduce other outstanding
Indebtedness. Notwithstanding the foregoing, the provisions of this Section
7.02(e) shall not apply to any transaction if, as a result of such transaction,
the Notes and any outstanding unpaid interest (Make-Whole Amount and other
amounts) thereon are repaid in full at the closing of such transaction.
(f) Investments in Other Persons. Without the prior written consent of
the Requisite Noteholders, make or permit any Subsidiary to make, any loan or
advance to any Person, or purchase, otherwise acquire, or permit any Subsidiary
to purchase or otherwise acquire, any capital stock, assets or other property
of, obligations of, or any interest in, any Person, except:
(i) investments by the Company or a Subsidiary in evidences of
indebtedness issued or fully guaranteed by the United States of America and
having a maturity of not more than one year from the date of acquisition;
(ii) investments by the Company or a Subsidiary in certificates
of deposit, notes, acceptances and repurchase agreements having a maturity of
not more than one year from the date of acquisition issued by a bank organized
in the United States having capital, surplus and undivided profits of at least
$100,000,000 and whose parent holding company has long-term debt rated Aal or
higher, and whose commercial paper (if rated) is rated Prime 1, by Moody's
Investors Service, Inc.;
(iii) loans or advances from a Subsidiary to the Company or from
the Company to a Subsidiary;
(iv) investments by the Company or a Subsidiary in the
highest-rated commercial paper having a maturity of not more than one year from
the date of acquisition;
(v) advances to employees for travel or relocation in accordance
with the ordinary course of business; and
(vi) acquisitions of assets, capital stock or other property
which individually and in the aggregate are not material to the Company or such
Subsidiary (assets, capital stock and other property with a fair market value of
less than $100,000 acquired in any one-year period in the aggregate shall not be
deemed "material"); provided, however, that each such acquisition can be made in
compliance with the other terms of this Agreement, including, without
limitation, Section 7.02(1); and provided further, however, that this Section
7.02(f)(vi) shall not prohibit the acquisition (either directly or indirectly
through the purchase of 100% of the outstanding ownership interests of a Person)
of alarm system monitoring contracts in the ordinary course of business.
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(g) Distributions. Without the prior written consent of the Requisite
Noteholders, declare or pay any dividends, purchase, redeem, retire, or

otherwise acquire for value any of its capital stock (or rights, options or
warrants to purchase such shares) now or hereafter outstanding, return any
capital to its stockholders as such, or make any distribution of assets to its
stockholders as such, or permit any Subsidiary to do any of the foregoing (such
transactions being hereinafter referred to as "Distributions"); provided,
however, that nothing herein contained shall prevent:
(i) the Company from effecting a stock split or declaring or
paying any dividend consisting of shares of any class of Common Stock to the
holders of shares of such class of Common Stock, provided that such stock split
or dividend is effected equally across all classes of Common Stock; or
(ii) [Intentionally Omitted]; or
(iii) any Subsidiary from declaring or making payment of cash and
stock dividends, returns of capital or distributions of assets to the Company;
or
(iv) the Company from issuing (A) Class A Common Stock pursuant
to the 1999 Stock Plan and the 2001 Stock Plan (as in effect on the date
hereof), (B) Class A Common Stock upon conversion of shares of Series A
Preferred Stock pursuant to the Articles of Incorporation, (C) Class A Common
Stock upon conversion of shares of Series B Preferred Stock pursuant to the
Articles of Incorporation, (D) Class A Common Stock upon conversion of shares of
Series C Preferred Stock pursuant to the Articles of Incorporation, (E) Class A
Common Stock and Series D-2 Preferred Stock upon conversion of the Series D-l
Preferred Stock pursuant to the Articles of Incorporation, (F) the issuance of
the Warrant Shares upon the exercise of the Warrants (capitalized terms used in
this Clause (F) shall have the meanings ascribed to them in the Articles of
Incorporation), or (G) Class A Common Stock issuable upon conversion of any
outstanding Class B Common Stock;
if in the case of any such transaction the Distribution can be made in
compliance with the other terms of this Agreement.
(h) Dealings with Affiliates. Without the prior written consent of the
Purchaser Majority, enter or permit any Subsidiary to enter into any transaction
with any holder of five percent (5%) or more of any class of capital stock of
the Company, or any member of their families or any corporation or other entity
in which any one or more of such stockholders or members of their immediate
families directly or indirectly holds five percent (5%) or more of any class of
capital stock; provided, however, that this Section 7.02(h) shall not apply to
any transaction which is governed by Section 7.02(m) or to any transaction which
is approved by the Board of Directors, is on terms no less favorable to the
Company than could be obtained from an independent third party and of which the
Purchasers have been provided with ten (10) days' prior written notice.
(i) Maintenance of Ownership of Subsidiaries. Sell or otherwise
dispose of any shares of capital stock of any Subsidiary, except to the Company
or another Subsidiary, or permit any Subsidiary to issue, sell or otherwise
dispose of any shares of its capital stock or the
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capital stock of any Subsidiary, except to the Company or another Subsidiary,
provided, however, that nothing herein contained shall prevent any merger,
consolidation or transfer of assets permitted by subsection 7.02(e).
(j) Change in Nature of Business. Without the prior written consent of
the Requisite Noteholders, make, or permit any Subsidiary to make, any material
change in the nature of its business as carried on at the date hereof.
(k) No Amendment or Waiver of Charter Documents. Amend, alter, repeal
or terminate its Articles of Incorporation (or comparable charter documents), as
amended and in effect on the date hereof, in any manner detrimental or adverse
to the interests of the holders of Notes without the prior written consent of
the Requisite Noteholders.
(l) Capital Expenditures. Make, or permit any Subsidiary to make any
Capital Expenditure, if, after giving effect thereto, the aggregate amount of
all Capital Expenditures made by the Company and its Subsidiaries during such
fiscal year would exceed Three Million Four Hundred Fifty Thousand Dollars
($3,450,000), provided that the Company may, during the fiscal year ending June
30, 2002 and during any fiscal year thereafter, carry forward up to Four Hundred
Thousand Dollars ($400,000) of permitted but unused Capital Expenditures from
the immediately preceding fiscal year, and provided further, that in no event
shall Capital Expenditures exceed Three Million Eight Hundred Fifty Thousand
Dollars ($3,850,000) in any such fiscal year.
(m) Compensation. Pay, directly or indirectly, as salary, bonuses,
fringe benefits, expenses, stock option grants, drawing accounts or otherwise
any compensation to any executive officer (or any relative of any executive
officer) of the Company or any Subsidiary not approved by the Compensation
Committee of the Board of Directors of the Company other than such compensation

arrangements as are in place as of the Closing Date.
7.03. Reporting Requirements. The Company will furnish (i) to each holder
of any Note, and (ii) until the occurrence of a Qualified IPO, except as
expressly otherwise set forth below in this Section 7.03, to each holder of any
Warrants or Warrant Shares:
(a) until the Notes, and any outstanding unpaid interest thereon, are
paid in full, together with any Make-Whole Amount due thereon, as soon as
possible and in any event within five (5) days after the occurrence of each
Event of Default or each event which, with the giving of notice or lapse of time
or both, would constitute an Event of Default, the statement of the chief
financial officer of the Company setting forth details of such Event of Default
or event and the action which the Company proposes to take with respect thereto;
(b) (i) as soon as available and in any event within thirty (30) days
after the end of each month, consolidated and consolidating balance sheets of
the Company and its Subsidiaries as of the end of such month and consolidated
and consolidating statements of income and retained earnings and of cash flows
of the Company and its Subsidiaries for such month and for the periods
commencing at the end of the previous fiscal year and ending with the end of
such month, all duly certified (subject to normal year-end adjustments) by the
chief financial officer of the Company, in the name of and on behalf of the
Company, as having been
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prepared in accordance with GAAP, and (ii) as soon as available and in any event
within forty-five (45) days after the end of each fiscal quarter until the
Notes, and any outstanding unpaid interest thereon, are paid in full, a report
setting forth the calculation of the Company's compliance with the covenants set
forth in Sections 7.0 1(r), (s), (t) and (v), duly certified (subject to normal
year-end adjustments) by the chief financial officer of the Company, in the name
of and on behalf of the Company;
(c) as soon as available and in any event within one hundred (100)
days after the end of each fiscal year of the Company, commencing with the
fiscal year ending June 30, 2002, a copy of the annual audit report for such
year for the Company and its Subsidiaries, including therein consolidated and
consolidating balance sheets of the Company and its Subsidiaries as of the end
of such fiscal year and consolidated and consolidating statements of income and
retained earnings and of cash flows of the Company and its Subsidiaries for such
fiscal year, setting forth in each case in comparative form the corresponding
figures for the preceding fiscal year, all duly certified by Ernst & Young LLP
or other independent public accountants of recognized national standing
acceptable to the Requisite Noteholders and including a discussion by the
Company's management of any variance from the Budget for the fiscal year just
ended.
(d) each year at the time and in the form customarily prepared by
management for internal use, (x) an operating budget (the "Budget") of the
Company and its Subsidiaries for the next fiscal year, and (y) three to five
year financial plans for the Company and the Subsidiaries;
(e) until the Notes, and any outstanding unpaid interest thereon,
together with any Make-Whole Amount due thereon, are paid in full, at the time
of delivery of each monthly and annual statement, (1) a certificate, executed by
the chief financial officer of the Company, in the name of and on behalf of the
Company, stating that such officer has caused this Agreement, the Notes, and the
Warrants to be reviewed and has no knowledge of any default by the Company or
any Subsidiary in the performance or observance of any of the provisions of this
Agreement, the Notes or the Warrants or, if such officer has such knowledge,
specifying such default and the nature thereof, and setting forth computations
in reasonable detail demonstrating compliance with the provisions of Sections
7.02(b) and (d); and (2) a statement setting forth computations in reasonable
detail demonstrating compliance with the provisions of Section 7 of the Loan
Agreement;
(f) until the Notes, and any outstanding unpaid interest thereon, are
paid in full, at the time of delivery of each annual statement, a certificate
executed by the Company's independent public accountants, setting forth
computations in reasonable detail demonstrating compliance with the provisions
of Sections 7.01(r), (s), (t) and (v) and Sections 7.02(b) and (d);
(g) promptly upon receipt thereof, any written report submitted to the
Company or any Subsidiary by independent public accountants in connection with
an annual or interim audit of the books of the Company and the Subsidiaries made
by such accountants;
(h) promptly after the commencement thereof, notice of all actions,
suits and proceedings before any court or governmental department, commission,
board, bureau, agency or
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instrumentality, domestic or foreign, affecting the Company or any Subsidiary of
the type described in Section 6.04;
(i) unless otherwise provided pursuant to this Section 7.03,
simultaneously as they are sent to the Bank, copies of all financial statements,
reports and other information delivered by the Company to the Banks;
(j) promptly after sending, making available, or filing the same, such
reports and financial statements as the Company or any Subsidiary shall send or
make available to the stockholders of the Company or the Commission; and
(k) until the Notes, and any outstanding unpaid interest (Make-Whole
Amount and other amounts) thereon, are paid in lull, such other information
respecting the business, assets, liabilities, financial condition, results of
operations or prospects of the Company or any of its Subsidiaries as the
Purchasers may from time to time reasonably request, and to make available to
the Purchasers and their representatives, members of management and employees
with significant responsibilities (such as department heads) for the purposes of
updating the Purchasers as to the condition of the Company and its Subsidiaries.
ARTICLE VIII
EVENTS OF DEFAULT
8.01. Events of Default. If any of the following events ("Events of
Default") shall occur and be continuing:
(a) The Company shall fail to pay any principal of or Make-Whole
Amount on any of the Notes when due, whether at maturity or at a date fixed for
prepayment or by declaration or otherwise, or
(b) The Company shall fail to pay any interest on any of the Notes
when due and such failure shall continue for five (5) Business Days; or
(c) he Company (i) shall default in the performance of any covenant
contained in Sections 7.01(r), (s), (t) and (v) or Sections 7.02(a), (b)or (g)
or Section 7.03(a); or (ii) shall default in the performance of any other
covenant contained in Section 7.02 and such default shall remain unremedied for
ten (10) days; or
(d) Any representation or warranty made by the Company in this
Agreement or by the Company (or any of its officers) in any certificate,
instrument or written statement contemplated by or made or delivered pursuant to
or in connection with this Agreement, shall prove to have been incorrect when
made in any material respect; or
(e) The Company or any Subsidiary shall fail to perform or observe any
other term, covenant or agreement contained in this Agreement, the Notes or the
Warrants on its part to be performed or observed and any such failure remains
unremedied for twenty (20) days after written notice thereof shall have been
given to the Company by any registered holder of the Notes; or
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(f) The Company or any Subsidiary shall fail to pay any Indebtedness
exceeding $100,000 owing by the Company or such Subsidiary (as the case may be),
or any interest or premium thereon, when due (or, if permitted by the terms of
the relevant document, within any applicable grace period), whether such
Indebtedness shall become due by scheduled maturity, by required prepayment, by
acceleration, by demand or otherwise, unless such failure to pay shall be waived
by the holder or holders of such Indebtedness or such trustee or trustees; or
(g) The Company or any Subsidiary shall be involved in financial
difficulties evidenced (i) by its admitting in writing its inability to pay its
debts generally as they become due; (ii) by its commencement of a voluntary case
under Title II of the United States Code as from time to time in effect, or by
its authorizing, by appropriate proceedings of its board of directors or other
governing body, the commencement of such a voluntary case; (iii) by its filing
an answer or other pleading admitting or failing to deny the material
allegations of a petition filed against it commencing an involuntary case under
said Title 11, or seeking, consenting to or acquiescing in the relief therein
provided, or by its failing to controvert timely the material allegations of any
such petition; (iv) by the entry of an order for relief in any involuntary case
commenced under said Title 11; (v) by its seeking relief as a debtor under any
applicable law, other than said Title 11, of any jurisdiction relating to the
liquidation or reorganization of debtors or to the modification or alteration of
the rights of creditors, or by its consenting to or acquiescing in such relief;
(vi) by the entry of an order by a court of competent jurisdiction (A) finding
it to be bankrupt or insolvent, (B) ordering or approving its liquidation,
reorganization or any modification or alteration of the rights of its creditors,
or (C) assuming custody of, or appointing a receiver or other custodian for, all
or a substantial part of its property; or (vii) by its making an assignment for
the benefit of, or entering into a composition with, its creditors, or

appointing or consenting to the appointment of a receiver or other custodian for
all or a substantial part of its property; or
(h) Any judgment, writ,
process shall be issued or levied
the Company or any Subsidiary and
not be released, vacated or fully
or levy;

warrant of attachment or execution or similar
against a substantial part of the property of
such judgment, writ, or similar process shall
bonded within sixty (60) days after its issue

then, and in any such event,
(1) the Requisite Noteholders may, by notice to the Company,
declare the entire unpaid principal amount of the Notes, all interest
accrued and unpaid thereon, the Make-Whole Amount with respect thereto and
all other amounts payable under this Agreement to be forthwith due and
payable, whereupon the Notes, all such accrued interest, all such
Make-Whole Amount and all such amounts shall become and be forthwith due
and payable (unless there shall have occurred an Event of Default under
Section 8.01(g) in which case all such amounts shall automatically become
due and payable), without presentment, demand, protest or further notice of
any kind, all of which are hereby expressly waived by the Company, and
(2) the Requisite Noteholders may proceed to protect and enforce
their rights by suit in equity (including without limitation a suit for
rescission), action at law
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and/or other appropriate proceeding either for specific performance of any
covenant, provision or condition contained or incorporated by reference in
this Agreement or any term of the Articles of Incorporation, or in aid of
the exercise of any power granted in this Agreement or in the Articles of
Incorporation.
Without in any way limiting the rights of the holders of the Notes, the
Company hereby agrees that the holders of the Warrants or the Warrant Shares
would have no adequate remedy at law, for monetary compensation or otherwise,
for the damages that would be suffered if the Company were to fail to comply
with its obligations under Article III hereof, and that the Company therefore
agrees that the holders of the Warrants and the Warrant Shares shall be entitled
to obtain specific performance of the Company's obligations under Article III of
this Agreement.
8.02. Annulment of Defaults. Section 8.01 is subject to the condition that,
if at any time after the principal of any of the Notes shall have become due and
payable, and before any judgment or decree for the payment of the moneys so due,
or any thereof, shall have been entered, then and in every such case the
Requisite Noteholders may, by written instrument filed with the Company, rescind
and annul such declaration and its consequences; but no such rescission or
annulment shall extend to or affect any subsequent default or Event of Default
or impair any right consequent thereon.
ARTICLE IX
MISCELLANEOUS
9.01. No Waiver; Cumulative Remedies. No failure or delay on the part of
any Purchaser, or any other holder of the Notes, Warrants or Warrant Shares in
exercising any right, power or remedy hereunder shall operate as a waiver
thereof; nor shall any single or partial exercise of any such right, power or
remedy preclude any other or further exercise thereof or the exercise of any
other right, power or remedy hereunder. The remedies herein provided are
cumulative and not exclusive of any remedies provided by law.
9.02. Amendments, Waivers and Consents. Any provision in this Agreement,
the Notes, the Warrants or the other Operative Documents to the contrary
notwithstanding, changes in or additions to this Agreement may be made, and
compliance with any covenant or provision herein set forth may be omitted or
waived, if the Company shall obtain prior consent thereto in writing from the
Purchaser Majority, and shall, in any case, deliver copies of such consent in
writing to all other holders of Notes and Warrants (or Warrant Shares); provided
that no such consent shall be effective to reduce or to postpone the date fixed
for the payment of the principal (including any required redemption) or interest
(or Make-Whole Amount) payable on any Note without the prior written consent of
the holder thereof, or, without the prior written consent of each holder of a
Note and Warrant (or Warrant Shares), to alter or amend the consent mechanism
provided for under this Section 9.02 or to alter or amend any provision of
Section 2.05, 2.06, 3.09, 3.10, 9.07, 9.08 or 9.09 hereof. Any waiver or consent
may be given subject to satisfaction of conditions stated therein and any waiver
or consent shall be effective only in the specific instance and for the specific
purpose for which given. Written notice of any waiver or consent effected under
this subsection shall promptly be delivered by the Company to any holders who
did not execute the same.
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9.03. Addresses for Notices, Etc. All notices, requests, demands and other
communications provided for hereunder shall be in writing and mailed (by first
class registered or certified mail, postage prepaid), telegraphed, sent by
express overnight courier service or electronic facsimile transmission with a
copy by mail, or delivered to the applicable party at the addresses indicated
below:
If to the Company:
Monitronics International, Inc.
12801 Stemmons Freeway
Suite 821
Dallas, Texas 75234
Attention: James R. Hull
Telecopy No.: (972) 484-1393
With a copy to:
Vinson & Elkins L.L.P.
2001 Ross Avenue
Suite 3700
Dallas, Texas 75201
Attention: Christine Hathaway, Esq.
Telecopy No.: (214) 999-7714
If to a Purchaser:
To the address of such Purchaser
specified in Schedule A attached hereto
If to any other holder of the Notes or Warrants:
at such holder's address for notice as set
forth in the transfer records of the
Company
or, as to each of the foregoing, at such other address as shall be designated by
such Person in a written notice to the other party complying as to delivery with
the terms of this Section. All such notices, requests, demands and other
communications shall, when mailed, telegraphed or sent, respectively, be
effective (i) two days after being deposited in the mails or (ii) one day after
being delivered to the telegraph company, deposited with the express overnight
courier service or sent by electronic facsimile transmission (with receipt
confirmed), respectively, addressed as aforesaid.
9.04. Costs, Expenses and Taxes. The Company agrees to pay on demand all
costs and expenses of the Purchasers in connection with the preparation,
execution and delivery of this Agreement, the Notes, the Warrants, the other
Operative Documents and other instruments and documents to be delivered
hereunder, and in connection with the consummation of the
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transactions contemplated hereby and thereby, as well as all costs and expenses
of the Purchasers in connection with the amendment, waiver (whether or not such
amendment or waiver becomes effective) or enforcement of this Agreement, the
Notes, the Warrants, the other Operative Documents, and other instruments and
documents to be delivered hereunder and thereunder. Notwithstanding the
preceding sentence, and in addition to the provisions of such sentence, the
Company agrees to pay on demand all fees and out-of-pocket expenses of Schiff
Hardin & Waite, special counsel to the Purchasers, in connection with the
transactions contemplated by this Agreement, including any amendment, waiver
(whether or not such amendment or waiver becomes effective) or enforcement of
this Agreement, the Notes, the Warrants, the Operative Documents, aid other
instruments and documents to be delivered hereunder and thereunder. En addition,
the Company agrees to pay any and all stamp and other taxes payable or
determined to be payable in connection with the execution and delivery of this
Agreement, the Notes, the Warrants, the other Operative Documents, and the other
instruments and documents to be delivered hereunder or thereunder and the
Company agrees to save each Purchaser harmless from and against any and all
liabilities with respect to or resulting from any delay in paying or omission to
pay such taxes and filing fees.
9.05. Binding Effect; Assignment. This Agreement shall be binding upon and
inure to the benefit of the Company and each of the Purchasers and their
respective successors and assigns, except that the Company shall not have the
right to assign its rights hereunder or any interest therein without the prior
written consent of the Purchasers. Except as expressly set forth herein, nothing
in this Agreement shall confer any claim, right, interest or remedy on any third
party or inure to the benefit of any third party.
9.06. Provisions of Loan Agreement. Whenever any provision of the Loan

Agreement is referred to herein or in any instrument furnished hereunder as
expressing or constituting a covenant, obligation, condition or limitation of
this Agreement or of such instrument or as expressing or constituting a
representation herein or therein (a) such provision shall be deemed incorporated
herein or therein at length, (b)except as otherwise provided herein or in such
instrument the terms used in such provision referred to shall have the meanings
set forth in the Loan Agreement, and (c) any covenant incorporated herein by
reference from such agreement shall continue in effect for the benefit of the
Purchasers so long as the Notes, or any unpaid principal or interest thereon,
are outstanding. Except as otherwise specifically provided herein, and except
for amendments or modifications to which the Purchasers consent in writing, no
modification of or amendment to, or waiver of, any provision of any of the Loan
Agreement and no payment of the indebtedness outstanding thereunder or
satisfaction or cancellation thereof, shall modify, amend, waive or otherwise
affect any provision thereof as referred to in this Agreement or in any
instrument furnished hereunder, which provision, for the purpose of this
Agreement and such instrument, shall remain unmodified and in full force and
effect.
9.07. Payments in Respect of Notes. Each Purchaser and any successor holder
of the Notes, by their acceptance thereof, agree that, with respect to all sums
received by them applicable to the payment of principal of or interest (or
Make-Whole Amount) on the Notes, equitable adjustment will be made among them so
that, in effect, all such sums shall be shared ratably by all of the holders of
the Notes whether received by voluntary payment, by realization upon security,
by the exercise of the right of setoff, by counterclaim or cross-action or by
the enforcement of any or all of the Notes. If any holder of the Notes receives
any payment on its
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Notes in excess of its pro rata portion, then such holder receiving such excess
payment shall purchase for cash from the other holders an interest in their
Notes in such amounts as shall result in a ratable participation by all of the
holders in the aggregate unpaid amount of Notes then outstanding. The Company
shall not have any obligation to any Person under this Section 9.07.
9.08. Payments in Respect of Warrants. Each Purchaser and any successor
holder of the Warrants, by their acceptance thereof, agree that, with respect to
the sale to, or repurchase by, the Company or any Person directly or indirectly
affiliated with the Company or any of its directors, officers, or shareholders,
of the Warrants, equitable adjustment will be made among the holders of the
Warrants so that in effect all sums so received shall be shared ratably in
proportion to their respective holdings of Warrants. If any holder of the
Warrants receives any such sum in respect of its Warrants in excess of its pro
rats portion, then such holder receiving such excess shall purchase for cash
from the other holders of the Warrants an interest in their Warrants in such
amount as shall result in a ratable participation of all of the holders in the
aggregate of all Warrants then outstanding. The Company shall not have any
obligation to any Person under this Section 9.08.
9.09. Indemnification. The Company agrees to indemnify and hold harmless
each Purchaser, its subsidiaries, directors, officers, partners, counsel and
employees, from and against any and all liability (including, without
limitation, reasonable legal fees incurred in defending against any such
liability) under, arising out of or relating to this Agreement, the Notes, the
Warrants and the Warrant Shares, the transactions contemplated hereby or thereby
or in connection herewith or therewith, including (to the maximum extent
permitted by law) any liability arising under federal or state securities laws,
except to the extent such liability shall result from any act or omission on the
part of such Purchaser or its employees, agents, brokers or other
representatives. The obligations of the Company under this Section 9.09 shall
survive and continue to be in full force and effect notwithstanding (a) the
repayment of the Notes and (b) the termination of this Agreement.
9.10. Survival of Representations and Warranties. All representations and
warranties made in this Agreement, the Notes, the Warrants, the Operative
Documents or any other instrument or document delivered in connection herewith
or therewith, shall survive the execution and delivery hereof and thereof,
regardless of any investigation made by the Purchasers or on behalf of the
Purchasers.
9.11. Entire Agreement. This Agreement, as the same may be amended from
time to time, constitutes the entire agreement between the parties and
supersedes any prior understandings or agreements concerning the subject matter
hereof.
9.12. Severability. The invalidity or unenforceability of any provision
hereof shall in no way affect the validity or enforceability of any other
provision.
9.13. Governing Law. This Agreement shall be governed by, and construed in
accordance with, the internal laws of the State of New York.
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9.14. WAIVER OF RIGHT TO JURY TRIAL. THE PARTIES HEREBY WAIVE ALL RIGHTS TO
A TRIAL BY JURY FOR ALL LEGAL PROCEEDINGS CONCERNING THIS AGREEMENT, THE NOTES
OR THE WARRANTS.
9.15. Headings. Article, Section and subsection headings in this Agreement
are included herein for convenience of reference only and shall not constitute a
part of this Agreement for any other purpose.
9.16. [Intentionally Omitted].
9.17. Counterparts. This Agreement may be executed in any number of
counterparts, all of which taken together shall constitute one and the same
instrument, and each of the parties hereto may execute this Agreement by signing
any such counterpart.
9.18. Further Assurances. From and after, the date of this Agreement, upon
the request of the Purchasers, the Company and each Subsidiary shall execute and
deliver such instruments, documents and other writings as may be reasonably
necessary or desirable to confirm and carry out and to effectuate fully the
intent and purposes of this Agreement, the Notes and the Warrants. Without
limiting the foregoing, the Company agrees at any time upon request of the
Purchaser Majority, at the Company's sole expense, to take such actions as the
Purchaser Majority may request to establish a paying agent for the Purchasers
for purposes of this Agreement located in the State of New York.
9.19. CONSENT TO JURISDICTION. THE COMPANY IRREVOCABLY SUBMITS TO THE
NON-EXCLUSIVE JURISDICTION OF ANY STATE OR FEDERAL COURT SITTING IN THE STATE OF
NEW YORK OVER ANY SUIT, ACTION OR PROCEEDING ARISING OUT OF OR RELATING TO THIS
AGREEMENT OR ANY OF THE NOTES OR THE WARRANTS OR WARRANT SHARES. TO THE FULLEST
EXTENT IT MAY EFFECTIVELY DO SO UNDER APPLICABLE LAW, THE COMPANY IRREVOCABLY
WAIVES AND AGREES NOT TO ASSERT, BY WAY OF MOTION, AS A DEFENSE OR OTHERWISE,
ANY CLAIM THAT IT IS NOT SUBJECT TO THE JURISDICTION OF ANY SUCH COURT, ANY
OBJECTION THAT IT MAY NOW OR HEREAFTER HAVE TO THE LAYING OF THE VENUE OF ANY
SUCH SUIT, ACTION OR PROCEEDING BROUGHT IN ANY SUCH COURT AND ANY CLAIM THAT ANY
SUCH SUIT, ACTION OR PROCEEDING BROUGHT IN ANY SUCH COURT HAS BEEN BROUGHT IN AN
INCONVENIENT FORUM.
9.20. EFFECT OF JUDGMENT. THE COMPANY AGREES, TO THE FULLEST EXTENT IT MAY
EFFECTIVELY DO SO UNDER APPLICABLE LAW, THAT A JUDGMENT IN ANY SUIT, ACTION OR
PROCEEDING OF THE NATURE REFERRED TO IN SECTION 9.19 BROUGHT IN ANY SUCH COURT
SHALL, SUBJECT TO SUCH RIGHTS OF APPEAL ON ISSUES OTHER THAN JURISDICTION AS MAY
BE AVAILABLE TO THE COMPANY, BE CONCLUSIVE AND BINDING UPON THE COMPANY AND MAY
BE ENFORCED IN THE COURTS OF THE UNITED STATES OF AMERICA OR THE STATE OF NEW
YORK (OR ANY
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OTHER COURTS TO THE JURISDICTION OF WHICH THE COMPANY IS OR MAY BE SUBJECT) BY A
SUIT UPON SUCH JUDGMENT.
9.21. SERVICE OF PROCESS. THE COMPANY CONSENTS TO SERVICE OF PROCESS IN ANY
SUIT, ACTION OR PROCEEDING OF THE NATURE REFERRED TO IN SECTION 9.19 BY ACTUAL
RECEIPT OF A COPY THEREOF BY REGISTERED OR CERTIFIED MALL, POSTAGE PREPAID,
RETURN RECEIPT REQUESTED, TO THE ADDRESS OF THE COMPANY SPECIFIED IN OR
DESIGNATED PURSUANT TO SECTION 9.C3. THE COMPANY AGREES THAT SUCH SERVICE (I)
SHALL BE DEEMED EN EVERY RESPECT EFFECTIVE SERVICE OF PROCESS UPON THE COMPANY
IN ANY SUCH SUIT, ACTION OR PROCEEDING AND (II) SHALL, TO THE FULLEST EXTENT
PERMITTED BY LAW, BE TAKEN AND HELD TO BE VALID PERSONAL SERVICE UPON AND
PERSONAL DELIVERY TO THE COMPANY.
9.22. No Limitation. Nothing in Section 9.19, 9.20, 9.21 or 9.23 shall
affect the right of any Purchaser to serve process in any manner permitted by
law, or limit any right that any Purchaser may have to bring proceedings against
the Company in the courts of any jurisdiction or to enforce in any lawful manner
a judgment obtained in one jurisdiction in any other jurisdiction.
9.23. Specific Performance. Upon breach or default by the Company with
respect to any obligation hereunder, under the Notes, the Warrants or Warrant
Shares each Purchaser shall be entitled to protect and enforce its rights at
law, or in equity or by other appropriate proceedings for specific performance
of such obligation, or for an injunction against such breach or default, or in
aid of the exercise of any power or remedy granted hereby or thereby or by law.
9.24. Actions by Purchasers. Wherever in this Agreement action is required
or permitted to be taken by, or consent is required of, or a matter requires the
satisfaction of, the Purchasers, unless the context otherwise requires, such
action may be taken by, and/or such consent may be obtained from, and/or such
satisfaction may be expressed by the Purchaser Majority.
9.25. FINAL AGREEMENT. THIS AGREEMENT AND THE OTHER OPERATIVE DOCUMENTS
EMBODY THE ENTIRE AGREEMENT AND UNDERSTANDING BETWEEN THE PARTIES AND SUPERCEDE

ALL OTHER AGREEMENTS AND UNDERSTANDINGS BETWEEN SUCH PARTIES RELATING TO THE
SUBJECT MATTER HEREOF AND THEREOF. THIS AGREEMENT AND THE OPERATIVE DOCUMENTS
REPRESENT THE FINAL AGREEMENT BETWEEN THE PARTIES AND MAY NOT BE CONTRADICTED BY
EVIDENCE OF PRIOR, CONTEMPORANEOUS OR SUBSEQUENT ORAL AGREEMENTS OF THE PARTIES.
THERE ARE NO UNWRITTEN ORAL AGREEMENTS BETWEEN THE PARTIES.
9.26. MAKE-WHOLE AMOUNT. The parties hereto acknowledge and agree that each
holder of a Note has the right to maintain its investment in the Notes free from
repayment by the Company (except as herein specifically provided for) and that
the provision for payment of a
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Make-Whole Amount by the Company in the event the Notes are accelerated as a
result of an Event of Default or prepaid for any reason (including, without
limitation, a Change in Control), is intended to provide compensation for the
deprivation of such right under such circumstances.
[REMAINDER OF PAGE INTENTIONALLY LEFT BLANK]
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IN WITNESS WHEREOF, the parties hereto have hereunto set their hands as of
the date first above written.
THE NORTHWESTERN MUTUAL LIFE
INSURANCE COMPANY
By: /s/ Jeffrey J. Lueken
------------------------------Name: Jeffrey J. Lueken
Title: Authorized Representative
IN WITNESS WHEREOF, the parties hereto have hereunto set their hands as of
the date first above written.
MONITRONICS INTERNATIONAL, INC.
By: /s/ James R. Hull
------------------------------Name: James R. Hull
Title: President & CEO
[Corporate Seal]

Exhibit 10.31
FORM OF NML AMENDMENT
This First Amendment to Subordinated Note and Warrant Purchase Agreement
(this "Amendment"), dated as of August 25, 2003 (the "Effective Date"), amends
that certain Subordinated Note and Warrant Purchase Agreement dated as of
January 18, 2002 (the "Original Agreement") between Monitronics International,
Inc. (the "Company") and The Northwestern Mutual Life Insurance Company (the
"Purchaser").
A. Pursuant to the Original Agreement, the Company issued and sold to the
Purchaser 13.5% Subordinated Notes due 2009 in the aggregate principal amount of
$40,000,000 (the "Notes") and Common Stock Purchase Warrants to acquire up to an
aggregate of 1,133,328 shares of Class A Common Stock, $.0l par value per share,
of the Company.
B. The Company desires to issue $160,000,000 of Senior Subordinated Notes
due 2010 (the "Senior Subordinated Notes") pursuant to a Purchase Agreement to
be entered into among the Company, Banc of America Securities LLC and the other
initial purchasers named therein (the "Purchase Agreement") in a transaction
exempt from the registration requirements of the Securities Act of 1933 in
reliance on Rule 144A promulgated thereunder (the "Offering").
C. The Purchaser desires to purchase Senior Subordinated Notes in the
Offering.
D. The Company will use a portion of the proceeds of the issuance of the
Senior Subordinated Notes to redeem a portion of the Notes.
E. As a condition to the Purchase Agreement and in connection with the
consummation of the transactions contemplated thereby, the parties hereto desire
to amend the Original Agreement and modify the terms of the Notes that will
remain outstanding as hereinafter set forth.
NOW THEREFORE, in consideration of the premises and the agreements herein
contained, and intending to be bound hereby, the parties hereby agree as
follows:
1.

Amendment of Original Agreement.

1.01 Section 1.01 of the Original Agreement shall be amended by deleting in
their entirety the following definitions: Affiliate, Approved Alarm Purchase
Agreements, Banks, Budget, Capital Expenditure, Capital Lease, Change in
Control, Control Event, Distribution, Fixed Charges, Loan Agreement, Out of
Holdback Revenue, Permitted Lien, Preferred Stock, Restricted Payment, Senior
Debt, Senior Debt Service, Senior Subordinated Debt, Total Debt, Total Interest
Expense, and Total Senior Debt.
1.02 Section 1.01 of the Original Agreement shall be further amended by
adding the following defined terms:
"ABRY Fee" means a one-time payment to ABRY Partners, LLC of an
advisory fee to be paid on or about the Effective Date in an aggregate principal
amount not to exceed Two Million Seven Hundred Thousand Dollars ($2,700,000).
"Acquired RMR" shall mean Recurring Monthly Revenue under Security
Alarm Contracts acquired under Approved Alarm Purchase Agreements (but only to
the extent such Acquired RMR is payable to the Company).
"Additional Permitted Subordinated Debt" shall have the meaning
assigned to that term in the Loan Agreement as in effect on the date hereof.
"Affiliate" means as to any Person any other Person at the time
directly or indirectly controlling, controlled by or under direct or indirect
common control with such Person. For purposes of this definition, "control" of a
Person means the power, directly or indirectly, either to (i) vote 5% or more of
the securities having ordinary voting power for the election of directors of
such Person or (ii) direct or cause the direction of the management and policies
of such Person, whether by contract or otherwise.
"Aggregate Purchase Price" means, with respect to any period, the
aggregate Purchase Price for all acquisitions completed by the Company and its
Subsidiaries during such period.
"Annualized Quarterly NOI" means, as of any date, an amount equal to
four (4) multiplied by NOI for the Trailing Three-Month Period ended on such
date.
"Approved Alarm Purchase Agreement" has the meaning set forth in the
Loan Agreement.
"Banks" means and shall include Fleet National Bank, as administrative

agent, Bank of America, N.A., as syndication agent, and any other lenders which
from time to time become parties to the Loan Agreement, and their respective
successors and assigns.
"Budget" has the meaning set forth in Section 7.01(a)(vi).
"Capital Expenditures" means, for any period, the sum of the aggregate
of all expenditures (whether paid in cash or other consideration or accrued as a
liability) by the Company and its Subsidiaries on a Consolidated basis in
accordance with GAAP during such period for fixed or capital assets (excluding
any capitalized interest and any such asset acquired in connection with normal
replacement and maintenance programs properly charged to current operations and
excluding any replacement assets acquired with the proceeds of insurance).
"Capital Leases" means, with respect to any Person, the obligations of
such Person to pay rent or other amounts under any lease of (or other
arrangement conveying the right to use) real or personal property, or a
combination thereof, which obligations are required to be classified and
accounted for as capital leases on a balance sheet of such Person under GAAP,
and the amount of such obligations shall be the capitalized amount thereof
determined in accordance with GAAP.
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"Capital Stock" means, as to any Person, all shares, interests,
partnership interests, limited liability company interests, participations,
rights in or other equivalents (however designated) of such Person's equity
(however designated) and any rights, warrants or options exchangeable for or
convertible into such shares, interests, participations, rights or other equity.
"Cash Equivalents" means Dollar denominated investments in book-entry
securities, negotiable instruments, or securities represented by instruments in
bearer or registered form which evidence:
(a) direct obligations of, and obligations fully guaranteed as to
timely payment by, the United States;
(b) demand deposits, time deposits or certificates of deposit of any
depository institution or trust company incorporated under the laws of the
United States or any state thereof (or any domestic branch of a foreign bank)
and subject to supervision and examination by Federal or State Banking or
depository institution authorities; provided, however, that at the time of the
investment or contractual commitment to invest therein, the commercial paper or
other short-term unsecured debt obligations (other than such obligations the
rating of which is based on the credit of a Person other than such depository
institution or trust company) thereof shall have a credit rating from each of
the Rating Agencies in one of the two highest investment categories granted
thereby;
(c) commercial paper or other short term obligations of any
corporation organized under the laws of the United States whose ratings, at the
time of the investment or contractual commitment to invest therein, from each of
the Rating Agencies are in the highest investment category granted thereby;
(d) investments in money market funds having a rating from each of the
Rating Agencies in the highest investment category granted thereby;
(e) bankers acceptances issued by any depository institution or trust
company referred to in clause (b) above; or
(f) repurchase obligations with respect to any security that is a
direct obligation of, or fully guaranteed by, the United States or any agency or
instrumentality thereof the obligations of which are backed by the full faith
and credit of the United States, in either case entered into with (i) a
depository institution or trust company (acting as principal) described in
clause (b) above (except that the rating referred to in the proviso in such
clause (b) shall be A-1 or higher in the case of Standard & Poor's) (such
depository institution or trust company being referred to in this definition as
a "financial institution"), (ii) broker/dealer (acting as principal) registered
as a broker or dealer under Section 15 of the Securities Exchange Act of 1934,
as amended, (a "broker/dealer") the unsecured short-term debt obligations of
which are rated P-1 by Moody's and at least A-1 by Standard & Poor's at the time
of entering into such repurchase obligation (a "rated broker/dealer"), (iii) an
unrated, broker/dealer (an "unrated broker/dealer"), acting as principal, that
is a wholly-owned subsidiary of a non-bank or bank
3
holding company the unsecured short-term debt obligations of which are rated P-1
by Moody's and at least A-1 by Standard & Poor's at the time of purchase.
"Casualty Event" means the damage, destruction or condemnation, as the
case may be, of property of any Person or any of its Subsidiaries.

"Change in Control" means with respect to any Person, an event or
series of events by which:
(a) any "person" or "group" (as such terms are used in Sections 13(d)
and 14(d) of the Securities Exchange Act of 1934, but excluding any employee
benefit plan of such person or its subsidiaries, and any person or entity acting
in its capacity as trustee, agent or other fiduciary or administrator of any
such plan) other than a Pledgor (together with its Affiliates) becomes the
"beneficial owner" (as defined in Rules 13d-3 and 13d-5 under the Securities
Exchange Act of 1934, except that a person or group shall be deemed to have
"beneficial ownership" of all securities that such person or group has the right
to acquire (such right, an "option right"), whether such right is exercisable
immediately or only after the passage of time), directly or indirectly, of
thirty-five percent (35%) or more of the equity securities of such Person
entitled to vote for members of the Managing Person of such Person on a
fully-diluted basis (and taking into account all such securities that such
person or group has the right to acquire pursuant to any option right);
(b) the Pledgors or their Affiliates cease to own, directly or
indirectly, in the aggregate more than fifty percent (50%) of the voting stock
(on a fully-diluted basis) of the Company; or
(c) during any period of twelve (12) consecutive months, a majority of
the members of the Managing Person of such Person cease to be composed of
individuals (i) who were members of that Managing Person on the first day of
such period, (ii) whose election or nomination to that Managing Person was
approved by individuals referred to in clause (i) above constituting at the time
of such election or nomination at least a majority of that Managing Person,
(iii) who are Pledgors or representatives of the Pledgors, or (iv) whose
election or nomination to that Managing Person was approved by individuals
referred to in clauses (i) and (ii) above constituting at the time of such
election or nomination at least a majority of that Managing Person (excluding,
in the case of both clause (ii) and clause (iv), any individual whose initial
nomination for, or assumption of office as, a member of that Managing Person
occurs as a result of an actual or threatened solicitation of proxies or
consents for the election or removal of one or more members of such Managing
Person by any person or group other than a solicitation for the election of one
or more members by or on behalf of the Managing Person).
(d) if (i) James R. Hull ceases to be and/or perform the duties of
Chief Executive Officer and President of the Company, and (ii) either (y) Mr.
Hull is not replaced by an interim executive officer acceptable in the
reasonable discretion of the Purchaser Majority within sixty (60) days or (z)
Mr. Hull is not replaced by a permanent Chief Executive Officer and/or President
(as the case may be) acceptable in the reasonable discretion of the Purchaser
Majority within one hundred eighty (180) days.
"Compliance Certificate" has the meaning set forth in Section
7.01(a)(iv).
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"Consolidated" means the Company and its Subsidiaries which are
consolidated for financial reporting purposes.
"Current Liabilities" means, at any date of determination, all
liabilities (excluding Total Senior Debt and the current portion of other long
term debt) which would be characterized as current liabilities in accordance
with GAAP.
"Customary Lien" means any of the following:
(a) any Lien imposed by law for Taxes that are not yet due or are
being contested in the manner described in Section 7.01(c) , provided that
enforcement of such Lien is stayed pending such contest;
(b) carriers', warehousemen's, mechanics', materialmen's, repairmen's
and other like Liens imposed by law, arising in the ordinary course of business
and securing obligations that are not overdue by more than thirty (30) days or
are being contested in the manner described in Section 7.01(c), provided that
enforcement of each such Lien is stayed pending such contest;
(c) pledges and deposits made in the ordinary course of business in
compliance with workers' compensation, unemployment insurance and other social
security laws or regulations;
(d) pledges and deposits to secure the performance of bids, tenders,
contracts (other than contracts for the payment of money), leases, statutory
obligations, surety and appeal bonds and other obligations of like nature
arising in the ordinary course of business;
(e) judgment liens in respect of judgments that would not cause an
Event of Default under Section 8.01(f); and

(f) zoning ordinances, easements, rights of way, minor defects,
irregularities, and other similar encumbrances on real property imposed by law
or arising in the ordinary course of business that do not secure any monetary
obligations and do not materially detract from the value of the affected
property or interfere with the ordinary conduct of business of the Company or
any of its Subsidiaries.
"Disposition" has the meaning set forth in Section 7.02(e).
"Dollars" and "$" mean lawful currency of the United States.
"Effective Date" means August 25, 2003.
"ERISA Affiliate" means any Person which is a member of any group of
organizations within the meaning of Sections 414(b) or (c) of the Code (or,
solely for purposes of potential liability under Section 302(c)(11) of ERISA and
Section 412(c)(11) of the Code and the lien created under Section 302(f) of
ERISA and Section 412(n) of the Code, Sections 414(m) or (o) of the Code) of
which the Company or any Subsidiary is a member.
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"Financial Officer" means, as to any Person, the chief financial
officer of such Person or such other officer as shall be satisfactory to the
Purchaser.
"Fixed Charge Coverage Ratio" means, at any date, the ratio of (a) NOI
to (b) Fixed Charges, in each case, for the Twelve Month Trailing Period ended
on such date.
"Fixed Charges" means, for any period, the sum, without duplication,
of each of the following determined on a Consolidated basis in accordance with
GAAP:
(a) all scheduled payments of principal and interest on any
Indebtedness during such period relating to Lender Debt, Senior Subordinated
Notes, the Notes and Other Senior Debt,
(b) all Federal, State and local income Taxes in respect of income
earned in such period,
(c) Capital Expenditures, and
(d) all Restricted Payments paid or payable during such period,
regardless of when expensed in accordance with GAAP.
"Governmental Authority" means any foreign, federal, state, municipal
or other government, or any department, commission, board, bureau, agency,
public authority or instrumentality thereof, or any court or arbitrator.
"Guarantee" of or by any Person (the "guarantor") means any
obligation, contingent or otherwise, of the guarantor guaranteeing or in effect
guaranteeing any return on any investment made by another Person, or any
Indebtedness, lease, dividend or other obligation (a "primary obligation") of
any other Person (a "primary obligor") in any manner, whether directly or
indirectly, including any obligation of the guarantor, direct or indirect,
(a) to purchase any primary obligation or any property constituting
direct or indirect security therefore,
(b) to advance or supply funds (i) for the purchase or payment of any
primary obligation or (ii) to maintain working capital or equity capital of the
primary obligor or otherwise to maintain the net worth or solvency of a primary
obligor,
(c) to purchase property, securities or services primarily for the
purpose of assuring the beneficiary of any primary obligation of the ability of
a primary obligor to make payment of a primary obligation,
(d) otherwise to assure or hold harmless the beneficiary of a primary
obligation against loss in respect thereof, and
(e) in respect of the liabilities of any partnership in which a
secondary obligor is a general partner, except to the extent that such
liabilities of such partnership are nonrecourse to such secondary obligor and
its separate property,
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provided, however, that the term "Guarantee" shall not include the endorsement
of instruments for deposit or collection in the ordinary course of business. The
amount of any Guarantee shall be an amount equal to the stated or determinable

amount of the primary obligation in respect of which such Guarantee is made or,
if not stated or determinable, the maximum reasonably anticipated liability in
respect thereof as determined by the guarantor in good faith.
"Holdback Revenue" means, for any period, revenue during such period
associated with credits to Holdback Debt.
"Impermissible Qualification" has the meaning set forth in Section
7.01(a)(i)(A).
"Indenture" means the Indenture dated August 25,
Company and The Bank of New York Trust Company of Florida,
with respect to the Senior Subordinated Notes, as the same
restated, modified, supplemented and/or extended from time

2003 between the
N.A., as trustee,
may be amended,
to time.

"Interest Coverage Ratio" means, as of any date, the ratio of (i) NOI
for the Trailing Three-Month Period ending on such date determined on a
Consolidated basis in accordance with GAAP, to (ii) Total Interest Expense for
such Trailing Three-Month Period, determined on a Consolidated basis in
accordance with GAAP.
"Interest Expense" means, for any period, the aggregate amount
(determined on a Consolidated basis in accordance with GAAP) of interest,
whether accrued or paid, during such period in respect of all Indebtedness of
the Company and its Subsidiaries for borrowed money and Indebtedness in respect
of Capital Leases and the deferred purchase price of property.
"Investments" has the meaning set forth in Section 7.02(d).
"Lender Debt" means principal amounts outstanding from time to time
under the Loan Agreement (including the aggregate and undrawn stated amount of
all letters of credit issued thereunder) or otherwise due to the lender or
agents under or in respect of the related loan documents.
"Lien" means any mortgage, pledge, hypothecation, assignment,
encumbrance, lien (statutory or other), or other security agreement or security
interest of any kind or nature whatsoever, including any conditional sale or
other title retention agreement and any capital or financing lease having
substantially the same economic effect as any of the foregoing.
"Line of Business" means the business of purchasing security alarm and
other monitoring contracts and engaging in central station security alarm
monitoring and other monitoring services.
"Loan Agreement" means that certain Credit Agreement, dated August 25,
2003, among the Company, Fleet National Bank, as administrative agent, and the
Banks and other agents named therein, as from time to time amended and in effect
and all other agreements, instruments and documents executed or delivered in
connection therewith, and any and all amendments, increases, supplements and
other modifications thereof and all renewals,
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extensions, restatements, rearrangements and/or substitutions from time to time
of all or any part of the foregoing.
"Managing Person" means, with respect to any Person that is (a) a
corporation, its board of directors, (b) a limited liability company, its board
of control, managing member or members, (c) a limited partnership, its general
partner, (d) a general partnership or a limited liability partnership, its
managing partner or executive committee or (e) any other Person, the managing
body thereof or other Person analogous to the foregoing.
"Material Adverse Effect" means a material adverse change in, or
effect on, (a) the business, assets, operations or condition, financial or
otherwise, of the Company and its Subsidiaries taken as a whole, (b) the ability
of the Company or any Subsidiary to perform its obligations under this
Agreement, the Notes or the Subordination Agreements, (c) the rights of, or
benefits available to, the Purchasers under this Agreement, the Notes or the
Subordination Agreements, or (d) the legality or enforceability of this
Agreement, the Notes or the Subordination Agreements.
"Moody's" means Moody's Investors Service, Inc., or any successor
thereto.
"NOI" means, for any period and on a Consolidated basis, the sum of
(a) Net Income for such period plus (b) to the extent deducted in computing Net
Income, all as determined in accordance with GAAP, (i) Interest Expense for such
period, (ii) depreciation and amortization for such period, (iii) income taxes
for such period, plus (c) for the fiscal quarter ended September 30, 2003 only,
(A) up to $400,000 in one-time expenses attributable to the issuance of the
Senior Subordinated Debt, (B) the $2,000,000 transaction fee paid to James R.
Hull in connection with the issuance of the Senior Subordinated Debt, (C) the
aggregate write-off of deferred financing costs existing on the Company's

balance sheet as of August 25, 2003 and (D) up to Two Million Eight Hundred
Ninety-Three Thousand Nine Hundred Eighty-Two Dollars ($2,893,982) in prepayment
premium and other fees paid in connection with the repayment of a portion of the
Notes on the Effective Date, minus (d) Holdback Revenue and extraordinary income
for such period.
"Option Plans" means (i) the Company's 1999 Stock Option Plan, dated
November 3, 1999, which provides for the issuance of up to 150,000 shares of
Class A Common Stock, and (ii) the Company's 2001 Stock Option Plan, dated April
27, 2001, which provides for the issuance of up to 250,000 shares of Class A
Common Stock.
"Organizational Documents" means as to any Person which is (a) a
corporation, the certificate or articles of incorporation and by-laws of such
Person, (b) a limited liability company, the certificate of formation and the
limited liability company agreement or similar agreement of such Person, (c) a
partnership, the partnership agreement or similar agreement of such Person, (d)
a limited partnership, the certificate of limited partnership and the agreement
of limited partnership or similar agreement of such Person, or (e) any other
form of entity or organization, the organizational documents analogous to the
foregoing.
"Other Senior Debt" means Indebtedness for borrowed money (including
without limitation Capital Leases and purchase money Indebtedness), other than
Lender Debt,
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Holdback Debt, Senior Subordinated Notes, the Notes and Additional Permitted
Subordinated Debt.
"PBGC" means the Pension Benefit Guaranty Corporation established
pursuant to Subtitle A of Title IV of ERISA, or any Governmental Authority
succeeding to the functions thereof.
"Permitted Investment" has the meaning set forth in Section 7.02(d).
"Permitted Lien" has the meaning set forth in Section 7.02(b).
"Pledgors" means, collectively, Austin Ventures III-A, L.P., Austin
Ventures III-B, L.P, Austin Ventures Affiliates Fund, L.P., Austin Ventures V,
L.P., Capital Resource Lenders II, L.P., Windward Capital Partners, L.P.,
Windward Capital L.P. II, LLC, ABRY Partners IV, L.P., ABRY Investment
Partnership, L.P., The Northwestern Mutual Life Insurance Company, Hull Family
Limited Partnership, Robert Sherman, Michael Gregory, Michael Meyers and Stephen
Hedrick.
"Preferred Stock" means any Capital Stock of the Company which has a
liquidation preference to the Company's common stock or contains provisions for
the payment or accrual of a fixed dividend on a scheduled date as part of the
rights and entitlements thereof.
"Purchase Price" means the total consideration paid for any
acquisition of asset or Capital Stock, including the amount of any Holdback Debt
and any liabilities assumed in connection therewith.
"Rating Agencies" means Standard & Poor's and Moody's.
"Recurring Monthly Revenue" means at any date of determination, the
total recurring amounts from Security Alarm Contracts purchased from Approved
Alarm Dealers under Approved Alarm Purchase Agreements, billed to customers of
the Company or any of its Subsidiaries for a one-month period (regardless of
whether billed monthly or less frequently) and/or otherwise collected under such
Security Alarm contracts, and measured for customers with installed alarm
systems by the amount most recently billed to such customer for a one-month
period and who have paid within ninety (90) days from due date the amount called
for under their respective customer contracts, and only for customers which are
subscribers under duly executed Security Alarm Contracts. RMR will not include
wholesale monitoring services or other services not directly related to security
monitoring.
"Restricted Investment" means any Investment that is not a Permitted
Investment.
"Restricted Payment" means, with respect to any Person, (i) the
declaration or payment of any dividend or other distribution, direct or
indirect, on account of any shares of Capital Stock or other equity interest in
such Person now or hereafter outstanding (other than a dividend payable solely
in shares of such Capital Stock to the holders of such shares), (ii) any
purchase, redemption, retirement, sinking fund or similar payment, purchase or
other acquisition or exchange, direct or indirect, of any shares of Capital
Stock or other equity interest in such
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Person now or hereafter outstanding (other than equity interests owned by a
Subsidiary of such Person), (iii) the allocation or other setting apart of any
sum for the payment of any dividend or distribution on, or for the purchase,
redemption or retirement of any shares of Capital Stock or other equity interest
in such Person, (iv) any other distribution by reduction of capital or otherwise
in respect of any shares of Capital Stock or other equity interest in such
Person, provided, that the ABRY Fee shall not constitute a Restricted Payment
(v) any payment or prepayment (mandatory or otherwise), including principal,
interest, dividend, distribution or any purchase, redemption or defesance, on or
in respect of any Junior Subordinated Debt, (vi) any payment, whether in cash,
securities or other property, in respect of the Capital Stock of such Person
which is subject to mandatory or optional repurchase or redemption by such
Person, in whole or in part and (vii) any Restricted Investment.
"RMR" means at any date, Recurring Monthly Revenue for the recently
ended month plus Acquired RMR under Security Alarm Contracts acquired during
such month but not otherwise included int he calculation of Recurring Monthly
Revenue for such month.
"Security Alarm Contracts" means contracts between Approved Alarm
Dealers and end users of alarm equipment for monitoring and servicing of alarm
equipment, which contracts must be assignable, contain standard industry limits
of liability, and comply with all applicable consumer laws.
"Senior Debt" means (i) all Indebtedness of the company and any of its
Subsidiaries for money borrowed from the Banks pursuant to the Loan Agreement in
a principal amount not to exceed $320,000,000 plus up to $150,000,000 in
incremental borrowings thereunder, together with all interest accrued thereon
and any other obligations of the Company or any Subsidiary under the Loan
Agreement and the related loan documents, (ii) Senior Subordinated Notes, (iii)
all indebtedness which is not by its terms subordinate and junior to the Notes
and which is disclosed on the Financial Statements or is permitted by this
Agreement at the time it is created or incurred, (iv) obligations of the Company
and any of its Subsidiaries under Capital Leases disclosed in the Financial
Statements or which are permitted by this Agreement at the time they are
incurred in an aggregate principal amount not to exceed $1,000,000, (v) all
Indebtedness of the Company and any of its Subsidiaries incurred to refinance
any of the Indebtedness referred to in items (i) through (iv) above, where the
security securing such Indebtedness is substantially the same security as that
securing the Indebtedness being refinanced and (vi) all Guarantees by the
Company and any of its Subsidiaries which are not their terms subordinate and
junior to the Notes and which are permitted hereby at the time they are made of
Indebtedness of the Company or any Subsidiary if such Indebtedness would have
been Senior Debt pursuant to the provisions of clause (i), (ii), (iii), (iv) or
(v) of this sentence.
"Senior Leverage Ratio" means as of any date the ratio of (a) Total
Senior Debt as of the last day of the immediately preceding month to (b)
Annualized Quarterly NOI as of such date, determined on a Consolidated basis in
accordance with GAAP.
"Senior Subordinated Notes" means the Company's 11.75% Senior
Subordinated Notes due 2010 issued under the Indenture.
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"Standard & Poor's" means Standard & Poor's Rating Services, a
division of The McGraw-Hill Companies, Inc., or any successor thereto.
"Tax" means any present or future tax, levy, impost, duty, charge,
fee, deduction or withholding of any nature and whatever called, by a
Governmental Authority, on whomsoever and wherever imposed, levied, collected,
withheld or assessed.
"Total Debt" means, as of any date, the sum of Total Senior Debt,
Senior Subordinated Notes, the Notes and Additional Permitted Subordinated Debt.
"Total Interest Expense" means Interest Expense of the Company and its
Subsidiaries in respect of Total Debt.
"Total Leverage Ratio" means, as of any date, the ratio of (a) Total
Debt as of the last day of the immediately preceding month to (b) Annualized
Quarterly NOI as of such date, determined on a Consolidated basis in accordance
with GAAP.
"Total Senior Debt" means, as of any date, the sum of (a) all Lender
Debt plus (b) Other Senior Debt plus (c) the book overdraft shown on the balance
sheet of the Company as of the month most recently ended.
"Trailing Three-Month Period" means, at any date, the period of the
three (3) consecutive months ending on such date, or, if such date is not the
last day of a month, the period of the most immediately completed three (3)

consecutive months.
"Twelve Month Trailing Period" means, at any date, the period of the
twelve (12) consecutive months ending on such date, or, if such date is not the
last day of a month, the period of the most immediately completed consecutive
twelve months.
"Wholly Owned" means, with respect to any Subsidiary of any Person,
one hundred percent (100%) of the outstanding Capital Stock of such Subsidiary
is owned, directly or indirectly, by such Person.
1.03 Section 2.01 of the Original Agreement is hereby amended to read in
its entirety as follows:
"2.01 The Notes. The Company has authorized the issuance and sale to
the Purchasers of $40,000,000 aggregate principal amount of its 13.5%
Subordinated Notes due January 18, 2009. The 13.5% Subordinated Notes shall
be substantially in the form set forth as Exhibit 2.01 attached hereto
which is herein referred to individually as a "Note" and collective as the
"Notes", which term shall also include any notes delivered in exchange or
replacement therefore. Except as otherwise provided in this Agreement, the
entire unpaid principal amount of the Notes shall (a) be payable on March
1, 2010 and (b) bear interest (based on a 360-day year counting actual days
elapsed) until due and payable at a rate of thirteen and one half percent
(13.5%) per annum), which interest shall be payable semi-annually in
arrears on the last Business Day of June and December in each year,
commencing on the last Business Day of June, 2002, and at maturity or prior
prepayment of the Notes, provided that payment will be made in cash only of
interest
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accrued on the Notes at the rate of twelve percent (12%) per annum and the
remaining accrued interest shall be added to the outstanding principal
amount of the Notes (and thereafter bear interest at thirteen and one half
percent (13.5%) per annum. Beginning on December 15, 2003, the interest
rate on the Notes shall be increased to a rate of fourteen and one half
percent (14.5%) per annum with the cash interest component remaining at
twelve percent (12%) per annum and the remaining accrued interest shall be
added to the outstanding principal amount of the Notes. The increased
interest rate shall be applied retroactively to August 25, 2003."
1.04 Section 2.12 of the Original Agreement is hereby amended to read in
its entirety as follows:
"2.12 Subordination. The indebtedness evidenced by the Notes and the
rights and remedies of the Purchasers under this Agreement shall be
subordinate and junior to (i) certain Indebtedness of the Company to the
Banks in the manner and to the extent provided in the Intercreditor and
Subordination Agreement dated as of the Effective Date by and among the
Banks, the Company and the Purchasers (the "Bank Subordination Agreement")
and (ii) certain Indebtedness of the Company to the holders of the Senior
Subordinated Notes in the manner and to the extent provided in the
Intercreditor and Subordination Agreement dated as of the Effective Date by
and between the Company and the Purchasers (the "Senior Subordinated Debt
Subordination Agreement;" the Bank Subordination Agreement and the Senior
Subordinated Debt Subordination Agreement are collectively referred to
herein as the "Subordination Agreements.""
1.05 The second sentence of Section 6.01 of the Original Agreement is
hereby amended to delete therefrom the definition of "Material Adverse Effect"
and to replace it with the definition of "Material Adverse Effect" as set forth
in Section 1.01 hereof.
1.06 Section 7.01 of the Original Agreement is hereby amended to read in
its entirety as follows:
"7.01 Affirmative Covenants of the Company Other Than Reporting
Requirements. Without limiting any other covenants and provisions hereof,
the Company covenants and agrees that, as along as any of the Securities
are outstanding (except that the provisions of this Article shall terminate
upon the later to occur of (1) above and a Qualified IPO), it will perform
and observe the following covenants and provisions and will cause each
Subsidiary to perform and observe such of the following covenants and
provisions as are applicable to such Subsidiary:
(a) Financial Statements and Information. The Company shall
furnish or cause to be furnished to the Purchasers:
(i) within ninety (90) days after the end of each fiscal
year:
(A) the audited Consolidated and consolidating
balance sheet and related statements of operations, stockholders'

equity and cash flows of the Company and its Subsidiaries as of
the end of and for such year, setting forth in each case in
comparative
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form the figures for the previous fiscal year, all reported on by
the Company's accountants (without (1) a "going concern" or like
qualification, exception or exculpatory paragraph, (2) any
qualification or exception as to the scope of such audit or (3)
any exception or qualification which relates to the treatment or
classification of any item and which, as a condition to the
removal of such qualification, would require an adjustment to
such item, the effect of which would be to cause the Company to
be in default of any of its obligations under Section 7.02(j) or
7.02(k) (each, an "Impermissible Qualification")) with an opinion
of such Accountants to the effect that such Consolidated
financial statements present fairly in all material respects the
financial condition and results of operations of the Company and
its Subsidiaries on a Consolidated basis in accordance with GAAP
consistently applied and that the audit by such accountants in
connection with such Consolidated financial statements has been
made in accordance with generally accepted auditing standards;
(B) Consolidated calculations utilized for
computation and determination of the Company's compliance with
Section 7.02(j) and 7.02(k), which may be included in the
applicable Compliance Certificate, based upon the audited balance
sheets and related statements of operations, stockholders' equity
and cash flows of the Company and its Subsidiaries as of the end
of and for such year;
(C) A statement setting forth a comparison between
the results reported in the audited financial statements
delivered pursuant to clause (A) above and results projected to
be achieved in the Company's Budget for such fiscal year, all in
reasonable detail and signed by a Financial Officer of the
Company;
(D) a statement signed by the Company's
accountants who have reported on the same to the effect that in
connection with their examination of such financial statements
they have reviewed this Agreement and have no knowledge of any
event or condition which constitutes a Default or Event of
Default or, if they have such knowledge, specifying the nature
and period of existence thereof, provided, however, that in
issuing such statement, such accountants shall not be required to
go beyond normal auditing procedures conducted in connection with
their opinion referred to above.
(ii) within forty-five (45) days after the end of each
quarterly accounting period of each fiscal year (excluding the quarter
that ends on the last day of the Company's fiscal year), the:
(A) unaudited Consolidated and consolidating
balance sheets and the related statements of operations,
stockholders' equity and cash flows of the Company and its
Subsidiaries
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as of the end of and for such fiscal quarter and the then elapsed
portion of the fiscal year, setting forth in each case in
comparative form the figures for the corresponding period or
periods of (or, in the case of the balance sheet, as of the end
of) the previous fiscal year;
(B) Consolidated calculations utilized for the
computation and determination of the Company's compliance with
Sections 7.02(j) and 7.02(k), which may be included in the
applicable Compliance Certificate, based upon the unaudited
Consolidated and consolidating balance sheets and related
statements of operations, stockholders equity and cash flows of
the Company and its Subsidiaries as of the end of and for such
fiscal quarter and the then elapsed portion of the fiscal year;
and
(C) A statement setting forth a comparison between
the results reported in the unaudited financial statements
delivered pursuant to clause (A) above and results projected to
be achieved in the Company's Budget for such quarterly accounting
period, all in reasonable detail and signed by a Financial
Officer of the Company;

(iii) As soon as available, but in any event within thirty
(30) days after the end of each month (other than any month at the end
of a fiscal quarter), the:
(A) unaudited Consolidated and consolidating
balance sheets of the Company and its Subsidiaries as at the end
of such month;
(B) related unaudited statements of income and
surplus and cash flows for such month and for the period from the
beginning of the current fiscal year to the end of such month,
setting forth in comparative form with respect to such
consolidated financial statements the corresponding figures from
the Budget for such period and portion of such fiscal year;
(C) monthly holdback and attrition summaries with
holdback replacements showing the attrition and holdback activity
of the Company's accounts as of the end of such month calculated
on a trailing twelve (12) month basis; and
(D) a monthly summary accounts receivable aging
report, showing aggregate account receivables by aging
categories.
(iv) concurrently with any delivery of financial statements
under subsections (i) or (ii) above, a certificate (a "Compliance
Certificate") of a Financial Officer of the Company, (1) certifying as
to whether an Event of
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Default has occurred and, if so, specifying the details thereof and
any action taken or proposed to be taken with respect thereto, (2)
setting forth reasonably detailed (A) calculations demonstrating
compliance with Sections 7.02(j) and 7.02(k), (B) explanations and
calculations of the Consolidated components of each of the covenants
in Section 8.16, (C) identification and calculation of any
transactions between and among the Company and any of its
Subsidiaries; and (D) calculations of the amounts, if any, of any
Restricted Payments made in the preceding fiscal quarter and (3)
stating whether any change in GAAP or in the application thereof has
occurred since the date of the audited financial statements and, if
any such change has occurred, specifying the effect of such change on
the financial statements accompanying such Compliance Certificate;
(v) On or before May 31 of each fiscal year, an annual
budget prepared on a monthly basis for the Company (and for its
Subsidiaries, if any) for the next succeeding fiscal year, (displaying
anticipated balance sheets and statements of income and surplus and
cash flows) (the "Budget"); and promptly upon preparation thereof, any
amendments or revisions thereto or any other significant budgets which
the Company prepares;
(vi) Promptly upon their becoming available, copies of all
10-Ks and 10-Qs and other periodic or special reports filed by the
Company or any Subsidiary, with the Commission, or any such periodic
or special reports filed with any other federal, state or local
governmental agency or authority, if such other reports indicate any
material change in the business, operations, affairs or conditions of
the Company or any Subsidiary or if copies thereof are requested by
any Purchaser, and copies of any material notices and other material
communications from the Commission or from any other federal, state or
local governmental agency or authority which specifically relate to
the Company or any Subsidiary;
(vii) Promptly upon receipt thereof, copies of all audit
reports and management letters, if any, submitted to the Company or
any Subsidiary by the Accountants in connection with each interim or
special audit of the books of the Company made by such accountants
and, at any time after the Company or any of its Subsidiaries shall
become subject to the reporting requirements of the Securities
Exchange Act of 1934, upon request by any Purchaser, copies of all
financial statements, reports, notices and proxy statements, if any,
sent by the Company to its shareholders;
(viii) Immediately upon receipt or issuance by the Company,
copies of all reports, covenant compliance certificates, budgets,
projections, requests for waivers, notices of default, requests for
amendments or other material correspondence issued in connection with
or relating to the Preferred Stock Agreements; and
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(ix) Promptly following any request therefor, such other
information regarding the Company or any of its Subsidiaries, or
compliance with the terms of this Agreement, as any Purchaser may
reasonably request.
(b) Existence; Conduct of Business, Etc. The Company shall, and
shall cause each of its Subsidiaries to, do or cause to be done all things
necessary to preserve, renew and keep in full force and effect (i) its
legal existence (provided that the foregoing shall not prohibit any merger
or consolidation not prohibited by Section 7.02(c)(i)(A)) and (ii) all
rights, licenses, permits, privileges and franchises the absence of which
would reasonably be expected to have a Material Adverse Effect. The Company
shall, and shall cause each of its Subsidiaries to, do or cause to be done
all things necessary to ensure that the Company and each Subsidiary remains
in compliance with all of their respective contractual obligations, except
to the extent the failure to remain in compliance would not be reasonably
expected to have a Material Adverse Effect.
(c) Payment of Obligations. The Company shall, and shall cause
each of its Subsidiaries to, pay and discharge when due, its obligations,
including obligations with respect to Taxes, except where (i) the validity
or amount thereof is being contested in good faith by appropriate
proceedings diligently conducted, (ii) the Company or such Subsidiary have
set aside on its books adequate reserves with respect thereto in accordance
with GAAP and (iii) the failure to make payment pending such contest could
not reasonably be expected to result in a Material Adverse Effect.
(d) Maintenance of Properties. The Company shall, and shall cause
each of its Subsidiaries to, maintain, protect and keep in good repair,
working order and condition (ordinary wear and tear excepted) at all times,
all of its property other than property, the loss of which, individually or
in the aggregate, would not reasonably be expected to have a Material
Adverse Effect.
(e) Insurance.
(i) Business Interruption Insurance. The Company and each of
its Subsidiaries shall maintain with financially sound and reputable
insurers insurance related to interruption of business, either for
loss of revenues or for extra expense, in the manner customary for
businesses of similar size engaged in similar activities.
(ii) Property Insurance. The Company and each of its
Subsidiaries shall keep its assets which are of an insurable character
insured by financially sound and reputable insurers against theft and
fraud and against loss or damage by fire, explosion and hazards
insured against by extended coverage to the extent, in amounts and
with deductibles at least as favorable as those generally maintained
by businesses of similar size engaged in similar activities.
(iii) Liability Insurance. The Company and each of its
Subsidiaries shall maintain with financially sound and reputable
insurers
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insurance against liability for hazards, risks and liability to
persons and property, including, in the case of the Company, errors
and omission insurance of not less than Six Million Dollars
($6,000,000) per occurrence, to the extent, in amounts and with
deductibles at least as favorable as those generally maintained by
businesses of similar size engaged in similar activities.
(f) Books and Records; Inspection Rights. The Company shall, and
shall cause each of its Subsidiaries to, keep proper books of record and
account in which full, true and correct entries are made of all dealings
and transactions in relation to its business and activities and, at all
reasonable times upon reasonable prior notice, permit representatives of
the Purchasers at their own expense (unless an Event of Default has
occurred and is continuing, in which case the Company shall pay the
reasonable out-of-pocket costs and expenses of each Company exercising its
rights hereunder) to (i) visit the offices of the Company and each of its
Subsidiaries, (ii) examine such books and records and accountants' reports
relating thereto, (iii) make copies or extracts there from, (iv) discuss
the affairs of the Company and each of its Subsidiaries with the respective
officers thereof, (v) to examine and inspect the property of the Company
and each of its Subsidiaries and (vi) meet and discuss the affairs of the
Company and each of its Subsidiaries with the Company's accountants and,
following an Event of Default, the alarm dealers with whom the Company does
business.
(g) Compliance with Applicable Laws; ERISA.

(i) The Company shall, and shall cause each of its
Subsidiaries to, comply with all Applicable Laws, including without
limitation rules, regulations and orders of any Governmental Authority
applicable to it or its property.
(ii) The Company will make, and will cause all ERISA
Affiliates of the Company to make, all payments or contributions to
employee benefit plans required under the terms thereof and in
accordance with applicable minimum funding requirements of ERISA and
the Code and applicable collective bargaining agreements. The Company
will cause all employee benefit plans sponsored by any ERISA Affiliate
of the Company to be maintained in material compliance with ERISA and
the Code. The Company will not engage, and will not permit or suffer
any ERISA Affiliate of the Company or any Person entitled to
indemnification or reimbursement from the Company or any ERISA
Affiliate of the Company to engage, in any prohibited transaction for
which an exemption is not available. No ERISA Affiliate of the Company
will terminate, or permit the PBGC to terminate, any employee benefit
plan or withdraw from any multiemployer plan, in any manner that could
result in material liability of any ERISA Affiliate of the Company.
(h) Replacement Notes. Upon receipt of an affidavit from any
Purchaser as to the loss, theft, destruction or mutilation of such
Purchaser's Note(s), the Company will issue a replacement note in the same
principal amount of the Note(s) being replaced and dated as of the date
through which interest has been paid on such Note(s).
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(i) Attendance at Board Meetings. The Company shall permit each
Purchaser or its designee to have one observer attend each meeting of the
board of directors of the Company and any committee thereof. The Company
will send to the Purchasers and their designee the notice of the time and
place of any such meeting in the same manner and at the same time as notice
is sent to the directors or committee members, as the case may be;
provided, however, that the Purchasers and their designee shall always
receive at least 48 hours' prior notice of any meeting. The Company shall
also provide to the Purchasers copies of all notices, reports, minutes,
consents and other documents at the time and in the manner as they are
provided to the board of directors or committees.
(j) Board of Directors and Committees. The board of directors of
the Company shall meet at least four (4) times per calendar year. The
Company shall at all times maintain a Compensation Committee and an Audit
Committee of its board of directors. For as long as any Notes are
outstanding, the Company shall reimburse the Purchasers' board observer for
all reasonable out-of-pocket costs incurred by it in connection with
traveling to and from and attending meetings of the board of directors and
committees of the board of directors of the Company; thereafter, the
Purchasers shall bear any and all such expenses incurred by their board
observer.
(k) U.S. Real Property Holding Corporation. The Company shall,
and shall cause each Subsidiary to, conduct its business, and do or cause
to be done any and all actions as are necessary, so that neither the
Company nor any Subsidiary shall at any time be a "United States Real
Property Holding Corporation" as defined in Section 897(c)(2) of the Code
and Section 1.897-2(b) of the Regulations promulgated by the Internal
Revenue Service."
1.07 Section 7.02 of the Original Agreement is hereby amended to read in
its entirety as follows:
"7.02 Negative Covenants of the Company. Without limiting any other
covenants and provisions hereof, the Company covenants and agrees that, as
long as any of the Securities are outstanding (except that (1) the
provisions of Sections 7.02(a), (b), (c), (d), (e), (f), (g), (i), (j), (k)
and (l) shall terminate upon repayment in full of the aggregate outstanding
principal balance of the Notes together with all interest and Make-Whole
Amount due thereon, and (2) the remainder of the provisions of this Article
shall terminate upon the later to occur of (1) above and a Qualified IPO):
(a) Indebtedness. The Company shall not, and shall not permit any
of its Subsidiaries to, directly or indirectly, create, incur, assume or
suffer to exist any liability for Indebtedness, except:
(i) Senior Debt;
(ii) Senior Subordinated Notes;
(iii) Additional Permitted Subordinated Debt;
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(iv) the Notes and any renewals, extensions, refinancings
and refundings thereof;
(v) Current Liabilities of the Company (other than for
borrowed money) arising from trade obligations incurred in the
ordinary course of its business and in accordance with customary trade
practices;
(vi) Junior Subordinated Debt;
(vii) Unsecured Holdback Debt,
(viii) Accrued dividends in respect of the Preferred Stock;
(ix) Guarantees incurred by the Company or any Subsidiary in
respect of Indebtedness of any Company or any Subsidiary that is
permitted by this Section 7.02(a); and
(x) Indebtedness from intercompany loans from the Company to
any Subsidiary or from any Subsidiary to the Company or another
Subsidiary.
(b) Negative Pledge. The Company shall not, and shall not permit
any Subsidiary to, directly or indirectly, create, incur, assume or suffer
to exist any Lien upon any of its property, whether now owned or hereafter
acquired, or assign or sell any income or revenues (including accounts
receivable) or rights in respect of any thereof, except for the following
(collectively "Permitted Liens"):
(i) Liens securing Senior Debt;
(ii) any Customary Lien;
(iii) Liens on specific assets or properties of the Company
existing on the Effective Date, provided that (A) such Lien shall not
apply to any other property or asset of the Company or any Subsidiary
and (B) such Lien shall secure only those obligation that it secures
on the Effective Date; and
(iv) Liens securing Capital Leases and Liens on property of
the Company or any Subsidiary acquired after the Effective Date and
either existing on such property when acquired, or created
contemporaneously with such acquisition, to secure the payment or
financing of the purchase price thereof, provided that such Liens
attach only to the property so purchased or acquired and, provided,
further, that the Indebtedness secured by such Liens is permitted by
clause (iv) of the definition of Senior Debt.
(c) Fundamental Changes.
(i) The Company shall not, and shall not permit any of its
Subsidiaries to, directly or indirectly, consolidate or merge into or
with any other Person, or permit any other Person to merge into or
consolidate with it or any of
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its Subsidiaries, or sell, transfer, lease or otherwise dispose of (in
one transaction or in a series of transactions) all or substantially
all of its assets, or all or substantially all of any class of the
Capital Stock of any of the Subsidiaries (in each case, whether now
owned or hereafter acquired), or liquidate or dissolve, or issue any
class of Capital Stock or permit any Subsidiaries to do any of the
foregoing, except that, so long as immediately before and after giving
effect thereto, no Event of Default shall or would exist:
(A) the Company may merge with any Subsidiary and
any Subsidiary may merge with the Company or any other
Subsidiary, provided that in connection with any merger involving
the Company, the Company shall be the survivor thereof; and
(B) the Company or any of its Subsidiaries may
consummate any sale, assignment, lease, transfer or other
disposition permitted by Section 7.02(e).
(ii) The Company will not issue additional shares of its
Capital Stock, provided that the Company may, from time to time after
the Effective Date,
(A) issue shares of Capital Stock upon the conversion
or exercise of Preferred Stock, options, warrants or other
instruments outstanding on the Effective Date in accordance with
the terms of such Preferred Stock, options, warrants and other

instruments as in effect on the Effective Date,
(B) grant to management employees of the Company
options to purchase shares of the Company's Class A Common Stock
pursuant to the Option Plans and issue shares of Class A Common
Stock upon the exercise thereof,
(C) issue shares of its Capital Stock to any Person who
agrees to pledge such shares to the lenders under the Loan
Agreement, and
(D) issue shares of its Capital Stock to any Person who
will not agree to pledge such shares to the lenders under the
Loan Agreement as long as the shares pledged to the lenders under
the Loan Agreement after issuance of such shares, equal or exceed
seventy-five percent (75%) of the outstanding voting stock of the
Company on a fully diluted basis.
subject, in each case, to the condition that such issuance would not
create an Event of Default under any other provision of this
Agreement.
(d) Investments, Loans, Advances and Guarantees. The Company
shall not, and shall not permit any of its Subsidiaries to, at any time,
purchase or otherwise acquire (including pursuant to any merger with any
Person that was not a
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Wholly Owned Subsidiary of the Company prior to such merger), hold or
invest in any Capital Stock, evidences of indebtedness or other securities
(including any option, warrant or other right to acquire any of the
foregoing and any derivative product) of, make or permit to exist any loans
to or advances on behalf of, incur any Guarantees in respect of any
obligations of, or make or permit to exist any investment (of cash or any
other property) or any other interest in, any other Person (all of which
are sometimes referred to herein as "Investments"), except the following
(each, a "Permitted Investment"):
(i) Investments in Cash Equivalents;
(ii) Investments by the Company in the Capital Stock of or
debt issued by any Subsidiary and investments by any Subsidiary in the
Capital Stock of or debt issued by the Company or any Subsidiary,
provided that the proceeds of such investment in the Company or a
Subsidiary shall be received by the Company or such Guarantor;
(iii) Permitted RMR Acquisitions;
(iv) Extensions of credit by the Company in the ordinary
course of business in accordance with customary trade practices;
(v) Capital Expenditures, to the extent permitted by Section
7.02(k);
(vi) Investments made in connection with the purchase of one
hundred percent (100%) of the ownership interest of any Approved Alarm
Dealer as a means of acquiring Security Alarm Contracts;
(vii) Investments in promissory notes and other similar
non-cash consideration received by any Purchaser in connection with
Dispositions under Section 7.02(e);
(viii) Investments received in connection with the
bankruptcy or reorganization of suppliers, customers or Approved Alarm
Dealers or in settlement of amounts due (including in settlement of
delinquent obligations of, and other disputes with, suppliers,
customers and Approved Alarm Dealers) to the Company or any of its
Subsidiaries;
(ix) Investments constituting Guarantees permitted by
Section 7.02(a); and
(x) Investments not otherwise permitted by this Section
7.02(d) not to exceed Five Hundred Thousand Dollars ($500,000)
outstanding at any time in the aggregate.
(e) Dispositions. The Company shall not, and shall not permit any
of its Subsidiaries to, directly or indirectly, sell, transfer, lease or
otherwise dispose
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(including pursuant to a merger) of any asset, including Capital Stock or
assets of any Subsidiary, nor shall the Company permit any of its
Subsidiaries to issue any additional shares of its Capital Stock (each such
sale, transfer, lease, disposition or issuance a "Disposition"), except the
Company or any Subsidiary may, sell, assign, lease or otherwise dispose of
(i) inventory in the ordinary course of business, (ii) equipment that is no
longer used or useful in the Company's or any of its Subsidiaries' business
or that is physically obsolete, provided that the proceeds thereof are used
first to reduce outstanding Senior Debt and then to reduce other
outstanding Indebtedness, (iii) equipment the proceeds of which are applied
within thirty (30) days of such sale to the purchase of replacement
equipment with like value and function and (iv) other assets, provided
that: (A) fair market value of all of the assets sold in a given fiscal
year in the aggregate does not exceed the lesser of: (I) $15 million or
(II) fifteen percent (15%) of the total amount outstanding in respect of
principal and unpaid interest under the Loan Agreement immediately prior to
any such sale (provided, however, that the foregoing limitation on the
value of assets that may be sold in a given fiscal year shall not be
applicable if there then exists an event of default under the Loan
Agreement), (B) the assets are sold at their fair market value (determined
in good faith by the Board of Directors), (C) the sale is approved by the
Board of Directors and (D) the proceeds from such dispositions are applied
first to reduce outstanding Senior Debt and then to reduce other
outstanding Indebtedness. Notwithstanding the foregoing, the provisions of
this Section 7.02(e) shall not apply to any transaction if, as a result of
such transaction, the Notes and any outstanding unpaid interest (Make-Whole
Amount and other amounts) thereon are repaid in full at the closing of such
transaction.
(f) Restricted Payments. The Company shall not, and shall not
permit any of its Subsidiaries to, directly or indirectly, declare, pay or
make any Restricted Payment except:
(i) Restricted Payments made by any Subsidiary of the
Company to the Company;
(ii) subject to the subordination provisions of the
Additional Permitted Subordinated Debt, scheduled payments of interest
on the Additional Permitted Subordinated Debt;
(iii) scheduled payments of dividends in respect of the
Preferred Stock in accordance with the applicable agreements or
provisions of the Company's Organizational Documents relating thereto
in effect on the Effective Date, up to a maximum of One Hundred
Thousand Dollars ($100,000) per fiscal quarter in the aggregate;
(iv) redemptions of Capital Stock from James R. Hull in an
aggregate amount not to exceed One Million Five Hundred Thousand
Dollars ($1,500,000) in the fiscal year ended June 30, 2004 and Five
Hundred Thousand Dollars ($500,000) in each fiscal year thereafter;
provided that all permitted but unused redemption amounts under this
Section 7.02(f)(iv) in any year may be carried forward and applied in
subsequent years on a cumulative basis; and
22
(v) reimbursements of reasonable out-of-pocket expenses
incurred by representatives of the holders of the Preferred Stock
actually incurred in connection with the business of the Company , in
an aggregate amount not to exceed Fifty Thousand Dollars ($50,000.00)
in any fiscal year of the Company.
Notwithstanding the foregoing, the Company shall not,
any of its Subsidiaries to, directly or indirectly, at any
payments of the kinds specified in clauses (ii), (iii) and
7.02(f) if at the time of such payment an Event of Default
as a result of such payment.

and shall not permit
time make any
(iv) of this Section
exists or would arise

(g) Line of Business; Collection Policies and Procedures. The
Company shall not, and shall not permit any of its Subsidiaries to,
directly or indirectly, engage in any business other than the Line of
Business. The Company shall not, and shall not permit any of its
Subsidiaries to, directly or indirectly, implement any material change in
its collection policies and procedures without the prior written consent of
the Requisite Noteholders.
(h) Transactions with Affiliates. The Company shall not, and
shall not permit any of its Subsidiaries to, become a party to any
transaction with an Affiliate (other than Wholly Owned Subsidiaries of such
entity, or in the case of a Subsidiary, the Company), unless the Company's
or such Subsidiary's Managing Person shall have determined that the terms
and conditions relating thereto are as favorable to the Company or such
Subsidiary as those which would be obtainable at the time in a comparable
arms-length transaction with a Person other than an Affiliate, unless such

transaction is expressly permitted by this Agreement.
(i) Amendments, Etc. of Organizational Documents. The Company
shall not, and shall not permit any of its Subsidiaries to, enter into or
agree to any amendment, modification or waiver of any term or condition of
its Organizational Documents except for such amendments, modifications or
waivers that could not be reasonably expected to adversely affect any
Purchaser or the rights of any Purchaser under this Agreement.
(j) Financial Covenants.
(i) Total Leverage Ratio. The Company shall not permit the
Total Leverage Ratio as of the last day of any fiscal quarter ending
during any of the periods set forth below to exceed the ratio set
forth below with respect to the applicable period set forth below:
--------------------------------------------------------Period
Ratio
--------------------------------------------------------From the Effective Date through June 29, 2005
4.40:1.00
--------------------------------------------------------From June 30, 2005 through June 29, 2006
4.13:1.00
--------------------------------------------------------23
--------------------------------------------------------From June 30, 2006 through June 29, 2007
3.85:1.00
--------------------------------------------------------Thereafter
3.58:1.00
--------------------------------------------------------(ii) Senior Leverage Ratio. The Company shall not permit the
Senior Leverage Ratio as of the last day of any fiscal quarter to
exceed 2.37:1.00.
(iii) Interest Coverage Ratio. The Company shall not permit
the Interest Coverage Ratio as of the last day of any fiscal quarter
to be less than 2.47:1.00.
(iv) Fixed Charge Coverage Ratio. The Company shall not
permit the Fixed Charge Coverage Ratio as of the last day of any
fiscal quarter to be less than 1.57:1.00.
(k) Capital Expenditures. The Company will not, and will not
permit any Subsidiary to, make any Capital Expenditure during any fiscal
year if, after giving effect thereto, the aggregate amount of all Capital
Expenditures made by the Company and its Subsidiaries during such fiscal
year would exceed Four Million Nine Hundred Fifty Thousand Dollars
($4,950,000), provided that the Company may carry forward up to Four
Hundred Forty Thousand Dollars ($440,000) of permitted but unused Capital
Expenditures from the immediately preceding (but no prior) fiscal year, and
provided, further, that in no event shall Capital Expenditures exceed Five
Million Three Hundred Ninety Thousand Dollars ($5,390,000) in any such
fiscal year.
(l) Permitted RMR Acquisitions. The Company will not acquire
Security Alarm Contracts or enter into any Approved Alarm Purchase
Agreement requiring the Company to acquire Security Alarm Contracts from
any Approved Alarm Dealer or purchase ownership or equity interests of an
Approved Alarm Dealer as a method of acquiring Security Alarm contracts, if
after giving effect to such transaction:
(i) the Aggregate Purchase Price of RMR acquired from such
Approved Alarm Dealer (whether before or after the Effective Date)
would exceed two percent (2%) in any month of the aggregate amount of
the Company's subscriber accounts as of the end of the month most
recently required to be reported to the Purchasers, provided that
one-time bulk purchases under five percent (5%) of the aggregate
amount of the Company's subscriber accounts as reflected on the
balance sheet of the company for the month most recently required to
be reported to the Company shall be permitted; or
(ii) the Aggregate Purchase Price of Security Alarm
Contracts acquired from such Approved Alarm Dealer during any period
of twelve (12) consecutive months from and after the Effective Date
would exceed ten percent (10%) of the aggregate amount of the
Company's subscriber accounts as reflected
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on the balance sheet of the Company for the month most recently
required to be reported to the Purchasers.

Acquisitions of Security Alarm Contracts from Approved Alarm Dealers to the
extent permitted under this Section 7.02(l) are referred to herein as
"Permitted RMR Acquisitions.""
1.08 Section 7.03 of the Original Agreement is hereby deleted in its
entirety.
1.09 Section 8.01(c) of the Original Agreement is replaced in its entirety
with the following:
"(c) The Company (i) shall default in the performance of any
covenant contained in Sections 7.02(a), (b), (e) or (j); or (ii) shall
default in the performance of any other covenant contained in Section 7.02
and such default shall remain uncured for ten (10) days; or"
1.10 Section 8.01(f) of the Original Agreement is replaced in its entirety
with the following:
"(f) The Company or any Subsidiary shall fail to pay any Indebtedness
exceeding $500,000 owing by the Company or such Subsidiary (as the case may be),
or any interest or premium thereon, when due (or, if permitted by the terms of
the relevant document, within any applicable grace period), whether such
Indebtedness shall become due by scheduled maturity, by required prepayment, by
acceleration, by demand or otherwise, unless such failure to pay shall be waived
by the holder or holders of such Indebtedness or such trustee or trustees; or"
1.11 Exhibit 2.01 to the Original Agreement is hereby replaced in its
entirety with Exhibit A hereto.
2.

Redemption and Modification of Notes.

2.01 Purchase of Senior Subordinated Notes and Redemption of Notes. The
Purchaser hereby agrees to purchase $23,180,000 of Senior Subordinated Notes in
the Offering. At the closing of the Offering, the Company agrees to use a
portion of the proceeds from the Offering to (i) redeem $20,490,927.10 aggregate
principal amount of the Notes at a redemption price of $23,180,000 in cash (the
"Redemption"), (ii) pay to the Purchaser $374,808.06 in cash for accrued
interest on the portion of the Notes redeemed and (iii) pay to the Purchaser a
transaction fee of $204,909.27 in cash. The remaining $20,490,927.11 principal
amount of the Notes outstanding after the Redemption will be amended as provided
in Section 2.02 hereof.
2.02 Modification of Notes. The parties hereto agree that the scheduled
maturity date of the Notes that remain outstanding after the Redemption shall be
extended to March 1, 2010. If the Notes are not redeemed in full prior to
December 15, 2003, the non-cash portion of interest rate on the Notes shall be
increased from 1.5% per annum to 2.5% per annum, which increased rate shall
apply retroactively to the Effective Date. Section 2.01 of the Original
Agreement shall be amended to reflect such modifications as set forth in Section
1.03 hereof.
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2.03 Cancellation of Notes. Upon execution and delivery of this Amendment,
in order to properly reflect the partial redemption of the Notes pursuant to
Section 2.01 and the modification as contemplated by Section 2.02 hereof, the
Purchaser shall surrender the Notes in exchange for new Notes, dated the
Effective Date. The new Notes issued shall be substantially in the form set
forth as Exhibit A attached hereto and shall be in the aggregate principal
amount of $20,490,927.11. The parties hereto further agree that any reference to
the term Notes in the Original Agreement shall include the new Notes issued
pursuant to this Section 2.03.
3.

Miscellaneous.

3.01 Registration Rights. Other than pursuant to the terms of the Fourth
Amended and Restated Registration Agreement, dated January 18, 2002, by and
among the Company and the Pledgors, the Warrant Agreement, dated November 10,
1994, between the Company and Heller Financial, Inc., and the Registration
Rights Agreement, dated the Effective Date, among the Company, Banc of America
Securities LLC and Fleet Securities, Inc., no Person has demand or other rights
to cause the Company or any of its Subsidiaries to file any registration
statement under the Securities Act relating to any securities of the Company or
any of its Subsidiaries or any right to participate in any such registration
statement.
3.02 Representations and Warranties Incorporated from Loan Agreement. Each
of the representations and warranties given by the Company to the Banks in the
Loan Agreement is true and correct in all material respects as of the Effective
Date.
3.03 Effect. Except as amended hereby, the Original Agreement shall remain
in full force and effect.

3.04 Defined Terms. All capitalized terms used but not specifically defined
herein shall have the same meanings given such terms in the Original Agreement
unless the context clearly indicates or dictates a contrary meaning.
3.05 Notices. All notices, requests, demands and other communications
provided for in this Amendment shall be delivered in compliance with Section
9.03 of the Original Agreement.
3.06 Costs, Expenses, Taxes. The Company agrees to pay on demand all costs
and expenses of the Purchaser in connection with the preparation, execution and
delivery of this Amendment and other instruments and documents to be delivered
hereunder.
3.07 Governing Law. This Amendment shall be governed by, and construed and
enforced in accordance with, the internal laws of the State of New York.
3.08 Counterparts. This Amendment may be executed in any number of
counterparts, all of which taken together shall constitute one and the same
instrument, and each of the parties hereto may execute this Amendment by signing
any of such counterparts.
[REMAINDER OF THIS PAGE INTENTIONALLY LEFT BLANK]
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IN WITNESS WHEREOF, the parties hereto have hereunto set their hands as of
the date first above written.
THE NORTHWESTERN MUTUAL LIFE
INSURANCE COMPANY
By:

/s/ Mark E. Kishler
-----------------------------Name: Mark E. Kishler
---------------------------Title: Authorized Representative
--------------------------MONITRONICS INTERNATIONAL, INC.

By: /s/ James R. Hull
------------------------------Name: James R. Hull
Title: President
EXHIBIT A
EXHIBIT 2.01
Principal Amount of
Notes or Number of
Warrants To be
Name of Purchaser
Type of Security
Purchased
- ------------------------------------------------------------The Northwestern Mutual Life
Notes
$20,490,927.11
Insurance Company
720 East Wisconsin Avenue
Warrants
1,133,328
Milwaukee, Wisconsin 53202
Attn: Securities Department
Telecopier: (414) 665-7124
Payments
All payments on or in respect of the Notes to be by bank wire transfer of
Federal or other immediately available funds (identifying each payment as
"Monitronics International, Inc., 13.5% Subordinated Notes due 2009, PPN609453
A* 6, principal, premium or interest") to:
Bankers Trust Company (ABA #0210-01033)
16 Wall Street
Insurance Unit, 4th Floor
New York, New York 10005
for credit to: The Northwestern Mutual Life Insurance Company
Account Number 00-000-027
Notices

All notices and communications to be addressed as first provided above, except
notices with respect to payments and written confirmation of each such payment
to be addressed, Attention: Investment Operations, Fax Number: (414) 665-5714.
Name of Nominee in which Notes are to be issued: None
Taxpayer I.D. Number: 39-0509570
THIS PROMISSORY NOTE HAS NOT BEEN REGISTERED UNDER THE SECURITIES ACT OF 1933,
AS AMENDED, OR ANY APPLICABLE STATE SECURITIES LAWS AND MAY NOT BE SOLD OR
TRANSFERRED WITHOUT COMPLIANCE WITH THE REGISTRATION OR QUALIFICATION PROVISIONS
OF APPLICABLE FEDERAL AND STATE SECURITIES LAWS OR APPLICABLE EXEMPTIONS
THEREFROM.
THIS PROMISSORY NOTE IS SUBJECT TO AN INTERCREDITOR AND SUBORDINATION AGREEMENT
DATED AS OF AUGUST 25, 2003, WITH THE BANKS (AS DEFINED IN THE AGREEMENT
REFERENCED BELOW) AND MONITRONICS INTERNATIONAL, INC. AND AN INTERCREDITOR AND
SUBORDINATION AGREEMENT DATED AS OF AUGUST 25, 2003, WITH THE COMPANY ON BEHALF
OF THE MONITRONICS INTERNATIONAL, INC. HOLDERS OF SENIOR SUBORDINATED DEBT (AS
DEFINED IN THE AGREEMENT REFERENCED BELOW).
MONITRONICS INTERNATIONAL, INC.
13.5% SUBORDINATED NOTE DUE 2009
No. 2
$20,490,927.11

August 25, 2003
PPN: 609453 A* 6

FOR VALUE RECEIVED, Monitronics International, Inc., a Texas corporation
(the "Company"), hereby promises to pay to The Northwestern Mutual Life
Insurance Company, or assigns (hereinafter referred to as the "Payee"), on or
before March 1, 2010 the principal sum of Twenty Million Four Hundred Ninety
Thousand Nine Hundred Twenty Seven and 11/100 Dollars ($20,490,927.11) or such
part thereof as then remains unpaid, and to pay interest from the date hereof on
the whole amount of said principal sum remaining from time to time unpaid at the
rate of thirteen and one-half percent (13.5%) per annum, such interest to be
payable semi-annually in arrears on the last Business Day of June and December
in each year and at maturity or prior prepayment of the Notes, the first such
payment to be due and payable on the last Business Day of June, 2002, until the
whole amount of the principal hereof remaining unpaid shall become due and
payable, provided that payment will be made in cash only of interest accrued
hereon at the rate of twelve percent (12%) per annum and the remaining accrued
interest shall be added to the outstanding principal amount hereof (and
thereafter bear interest at thirteen and one half percent (13.5%) per annum).
Notwithstanding the foregoing, beginning on December 15, 2003, the interest rate
on the Notes shall be increased to fourteen and one-half percent (14.5%) per
annum with the Cash Interest component remaining at twelve percent (12%) per
annum and the remaining accrued interest shall be added to the outstanding
principal of the Notes. The increased interest rate shall be applied
retroactively to August 25, 2003. Principal, Make-Whole Amount, if any, and
interest shall be payable in lawful money of the United States of America, in
immediately available funds, by wire transfer of funds to the account or
accounts designated in writing by the Payee or in such other manner as the Payee
may designate from time to time in writing to the Company. Interest shall be
computed on the basis of a 360-day year for the actual number of days elapsed.
Nothing in this Note shall require the Company to pay interest at a rate in
excess of the maximum rate permitted by applicable law. Any interest payable
hereunder or under any other instrument relating to the indebtedness evidenced
hereby that is in excess of the maximum rate permitted by applicable law shall,
in the event of
acceleration of maturity, late payment, prepayment, or otherwise, be applied to
a reduction of the unrepaid indebtedness evidenced hereby and not to the payment
of interest, or if such excessive interest exceeds the unpaid balance of such
unrepaid indebtedness, such excess shall be refunded to the Company. To the
extent not prohibited by applicable law, determination of the maximum rate
permitted by applicable law shall at all times be made by amortizing, prorating,
allocating and spreading in equal parts during the full term of the indebtedness
evidenced hereby, all interest at any time contracted for, charged or received
from the Company in connection with the indebtedness evidenced hereby, so that
the actual rate of interest on account of such indebtedness is uniform
throughout the term thereof.
This Note is issued pursuant to and is entitled to the benefits of a
certain Subordinated Note and Warrant Purchase Agreement, dated as of January
18, 2002, as amended on August 25, 2003, by and among the Company and the
institutional investors named therein (as the same may be amended from time to
time, referred to herein as the "Agreement"), and each holder of this Note, by
its acceptance hereof, agrees to be bound by the provisions of the Agreement.
The Company and the Payee further acknowledge and agree that (i) this Note is
subject to prepayment, in whole or in part, and to certain mandatory redemption
payments, as specified in the Agreement, (ii) the principal of and interest on

this Note is subordinated to certain indebtedness of the Company owed to the
Banks (as defined in the Agreement) and the holders of Senior Subordinated Debt
(as defined in the Agreement) pursuant to the Subordination Agreements (as
defined in the Agreement) and (iii) in case of an Event of Default, as defined
in the Agreement, (a) the principal of this Note may become or may be declared
due and payable in the manner and with the effect provided in the Agreement and
(b) the principal of this Note, and any unpaid interest thereon, shall bear
interest at the rate of sixteen and one half percent (16.5%) per annum as
provided in the Agreement.
As further provided in the Agreement, upon surrender of this Note for
transfer or exchange, a new Note or new Notes of the same tenor dated the date
to which interest has been paid on the surrendered Note and in an aggregate
principal amount equal to the unpaid principal amount of the Note so surrendered
will be issued to the transferee or transferees.
In case any payment herein provided for shall not be paid when due, the
Company promises to pay all costs of collection, including all reasonable
attorney's fees.
This Note shall be governed by, and construed in accordance with, the
internal laws of the State of New York.
The Company and all endorsers and guarantors of this Note hereby waive
presentment, demand, notice of nonpayment, protest and all other demands and
notices in connection with the delivery, acceptance, performance or enforcement
of this Note.
IN WITNESS WHEREOF, the Company has executed this Note under seal as of the
date first written above.
MONITRONICS INTERNATIONAL, INC.
By:
----------------------------------------Name: James R. Hull
Title: President and Chief Executive Officer
[Corporate Seal]
ATTEST:
By:
------------------------------Title:
----------------------------

Exhibit 10.32
PREFERRED STOCK SUBORDINATION AGREEMENT
PREFERRED STOCK SUBORDINATION AGREEMENT (this "Agreement") dated as of May
10, 1996 by and among Monitronics International, Inc., a Texas corporation (the
"Company"), Capital Resource Lenders II, L.P., a Delaware limited partnership,
Austin Ventures Ill-A, L.P., a Delaware limited partnership, and Austin Ventures
Ill-B, L.P., a Delaware limited partnership (collectively, the "Purchasers"),
and the holders of Preferred Stock (as defined herein) whose names appear on the
signature pages to this Agreement.
W I T N E S S E T H:
WHEREAS, the parties hereto (other than the Company) are the holders of
certain obligations and securities of the Company and the parties hereto desire
to establish hereby the relative rights and priorities of payment of such
obligations and securities to such parties.
NOW, THEREFORE, for good and valuable consideration, the receipt and
sufficiency of which are hereby acknowledged, the parties hereto agree as
follows:
SECTION 1. DEFINITIONS.
As used in this Agreement, the following terms shall have the following
meanings:
"Notes" shall mean the 12.0% Senior Subordinated Notes due June 30, 2003
issued by the Company pursuant to the Purchase Agreement, and any notes issued
in exchange therefor or in replacement thereof, as the same may be amended,
modified or supplemented.
"Preferred Stock" shall mean the Company's Preferred Stock, par value $0.01
per share, as authorized on the date of this Agreement.
"Purchase Agreement" shall mean the Senior Subordinated Note and Warrant
Purchase Agreement dated the date hereof by and among the Company and the
Purchasers, as hereinafter amended, modified or supplemented.
"Senior Creditor" shall mean any holder of Senior Obligations as such.
"Senior Obligations" shall mean all indebtedness of the Company for
principal, interest, fees, expenses and other amounts now existing or hereafter
incurred or due and owing under the Notes and/or the Purchase Agreement.
"Subordinated Investor" shall mean any holder of Subordinated Obligations
as such.
"Subordinated Obligations" shall mean any and all obligations or
liabilities of the Company now existing or hereafter arising, absolute or
contingent, arising by contract, at law or otherwise, with respect to (a)
dividends payable on Preferred Stock, (b) the purchase, redemption or other
acquisition of Preferred Stock, and (c) any other amount payable to holders of
Preferred Stock as such.

Unless otherwise defined herein, capitalized terms used in this Agreement shall
have the meanings assigned to them in the Purchase Agreement.
SECTION 2. SUBORDINATION.
2.1 Subordination. Each of the Subordinated Investors agrees, for itself
and each future holder of Subordinated Obligations and for the benefit of all
present and future holders of Senior Obligations, that in the manner and to the
extent set forth in this Section 2, the Subordinated Obligations and the
Preferred Stock are and shall be expressly subordinate and junior in right of
payment to all Senior Obligations.
2.2 Restrictions on Payments. So long as any Senior Obligations are
outstanding, neither the Company nor any of its Subsidiaries will make or cause
to be made, and no Subordinated Investor will demand, accept or receive,
directly or indirectly, any payment (in cash, property, by set-off or otherwise)
on or with respect to Subordinated Obligations (except securities which are
subordinate and junior in right of payment to the Senior Obligations).
2.3 Turn-Over of Payments Received. If any Subordinated Investor receives
any payment or distribution on Subordinated Obligations which it is not entitled
to receive and retain under the provisions of this Section 2, such Subordinated
Investor will hold any amount so received in trust for the Senior Creditors and
shall forthwith remit such payment in the form received (with any necessary
endorsements) to the Senior Creditors.

2.4 Limitations on Remedies. So long as any Senior Obligations are
outstanding, no Subordinated Investor shall (a) commence or join (unless the
Senior Creditors shall also join) in any proceeding against the Company or any
of its Subsidiaries under any bankruptcy, reorganization, readjustment of debt,
arrangement of debt, receivership, liquidation or insolvency law or statute of
any federal or state government, or (b) commence any action or proceeding
against the Company or any of its Subsidiaries to enforce payment or to collect
payment of all or any part of the Subordinated Obligations; provided, however,
that this Section 2.4 shall not be construed so as to prevent the Company or any
of its Subsidiaries from filing a voluntary proceeding under any bankruptcy,
reorganization, readjustment of debt, arrangement of debt, restructuring,
liquidation or insolvency law or statute of any federal or state government.
2.5 Subordination Not Affected. A Senior Creditor may at any time and from
time to time, without the consent of or notice to the Subordinated Investors,
without incurring liability to the Subordinated Investors, and without impairing
or releasing the obligations of the Subordinated Investors under this Agreement:
(a) change the manner, place or terms of payment or change the time of payment
of or renew, alter, waive, release or compromise the Senior Obligations or any
security therefor, or amend or modify in any manner any agreement, note,
guaranty or other instrument evidencing or securing or otherwise relating to any
Senior Obligations, except that the Senior Creditors shall not extend the
maturity of the Senior Obligations beyond June 30, 2003 without the written
consent of the Subordinated Investors; (b) exercise or refrain from exercising
any rights against the Company and others (including Subordinated Investors);
and (c) apply any sums by whomsoever paid or howsoever realized to the Senior
Obligations.
-2SECTION 3. MISCELLANEOUS.
3.1 Instrument Legend. Any certificate, agreement or instrument evidencing
any of the Subordinated Obligations shall be inscribed with a legend or shall
otherwise conspicuously indicate that the obligations evidenced thereby are
subordinate and junior in right of payment to the Senior Obligations in the
manner and to the extent set forth in this Agreement.
3.2 Transfer of Claims. No Subordinated Investor shall sell, assign or
otherwise transfer, in whole or in part, any Subordinated Obligations or any
interest therein, unless such sale, assignment or transfer is made expressly
subject to and the transferee becomes bound by the terms of this Agreement
applicable to such Subordinated Obligations.
3.3 Waivers by Subordinated Investors. All Senior Obligations shall be
deemed to have been made or incurred in reliance upon this Agreement. The
Subordinated Investors expressly waive all notice of the acceptance by the
Senior Creditors of the subordination and other provisions of this Agreement and
all other notices whatsoever, and expressly waive proof of reliance by the
Senior Creditors upon the subordination and other agreements herein set forth.
The Senior Creditors shall have no liability to the Subordinated Investors for
any and all actions which the Senior Creditors, in good faith and without
willful misconduct or breach of an express obligation to the Subordinated
Investors hereunder, take or omit to take with respect to the agreements or
instruments creating, evidencing or securing Senior Obligations or the
collection of the Senior Obligations.
3.4 Governing Law and Consent to Jurisdiction. This Agreement shall be
construed and interpreted, and the rights and obligations of the parties hereto
determined, in accordance with the laws of The Commonwealth of Massachusetts.
The parties consent to the jurisdiction of the courts of The Commonwealth of
Massachusetts as to any issues related to this Agreement, including the
validity, enforceability, or interpretation thereof, which require judicial
resolution.
3.5 Successors and Assigns. This Agreement shall be binding upon, and shall
inure to the benefit of, the parties hereto and their respective transferees,
successors and assigns, including without limitation any receiver, trustee,
custodian, or debtor-in-possession, as holders of Senior Obligations and
Subordinated Obligations.
3.6 Notices. Any notice given hereunder shall be in writing and shall be
deemed to have been validly given to a party hereto (i) three business days
after being deposited in the United States Postal Service as registered or
certified mail, return receipt requested, with proper postage prepaid, and
addressed to such party at its address set forth on Exhibit A to this Agreement,
or at such other address as such party may designate to the other parties by
like notice; or (ii) on the date of delivery at such party's address as
specified above by hand delivery, telex, telegraph or facsimile transmitter.
3.7 Section Titles. The section titles contained in this Agreement are and
shall be without substantive meaning or content of any kind whatsoever, are not
a part of the agreement between the parties hereto, and are provided solely for

convenience of reference.
3.8 Waivers. etc. No failure to exercise and no delay in exercising any
right, power or privilege under this Agreement shall operate as a waiver
thereof; and no single or partial
-3exercise of any right, power or privilege under this Agreement shall preclude
any other or further exercise thereof or the exercise of any other right, power
or privilege. The rights and remedies provided in this Agreement are cumulative
and shall not be exclusive of any rights or remedies provided by other
agreements or by law.
3.9 Amendments. The subordination provisions contained herein are for the
benefit of the holders from time to time of Senior Obligations, and may be
rescinded or cancelled, and except as otherwise expressly provided for herein,
amended or modified, only with the express prior written consent of all holders
of the Senior Obligations and Subordinated Obligations.
3.10 Counterparts. This Agreement may be executed in any number of separate
counterparts, all of which shall constitute one and the same agreement.
[REMAINDER OF THIS PAGE INTENTIONALLY LEFT BLANK]
-4IN WITNESS WHEREOF, this Preferred Stock Subordination Agreement has been
executed by the parties hereto as of the day and year first above set forth.
THE COMPANY
MONITRONICS INTERNATIONAL, INC.
By: /s/ James R. Hull
-----------------------------------Name: James R. Hull
Title: President and C.E.O.
THE PURCHASERS
CAPITAL RESOURCE LENDERS II, L.P.
By: Capital Resource Partners II, L.P.,
its General Partner
By:

/s/ illegible signature
-----------------------------------Title: Authorized Representative

AUSTIN VENTURES III-A, L.P.
By: AV Partners III, L.P.
Its General Partner
By:
-----------------------------------Title:
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IN WITNESS WHEREOF, this Preferred Stock Subordination Agreement has been
executed by the parties hereto as of the day and year first above set forth.
THE COMPANY
MONITRONICS INTERNATIONAL, INC.
By:
-----------------------------------Name:
Title:

THE PURCHASERS
CAPITAL RESOURCE LENDERS II, L.P.
By: Capital Resource Partners II, L.P.,
its General Partner
By:
-----------------------------------Title:
AUSTIN VENTURES III-A, L.P.
By: AV Partners III, L.P.
Its General Partner
By: /s/ Blaine F. Wesner
-----------------------------------Title: Authorized Signatory
S-2
AUSTIN VENTURES III-B, L.P.
By: AV Partners III, L.P.
Its General Partner
By: /s/ Blaine F. Wesner
-----------------------------------Title: Authorized Signatory
THE PREFERRED STOCKHOLDERS
AUSTIN VENTURES III-A, L.P.
By: AV Partners III, L.P.
Its General Partner
By: /s/ Blaine F. Wesner
-----------------------------------Title: Authorized Signatory
AUSTIN VENTURES III-B, L.P.
By: AV Partners III, L.P.
Its General Partner
By: /s/ Blaine F. Wesner
-----------------------------------Title: Authorized Signatory
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EXHIBIT A
ADDRESSES
If to the Company:

Monitronics, International, Inc.
12801 Stemmons Freeway
Suite 821
Dallas, Texas 75234
Attention: James R. Hull
Fax Number: (214) 484-1393

With a copy to:

Glast, Phillips & Murray, P.C.
Suite 2200, L.B. 48
One Galleria Tower
Dallas, Texas 75240-6657
Attention: Mike Parsons, Esq.

Fax Number: (214) 419-8329
If to the Purchasers:

Capital Resource Partners
175 Portland Street, Suite 300
Boston, MA 02114
Attention: Stephen M. Jenks
Fax Number: (617) 723-9819

With a copy to:

Testa, Hurwitz & Thibeault, LLP
High Street Tower
125 High Street
Boston, MA 02110
Attention: Andrew E. Taylor, Jr., Esq.
Fax Number: (617) 248-7100

If to the Preferred Stockholders:

c/o Austin Ventures
1300 Norwood Tower
114 West Seventh Street
Austin, Texas 78701
Attention: Blaine F. Wesner
Fax Number: (512) 476-3952

With a copy to:

Hughes & Luce, L.L.P
111 Congress Avenue
Suite 900
Austin, Texas 78701
Attention: William R. Volk
Fax Number: (512) 482-6859
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Exhibit 10.33
AV ALARM, INC.
EMPLOYMENT AGREEMENT
The Employment Agreement (the "Agreement") is executed on and effective as
of October 21, 1994 (the "Effective Date") by and between AV Alarm, Inc. a Texas
corporation (the "Corporation"), and James R. Hull ("Employee").
RECITAL:
The Corporation and the Employee desire to enter into an employment
agreement on the terms and subject to the conditions set forth in this
Agreement.
AGREEMENTS:
The Employee and the Corporation agree as follows:
1. Employment. The Corporation hereby employs the Employee and the Employee
hereby accepts employment with the Corporation, on the terms arid conditions set
forth in the Agreement.
2. Term. The term of the Employee's employment under this Agreement shall
commence with the date hereof and terr4nate on October 31, 1997, provided, such
employment shall be renewable, commencing on November 1, 1997 and each November
1 thereafter, for successive one year periods expiring on October 31 of the
following year, unless written notice of nonrenewal is given by the Corporation
to the Employee on or before October 1, 1997 or October 1 during any subsequent
renewal period (the Employee's term of employment is referred to as the
"Employment Period"). If the Corporation terminates the Agreement, it will be
deemed to be a termination without "Cause", subject to section 6(c), unless the
Agreement is then being reviewed and renegotiated in good faith by the
Corporation.
3. Duties. The Employee will faithfully and to the best of his ability perform
the duties of Chief Executive Officer, President and Chairman of the Board of
the Corporation or any other duties assigned to him by the board of directors of
the Corporation (the "Board of Directors") from time to time.
4. Compensation.
(a) Base Salary. The Employee shall receive a base salary of $150,000 (the
"Base Salary") (such Base Salary shall be payable in regular and equal
semi-monthly installments). The Base Salary will be increased by a minimum of
10% on November 1 of each year during the Employment Period.
(b) Incentive Compensation. The Board of Directors shall evaluate the
Employee's performance annually. The Employee shall be eligible for such bonuses
as the Board of Directors. in its sole discretion, deems appropriate.
(c) Life Insurance. The Corporation shall pay the premiums on a term life
insurance policy in the amount of $750,000 on Employee's life, provided Employee
is insurable at commercially reasonable rates, and the proceeds thereof shall be
payable to the Employee's designated beneficiary or if no beneficiary is
designated, to the Employee's estate.
(d) Indemnification. The Employee shall be entitled to indemnification as
an officer and director of the Corporation to the same extent as the other
executive officers and directors of the Corporation.
5. Fringe Benefits.
(a) Generally. The Employee shall receive such fringe benefits as are made
available by the Board of Directors of the Corporation. and such other benefits
as the Board of Directors may from rime to time, in its sole discretion, make
available to the Employee.
(b)
vacation
provided
vacation

Vacation. The Employee shall be entitled to receive four (4) weeks paid
annually, or more if the Corporation's vacation policy so provides,
that the Employee may take no more than two (2) consecutive weeks of
at a time.

6. Termination of Employment.
(a) Termination for Cause. During the term of this Agreement, the
Corporation shall be entitled to terminate the Employee's employment at any time
(subject to the 10-day notice period provided in paragraph 6(b) in the event of
Nonperformance by Employee) with Cause immediately upon written notice to the
Employee specifying the Cause, and the date of termination. For this purpose,
"Cause" shall mean (i) the Employee's death or disability as defined in the
disability insurance policy to be obtained by the Corporation for Employee or in
the absence thereof, a disability which in the reasonable opinion of the Board

of Directors renders the Employee unable in any material respect to perform his
duties under this Agreement, for a period of at least six consecutive months,
(ii) any act by Employee which renders or could reasonably be expected to render
Employee or the Corporation, ineligible to obtain any material license or other
material autho4ization necessary to conduct the business of the Corporation,
(iii) any wrongful act to enrich Employee at the expense of the Corporation,
(iv) any act or failure to act by or of the Employee constituting gross
negligence, fraud or willful misconduct in the course of employment, (v)
Employee's commission of a felony, or (vi) Employee's repeated failure to follow
lawful and reasonable directions given by or on behalf of the Board of
Directors. A voluntary termination by Employee shall be deemed to be a
termination for "Cause." In the event of termination for Cause, payments for
Base Salary shall be prorated to the date of termination and the Corporation
shall have no further liability to the Employee.
(b) Termination for Nonperformance by Employee. During the term of this
Agreement, the Corporation shall be entitled to terminate the Employee's
employment at any rime upon ten days prior notice for a material adverse
deviation between the Corporation's actual results from operation or financial
condition as compared with the Corporation's business plan or future plans
approved on an annual basis by the Board of Directors ("Nonperformance by
Employee"). In the event of a termination for Nonperformance by Employee, as the
Employee's
-2sole remedy against the Corporation, the Corporation shall continue to pay the
employee his semi-monthly installments of Base Salary, arid provide for health
insurance at the cost of the Corporation, for a period equal to the greater of
six months or until the next anniversary date of this Agreement.
(c) Termination Without Cause. If this Agreement is terminated by the
Corporation for any reason other than for Cause or Nonperformance by Employee,
or if the Agreement is terminated by the Corporation for what the Corporation
believes is Cause and it is ultimately determined that the Employee was
terminated without Cause, as the Employee's sole remedy against the Corporation,
the Corporation shall continue to pay the employee his semi-monthly installments
of Base Salary, and provide for health insurance at the cost of the Corporation,
for a period equal to the lesser of 24 months or until October 31, 1997, and the
Employee shall have such vesting rights as may be provided under the Employee's
Stock Option Agreement with the Corporation attached hereto as Exhibit A.
(d) Duty to Mitigate; Restrictions of Ability to Pay. After any termination
to which section 6(b) or section 6(c) applies, the Employee shall as promptly as
practicable use his good faith best efforts to gain new employment or equivalent
salary and benefits. The Corporation's post-termination payment obligations
under section 6(b) or section 6(c) shall terminate upon Employee's first day of
new employment.
7. Inventions and Improvements. Concurrently with the execution and delivery of
this Agreement, as a condition to Employee's employment, the Employee and the
Corporation shall enter into the Proprietary Information Agreement attached as
Exhibit B.
8. Nondisclosure; Non-solicitation. (a) In the Employee's position of
employment, he will have access to confidential information and trade secrets
("Confidential Information") pertaining to, or arising from, the business of the
Corporation. The Employee acknowledges that such Confidential Information is
unique and valuable to the Corporation's business and that the Corporation would
suffer irreparable injury if this information were divulged to those in
competition with the Corporation. Therefore, the Employee agrees to keep in
strict secrecy and confidence, both during and after the period of his
employment, any and all information which the Employee acquires, or to which the
Employee has access, during employment with the Corporation, that has not been
publicly disclosed by the Corporation or that is not a matter of common
knowledge by the Corporation's competitors. The Confidential Information covered
by this Agreement shall include, but shall not be limited to, information
relating to any inventions, processes, formulae, plans, devices, compilations of
information, technical data, distribution methods, arrangements entered into
with suppliers and customers, including but not limited to pricing information,
terms of purchase and sale, proposed expansion plans of the Corporation,
marketing and pricing strategies and trade secrets of the Corporation.
(b) Except with prior written approval of the Corporation, during or after
the Employee's employment under this Agreement the Employee will neither (i)
disclose any Confidential Information to any person except authorized personnel
of the Corporation, on its subsidiaries or affiliated companies, nor (ii) use
Confidential Information in any way. Upon termination of the Employee's
employment, whether voluntary or involuntary the Employee will promptly return
to
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the Corporation all documents, records or other memorializations including
copies of and any documents and any notes which the Employee has prepared, that
contain Confidential Information or relate to the Corporation's business.
(c) Without the prior written consent of the Corporation, during the term
of Employee's employment by the Corporation and for twelve months after
termination of Employee's employment, neither the Employee nor any entity owned
or controlled by the Employee will, for the Employee's benefit or the benefit of
any third party, directly solicit the employment of any employee of the
Corporation, or any of its subsidiaries or affiliated companies or influence or
induce any such employee to leave or decline employment by the Corporation, or
any of its subsidiaries or affiliated companies. Employee shall not be
prohibited from hiring a former employee of the Corporation as long as such
employee's employment with the Corporation has been terminated (whether by the
Corporation or by such employee) for at least one year.
9. Noncompetition.
(a) During the term of this Agreement, and for a period of two years
following termination of this Agreement for any reason, except for termination
without Cause, the Employee will not and will cause any Affiliate (as defined
below) of the Employee (collectively, the "Bound Parties") not to, directly or
indirectly manage, operate, control, participate or engage in, or become
interested in or connected with in any way (including, without limitation, as a
partner, stockholder, investor, owner, director, officer, employee, agent or
consultant, except the ownership of five percent or less of the outstanding
capital stock or partnership interests of a publicly traded corporation or
partnership), or lend any money to or guaranty any obligations of (except for
the ownership of five percent or less of the outstanding debt securities of a
publicly traded corporation or partnership), any person, business, firm or
entity (each a "Person") engaged in any security alarm monitoring services
business or any other related or similar activity within, based in, or into, the
Protected Market. The "Protected Market" means the United States of America and
Canada. The term "Affiliate" means any person directly or indirectly
controlling, controlled by, or under common control with, the person with
respect to whom the term "Affiliate" is used. The Bound Parties shall not be
bound by any covenant not to compete if Employee's employment (i) was terminated
by the Corporation without Cause or (ii) if the Employment Period is nor renewed
by the Corporation, unless Employee refuses to accept an offer by the
Corporation to renew the Employment Period on terms substantially similar to
those in effect immediately prior to the expiration of the Employment Period.
(b) As consideration for the Bound Parties' agreement riot to compete with
the Corporation as provided in this Agreement, the Corporation has entered into
and consummated the transactions contemplated in the Asset Purchase Agreement
dated this date between the Corporation and My Alarm, Inc., an Iowa corporation,
and the Stock Purchase Agreement dated this date between the Corporation and the
Purchasers (as defined therein).
(c) This Agreement is necessary for the protection of the legitimate
business interests of the Corporation. The scope of this Agreement in time,
geography arid types and limits of activities is reasonable.
-4(d) Because of the confusion to the customers of the Corporation and to the
public that a breach of this Agreement would create, the Corporation will not
have an adequate remedy at law if any of the Bound Parties breaches this
Agreement. The Corporation will be entitled to apply to any court of competent
jurisdiction for an injunction prohibiting any violations of the provisions of
this Agreement, and a restraining order and/or injunction may issue against any
of the Bound Parties, in addition to any other rights the Corporation may have.
The Bound Parties hereby waive the claim or defense that an adequate remedy at
law exists, and none of' the Bound Parties will urge in any, such action or
proceeding that any such remedy at law exists.
10. Specific Performance. In the event of any controversy concerning the rights
or obligations of the parties under this Agreement, such rights or obligations
shall be enforceable in a court of equity by a decree of specific performance.
Such remedy, however, shall be cumulative and nonexclusive and shall be in
addition to any other remedy to which the parties may be entitled. If either
party successfully prosecutes an action to enforce its rights under this
Agreement, such party shall be entitled to receive attorney's fees and costs in
addition to any other remedy to which it may be entitled.
11. Waiver. The failure of either party to insist, in any one or more instances,
upon performance of the terms or conditions of this Agreement shall not be
construed as a waiver or a relinquishment of any right granted under this
Agreement or of the future performance of any other remedy to which it may be
entitled.
12. Notices. Any notice to be give under this Agreement shall be deemed
sufficient if addressed in writing, and delivered by registered or certified
mail or delivered personally, in the case of the Corporation to its principal

business office and in the case of the Employee, to his address appearing on the
records of the Corporation, or to such other address as he may have designated
in writing to the Corporation.
13. Severability. In the event that any provision shall be held to be invalid or
unenforceable for any reason whatsoever, it is agreed such invalidity or
unenforceability shall not affect any other provision of this Agreement and the
remaining covenants, restrictions and provisions hereof shall remain in full
force and effect and any court of competent jurisdiction may so modify the
objectionable provision as to make it valid, reasonable and enforceable.
14. Amendment. This Agreement may only be amended with the prior written consent
of the Board of Directors and by an agreement in writing signed by all of the
parties hereto.
15. Governing Law. This Agreement shall be governed by and construed in
accordance with the internal laws but not the law of conflicts of the State of
Texas.
16. Benefit. This Agreement shall be binding upon and inure to the benefit of
and shall be enforceable by and against the Corporation, its successors and
assigns, and Employee, his heirs, beneficiaries and legal representatives. it is
agreed that the rights and obligation of the Employee may not be assigned or
delegated except as specifically set forth in this Agreement.
* * *
-5IN WITNESS WHEREOF, the parties have executed this Employment Agreement as
of the Effective Date.
EMPLOYEE:
/s/ James R. Hull
October 21, 1994
- -------------------------------------James R. Hull
CORPORATION:
AV Alarm, Inc.
By: /s/ James R. Hull
---------------------------------James R. Hull
President

October 21,1994
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Exhibit 10.34
AGREEMENT
This Agreement dated as of August 18, 2003 (this "Agreement"), is entered
into between James R. Hull ("Hull") and Monitronics International, Inc., a Texas
corporation (the "Corporation").
In consideration of the mutual agreements set forth herein, together with
other good and valuable consideration, the receipt and sufficiency of which are
hereby acknowledged, the parties hereto agree as follows:
1. Transaction Fee. If the Corporation completes a sale of debt securities
or any derivative thereof or enters into a credit facility in a transaction or
series of related transactions, with total borrowings by the Corporation in
excess of $475,000,000 or such lower amount as approved by the board of
directors prior to February 1, 2004 (the "Transaction"), Hull shall receive a
transaction fee of $2,000,000 in cash payable at the closing of the Transaction
(the "Transaction Fee"); provided, however, that if Hull ceases to be employed
by the Corporation voluntarily or for "Cause" (other than pursuant to clause (i)
of the definition thereof) or "Nonperformance by Employee" (as those terms are
defined in Hull's Employment Agreement dated October 21, 1994 with the
Corporation) prior to February 1, 2005, Hull shall refund a portion of the
Transaction Fee to the Corporation equal to the product of (A) $1,200,000 times
(B) the quotient of (i) the remainder of 549 (representing the number of days
from and including the date hereof to and including January 31, 2005) minus the
number of days from and after the date hereof that Hull was employed by the
Corporation divided by (ii) 549.
2. Initial Stock Repurchase. Effective upon the closing of the Transaction,
the Corporation shall grant Hull the option (the "Initial Put Option"),
exercisable within 90 days of the closing date of the Transaction, to require
the Corporation to repurchase up to 400,000 shares of its Class A common stock
held by Hull or the Hull Family Limited Partnership (the "Partnership") at a
purchase price of $2.50 per share payable in cash. Hull shall allocate such
shares to be sold between Hull and the Partnership in Hull's sole discretion. If
Hull desires to exercise the Initial Put Option, he shall give written notice to
the Corporation within 90 days of such closing of his desire to exercise the
Initial Put Option, specifying the number of shares to be sold to the
Corporation by each of Hull and the Partnership (the "Initial Put Option
Notice").
3. Put Option. Effective upon the closing of the Transaction, the
Corporation shall grant Hull the option (the "Put Option"), exercisable no more
than once in each of the five fiscal years of the Corporation commencing with
the fiscal year ending June 30, 2004 and ending with the fiscal year ending June
30, 2008, to require the Corporation to repurchase for cash a number of shares
of common stock of the Corporation not to exceed the number of Available Shares
(as defined below) held by Hull or the Partnership for cash at a price per
Available Share equal to the Put Price. The "Put Price" per Available Share
shall be equal to the amount that would have been distributed to a holder of one
share of common stock in a liquidation of the Corporation on the final day of
the prior fiscal year in accordance with the Corporation's Articles of
Incorporation as in effect on such day, assuming that: (a) the aggregate amount
to be distributed in such liquidation is (i) the product of (x) the Consolidated
Cash Flow (as defined in
"Description of Notes-Definitions" in the Preliminary Offering Memorandum dated
August 1, 2003 with respect to the Corporation's offering of senior subordinated
notes due 2010 (the "Offering Memorandum")) for the last quarter of the prior
fiscal year on an annualized basis multiplied by (y) 5.6, minus (ii) the sum of
the total amount of Indebtedness (as defined in the "Description of
Notes-Definitions" in the Offering Memorandum) as of the end of such prior
fiscal year plus the aggregate amount that would be paid to holders of preferred
stock who did not exercise their conversion rights in the liquidation and (b)
the conversion or exercise in full of all options, securities or other rights
that were convertible into, or exercisable or exchangeable for, common stock of
the Corporation, whether or not vested, and that would have been in the money
with respect to a liquidation on the date that such aggregate amount was
available for distribution. By September 30 of each year beginning with
September 30, 2003 and ending on September 30, 2007, the Corporation shall
deliver to Hull a computation of the Put Price for the fiscal year of the
Corporation previously ended. As used herein, (a) the "Available Shares" shall
mean the quotient of the Base Amount divided by the Put Price, and (b) the "Base
Amount" shall mean the sum of $500,000 plus, for each prior fiscal year of the
Corporation in which the exercise price for the Put Option required to be paid
to Hull was less than $500,000, the remainder of $500,000 less the amount
required to be so paid. As an example of the foregoing, the Base Amount for the
exercise of the Put Option in fiscal year 2004 would be $500,000. As another
example of the foregoing, if Hull does not exercise the Put Option in fiscal
year 2004 and exercises the Put Option in fiscal year 2005 and is paid $250,000
for the Available Shares sold pursuant thereto, the Base Amount for the exercise
of the Put Option in fiscal year 2006 would be $1,250,000 (i.e., $500,000 +

$250,000 + $500,000). If Hull desires to exercise the Put Option, he shall give
written notice to the Corporation of his desire to exercise the Put Option,
specifying the number of shares to be sold to the Corporation by each of Hull
and the Partnership (together with the Initial Put Option Notice, the "Notice").
4. Closing of Each Purchase and Sale. The closing of each purchase and sale
pursuant to the exercise of the Initial Put Option or the Put Option shall take
place on a date mutually agreeable to Hull and the Corporation, but in no event
later than 30 days after the date of the applicable Notice, and shall take place
at the principal offices of the Corporation in Carrollton, Texas at 10:00 a.m.,
Dallas, Texas time, or at such other place and time mutually agreed to in
writing by the Corporation and Hull; provided, however, that if in the good
faith determination of the Board of Directors of the Corporation, the
Corporation is not able to purchase the number of shares from Hull set forth in
the Notice on the scheduled closing date because such purchase would either
violate the Texas Business Corporation Act (the "TBCA") or would be prohibited
under any indenture, credit agreement or other agreement applicable to
borrowings by the Corporation that it is a party to (collectively, the "Credit
Agreement"), the Corporation shall repurchase the maximum amount of shares from
Hull that it may lawfully and contractually repurchase on such date and shall
repurchase the remainder on the earliest possible date or dates thereafter that
it can lawfully and contractually do so under the TBCA and the Credit Agreement.
At each such closing pursuant to Section 2 or 3, Hull and/or the Partnership
shall deliver to the Corporation the certificates representing the shares to be
purchased and sold, duly endorsed for transfer or accompanied by blank stock
powers, and the Corporation shall pay Hull and/or the Partnership the purchase
price therefore by certified or cashiers' bank check payable to the order of
Hull or the Partnership, as directed by Hull.
2
5. Stock Option Plan. After the closing of the Transaction, if the
Corporation establishes any stock option plans for the directors or executive
officers of the Corporation while Hull is the Chief Executive Officer of the
Corporation, Hull shall be awarded options to purchase at least 10% of the
shares of capital stock available for issuance by the Corporation under any such
plans and the options awarded to Hull shall, among other terms that may provide
for periodic or early vesting, vest no later than upon a change in control of
the Corporation, Hull's termination of employment by the Corporation without
cause, or Hull's death or disability (all as shall be defined in his option
agreements with respect to such options).
6. Governing Law; Venue. This Agreement and all rights of the parties
hereunder shall be governed by the laws of the State of Texas. Each of the
parties hereto hereby agrees that the state and federal district courts located
in Dallas County, Texas shall have exclusive jurisdiction over any claim or
dispute arising from this Agreement or the parties' actions in connection
herewith.
7. Execution in Counterparts. This Agreement may be executed in any number
of counterparts, each of which counterparts, when so executed and delivered,
shall be deemed to be an original and all of which counterparts, taken together,
shall constitute but one and the same agreement.
8. Severability. In case any provision of this Agreement shall be found by
a court of law to be invalid, illegal or unenforceable, the validity, legality
and enforceability of the remaining provisions of this Agreement shall not in
any way be affected or impaired thereby.
3
IN WITNESS WHEREOF, the parties hereto have duly executed this Agreement as
of the date first above written.
/s/ James R. Hull
---------------------------------------James R. Hull
Monitronics International, Inc.
By: /s/ Michael Meyers
------------------------------------Name: Michael Meyers
----------------------------------Title: VP and CFO
---------------------------------[Signature Page - Agreement]
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AV ALARM, INC.
EMPLOYMENT AGREEMENT
The Employment Agreement: (the "Agreement") is executed on and effective as
of October 21, 1994 (the "Effective Date") by and between AV Alarm, Inc., a
Texas corporation (the "Corporation"), and Robert N. Sherman ("Employee").
RECITAL:
The Corporation and the Employee desire to enter into an employment
agreement on the terms and subject to the conditions set forth in this
Agreement.
AGREEMENTS:
The Employee and the Corporation agree as follows:
1. Employment. The Corporation hereby employs the Employee and the Employee
hereby accepts employment with the Corporation, on the terms and conditions set
forth in the Agreement.
2. Term. The term of the Employee's employment under this Agreement shall
commence with the date hereof and terminate on October 31. 1997, provided, such
employment shall be renewable, commencing on November 1, 1997 and each November
1 thereafter, for successive one year periods expiring on October 31 of the
following year, unless written notice of nonrenewal is given by the Corporation
to the Employee on or before October 1, 1997 or October 1 during any subsequent
renewal period (the Employee's term of employment is referred to as the
"Employment Period"). If the Corporation terminates the Agreement, it will be
deemed to be a termination without "Cause", subject to section 6(c), unless the
Agreement is then being reviewed and renegotiated in good faith by the
Corporation.
3. Duties. The Employee will faithfully and to the best of his ability perform
the duties of Vice President of Operations of the Corporation or any other
duties assigned to him by the President and the board of directors of the
Corporation (the "Board of Directors") from time to time.
4. Compensation.
(a) Base Salary. The Employee shall receive a base salary of $67,500 (the
"Base Salary") (such Base Salary shall be payable in regular and equal
semi-monthly installments).
(b) Incentive Compensation. The Board of Directors shall evaluate the
Employee's performance annually. The Employee shall be eligible for such bonuses
as the Board of Directors, in its sole discretion, deems appropriate.
(c) Indemnification. The Employee shall be entitled to indemnification as
an officer and director of the Corporation to the sane extent as the other
executive officers and directors of the Corporation.

5. Fringe Benefits.
(a) Generally. The Employee shall receive such fringe benefits as are made
available by the Board of Directors to executive officers of the Corporation and
such other benefits as the Board of Directors may from time to time, in its sole
discretion, make available to the Employee.
(b) Vacation. The Employee shall be entitled to receive three (3) weeks
paid vacation annually, or more if the Corporation's vacation policy so
provides, provided that the Employee may take no more than two (2) consecutive
weeks of vacation a; a time.
6. Termination of Employment.
(a) Termination for Cause. During the term of this Agreement, the
Corporation shall be entitled to terminate the Employee's employment at any time
(subject to the 10-day notice period provided in paragraph 6(b) in the event of
Nonperformance by Employee) with Cause immediately upon written notice to the
Employee specifying the Cause, and the date of termination. For this purpose,
"Cause" shall mean (i) the Employee's death or disability as defined in the
disability insurance policy to be obtained by the Corporation for Employee or,
In the absence thereof, a disability which in the reasonable opinion of the
Board of Directors renders the Employee unable in any material respect to
perform his duties under this Agreement for a period of at least six consecutive
months, (ii) any act by Employee which renders or could reasonably be expected
to render Employee or the Corporation ineligible to obtain any material license
or other material authorization necessary to conduct the business of the

Corporation, (iii) any wrongful act to enrich Employee at the expense of the
Corporation, (iv) any act or failure to act by or of the Employee constituting
gross negligence, fraud or willful misconduct in the course of employment, (v)
Employee's commission of a felony, or (vi) Employee's repeated failure to follow
lawful and reasonable directions given by or on behalf of the Board of
Directors. A voluntary termination by Employee shall be deemed to be a
termination for "Cause." In the event of termination fur Cause, payments for
Base Salary shall be prorated to the date of termination and the Corporation
shall have no further liability to the Employee.
(b) Termination for Nonperformance by Employee. During the term of this
Agreement, the Corporation shall be entitled to terminate the Employee's
employment at any time upon ten days prior notice for a material adverse
deviation between the Corporation's actual results from operation or financial
condition as compared with the Corporation's business plan or future plans
approved on an annual basis by the Board of Directors ("Nonperformance by
Employee"). In the event of a termination for Nonperformance by Employee, as the
Employee's sole remedy against the Corporation, the Corporation shall continue
to pay the employee his semi-monthly installments of Base Salary, and provide
for health insurance at the cost of the Corporation, for a period equal to the
greater of six months or until the next anniversary date of this Agreement.
(c) Termination Without Cause. If this Agreement is terminated by the
Corporation for any reason other than for Cause or Nonperformance by Employee,
or if the Agreement is terminated by the Corporation for what the Corporation
believes is Cause and it is ultimately determined that the Employee was
terminated without Cause, as the Employee's sole remedy against the Corporation,
the Corporation shall continue to pay the employee his semi-monthly
-2installments of Base Salary, and provide for health insurance at the cost of the
Corporation, for a period equal to the greater of six months or until the next
anniversary date of this Agreement, and the Employee shall have such vesting
rights as may be provided under the Employee's Stock Option Agreement with the
Corporation attached hereto as Exhibit A.
(d) Duty to Mitigate; Restrictions of Ability to Pay. After any termination
to which section 6(b) or section 6(c) applies, die Employee shall as promptly as
practicable use his good faith best efforts to gain new employment or equivalent
salary and benefits The Corporation's. post-termination payment obligations
under section 6(b) or section 6(c) shall terminate upon Employee's first day of
new employment.
7. Inventions and Improvements. Concurrently with the execution and delivery of
this Agreement, as a condition to Employee's employment, the Employee and the
Corporation shall enter into the Proprietary Information Agreement attached as
Exhibit B.
8. Nondisclosure; Non-solicitation. (a) In the Employee's position of
employment, he will have access to confidential information and trade secrets
("Confidential Information") pertaining to, or arising from, the business of the
Corporation. The Employee acknowledges that such Confidential Information is
unique and valuable to the Corporation's business and that the Corporation would
suffer irreparable Injury if this information were divulged to those in
competition with the Corporation. Therefore, the Employee agrees to keep in
strict secrecy and confidence, both during and after the period of his
employment, any and all information which the Employee acquires, or to which the
Employee has access, during employment with the Corporation, that has not been
publicly disclosed by the Corporation or that is not a matter of common
knowledge by the Corporation's competitors. The Confidential Information covered
by this Agreement shall include, but shall nor be limited to, information
relating to any inventions, processes, formulae, plans, devices, compilations of
information, technical data, distribution methods, arrangements entered into
with suppliers and customers, including but not limited to pricing information,
terms of purchase and sale, proposed expansion plans of the Corporation,
marketing and pricing strategies and trade secrets of the Corporation.
(b) Except with prior written approval of the Corporation, during or after
the Employee's employment under this Agreement the Employee will neither (i)
disclose any Confidential Information to any person except authorized personnel
of the Corporation, or its subsidiaries or affiliated companies, nor (ii) use
Confidential Information in any way. Upon termination of the Employee's
employment, whether voluntary or involuntary the Employee will promptly return
to the Corporation all documents, records or other memorializations including
copies of documents and any notes which the Employee has prepared, that contain
Confidential Information or relate to the Corporation's business.
(c) Without the prior written consent of the Corporation, during the term
of Employee's employment by the Corporation and for twelve months after
termination of Employee's employment, neither the Employee nor any entity owned
or controlled by the Employee will, for the Employee's benefit or the benefit of
any third party, directly solicit the employment of any employee of the
Corporation, or any of its subsidiaries or affiliated companies or influence or

induce any such employee to leave or decline employment by the Corporation, or
any of its subsidiaries or affiliated companies. Employee shall not be
prohibited
-3from hiring a former employee of the Corporation as long as such employee's
employment with the Corporation has been terminated (whether by the Corporation
or by such employee) for at least one year.
9. Noncompetition.
(a) During the term of this Agreement, and for a period of two years
following termination of this Agreement for any reason, except for termination
without Cause, the Employee will Dot and will cause any Affiliate (as defined
below) of the Employee (collectively, the "Bound Parties") not to, directly or
indirectly manage, operate, control, participate or engage in, or become
interested in or connected with in any way (including, without limitation, as a
partner, stockholder, investor, owner, director, officer, employee, agent or
consultant, except the ownership of five percent or less of the outstanding
capital stock or partnership interests of a publicly traded corporation or
partnership), or lend any money to or guaranty any obligations of (except for
the ownership of five percent or less of the outstanding debt securities of a
publicly traded corporation or partnership), any person, business, firm or
entity (each a "Person") engaged in any security alarm monitoring services
business or any other related or similar activity within, based in, or into, the
Protected Market. The "Protected Market" means the United States of America and
Canada. The term "Affiliate" omeans any person directly or indirectly
controlling, controlled by, or under common control with, the person with
respect to whom the term "Affiliate" is used. The Bound Parties shall not be
bound by any covenant not to compete if Employee's employment (i) was terminated
by the Corporation without Cause or (ii) if the Employment Period is not renewed
by the Corporation, unless Employee refuses to accept an offer by the
Corporation to renew the Employment Period on terms substantially similar to
those in effect immediately prior to the expiration of the Employment Period.
(b) As consideration for the Bound Parties' agreement not to compete with
the Corporation as provided in this Agreement, the Corporation has entered into
and consummated the transactions contemplated in the Asset Purchase Agreement
dated this date between the Corporation and My Alarm, Inc., an Iowa corporation,
and the Stock Purchase Agreement dated this date between the Corporation and the
Purchasers (as defined therein).
(c) This Agreement is necessary for the protection of the legitimate
business interests of the Corporation. The scope of this Agreement in time,
geography and types and limits of activities is reasonable.
(d) Because of the confusion to the customers of the Corporation and to the
public that a breach of this Agreement would create, the Corporation will not
have an adequate remedy at law if any of the Bound Parties breaches this
Agreement. The Corporation will be entitled to apply to any court of competent
jurisdiction for an injunction prohibiting any violations of the provisions of
this Agreement, and a restraining order and/or injunction may issue against any
of the Bound Panics, in addition to any other rights the Corporation may have.
The Bound Parties hereby waive the claim or defense that an adequate remedy at
law exists, and none of the Bound Parties will urge in any such action or
proceeding that any such remedy at law exists.
10. Specific Performance. In the event of any controversy concerning the rights
or obligations of the parties under this Agreement, such rights or obligations
shall be enforceable in
-4a court of equity by a decree of specific performance. Such remedy, however,
shall be cumulative and nonexclusive and shall be In addition to any other
remedy to which the parties may be entitled. If either party successfully
prosecutes an action to enforce its rights under this Agreement, such party
shall be entitled to receive attorney's fees and costs in addition to any other
remedy to which it may be entitled.
11. Waiver. The failure of either party to insist, in any one or more instances,
upon performance of the terms or conditions of this Agreement shall not be
construed as a waiver or a relinquishment of any right granted under this
Agreement or of the future performance of any other remedy to which it may be
entitled.
12. Notices. Any notice to be give under this Agreement shall be deemed
sufficient if addressed in writing, and delivered by registered or certified
mall or delivered personally, in the case of the Corporation to its principal
business office and in the case of the Employee, to his address appearing on the
records of the Corporation, or to such other address as lie may have designated
in writing to the Corporation.

13. Severability. In the event that any provision shall be held to be invalid or
unenforceable for any reason whatsoever, it is agreed such invalidity or
unenforceability shall not affect any other provision of this Agreement and the
remaining covenants, restrictions and provisions hereof shall remain in full
force and effect arid any court of Competent jurisdiction may so modify the
objectionable provision as to make it valid, reasonable and enforceable.
14. Amendment. This Agreement may only be amended with the prior written consent
of the Board of Directors and by an agreement in writing signed by all of the
parties hereto.
15. Governing Law. This Agreement shall be governed by and construed in
accordance with the internal laws but not the law of conflicts of the State of
Texas.
16. Benefit. This Agreement shall be binding upon and inure to the benefit of
and shall be enforceable by and against the Corporation, its successors and
assigns, and Employee, his heirs, beneficiaries and legal representatives. It is
agreed that the rights and obligation of the Employee may not be assigned or
delegated except as specifically set forth in this Agreement.
* * *
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IN WITNESS WHEREOF, the parties have executed this Employment Agreement as
of the Effective Date.
EMPLOYEE:
/s/ Robert N. Sherman
- --------------------------------------

October 21, 1994

CORPORATION:
AV Alarm, Inc.
By: /s/ James R. Hull
---------------------------------James R. Hull
President

October 21, 1994
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Exhibit 10.36
AV ALARM, INC.
EMPLOYMENT AGREEMENT
The Employment Agreement (the "Agreement") is executed on and effective as
of February 1, 1995 (the "Effective Date") by and between AV Alarm, Inc., a
Texas corporation (the "Corporation"), and Michael D. Gregory ("Employee").
RECITAL:
The Corporation and the Employee desire to enter into an employment
agreement on the terms and subject to the conditions set forth in this
Agreement.
AGREEMENTS:
The Employee and the Corporation agree as follows:
1. Employment. The Corporation hereby employs the Employee and the Employee
hereby accepts employment with the Corporation, on the terms and conditions set
forth in the Agreement.
2. Term. The term of the Employee's employment under this Agreement shall
commence with the date hereof and terminate on January 31, 1998, provided, such
employment shall be renewable, commencing on February 1, 1998 and each February
1 thereafter, for successive one year periods expiring on January 31 of the
following year, unless written notice of nonrenewal is given by the Corporation
to the Employee on or before January 1, 1998 or January 1 during any subsequent
renewal period (the Employee's term of employment is referred to as the
"Employment Period"). If the Corporation terminates the Agreement, it will be
deemed to be a termination without "Cause", subject to section 6(c), unless the
Agreement is then being reviewed and renegotiated in good faith by the
Corporation.
3. Duties. The Employee will faithfully and to the best of his ability perform
the duties of the Corporation or any other duties assigned to him by the
President and the board of directors of the Corporation (the "Board of
Directors") from time to time.
4. Compensation.
(a) Base Salary. The Employee shall receive a base salary of $85,000 (the
"Base Salary") (such Base Salary shall be payable in regular arid equal
hi-weekly installments). The Base Salary will be reviewed on February 1 of each
year during the Employment Period.
(b) Incentive Compensation. The Board of Directors shall evaluate the
Employee's performance annually. The Employee shall be eligible for such bonuses
as the Board of Directors, in its sole discretion, deems appropriate.
(c) Indemnification. The Employee shall be entitled to indemnification as
an officer of the Corporation to the same extent as the other executive officers
of the Corporation.
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5. Fringe Benefits.
(a) Generally. The Employee shall receive such fringe benefits as are made
available by the Board of Directors to executive officers of the Corporation and
such other benefits as the Board of Directors may from time to time, in its sole
discretion, make available to the Employee.
(b) Vacation. The Employee shall be entitled to receive two weeks paid
vacation annually, or more if the Corporations vacation policy so provides.
6. Termination of Employment.
(a) Termination for Cause. During the term of this Agreement, the
Corporation shall be entitled to terminate the Employee's employment at any time
(subject to the 10-day notice period provided in paragraph 6(b) in the event of
Nonperformance by Employee) with Cause immediately upon written notice to the
Employee specifying the Cause, and the date of termination. For this purpose,
"Cause" shall mean (i) the Employee's death or disability as defined in the
disability insurance policy to be obtained by the Corporation for Employee or,
in the absence thereof, a disability which in the reasonable opinion of the
Board of Directors renders the Employee unable in any material respect to
perform his duties under this Agreement for a period of at least six consecutive
months, (ii) any act by Employee which renders or could reasonably be expected
to render Employee or the Corporation ineligible to obtain any material license

or other material authorization necessary to conduct the business of the
Corporation, (iii) any wrongful act to enrich Employee at the expense of the
Corporation, (iv) any act or failure to act by or of the Employee constituting
gross negligence, fraud or willful misconduct in the course of employment, (v)
Employee's commission of a felony, or (vi) Employees repeated failure to follow
lawful and reasonable directions given by or on behalf of the Board of
Directors. A voluntary termination by Employee shall be deemed to be a
termination for "Cause". in the event of termination for Cause, payments for
Base Salary shall be prorated to the date of termination and the Corporation
shall have no further liability to the Employee.
(b) Termination for Nonperformance by Employee. During the term of this
Agreement, the Corporation shall be entitled to terminate the Employee's
employment at any time upon ten days prior notice for a material adverse
deviation between the Corporation's actual results from operation or financial
condition as compared with the Corporation's business plan or future plans
approved on an annual basis by the Board of Directors ("Nonperformance by
Employee"). In the event of a termination for Nonperformance by Employee, as the
Employee's sole remedy against the Corporation, the Corporation shall continue
to pay the employee his bi-weekly installments of Base Salary, and provide for
health insurance at the cost of the Corporation, for a period equal to three
months.
(c) Termination Without Cause. If this Agreement is terminated by the
Corporation for any reason ocher than for Cause or Nonperformance by Employee,
or if the Agreement is terminated by the Corporation for what the Corporation
believes is Cause and it is ultimately determined that the Employee was
terminated without Cause, as the Employee's sole remedy against the Corporation,
the Corporation shall continue to pay the employee his semi-monthly installments
of Base Salary, and provide for health insurance at the cost of the Corporation.
for a period equal to the greater of six months or until the next anniversary
date of this Agreement,
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and the Employee shall have such vesting rights as may be provided under the
Employee's Stock Option Agreement with the Corporation attached hereto as
Exhibit A. The employee will be eligible for a prorated portion of' the
corporate bonus program payable on the regularly scheduled pay out date of the
bonus program.
(d) Duty to Mitigate; Restrictions of Ability to Pay. After any termination
to which section 6(b) or section 6(c) applies, the Employee shall as promptly as
practicable use his good faith best efforts to gain new employment or equivalent
salary and benefits~ The Corporation's post-termination payment obligations
under section 6(b) or section 6(c) shall terminate upon Employee's first day of
new employment.
8. Nondisclosure; Non-solicitation. (a) In the Employee's position of
employment, he will have access to confidential information and trade secrets
("Confidential Information") pertaining to, or arising from, the business of the
Corporation. The Employee acknowledges that such Confidential Information is
unique and valuable to the Corporation's business and that the Corporation would
suffer irreparable injury if this information were divulged to those in
competition with the Corporation. Therefore, the Employee agrees to keep in
strict secrecy and confidence, both during and after the period of his
employment, any and all information which the Employee acquires, or to which the
Employee has access, during employment with the Corporation, that has not been
publicly disclosed by the Corporation or that is not a matter of common
knowledge by the Corporation's competitors. The Confidential Information covered
by this Agreement shall include, but shall not be limited to, information
relating to any inventions. processes, formulae, plans, devises, compilations of
information, technical data, distribution methods, arrangements entered into
with suppliers and customers, including but not limited to pricing information,
terms of purchase and sale, proposed expansion plans of the Corporation,
marketing and pricing strategies and trade secrets of the Corporation.
(b) Except with prior written approval of the Corporation, during or after
the Employee's employment under this Agreement the Employee will neither (i)
disclose any Confidential Information to any person except authorized personnel
of the Corporation, or its subsidiaries or affiliated companies, nor (ii) use
Confidential Information in any way, Upon termination of the Employee's
employment, whether voluntary or involuntary the Employee will promptly return
to the Corporation all documents, records or other memorializations including
copies of documents and any notes which the Employee has prepared, that contain
Confidential Information or relate to the Corporation's business.
(c) Without the prior written consent of the Corporation, during the term
of Employee's employment by the Corporation and for twelve months after
termination of Employee's employment, neither the Employee nor any entity owned
or controlled by the Employee will, for the Employee's benefit or the benefit or
any third party, directly solicit the employment of any employee of the
Corporation, or any of its subsidiaries or affiliated companies or influence or
induce any such employee to leave or decline employment by the Corporation, or

any of its subsidiaries or affiliated companies. Employee shall not be
prohibited from hiring a former employee of the Corporation as long as such
employee's employment with the Corporation has been terminated (whether by the
Corporation or by such employee) for at least one year.
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9. Noncompetition.
(a) During the term of this Agreement, and for a period of two years
following termination of this Agreement for any reason, except for termination
without Cause, the Employee wilt not and will cause any Affiliate (as defined
below) of the Employee (collectively, the "Bound Panics") not to, directly or
indirectly manage, operate, control. participate or engage in, or become
interested in or connected with in any way (including, without limitation, as a
partner, stockholder, investor, owner, director, officer, employee, agent or
consultant. except the ownership of five percent or less of the outstanding
capital stock or partnership interests of a publicly traded corporation or
partnership), or lend any money to or guaranty any obligations of (except for
the ownership of five percent or less of the outstanding debt securities of a
publicly traded corporation or partnership), any person, business, firm or
entity (each a "Person") engaged in any security alarm monitoring services
business or any ocher related or similar activity within, based in, or into, the
Protected Market. The "Protected Market" means the United States of America and
Canada. The term "Affiliate" means any person directly or indirectly
controlling, controlled by, or under common control with, the person with
respect to whom the term "Affiliate" is used. The Bound Parties shall not be
bound by any covenant not to compete if Employee's employment (i) was terminated
by the Corporation without Cause or (ii) if the Employment Period is not renewed
by the Corporation, unless Employee refuses to accept an offer by the
Corporation to renew the Employment Period on terms substantially similar to
those in effect immediately prior to the expiration of the Employment Period.
(b) As consideration for the Bound Parties' agreement not to compete with
the Corporation as provided in this Agreement, the Corporation has entered into
and consummated the transactions contemplated in the Asset Purchase Agreement
dated October 21, 1994 between the Corporation and My Alarm. Inc, an Iowa
corporation, and the Stock Purchase Agreement dated October 21, 1994 between the
Corporation and the Purchasers (as defined therein).
(c) This Agreement is necessary for the protection of the legitimate
business interests of the Corporation. The scope of this Agreement in time,
geography and types and limits of activities is reasonable.
(d) Because of the confusion to the customers of the Corporation and to the
public that a breach of this Agreement would create, the Corporation will not
have an adequate remedy at law if any of the Bound Parties breaches this
Agreement. The Corporation will be entitled to apply to any court of competent
jurisdiction for an injunction prohibiting any violations of the provisions of
this Agreement, and a restraining order an/or injunction may issue against any
of the Bound Parties, in addition to any other rights the Corporation may have.
The Bound Panics hereby waive the claim or defense that an adequate remedy at
law exists, and none of the Bound Parties will urge in any such action or
proceeding that any such remedy at law exists.
10. Specific Performance. In the event of any controversy concerning the rights
or obligations of the panics under this Agreement, such rights or obligations
shall be enforceable in a court of equity by a decree of specific performance.
Such remedy, however, shall be cumulative and nonexclusive and shall be in
addition to any other remedy to which the panics may be entitled. if either
party successfully prosecutes an action to enforce its rights under this
4
Agreement, such parry shall be entitled to receive attorney's fees and costs in
addition to any other remedy to which it may be entitled.
11. Waiver. The failure of either party to insist, in any one or more instances,
upon performance of the terms or conditions of this Agreement shall not be
construed as a waiver or a relinquishment of any right granted under this
Agreement or of the future performance of any other remedy to which it may be
entitled,
12. Notices. Any notice to be given under this Agreement shall be deemed
sufficient if addressed in writing, and delivered by registered or certified
mail or delivered personally, in the case of the Corporation to its principal
business office and in the case of the Employee, to his address appearing on the
records of the Corporation, or to such other address as he may have designated
in writing to the Corporation.
13. Severability. In the event that any provision shall be held to be invalid or
unenforceable for any reason whatsoever, it is agreed such invalidity or
unenforceability shall not affect any other provision of this Agreement and the

remaining covenants, restrictions and provisions hereof shall remain in full
force and effect and any court of competent jurisdiction may so modify the
objectionable provision as to make it valid, reasonable arid enforceable.
14. Amendment. This Agreement may only be amended with the prior written consent
of the Board of Directors and by an agreement in writing signed by all of the
panics hereto.
15. Governing Law. This Agreement shall be governed by and construed in
accordance with the internal laws but not the law of conflicts of the State of
Texas.
16. Benefit. This Agreement shall be binding upon and inure to the benefit of
and shall be enforceable by and against the Corporation, its successors and
assigns, and Employee, his heirs, beneficiaries and legal representatives. It is
agreed that the rights and obligation of the Employee may not be assigned or
delegated except as specifically set forth in this Agreement.
* * *
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IN WITNESS WHEREOF, the parties have executed this Employment Agreement as
of the Effective Date.
EMPLOYEE:
/s/ Michael D. Gregory
- ----------------------------------

DATE 1/19/95

CORPORATION:
AV Alarm, Inc.
By: /s/ James R. Hull
-----------------------------James R. Hull
President

DATE 1/19/95
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Exhibit 10.37
INDEMNIFICATION AGREEMENT
This Indemnification Agreement (the "Agreement") is executed on and entered
into as of
to be effective as of
(the "Effective Date") by
-----------------and between Monitronics International, Inc., a Texas corporation (the
"Company"), and
("Director").
----------The Company is required or permitted under certain circumstances to
indemnify directors of the Company against liability incurred by them in such
capacities or by reason of occupying such position. The Company desires to have
Director serve as a director of the Company, and Director desires to serve,
provided that he is indemnified by the Company. This is the Indemnification
Agreement referred to in the Second Amended and Restated Shareholders Agreement
(the "Shareholders Agreement") entered into on March 9, 1999 by the Company and
the Shareholders named therein.
The parties agree as follows:
1. Definitions.
Unless the context requires otherwise, for purposes of this Agreement:
(a) "Act" shall mean the Texas Business Corporation Act, as in effect on
the date of this Agreement and as hereafter amended, and any successor statute;
(b) the terms "proceedings," "expenses" and other terms defined in Article
2.02-1 of the Act are used herein with the meanings as so defined under the Act;
and
(c) the phrase "serving in a representative capacity at the request of the
Company" means serving at the request of the Company as a director, Director,
partner, venturer, proprietor, trustee, employee, agent or similar functionary
of another corporation, partnership, joint venture, sole proprietorship, trust,
employee benefit plan or other enterprise.
2. Indemnity.
(a) The Company agrees to indemnify Director to the fullest extent
permitted by the Act, as soon as practicable but in any event no later than 30
days after receipt by the Company of any claim for indemnity hereunder against
expenses, judgments, penalties, fines and amounts paid in settlement (including
all interest, assessments and other charges paid or payable in connection with
or in respect of such expenses, judgments, fines, penalties or amounts paid in
settlement of such proceeding) incurred by or on behalf of Director in
connection with any proceeding in which Director was, is or is threatened to be
a named a party to or witness or other participant in such proceeding because he
is or was a director or officer of the Company or because he is or was serving
in a representative capacity at the request of the Company.
(b) Reasonable expenses incurred by Director in connection with a
proceeding referred to in paragraph 2A in advance of the final disposition of
the proceeding and without the

determination specified in Sections F or G of Article 2.02-1 of the Act,
promptly upon receipt by the Company of:
(i) a written affirmation by Director of his good faith belief that he
has met the standard of conduct necessary for indemnification under the Act; and
(ii) a written undertaking by or on behalf of the Director to repay
the amount paid or reimbursed pursuant to this paragraph 2(b) if it is
ultimately determined that he has not met the standard of conduct necessary for
indemnification under the Act or if it is ultimately determined that
indemnification of Director against expenses incurred by him in connection with
that proceeding is prohibited by Section E of Article 2.02-1 of the Act.
(c) This Agreement makes mandatory the indemnification permitted under
Section B of Article 2.02-1 of the Act with respect to expenses incurred in
connection with a proceeding described in such provision and shall be deemed to
constitute authorization of indemnification in the manner required by the Act.
3. Notification and Defense of Claim.
(a) Promptly after receipt by Director of notice of the commencement of any
proceeding in which Director was, is or is threatened to be a named a party to
or witness or other participant in such proceeding, if a claim for indemnity in

connection with such proceeding is to be made against the Company under this
Agreement, will promptly notify the Company of the commencement thereof. With
respect to any such proceeding other than a proceeding brought by or on behalf
of the Company or as to which Director shall have made the determination
provided for in (ii) below, the Company will be entitled to participate therein
at its own expense, and the Company may assume the defense thereof with counsel
satisfactory to Director. After notice from the Company to Director of its
election to assume the defense thereof, the Company will not be liable to
indemnify Director under this Agreement against expenses subsequently incurred
by Director in connection with the defense thereof other than reasonable costs
of investigation or as otherwise provided below. Director shall have the right
to select and employ counsel in a proceeding, but the fees and expenses of such
counsel incurred after notice from the Company of its assumption of the defense
thereof shall be borne by Director unless (i) the employment of such counsel by
Director has been authorized by the Company, (ii) Director shall have reasonably
concluded that there may be a conflict of interest between the Company and
Director in the conduct of the defense of such proceeding, or (iii) the Company
shall not in fact have employed counsel to assume the defense of such action,
and in each case the fees and expenses of counsel shall be subject to the
indemnity provided hereunder by the Company; provided, however, that in the
event any other person indemnified by the Company is also named or threatened to
be named defendant or respondent in a proceeding referred to in (ii) above, the
fees and expenses of only one counsel employed by Director and all such other
persons shall be subject to indemnity hereunder.
(b) Promptly following receipt by the Company from Director of any claim
for indemnity hereunder, the Company shall in good faith make or cause to be
made any determination as to reasonableness of expenses and determination that
indemnification is permissible as may be required pursuant to the Act and, as
soon as practicable, but in any event no later than 30 days after receipt by the
Company of any claim for indemnity hereunder, following such determination, the
Company shall pay or cause to be paid to Director in cash the amount of the
expenses indemnified
hereunder and so determined to be reasonable and permissible. Such payment shall
be made out of the assets of the Company.
4. Miscellaneous.
(a) The Company expressly confirms and agrees that it has entered into this
Agreement in order to induce Director to serve or continue to serve as a
director or in a representative capacity at the request of the Company, and
acknowledges that Director is relying upon this Agreement in continuing in such
capacity and in serving as a director of the Company or in a representative
capacity at the request of the Company hereafter, whether or not Director serves
in any such capacity on the date of this Agreement. All agreements and
obligations of the Company contained herein shall continue during the period
that Director serves as a director of the Company or in a representative
capacity at the request of the Company and thereafter so long as Director shall
be subject to any possible claim or pending, threatened or completed proceeding
by reason of the fact that Director was a Director or served in any other
representative capacity.
(b) In the event Director is required to bring any action to enforce his
rights or to collect any amount due him under this Agreement and is successful
in such action, the Company shall reimburse Director for all of Director's fees
and expenses (including, without limitation, reasonable attorney's fees) in
bringing and pursuing such action.
(c) Each of the provisions (including any provision within a single
paragraph or sentence) of this Agreement is a separate and distinct agreement
and independent of the others, so that if any provision hereof shall be held to
be invalid, illegal or unenforceable for any reason whatsoever, such invalidity
or unenforceability shall not affect the validity or enforceability of the other
provisions hereof and such remaining provisions shall remain enforceable to the
fullest extent permitted by law.
(d) This Agreement shall be interpreted and enforced in accordance with the
internal laws but not the law of conflicts of the State of Texas.
(e) This Agreement and the terms hereof shall be binding upon and inure to
the benefit of the Company and Director, and their respective successors and
assigns.
(f) No amendment, modification, termination or cancellation of this
Agreement shall be effective unless in writing signed by both parties hereto. No
waiver of any of the provisions of this Agreement shall be deemed or shall
constitute a waiver of any other provisions hereof (whether or not similar) nor
shall such waiver constitute a continuing waiver.
(g) The
exclusive of
provision of
of any other

indemnification provided by this Agreement shall not be deemed
any other rights to which Director may be entitled under any
the Act, the Articles of Incorporation or bylaws of the Company or
corporation, or any other agreement or otherwise. To the extent

that a change in the Act (whether by statute or judicial decision) permits
greater indemnification by agreement than would be affording currently under the
Company's bylaws and this Agreement, it is the intent of parties hereto that
Director shall enjoy by this Agreement the greater benefits so afforded by such
change.
(h) All notices, demands or other communications to be given or delivered
under or by reason of the provisions of this Agreement will be in writing and
will be deemed to have been given when delivered personally or by telex,
facsimile transmission, telegram or overnight delivery service, or 72 hours
after having been mailed by certified or registered mail, return receipt
requested and postage prepaid, to the recipient. Such notices, demands and other
communications will be sent to each party at the address indicated below:
If to the Director:
----------------------------------Attn:
Facsimile:
If to the Company:
Monitronics International, Inc.
12801 Stemmons Freeway
Suite 821
Dallas, Texas 75234
Attention: President
Facsimile: (972) 243-7443
or to such other address or to the attention of such other Person as the
recipient party has specified by prior written notice to the sending party.
* * *
IN WITNESS WHEREOF, the parties have executed this Agreement to be
effective as of the Effective Date.
The Company:
Monitronics International, Inc.
By:
-------------------------------------James R. Hull, President
Director:
--------------------------------

Exhibit 10.38
INDEMNIFICATION AGREEMENT
This Indemnification Agreement (the "Agreement") is executed on and entered
into as of
(the "Effective Date") by and between Monitronics
--------International, Inc., a Texas corporation (the "Company"), and
---------------("Officer").
The Company is required or permitted under certain circumstances to
indemnify executive officers of the Company against liability incurred by them
in such capacities or by reason of occupying such position. The Company desires
to have Officer serve as an officer of the Company, and Officer desires to
serve, provided that he is indemnified by the Company.
The parties agree as follows:
1.

Definitions.
Unless the context requires otherwise, for purposes of this Agreement:

(a) "Act" shall mean the Texas Business Corporation Act, as in effect on
the date of this Agreement and as hereafter amended, and any successor statute;
(b) the terms "proceedings," "expenses" and other terms defined in Article
2.02-1 of the Act are used herein with the meanings as so defined under the Act;
and
(c) the phrase "serving in a representative capacity at the request of the
Company" means serving at the request of the Company as a director, officer,
partner, venturer, proprietor, trustee, employee, agent or similar functionary
of another corporation, partnership, joint venture, sole proprietorship, trust,
employee benefit plan or other enterprise.
2.

Indemnity.

(a) The Company agrees to indemnify Officer to the fullest extent permitted
by the Act, as soon as practicable but in any event no later than 30 days after
receipt by the Company of any claim for indemnity hereunder against expenses,
judgments, penalties, fines and amounts paid in settlement (including all
interest, assessments and other charges paid or payable in connection with or in
respect of such expenses, judgments, fines, penalties or amounts paid in
settlement of such proceeding) incurred by or on behalf of Officer in connection
with any proceeding in which Officer was, is or is threatened to be a named a
party to or witness or other participant in such proceeding because he is or was
a director or officer of the Company or because he is or was serving in a
representative capacity at the request of the Company.
(b) The Company agrees to indemnify Officer for reasonable expenses
incurred by Officer in connection with a proceeding referred to in paragraph 2A
in advance of the final disposition of the proceeding and without the
determination specified in Sections F or G of Article 2.02-1 of the Act,
promptly upon receipt by the Company of:

(i) a written affirmation by Officer of his good faith belief that he
has met the standard of conduct necessary for indemnification under the Act; and
(ii) a written undertaking by or on behalf of the Officer to repay the
amount paid or reimbursed pursuant to this paragraph 2(b) if it is ultimately
determined that he has not met the standard of conduct necessary for
indemnification under the Act or if it is ultimately determined that
indemnification of Officer against expenses incurred by him in connection with
that proceeding is prohibited by Section E of Article 2.02-1 of the Act.
(c) This Agreement makes mandatory the indemnification permitted under
Section B of Article 2.02-1 of the Act with respect to expenses incurred in
connection with a proceeding described in such provision and shall be deemed to
constitute authorization of indemnification in the manner required by the Act.
3.

Notification and Defense of Claim.

(a) Promptly after receipt by Officer of notice of the commencement of any
proceeding in which Officer was, is or is threatened to be a named a party to or
witness or other participant in such proceeding, if a claim for indemnity in
connection with such proceeding is to be made against the Company under this
Agreement, will promptly notify the Company of the commencement thereof. With
respect to any such proceeding other than a proceeding brought by or on behalf
of the Company or as to which Officer shall have made the determination provided
for in (ii) below, the Company will be entitled to participate therein at its

own expense, and the Company may assume the defense thereof with counsel
satisfactory to Officer. After notice from the Company to Officer of its
election to assume the defense thereof, the Company will not be liable to
indemnify Officer under this Agreement against expenses subsequently incurred by
Officer in connection with the defense thereof other than reasonable costs of
investigation or as otherwise provided below. Officer shall have the right to
select and employ counsel in a proceeding, but the fees and expenses of such
counsel incurred after notice from the Company of its assumption of the defense
thereof shall be borne by Officer unless (i) the employment of such counsel by
Officer has been authorized by the Company, (ii) Officer shall have reasonably
concluded that there may be a conflict of interest between the Company and
Officer in the conduct of the defense of such proceeding, or (iii) the Company
shall not in fact have employed counsel to assume the defense of such action,
and in each case the fees and expenses of counsel shall be subject to the
indemnity provided hereunder by the Company; provided, however, that in the
event any other person indemnified by the Company is also named or threatened to
be named defendant or respondent in a proceeding referred to in (ii) above, the
fees and expenses of only one counsel employed by Officer and all such other
persons shall be subject to indemnity hereunder.
(b) Promptly following receipt by the Company from Officer of any claim for
indemnity hereunder, the Company shall in good faith make or cause to be made
any determination as to reasonableness of expenses and determination that
indemnification is permissible as may be required pursuant to the Act and, as
soon as practicable, but in any event no later than 30 days after receipt by the
Company of any claim for indemnity hereunder, following such determination, the
Company shall pay or cause to be paid to Officer in cash the amount of the
expenses indemnified
hereunder and so determined to be reasonable and permissible. Such payment shall
be made out of the assets of the Company.
4.

Miscellaneous.

(a) The Company expressly confirms and agrees that it has entered into this
Agreement in order to induce Officer to serve or continue to serve as a director
or in a representative capacity at the request of the Company, and acknowledges
that Officer is relying upon this Agreement in continuing in such capacity and
in serving as a director of the Company or in a representative capacity at the
request of the Company hereafter, whether or not Officer serves in any such
capacity on the date of this Agreement. All agreements and obligations of the
Company contained herein shall continue during the period that Officer serves as
a director of the Company or in a representative capacity at the request of the
Company and thereafter so long as Officer shall be subject to any possible claim
or pending, threatened or completed proceeding by reason of the fact that
Officer was an officer or served in any other representative capacity.
(b) In the event Officer is required to bring any action to enforce his
rights or to collect any amount due him under this Agreement and is successful
in such action, the Company shall reimburse Officer for all of Officer's fees
and expenses (including, without limitation, reasonable attorney's fees) in
bringing and pursuing such action.
(c) Each of the provisions (including any provision within a single
paragraph or sentence) of this Agreement is a separate and distinct agreement
and independent of the others, so that if any provision hereof shall be held to
be invalid, illegal or unenforceable for any reason whatsoever, such invalidity
or unenforceability shall not affect the validity or enforceability of the other
provisions hereof and such remaining provisions shall remain enforceable to the
fullest extent permitted by law.
(d) This Agreement shall be interpreted and enforced in accordance with the
internal laws but not the law of conflicts of the State of Texas.
(e) This Agreement and the terms hereof shall be binding upon and inure to
the benefit of the Company and Officer, and their respective successors and
assigns.
(f) No amendment, modification, termination or cancellation of this
Agreement shall be effective unless in writing signed by both parties hereto. No
waiver of any of the provisions of this Agreement shall be deemed or shall
constitute a waiver of any other provisions hereof (whether or not similar) nor
shall such waiver constitute a continuing waiver.
(g) The indemnification provided by this Agreement shall not be deemed
exclusive of any other rights to which Officer may be entitled under any
provision of the Act, the Articles of Incorporation or bylaws of the Company or
of any other corporation, or any other agreement or otherwise. To the extent
that a change in the Act (whether by statute or judicial decision) permits
greater indemnification by agreement than would be affording currently under the
Company's bylaws and this Agreement, it is the intent of parties hereto that
Officer shall enjoy by this

Agreement the greater benefits so afforded by such change.
(h) All notices, demands or other communications to be given or delivered
under or by reason of the provisions of this Agreement will be in writing and
will be deemed to have been given when delivered personally or by telex,
facsimile transmission, telegram or overnight delivery service, or 72 hours
after having been mailed by certified or registered mail, return receipt
requested and postage prepaid, to the recipient. Such notices, demands and other
communications will be sent to each party at the address indicated below:
If to the Officer:
------------------------------------------------------------Attn:
Facsimile:
If to the Company:
Monitronics International, Inc.
12801 Stemmons Freeway
Suite 821
Dallas, Texas 75234
Attention: President
Facsimile: (972) 243-7443
or to such other address or to the attention of such other Person as the
recipient party has specified by prior written notice to the sending party.
* * *
IN WITNESS WHEREOF, the parties have executed this Agreement to be
effective as of the Effective Date.
The Company:
Monitronics International, Inc.
By:
--------------------------James R. Hull, President
Officer:
----------------------
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COMMERCIAL LEASE AGREEMENT
THIS Lease AGREEMENT is entered into by:
1. LANDLORD: Valley View Tech, Inc. ("Landlord").
--------------------2. TENANT: Monitronics International, Inc. ("Tenant").
-----------------------------3. LEASED PREMISES: In consideration of the rents, terms and covenants of
this Lease Agreement (the "Lease"), Landlord hereby leases to Tenant certain
premises (the "Leased Premises") containing approximately 7,389 square feet
----within the building or project known as Valley View Tech Center I, and located
------------------------at 2300 Valley View Lane Suite 210 on a certain tract of land in Farmers Branch,
-------------------------------------------Dallas County, Texas. Such land (which is described in the attached Exhibit A),
- -----together with the building(s), landscaping, parking and driveway areas,
sidewalks, and other improvements thereon shall be referred to in this Lease as
the "Project". In the case of a multi-building Project, the word "Building"
shall refer to the particular building in which the Leased Premises are located
and the tract of land upon which such building is located. In the case of a
single building Project the term "Building" as used herein shall be synonymous
with the term "Project". If the Leased Premises encompass an entire building,
then the term "Leased Premises" shall be synonymous with "Building". A fuller
description of the Leased Premises, including a floor plan thereof, is contained
in Exhibit B to be attached.
4. TERM:
(a) The term of this Lease shall be sixty-seven and one-half (67.5)
------------------------ ---months commencing on May 15, 2000 (the "Commencement Date") and terminating on
-----the last day of December, 2005 (the "Termination Date"). The Commencement Date
--------may be subject to change, however, pursuant to Subparagraphs (b) and (c) below.
However, any such change in the Commencement Date shall have no effect upon the
Termination Date.
(b) Tenant acknowledges that it has inspected and accepts the Leased
Premises in their present condition as suitable for Tenant's purposes. If this
Lease is executed before the Leased Premises become vacant or otherwise
available for occupancy, or if any present tenant or occupant of the Leased
Premises holds over and Landlord cannot acquire possession of the Leased
Premises prior to the Commencement Date stated above, Tenant agrees to accept
possession of the Leased Premises at such time as Landlord is able to tender the
same, which date shall then be the Commencement Date of the Lease term.
(c) (Intentionally Deleted)
(d) Tenant acknowledges that no representations or promises regarding
repairs, alterations, remodeling, or improvements to the Leased Premises have
been made by Landlord, its agents, employees, or other representatives, unless
such are expressly set forth in this Lease, and that Tenant is solely
responsible for applying for and obtaining a certificate of occupancy for the
Leased Premises. Tenant agrees that if its occupancy of the Leased Premises is
delayed under the circumstances described in Subparagraph (b) or (c) above, this
Lease shall nonetheless continue in full force and effect. However, any rental
amounts applicable to such period of delay shall be abated and such abatement
shall constitute full settlement of all claims by Tenant against Landlord by
reason of any such delay in possession of the Leased Premises. Tenant's taking
possession of the leased Premises shall conclusively establish that the
improvements, if any, to be made by Landlord under the terms of this Lease, have
been completed in accordance with the plans and specifications therefor and that
the Leased Premises are in good and satisfactory condition as of the date of
Tenant's possession, unless Tenant notifies Landlord in writing specifying any
defects within ten (10) days after taking possession. Landlord shall use
reasonable diligence to repair promptly such items but Tenant shall have no
claim for damages or rebate or abatement of rent by reason thereof. After the
Commencement Date and upon completion of any necessary repairs as provided
above, Tenant shall, upon demand, execute and deliver to Landlord a letter of
acceptance of the Leased Premises and acknowledgment of the date of the
Commencement Date.
5. BASE RENT AND SECURITY DEPOSIT:

(a) Tenant agrees to pay to Landlord as rent the sum of *See Below
---------Dollars subject to adjustment for early or delayed occupancy under the terms
hereof. Such rent shall be payable in monthly amounts of *See Below Dollars
--------each, in advance, without demand deduction or offset (sometimes referred to in
this Lease as the "Base Rent" or "Base Rental"). Such rental amounts shall be
due and payable to Landlord in lawful money of the United States of America at
the address shown below. An amount equal to one monthly Base Rental payment
shall be due and payable on the date Tenant executes this Lease and such amount
shall be applied to the rent due for the first complete calendar month occurring
after the Commencement Date, provided that if the Commencement Date should be a
date other than the first day of a calendar month the rent for such partial
month shall be prorated. All succeeding installments of rent shall be due and
payable on or before the first day of each succeeding calendar month during the
Lease term. The amount of the Base Rent shall be adjusted as provided in
Paragraph 6 below.
(b) On the date Tenant executes this Lease there shall be due and
payable by Tenant a security deposit in an amount equal to one monthly Base
Rental installment. Such deposit shall be held by Landlord (without any
obligation to pay interest thereon or segregate such monies from Landlord's
general funds) as security for the performance of Tenant's obligations under
this Lease. Tenant agrees to increase such security deposit from time to time so
that it is at all times equal to one monthly Base Rental installment, as
adjusted pursuant to Paragraph 6(a) below. Tenant shall deposit cash with
Landlord in an amount sufficient so to increase the security deposit within
five (5) days after written demand by Landlord. It is expressly understood that
the
Monthly Base Rent Schedule
-------------------------May 15, 2000 - February 28, 2003 @ $5,235.00 per month
March 1, 2003 - December 31, 2005 @ $5,542.00 per month
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security deposit is not an advance payment of rental or a measure of Landlord's
damages in the event of Tenant's default under this Lease. Upon the occurrence
of any event of default by Tenant or breach by Tenant of its covenants under
this Lease, Landlord may, from time to time, without prejudice to any other
remedy provided herein or provided by law, use, apply, or retain all or part of
the security deposit for the payment of any rent or other sum in default, or for
the payment of any other amount which Landlord may spend or become obligated to
spend by reason of Tenant's default, or for payment of any other amount which
Landlord may spend or become obligated to spend by reason of Tenant default or
breach, or to compensate Landlord for any damage, injury, expense or liability
caused to Landlord by such default or breach. If any portion of the security
deposit is so used or applied, Tenant shall, within five (5) days after written
demand therefor, deposit cash with Landlord in an amount sufficient to restore
the security deposit to the amount required by this Paragraph. Tenant's failure
to do so shall be a default under this Lease. The balance of the security
deposit shall be returned by Landlord to Tenant at such time after termination
of this Lease that all of Tenant's obligations have been fulfilled.
(c) Other remedies for nonpayment of Rent notwithstanding, if the
monthly Base Rental payment is not received by Landlord on or before the tenth
(10th) day of the month for which such rent is due, or if any other payment due
Landlord by Tenant hereunder (such sums being deemed to be additional Rent) is
not received by Landlord on or before the tenth (10th) day of the month next
following the month in which Tenant was invoiced, a service charge of five
percent (5%) of such past due amount shall be additionally due and payable by
Tenant. Such service charge shall be cumulative of any other remedies Landlord
may have for nonpayment of Rent and other sums payable under this Lease.
(d) If three (3) consecutive monthly Rental payments or any five (5)
monthly Rental payments during the Lease term (or any renewal or extension
thereof) are not received by Landlord on or before the tenth (10th) day of the
month for which such Rent was due, the Base Rent hereunder shall automatically
become due and payable by Tenant in advance in quarterly installments equal to
three (3) months' Base Rent each. The first of such quarterly Base Rent payments
shall be due and payable on the first day of the next succeeding calendar month
and on the first day of every third (3rd) calendar month thereafter. This remedy
shall be cumulative of any other remedies of Landlord under this Lease for
nonpayment of Rent.
6. ADDITIONAL RENT:
(a) Taxes, Insurance and Common Area Maintenance
(1) In the event the "Tax, Insurance and Common Area Maintenance
Expenses" (as defined below) of the Building shall in any calendar year during
the term of this Lease exceed the sum of $Base Year 2000 per square foot, then

-------------with respect to such excess (the "Tax, Insurance and Common Area Maintenance
Differential"), Tenant agrees to pay as additional rental Tenant's pro rata
share of the Tax, Insurance and Common Area Maintenance Differential within ten
(10) days following receipt of an invoice from Landlord stating the amount due.
The pro rata share to be paid by Tenant is Twelve and Seventy Nine Hundredths
---------------------------------percent (12.79%) subject, however, to adjustment for any expansion of the Leased
----Premises. In the case of a multi-building Project, if such Tax, Insurance and
Common Area Maintenance Expenses are not separately assessed to the Building but
are assessed against the Project as a whole, Landlord shall determine the
portion of such Tax, Insurance and Common Area Maintenance Expenses allocable to
the Building in which the Leased Premises are located.
(2) At or prior to the commencement of this Lease and at any time
during the Lease term, Landlord may deliver to Tenant a written estimate of any
additional rent applicable to the Leased Premises (based on the pro rata share
stated above) which may be anticipated for excess Tax, Insurance and Common
Area Maintenance Expenses during the calendar year in which this Lease commences
or for any succeeding calendar year, as the case may be. Based upon such written
estimate, the monthly Base Rental shall be increased by one-twelfth (1/12) of
the estimated additional rent.
(3) Statements showing the actual Tax and Insurance Expenses (as
well as the actual Common Area Maintenance Expenses, as defined in Paragraph
6(b) below) and Tenant's proportionate share thereof (hereinafter referred to as
the "Statement of Actual Adjustment") shall be delivered by Landlord to Tenant
after any calendar year in which additional rental was paid or due by Tenant.
Within ten (10) days after the delivery by Landlord to Tenant of such Statement
of Actual Adjustment, Tenant shall pay Landlord the amount of any additional
rental shown on such statement as being due and unpaid. If such Statement of
Actual Adjustment shows that Tenant has paid more than the amount of additional
rental actually due from Tenant for the preceding calendar year and if Tenant is
not then in default under this Lease, Landlord shall credit the amount of such
excess to the next Base Rental installment due from Tenant.
(4) "Tax and Insurance Expenses" shall mean: (i) all ad valorem,
rental, sales, use, and other taxes (other than Landlord's income taxes),
special assessments, and other governmental charges, and all assessments due to
deed restrictions and/or owner's associations which accrue against the Building
during the term of this Lease; and (ii) all insurance premiums paid by Landlord
with respect to the Building including, without limitation, public liability,
casualty, rental, and property damage insurance.
(b) Common Area Maintenance
(1) "Common Area Maintenance Expenses" shall mean all expenses
(other than the Tax and Insurance Expenses described above) incurred by Landlord
for the maintenance, repair, and operation of the Building, (excluding only
structural soundness of the roof, foundation and exterior walls) including, but
not limited to, management fees, utility expenses (if not separately metered),
maintenance and repair costs, sewer, landscaping, trash and security costs (if
furnished by Landlord), wages and fringe benefits payable to employees of
Landlord whose duties are connected with the operation and maintenance of the
Building, amounts paid to contractors or subcontractors for work or services
performed in connection with the operation and maintenance of the Building, all
services, supplies, repairs, replacements or other expenses for maintaining,
repairing, and operating the Building, including without limitation common areas
and parking areas and roof, exterior wall and foundation work that is not
related to structural soundness.
(2) The term "Common Area Maintenance Expenses" does not include
the cost of any capital improvement to the Building other than the reasonably
amortized cost of capital improvements which result in the reduction of
Insurance Expenses or Common Area Maintenance Expenses. Further, the term
"Common Area Maintenance Expenses" shall not include repair, restoration or
other work occasioned by fire, windstorm or other casualty with respect to which
Landlord actually receives insurance proceeds, income and franchise taxes of
Landlord, expenses incurred in leasing to or procuring of tenants, leasing
commissions, advertising expenses, expenses for the renovating of space for new
tenants, interest or principal payments on any mortgage or other indebtedness of
Landlord, compensation paid to any employee of Landlord above the grade of
building superintendent, or depreciation allowance or expense.
(c) If the Commencement Date of this Lease is a day other than the
first day of a month, or if the Termination Date is a day other than the last
day of a month, the amount shown as due by Tenant on the Statement of Actual
Adjustment shall reflect a proration based on the ratio that the number of days
this Lease was in effect during such month bears to the actual number of days in
said month.
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(d) The failure of Landlord to exercise its rights hereunder to
estimate expenses and require payment of same as additional rental shall not
constitute a waiver of such rights which rights may be exercised from time to
time at Landlord's discretion.
(e) If the nature of Tenant's business or use of the Leased Premises
is such that additional costs are incurred by Landlord for cleaning, sanitation,
trash collection or disposal services, Tenant agrees to pay as additional rental
to Landlord the amount of such additional costs upon demand.
7. TENANT REPAIRS AND MAINTENANCE:
(a) Tenant shall maintain all parts of the Leased Premises and their
appurtenances (except those for which Landlord is expressly responsible under
this Lease) in good, clean and sanitary condition at its own expense. Tenant
shall promptly make all necessary repairs and replacements to the Leased
Premises, including but not limited to, electric light lamps or tubes, windows,
glass and plate glass, interior and exterior doors, any special office entry,
interior walls and finish work, floors and floor coverings, (Intentionally
Deleted) heating and air conditioning systems, dock boards, truck doors, dock
bumpers, plumbing work and fixtures other than common building sewage lines.
Tenant shall be obligated to repair wind damage to glass caused by events other
than hurricanes or tornadoes. Otherwise, however, Tenant shall not be obligated
to repair any damage caused by fire, hurricane, tornado or other casualty
covered by the insurance maintained by Landlord.
(b) Tenant shall not damage or disturb the integrity, structural
soundness, or support of any wall, roof, or foundation of the Leased Premises.
Any damage to these walls caused by Tenant or its employees, agents or invitees
shall be promptly repaired by Tenant at its sole cost and expense.
(c) Landlord shall have the right to coordinate any repairs and other
maintenance of any rail tracks serving or to serve the Project, and if Tenant
uses such rail tracks, Tenant shall reimburse Landlord from time to time upon
demand for a share of the cost of such repairs and maintenance and any other
sums specified in any agreement to which Landlord is a party respecting such
tracks. Tenant's share of such costs shall be additional rent and shall reflect
a proration based on the ratio that the space contained in the Leased Premises
bears to the entire space occupied by rail users in the Project.
(d) Tenant shall, at its own cost and expense, enter into a regularly
scheduled preventive maintenance/service contract with a maintenance contractor
for servicing all heating and air conditioning systems and equipment within the
Leased Premises. The maintenance contractor and the contract must be approved by
Landlord. The service contract must include all services suggested by the
equipment manufacturer within the operation/maintenance manual and must become
effective (and a copy delivered to Landlord) within thirty (30) days of the date
Tenant takes possession of the Leased Premises. If Tenant fails to enter into
such service contract as required, Landlord shall have the right to do so on
Tenant's behalf and Tenant agrees to pay Landlord the cost and expense of same
upon demand.
(e) Tenant shall pay all charges for pest control and extermination
within the Leased Premises.
(f) At the termination of this Lease, Tenant shall deliver the Leased
Premises "broom clean" to Landlord in the same good order and condition as
existed at the Commencement Date of this Lease, ordinary wear, natural
deterioration beyond the control of Tenant, damage by fire, tornado or other
casualty excepted.
(g) Not in limitation on the foregoing, it is expressly understood
that Tenant shall repair and pay for all damage caused by the negligence of
Tenant, Tenant's employees, agents or invitees, or caused by Tenant's default
hereunder. All requests for repairs or maintenance that are the responsibility
of Landlord under this Lease must be made in writing to Landlord at the address
set forth below.
8. LANDLORD'S REPAIRS: Landlord shall be responsible, at its expense, only
for the structural soundness of the roof, foundation and exterior walls of the
Building. Any repair to the roof, foundation or exterior walls occasioned by the
act or omission of Tenant, or its agents, employees, guests or invitees shall be
the responsibility of Tenant. The term "walls" as used in this Paragraph 8 shall
not include windows, glass or plate glass, interior doors, special store fronts,
office entries or exterior doors. Landlord's liability with respect to any
defects, repairs or maintenance for which Landlord is responsible at its expense
under this Lease shall be limited to the cost of such repairs or maintenance or
the curing of such defect. As expenses included in Common Area Maintenance
Expenses, Landlord will be responsible for landscaping and maintenance of common
areas and parking areas, exterior painting, and common sewage line plumbing.
Tenant shall immediately give Landlord written notice of defects or need for
repairs, after which Landlord shall have a reasonable opportunity to repair same
or cure such defect. Landlord shall not be required to perform any covenant or
obligation of this Lease, or be liable in damages to Tenant, so long as the
performance or non-performance of the covenant or obligation is delayed, caused

by, or prevented by an act of God or force majeure. An "act of God" or "force
majeure" is defined for purposes of this Lease as strikes, lockouts, sit-downs,
material or labor restrictions by any governmental authority, riots, floods,
washouts, explosions, earthquakes, fire, storms, acts of the public enemy, wars,
insurrections and any other similar cause not reasonably within the control of
Landlord, and which by the exercise of due diligence Landlord is unable, wholly
or in part, to prevent or overcome.
9. UTILITY SERVICE: Tenant shall pay the cost of all utility services,
including, but not limited to, initial connection charges and all charges for
gas, water, and electricity used on the Leased Premises. If the Leased Premises
are separately metered, Tenant shall pay such costs directly to the appropriate
utility company. Otherwise, Tenant shall pay such costs pursuant to Paragraph
6(b) above. Tenant shall pay all costs caused by Tenant introducing excessive
pollutants into the sanitary sewer system, including permits, fees and charges
levied by any governmental subdivision for any pollutants or solids other than
ordinary human waste. If Tenant can be clearly identified as being responsible
for obstructions or stoppage of the common sanitary sewage line, the Tenant
shall pay the entire cost thereof, upon demand, as additional rent. Tenant shall
be responsible for the installation and maintenance of any dilution tanks,
holding tanks, settling tanks, sewer sampling devices, sand traps, grease traps
or similar devices which may be required by the appropriate governmental
subdivision for Tenant's use of the sanitary sewer system. Tenant shall also pay
all surcharges (i.e. charges in excess of normal charges) levied due to Tenant's
abnormal use of sanitary sewer or waste removal services so that no such
surcharges shall affect Landlord or other tenants in the Project under Paragraph
6(b) above.
10. SIGNS: No sign, door plaques, advertisement, or notice shall be
displayed, painted or affixed by Tenant on any part of the Project or Building,
parking facilities, or Leased Premises without prior written consent of
Landlord, such consent not to be unreasonably withheld. The color, size,
-------------------------------------------character, style, material, and placement shall be approved by Landlord, and
subject to any applicable governmental laws, ordinances, regulations, project
specifications, and other requirements. Sign on doors and entrances to the
Leased Premises, if approved by Landlord, shall be placed thereon by a
contractor approved by Landlord and paid for by Tenant. Tenant shall remove all
such signs at the termination of this lease. Such installations and removals
shall be made in such manner as to avoid injury or defacement of the Project and
other improvements, and Tenant, at its sole expense, shall repair any injury or
defacement, including, without limitation, any discoloration caused by such
installation and/or removal.
3
11. USAGE: Tenant warrants and represents to Landlord that the Leased
Premises shall be used and occupied only for the purpose of general office. Any
-------------change in the stated usage purposes or in the scope or extent of such usage as
previously described to Landlord by Tenant shall be subject to the prior written
approval of Landlord. Tenant shall occupy the Leased Premises, conduct its
business and control its agents, employees, invitees and visitors in a lawful
and reputable way and as not to create any nuisance or otherwise interfere with,
annoy or disturb any other tenant in its normal business operations or Landlord
in its management of the project. Tenant shall not commit, or allow to be
committed, any waste on the Leased Premises.
12. INSURANCE:
(a) Tenant shall not permit the Leased Premises to be used in any way
which would, in the opinion of Landlord, be hazardous or which would in any way
increase the cost of or render void the fire insurance on improvements or
contents in the Project belonging to Landlord or other tenants. If at any time
during the term of this Lease the State Board of Insurance or other insurance
authority disallows any of Landlord's sprinkler credits or imposes an additional
penalty or surcharge in Landlord's insurance premiums because of Tenant's
original or subsequent placement or use of storage racks or bins, method of
storage, or nature of Tenant's inventory or any other act of Tenant, Tenant
agrees to pay as additional rental the increase in Landlord's insurance
premiums. If an increase in the fire and extended coverage premiums paid by
Landlord for the Building in which Tenant occupies space is caused by Tenant's
use or occupancy of the Leased Premises; or if Tenant vacates the Leased
Premises and causes an increase, then Tenant shall pay as additional rental the
amount of such increase to Landlord.
(b) Tenant shall procure and maintain throughout the term of this Lease
a policy or policies of insurance, at its sole cost and expense, insuring both
Landlord and Tenant against all claims, demands or actions arising out of or in
connection with: (i) the Leased Premises; (ii) the condition of the Leased
Premises; (iii) Tenant's operations in and maintenance and use of the Leased
Premises; and (iv) Tenant's liability assumed under this Lease. The limits of
such policy or policies shall be not less than one million dollars ($1,000,000)
combined single limit coverage per occurrence for injury to persons (including

death) and/or property damage or destruction, including loss of use. All such
policies shall be procured by Tenant from responsible insurance companies
satisfactory to Landlord. Certified copies of such policies, together with
receipts for payment of premiums, shall be delivered to Landlord prior to the
Commencement Date of this Lease. Not less than fifteen (15) days prior to the
expiration date of any such policies, certified copies of renewal policies and
evidence of the payment of renewal premiums shall be delivered to Landlord. All
such original and renewal policies shall provide for at least thirty (30) days
written notice to Landlord before such policy may be cancelled or changed to
reduce insurance coverage provided thereby. Upon request of Landlord, Tenant
further agrees to complete and return to Landlord an insurance questionnaire
(such form to be provided by Landlord) regarding Tenant's insurance coverage and
intended use of the Leased Premises. Tenant warrants and represents that all
information contained in such questionnaire shall be true and correct as of the
date thereof and shall be updated by Tenant from time to time upon Landlord's
request.
13. (Intentionally Deleted)
14. COMPLIANCE WITH LAWS, RULES AND REGULATIONS: Tenant shall comply with
all applicable laws, ordinances, orders, rules and regulations of state,
federal, municipal, or other agencies or bodies relating to the use, condition
and occupancy of, and business conducted on, the Leased Premises, including
without limitation, the Resource Conservation and Recovery Act, the
Comprehensive Environmental Response Act, and the rules, regulations and
directives of the U.S. Environmental Protection Agency. Tenant shall also comply
with the rules of the Project which may hereafter be adopted by Landlord.
Landlord shall have the right at all times to change the rules and regulations
of the Project or to amend them in any reasonable manner as may be deemed
advisable for the safety, care, cleanliness, and good order of the Project and
Leased Premises. All rules and regulations of the Project and any changes or
amendments thereto will be sent by Landlord to Tenant in writing and shall
thereafter be carried out and observed by Tenant.
15. ASSIGNMENT AND SUBLETTING: The Tenant agrees not to assign, transfer,
or mortgage this Lease or any right or interest therein, or sublet the Leased
Premises or any part thereof, without the prior written consent of Landlord
which shall not be unreasonbly withheld. No assignment or subletting made with
- --------------------------------------the consent of Landlord shall relieve Tenant of its obligations hereunder, and
Tenant shall continue to be liable as a principal (and not as a guarantor or
surety) to the same extent as though no assignment or sublease had been made.
Consent by Landlord to an assignment or sublease shall not be construed to be
consent to any additional assignment or subletting. Each such successive act
shall require similar consent of Landlord. Landlord shall be reimbursed by
Tenant for any costs or expenses incurred as a result of Tenant's request for
consent to any such assignment or subletting. In the event Tenant subleases the
Leased Premises, or any portion thereof, or assigns this Lease with the consent
of the Landlord at an annual Base Rental exceeding that stated herein, such
excess shall be paid by Tenant to Landlord as additional rental hereunder within
ten (10) days after receipt by Tenant. Upon the occurrence of an "event of
default" as defined below, if all or any part of the Leased Premises are then
assigned or sublet, Landlord may, in addition to any other remedies provided by
this Lease or provided by law, collect directly from the assignee or subtenant
all rents due to Tenant. Landlord shall have a security interest in all
properties on the Leased Premises to secure payment of such sums. Any collection
directly by Landlord from the assignee or subtenant shall not be construed,
however, to constitute a novation or release of Tenant from the further
performance of its obligations under this Lease. Notwithstanding the foregoing,
it is expressly agreed that if this Lease is assigned to any person or entity
pursuant to the provisions of the Bankruptcy Code, 11 U.S.C. (S) 101 et esp.
(the "Bankruptcy Code"), any and all monies or other considerations payable or
otherwise to be delivered in connection with such assignment shall be paid or
delivered to Landlord, shall be and remain the exclusive property of Landlord
and shall not constitute property of Tenant or of the estate of Tenant within
the meaning of the Bankruptcy Code. Any and all monies or other considerations
constituting Landlord's property under the preceding sentence not paid or
delivered to Landlord shall be held in trust for the benefit of Landlord and be
promptly paid or delivered to Landlord. Any person or entity to which this Lease
is assigned pursuant to the provisions of the Bankruptcy Code shall be deemed
without further act or deed to have assumed all of the obligations arising under
this Lease on and after the date of such assignment. Any such assignee shall
upon demand execute and deliver to Landlord an instrument confirming such
assumption.
16. ALTERATIONS AND IMPROVEMENTS:
(a) Tenant shall not make or perform, or permit the making or
performance of, any initial or subsequent tenant finish work or any alterations,
installations, decorations, improvements, additions or other physical changes in
or about the Leased Premises (referred to collectively as "Alterations") without
Landlord's prior consent. Landlord agrees not to withhold its consent
unreasonably to any nonstructural Alterations proposed to be made by Tenant to
adapt the Leased Premises for Tenant's business purposes. Notwithstanding the
foregoing
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provisions or Landlord's consent to any Alterations, all Alterations shall be
made and performed in conformity with and subject to the following provisions:
All Alterations shall be made and performed at Tenant's sole cost and expense
and at such time and in such manner as Landlord may from time to time reasonably
designate. Alterations shall be made only by contractors or mechanics approved
by Landlord, such approval not to be unreasonably withheld. No Alteration shall
affect any part of the Building other than the Leased Premises or adversely
affect any service required to be furnished by Landlord to Tenant or to any
other tenant or occupant of the Building or reduce the value of the Building. No
alteration shall affect the outside appearance of the Building. Tenant shall
submit to Landlord detailed plans and specifications (including layout,
architectural, mechanical and structural drawings) for each proposed Alteration
and shall not commence any such Alteration without first obtaining Landlord's
written approval of such plans and specifications. Prior to the commencement of
each proposed Alteration, Tenant shall furnish to Landlord duplicate original
policies of worker's compensation insurance covering all persons to be employed
in connection with such Alterations, including those to be employed by all
contractors and subcontractors and comprehensive public liability insurance
(including property damage coverage) in which Landlord, its agents, and any
lessor under any ground or underlying lease, and any mortgagee of the Building
shall be named as parties insured, which policies shall be issued by companies,
and shall be in form and amounts, satisfactory to Landlord and shall be
maintained by Tenant until the completion of such Alteration (Intentionally
Deleted). Tenant shall cause its contractor to provide Landlord with a
certificate of completion of the Alterations and a bills paid affidavit and full
lien waiver; and upon receipt of same, and no fewer than thirty-one (31) days
following completion if Tenant is not in default hereunder, Landlord shall
return the letter of credit to Tenant unused and endorsed for cancellation.
Tenant shall, if requested by Landlord at the time of Landlord's consent to the
Alterations, agree to restore the Leased Premises at the termination of this
Lease to their condition prior to making such Alterations. All permits,
approvals and certificates required by all governmental authorities shall be
timely obtained by Tenant and submitted to Landlord. Notwithstanding Landlord's
approval of plans and specifications for any Alterations, all Alterations shall
be made and performed in full compliance with applicable laws, orders and
regulations of Federal, State, County, and Municipal authorities and with all
directions, pursuant to law, of all public officers, and with all applicable
rules, orders, regulations and requirements of the Dallas Board of Fire
Underwriters or any similar body. All alterations shall be made and performed in
accordance with the Building rules. All materials and equipment to be
incorporated in the Leased Premises as a result of all Alterations shall be new
and first quality. No such materials or equipment shall be subject to any lien,
encumbrance, chattel mortgage or title retention or security agreement. If such
Alterations are being performed by Tenant in connection with Tenant's initial
occupancy of the Leased Premises, Tenant agrees to make proper application for,
and obtain, a certificate of occupancy from the city in which the Leased
Premises are located. Tenant shall furnish such certificate to Landlord promptly
after issuance of same.
(b) Tenant shall not at any time prior to or during the term of this
Lease, directly or indirectly employ or permit the employment of, any
contractor, mechanic, or laborer in the Leased Premises, whether in connection
with any Alteration or otherwise, if such employment will interfere or cause any
conflict with other contractors, mechanics, or laborers engaged in the
construction, maintenance or operation of the Building by Landlord, Tenant, or
other. In the event of any such interference or conflict. Tenant, upon demand of
Landlord, shall cause all contractors, mechanics, or laborers causing such
interference or conflict to leave the Building immediately.
(c) All appurtenances, fixtures, improvements, and other property
attached to or installed in the Leased Premises, whether by Landlord or Tenant
or others, and whether at Landlord's expense or Tenant's expense, or the joint
expense of Landlord and Tenant, shall be and remain the property of Landlord,
except that any such fixtures, improvements, additions, and other property which
have been installed at the sole expense of Tenant and which are removable
without material damage to the Leased Premises shall be and remain the property
of Tenant. At Landlord's option, Tenant shall remove any property belonging to
Tenant at the end of the term hereof, and Tenant shall repair or, at Landlord's
option, shall pay to Landlord the cost of repairing any damage arising from such
removal. Any replacements of any property of Landlord, whether made at Tenant's
expense or otherwise, shall be and remain the property of Landlord.
17. CONDEMNATION:
(a) If, during the term (or any extension or renewal) of this Lease,
all or a substantial part of the Leased Premises are taken for any public or
quasi-public use under any governmental law, ordinance or regulation, or by
right of eminent domain or by private purchase in lieu thereof, and the taking
would prevent or materially interfere with the then current use of the Leased
Premises, this Lease shall terminate and the Rent shall be abated during the
unexpired portion of this Lease effective on the date physical possession is

taken by the condemning authority.
(b) If a portion of the Leased Premises is taken as described above
and this Lease is not terminated as provided in subparagraph (a) above, the Rent
payable under this Lease during the unexpired portion of the term shall be
adjusted to such an extent as may be fair and reasonable under the
circumstances.
(c) In the event of such taking or private purchase in lieu thereof,
Landlord and Tenant shall each be entitled to receive any sums separately
awarded to each party by the condemning authority. In the event separate awards
to Landlord and Tenant are not made, Landlord shall be entitled to receive any
and all sums by the condemning authority.
18. FIRE AND CASUALTY:
(a) If the Building should be damaged or destroyed by fire, tornado,
or other casualty, Tenant shall give immediate written notice thereof to
Landlord.
(b) If the Building should be totally destroyed by fire, tornado, or
other casualty, or if it should be so damaged thereby that rebuilding or repairs
cannot in Landlord's estimation be completed within one hundred eighty (180)
days after the date on which Landlord is notified by Tenant of such damage, this
Lease shall terminate and the Rent shall be abated during the unexpired portion
of this Lease, effective upon the date of occurrence of such damage.
(c) If the Building should be damaged by any peril covered by the
insurance maintained by Landlord, but only to such extent that rebuilding or
repairs can in Landlord's estimation be completed within one hundred eighty
(180) days after the date on which Landlord is notified by Tenant of such
damage, this Lease shall not terminate and Landlord shall, to the extent of
insurance proceeds received, then proceed with reasonable diligence to rebuild
and repair the Building to substantially the same condition in which it existed
prior to such damage. Landlord shall not be required, however, to rebuild,
repair, or replace any part of the partitions, fixtures, additions, and other
improvements which may have been placed in, on, or about the Lease Premises by
Tenant. If the Leased Premises are untenantable in whole or in part following
such damage, the Rent
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payable hereunder during the period in which they are untenantable shall be
reduced to such extent as may be fair and reasonable under all of the
circumstances. If Landlord should fail to complete such repairs and rebuilding
within one hundred eighty (180) days after the date on which Landlord is
notified by Tenant of such damage, Tenant may terminate this Lease by delivering
written notice of termination to Landlord. Such termination shall be Tenant's
exclusive remedy and all rights and obligations of the parties under this Lease
shall then cease. Notwithstanding the foregoing provisions of this subparagraph
(c), Tenant agrees that if the Leased Premises, the Building and/or Project are
damaged by fire or other casualty caused by the fault or negligence of Tenant or
Tenant's agents, employees or invitees. Tenant shall have no option to terminate
this Lease, even if the damage cannot be repaired within one hundred eighty
(180) days, and the Rent shall not be abated or reduced before or during the
repair period.
(d) Notwithstanding anything herein to the contrary, if the holder of
any indebtedness secured by a mortgage or deed of trust covering the Building
and/or Project requires that the insurance proceeds be applied to such
indebtedness, then Landlord shall have the right to terminate this Lease by
delivering written notice of termination to Tenant within fifteen (15) days
after such requirement is made. All rights and obligations under this Lease
shall then cease.
19. CASUALTY INSURANCE: Landlord shall at all times during the term of this
Lease maintain a policy or policies of insurance with the premiums paid in
advance, issued by and binding upon some solvent insurance company, insuring the
Building against loss or damage by fire, explosion, or other hazards and
contingencies. Landlord shall not be obligated, however, to insure any personal
property (including, but not limited to any furniture machinery goods or
supplies) of Tenant or which Tenant may have in the Leased Premises or any
fixtures installed by or paid for by Tenant upon or within the Leased Premises
or any improvements which Tenant may construct or install on the Leased Premises
or any signs identifying Tenant's business located on the exterior of the
Building.
20. WAIVER OF SUBROGATION: To the extent that Landlord or Tenant receives
casualty insurance proceeds, such recipient hereby waives and releases any and
all rights, claims, demands and causes of action such recipient may have against
the other on account of any loss or damage occasioned to such recipient or its
businesses real and personal properties, the Leased Premises, the Building, the
Project, or its contents arising from any risk or peril covered by any insurance
policy carried by either party. Inasmuch as the above mutual waivers will

preclude the assignment of any such claim by way of subrogation (or otherwise)
to an insurance company (or any other person), each party hereto hereby agrees
immediately to give to its respective insurance companies written notice of the
terms of such mutual waivers and to have their respective insurance policies
properly endorsed, if necessary, to prevent the invalidation of such insurance
coverages by reason of such waivers. This provision shall be cumulative of
Paragraph 21 below.
21. HOLD HARMLESS: Landlord shall not be liable to Tenant, Tenant's
employees, agents, invitees, licensees or visitors, or to any other person, for
any injury to person or damage to property on or about the Leased Premises or
the Project caused by the negligence or misconduct of Tenant, its agents,
employees, invitees, or of any other persons entering upon the Leased Premises
or the Project under express or implied invitation by Tenant. Tenant agrees to
indemnify and hold Landlord harmless from any and all loss, attorney's fees,
expenses, or claims arising out of any such damage or injury.
22. QUIET ENJOYMENT: Landlord warrants that it has full right to execute
and to perform this Lease and to grant the estate demised and that Tenant, upon
payment of the required Rent and performing the covenants and agreements
contained in this Lease, shall peaceably and quietly have, hold, and enjoy the
Leased Premises during the full term of this Lease, including any extensions or
renewals thereof.
23. LANDLORD'S RIGHT OF ENTRY: Landlord shall have the right, at all
reasonable hours, to enter the Leased Premises for the following reasons:
inspection, cleaning or making repairs, making such alterations or additions as
Landlord may deem necessary or desirable; installation of utility lines
servicing the Leased Premises or any other space in the Building; determining
Tenant's use of the Leased Premises, or for determining if any act of default
under this Lease has occurred. Landlord shall give twenty-four (24) hours
written notice to Tenant prior to such entry, except in cases of emergency when
Landlord may enter the Leased Premises at any time and without prior notice.
During the period that is six (6) months prior to the end of the Lease term,
Landlord and Landlord's agents and representatives shall have the right to enter
the Leased Premises at any reasonable time during business hours, without
notice, for the purpose of showing the Leased Premises and shall have the right
to erect on the Leased Premises a suitable sign indicating the Leased Premises
are available for lease. Tenant shall give written notice to Landlord at least
thirty (30) days prior to vacating the Leased Premises and shall arrange to meet
with Landlord for a joint inspection of the Leased Premises prior to vacating.
In the event of Tenant's failure to give such notice or arrange such joint
inspection, Landlord's inspection at or after Tenant's vacating the Leased
Premises shall be conclusively deemed correct for purposes of determining
Tenant's responsibility for repairs and restoration.
24. ASSIGNMENT OF LANDLORD'S INTEREST IN LEASE: Landlord shall have the
right to transfer end assign, in whole or in part, its rights and obligations
with respect to the Project and premises that are the subject of this Lease,
including Tenant's security deposit. In such event, Landlord shall be released
from any further obligation under this Lease and Tenant agrees to look solely to
Landlord's successor for the performance of such obligations.
25. LANDLORD'S LIEN: In addition to any statutory lien for Rent in
Landlord's favor. Landlord shall have and Tenant hereby grants to Landlord a
continuing security interest for all Rentals and other sums of money becoming
due under this Lease from Tenant, upon all goods, wares, equipment, fixtures,
furniture, inventory, accounts, contract rights, and other personal property of
Tenant situated on or arising from the Leased Premises. Such property shall not
be removed without the consent of Landlord, which consent may be withheld by
Landlord without cause so long as any of Tenant's duties or obligations
hereunder have not been fully performed. In the event of a default under this
Lease, Landlord shall have, in addition to any other remedies provided in this
Lease or by law, all rights and remedies under the Texas Uniform Commercial
Code, including without limitation the right to sell the property described in
the Paragraph at public or private sale upon five (5) days notice to Tenant.
Tenant hereby agrees to execute such financing statements and other instruments
necessary or desirable in Landlord's discretion to perfect the security interest
hereby created. The express contractual lien herein granted, is in addition and
supplementary to any statutory lien for Rent. Landlord agrees to subordinate its
---------------------------------lien hereunder to Tenant's primary Lender.
- -----------------------------------------26. DEFAULT BY TENANT: The following shall be events of default by Tenant
under this Lease:
(a) Tenant shall fail to pay when due any installment of Rent or other
payment required pursuant to this Lease;
(b) Tenant shall abandon or vacate any substantial portion of the
Leased Premises, whether or not Tenant is in default of the Rental payments due
under this Lease;
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(c) Tenant shall fail to comply with any term, provision, or covenant
of this Lease, other than the defaults listed in this paragraph 26, and the
failure is not cured within ten (10) days after written notice thereof to
Tenant;
(d) Tenant shall file a petition or be adjudged a debtor or bankrupt
or insolvent under the National Bankruptcy Code, as amended, or any similar law
or statute of the United States or any state; or a receiver or trustee shall be
appointed for all or substantially all of the assets of Tenant; or Tenant shall
make a transfer in fraud of creditors or shall make an assignment for the
benefit of creditors;
(e) Tenant shall do or permit to be done any act which results in a
lien being filed against the Leased Premises.
27. REMEDIES FOR TENANT'S DEFAULT: Upon the occurrence of any event of
default set forth in this Lease, Landlord shall have the option to pursue any
one or more of the following remedies without any prior notice or demand;
(a) Landlord may terminate this Lease, in which event Tenant shall
immediately surrender the Leased Premises to Landlord, and if Tenant fails to do
so, Landlord may, without prejudice to any other remedy which it may have, enter
upon and take possession of the Leased Premises, and expel or remove Tenant and
any other person who may be occupying all or any part of the Leased Premises.
Landlord shall not be liable for prosecution or any claim for damages as a
result of such actions. Tenant agrees to pay on demand the amount of all losses,
costs, expenses, deficiencies, and damages, including, without limitation,
reconfiguration expenses, rental concessions and other inducements to new
tenants, advertising expenses and broker's commissions, which Landlord may incur
or suffer by reason of Tenant's default or the termination of the Lease under
this subparagraph, whether through inability to relet the Leased Premises on
satisfactory terms or otherwise. Tenant acknowledges that its obligation to pay
Base Rent and all additional Rent hereunder is not only compensation for use of
the Leased Premises but also compensation for sums already expended and/or being
expended by Landlord with respect to its obligations hereunder and with respect
to the Leased Premises, and Tenant acknowledges that Tenant's default in timely
payment of all sums due hereunder shall constitute significant financial loss to
Landlord. Tenant further acknowledges that any failure to pay any sum due
hereunder shall evidence Tenant's inability to meet its debts as they become
due. In such event, in addition to Landlord's other remedies hereunder, Landlord
shall be entitled to accelerate all Base Rental remaining unpaid hereunder, the
entirety of which shall, at the option of Landlord be immediately due and
payable.
(b) Landlord may enter upon and take possession of the Leased Premises
and expel or remove Tenant and any other person who may be occupying all or any
part of the Leased Premises (without being liable for prosecution or any claim
for damages therefor) and relet the Leased Premises on behalf of Tenant and
receive, directly the rent of the reletting. Tenant agrees to pay Landlord on
demand any deficiency that may arise by reason of any reletting of the Leased
Premises and to reimburse Landlord on demand for any losses, costs, and
expenses, including without limitation, reconfiguration expenses, rental
concessions and other inducements to new tenants, advertising costs or broker's
commissions, which Landlord may incur or suffer as a result of Tenant's default
or in reletting the Leased Premises. Tenant further agrees to reimburse Landlord
for any expenditures made by it for remodeling or repairs necessary in order to
relet the Leased Premises. In the event Landlord is successful in reletting the
Leased Premises at a rental in excess of that agreed to be paid by Tenant
pursuant to this Lease, Landlord and Tenant agree that Tenant shall not be
entitled, under any circumstances, to such excess rental, and Tenant does hereby
specifically waive any claim to such excess rental.
(c) Landlord may enter upon the Leased Premises (without being liable
for prosecution or any claim for damages therefor) and do whatever Tenant is
obligated to do under the terms of this Lease. Tenant agrees to reimburse
Landlord on demand for any losses, costs and expenses which Landlord may incur
in effecting compliance with Tenant's obligations under this Lease. Tenant
further agrees that Landlord shall not be liable for any damages resulting to
Tenant from effecting compliance with Tenant's obligations under this
subparagraph, whether caused by the negligence of Landlord or otherwise.
(d) Landlord may pursue any remedy provided at law or in equity.
(e) Landlord shall have no duty to relet the Premises, and the failure
of Landlord to do so shall not release or affect Tenant's Liability for Rentals
and other charges due hereunder or for damages.
(f) No re-entry or reletting of the Premises or any filing or service
of an unlawful detainer action or similar action shall be construed as an
election by Landlord to terminate Tenant's right to possession under this Lease
unless a written notice of such intention is given by Landlord to Tenant.
Notwithstanding any such reletting without termination. Landlord may at any time
thereafter elect to terminate this Lease and Tenant's right to possession

hereunder.
28. TERMINATION OF OPTIONS: If there exist any options or special rights
which Landlord may have granted Tenant under this Lease including, but not
limited to, options or rights regarding extensions of the Lease term, expansion
of the Leased Premises, or acquisition of any other interest in the Leased
Premises or the Building, then all such options and rights are independent of
the leasehold estate hereby granted to Tenant by Landlord. Landlord and Tenant
agree and acknowledge that the negotiated consideration for any such options or
special rights is Tenant's entry into this Lease and that no portion of any sums
due and payable by Tenant to Landlord hereunder is attributable thereto. In
addition to, and not in lieu of, the above remedies of Landlord for Tenant's
default, any and all such options or special rights shall be automatically
terminated upon the occurrence of the following events:
(a) Tenant shall have failed to pay when due any installment of Rent
or other sums payable under this Lease for any three (3) consecutive months
during the Lease term or any renewal or extension thereof, or for any five (5)
months during the Lease term or any renewal or extension thereof, whether or not
said defaults are cured by Tenant; or
(b) Tenant shall have received two (2) or more notices of default
under Paragraph 26(c) above with respect to any other covenant of this Lease,
whether or not such default(s) is/are cured; or
(c) Tenant shall have committed or suffered to exist any other event
of default described under Paragraph 26 above, whether or not such default is
cured by Tenant.
29. WAIVER OF DEFAULT OR REMEDY: Failure of Landlord to declare a default
immediately upon its occurrence, or delay in taking any action in connection
with an event of default, shall not be waiver of the default. Landlord shall
have the right to declare the default at any time and take such action as is
lawful or authorized under this Lease. Pursuit of any one or more of the
remedies set forth in Paragraphs 27 or 28 above shall not preclude pursuit of
any one or more of the other remedies provided therein or elsewhere in this
Lease provided by law, nor shall pursuit of any remedy be a forfeiture or waiver
of any Rent or damages accruing to Landlord by reason of the violation of any of
the terms of this Lease. Failure by Landlord to enforce one
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or more of its remedies upon an event of default shall not be construed as a
waiver of the default or of any other violation or breach of any of the terms
contained in this Lease.
30. ATTORNEY'S FEES: In the event any litigation arises hereunder, it is
specifically stipulated that this Lease shall be interpreted and construed
according to the laws of the State in which the Leased Premises are located.
Further, the prevailing party in any such litigation between the parties shall
be entitled to recover, as a part of its judgement, reasonable attorney's fees.
31. HOLDING OVER: Tenant will, at the termination of this Lease by lapse of
time or otherwise, surrender immediate possession to Landlord. If Landlord
agrees in writing that Tenant may hold over after the expiration or termination
of this Lease and if the parties do not otherwise agree, the hold over tenancy
shall be subject to termination by Landlord at any time upon not less than five
(5) days advance written notice, or by Tenant at any time upon not less than
thirty (30) days advance written notice. Further, all of the terms and
provisions of this Lease shall be applicable during the hold over period, except
that Tenant shall pay Landlord from time to time upon demand, as Base Rent for
the period of any hold over, an amount equal to one and one-half times (1-1/2)
the Base Rent in effect on the termination date, computed on a daily basis for
each day of the hold over period, plus all additional rental and other sums due
hereunder. If Tenant shall fail immediately to surrender possession of the
Leased Premises to Landlord upon termination of this Lease, by lapse of time or
otherwise, and Landlord has not agreed to such continued possession as above
provided, then, until Landlord can dispossess Tenant under the terms hereof or
otherwise, Tenant shall pay Landlord from time to time upon demand, as Base Rent
for the period of any such holdover, an amount equal to twice the Base Rent in
effect on the termination date, computed on a daily basis for each day of the
hold over period, plus all additional rental and other sums due hereunder. No
holding over by Tenant, whether with or without consent of Landlord, shall
operate to extend this Lease except as otherwise expressly agreed by the
parties. The preceding provisions of this Paragraph shall not be construed as
Landlord's consent for Tenant to hold over.
32. RIGHTS OF MORTGAGEE: Tenant accepts this Lease subject and subordinate
to any recorded mortgage, deed of trust or other lien presently existing or
hereafter to exist with respect to the Leased Premises. Landlord is hereby
irrevocably vested with full power and authority to subordinate Tenant's
interest under this Lease to any mortgage, deed of trust or other lien hereafter
placed on the Leased Premises, and Tenant agrees upon demand to execute such
additional instruments subordinating this Lease as Landlord or the holder of any

such mortgage, deed of trust, or lien may require. If the interests of Landlord
under this Lease shall be transferred by reason of foreclosure or other
proceedings for enforcement of any mortgage on the Leased Premises. Tenant shall
be bound to the transferee (sometimes called the "Purchaser") under the terms
and conditions of this Lease for the balance of the remaining lease term,
including any extensions or renewals, with the same force and effect as if the
Purchaser were Landlord under this Lease. Tenant further agrees to attorn to the
Purchaser, including the mortgagee under any such mortgage if it be the
Purchaser, as its Landlord. Such attornment shall be effective without the
execution of any further instruments upon the Purchaser succeeding to the
interest of Landlord under this Lease. The respective rights and obligations of
Tenant and the Purchaser upon the attornment, to the extent of the then
remaining balance of the term of this Lease, and any extensions and renewals,
shall be and are the same as those set forth in this Lease. Each such holder of
any mortgage, deed of trust, or lien, and each such Purchaser, shall be a
third-party beneficiary of the provisions of this Paragraph.
33. ESTOPPEL CERTIFICATES: Tenant agrees to furnish within ten (10) days,
from time to time, upon request of Landlord or Landlord's mortgagee, a statement
certifying that Tenant is in possession of the Leased Premises; the Leased
Premises are acceptable; the Lease is in full force and effect; the Lease is
unmodified; Tenant claims no present charge, lien, or claim of offset against
Rent; the Rent is paid for the current month, but is not paid and will not be
paid for more than one month in advance; there is no existing default by reason
of some act or omission by Landlord; and such other matters as may be reasonably
required by Landlord or Landlord's mortgagee.
34. SUCCESSORS: This Lease shall be binding upon and inure to the benefit
of Landlord and Tenant and their respective heirs, personal representatives,
successors and assigns. It is hereby covenanted and agreed that should
Landlord's interest in the Leased Premises cease to exist for any reason during
the term of the Lease, then notwithstanding the happening of such event this
Lease shall nevertheless remain unimpaired and in full force and effect and
Tenant hereunder agrees to attorn to the then owner of the Leased Premises.
35. REAL ESTATE COMMISSION: Tenant represents and warrants that it has
dealt with no broker, agent, or other person in connection with this transaction
and that no other broker, agent, or other person brought about this transaction
other than The Weitzman Group and JSC Realty Services, Inc.; and Tenant agrees
-----------------------------------------------to indemnify and hold Landlord harmless from and against any claims by any other
broker, agent, or other person claiming a commission or other form of
compensation by virtue of having dealt with Tenant with regard to this leasing
transaction. The provisions of this paragraph shall survive the termination of
this Lease.
36. EXPANSION: If during the term of this Lease, Tenant occupies, under a
new written Lease with Landlord, space of a size substantially larger than the
present Leased Premises within any development owned by Landlord, this Lease
shall be terminated upon execution of the Lease for such substitute space.
Notwithstanding the above-stated, Tenant shall remain obligated to pay for any
Rents or other sums due Landlord as a result of Tenant's tenancy hereunder, and
such obligation shall survive the termination of this Lease pursuant to this
Paragraph 36.
37. MECHANIC'S LIENS: Tenant shall have no authority, express or implied,
to create or place any lien or encumbrance of any kind or nature whatsoever
upon, or in any manner to bind, the interest of Landlord in the Leased Premises
or to charge the Rentals payable hereunder for any claim in favor of any person
dealing with Tenant, including those who may furnish materials or perform Labor
for any construction or repairs. Each such claim shall affect and each such lien
shall attach to, if at all, only the leasehold interest granted to Tenant by
this Lease. Tenant covenants and agrees that it will pay or cause to be paid all
sums legally due and payable by it on account of any labor performed or
materials furnished in connection with any work performed on the Leased Premises
on which any lien is or can be validly and legally asserted against its
leasehold interest in the Leased Premises or the improvements thereon. Tenant
further agrees to save and hold Landlord harmless from any and all loss, cost,
or expense based on or arising out of asserted claims or liens against the
leasehold estate or against the right, title and interest of the Landlord in the
Leased Premises or under the terms of this Lease. Under no circumstances shall
Tenant be or hold itself out to be the agent or representative of Landlord with
respect to any alteration of the Leased Premises whether or not consented to or
approved by Landlord hereunder.
38. ENTIRE AGREEMENT, AND LIMITATION OF WARRANTIES: It is expressly agreed
by Tenant, as a material consideration for the execution of this Lease, that
this Lease is the entire agreement of the parties and that there are and were no
verbal representations, warranties, understandings, stipulations, agreements, or
promises pertaining to this Lease not incorporated in this Lease. Landlord and
Tenant expressly agree that there are and shall be no implied warranties of
merchantability or fitness or of any other kind
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arising out of this Lease and that Tenant's acceptance of the Leased Premises
shall be "as is". It is likewise agreed that this Lease may not be altered,
waived, amended, or extended except by an instrument in writing signed by both
Landlord and Tenant. Not in limitation upon the foregoing, Landlord agrees that
to the extent assignable, all warranties, if any shall exist, from contractors
or suppliers with respect to the improvements to the Leased Premises hereunder
are hereby assigned to Tenant.
39. MISCELLANEOUS:
(a) Words of any gender used in this Lease shall be held and construed
to include any other gender; and words in the singular number shall be held to
include the plural, unless the context otherwise requires.
(b) Each party agrees to furnish to the other, promptly upon demand,
a corporate resolution, proof of due authorization by partners, or other
appropriate documentation evidencing the due authorization and power of such
party to enter into this Lease.
(c) The captions inserted in this Lease are for convenience only and
in no way define, limit, or otherwise describe the scope or intent of this Lease
or any provision hereof, or in any way affect the interpretation of this Lease.
(d) If any clause or provision of this Lease is illegal, invalid, or
unenforceable under present or future laws effective during the term of this
Lease, then and in that event, it is the intention of the parties hereto that
the remainder of this Lease shall not be affected thereby; and it is also the
intention of the parties to this Lease that in lieu of each clause or provision
of this Lease that is illegal, invalid, or unenforceable there be added as a
part of this Lease a clause as similar in terms to such illegal, invalid, or
unenforceable clause or provision as may be possible and be legal, valid and
enforceable.
(e) Because the Leased Premises are on the open market and are
presently being shown, this Lease shall be treated as an offer to lease only.
Unless and until this Lease is accepted by Landlord and Tenant in writing and a
fully executed copy delivered to both parties, this offer is subject to
withdrawal or non-acceptance by Landlord and the Leased Premises may be leased
to another party or used for another purpose by Landlord without notice.
(f) All references in this Lease to "the date hereof" or similar
references shall be deemed to refer to the last date, in point of time, on which
all parties hereto have executed this Lease.
(g) If the Commencement Date shall be determined under Paragraphs 4(b)
or (c) of this Lease, Landlord and Tenant shall enter into an agreement in
recordable form setting forth the Commencement Date and Termination Date of the
Lease term.
(h) In the event that Tenant shall fail to perform any duty or
obligation hereunder, whether maintenance, repair or replacement of the Leased
Premises, maintenance of insurance, or otherwise, then Landlord may, but shall
in no event be obligated to, without notice of any kind, take such actions as
Landlord deems necessary or appropriate to remedy such Tenant failure, and any
sums expended by Landlord and fair and just compensation for the time and effort
of Landlord shall be deemed additional Rental hereunder due and payable by
Tenant on demand.
(i) If Tenant shall fail to pay, when the same is due and payable, any
Rent, any additional Rent, or any other sum due hereunder, such unpaid amount
shall bear interest from the due date thereof to the date of payment at the
highest non-usurious rate permitted by applicable law.
(j) Landlord does not in any way or for any purpose become a partner
of Tenant in the conduct of its business or otherwise, nor a member of a joint
venture with Tenant.
(k) Tenant shall not record this Lease without the prior written
consent of Landlord. However, upon the request of either party hereto, the other
party shall join in the execution of a memorandum or so-called "short form" of
this Lease for the purposes of recordation.
(l) Time is of the essence in the performance of all the covenants,
conditions, and agreements contained in this Lease.
(m) Any duty, obligation, or debt and any right or remedy arising
hereunder and not otherwise consummated and/or extinguished by the express terms
hereof at or as of the time of termination of this Lease, whether at the end of
the term hereof or otherwise, shall survive such termination as continuing
duties, obligations, and debts of the obligated party to the other or continuing
rights and remedies of the benefitted party against the other.
(n) This Agreement may be executed in one or more counterparts, each
of which counterparts shall for all purposes be deemed to be an original; but

all such counterparts together shall constitute but one instrument.
(o) Attached hereto, marked Exhibit "A" through Exhibit "E", are
certain exhibits to this Lease all of which are hereby incorporated herein by
reference.
(p) Tenant shall be allowed early occupancy of the Leased Premises
upon the space being vacant and full Lease execution by Landlord and Tenant for
-------------------------the purpose of move in et up. All terms and conditions of the Lease shall be in
full force and effect upon Tenant taking occupancy with the exception of Base
rent. Base Rent shall begin on the Commencement Date as stated in Paragraph 4.
40. NOTICE:
(a) All Rent and other payments required to be made by Tenant shall be
payable to Landlord at the address set forth below or any other address Landlord
may specify from time to time by written notice delivered to Tenant.
(b) All payments, if any, required to be made by Landlord to Tenant
shall be payable to Tenant at the address set forth below or at any other
address within the United States as Tenant may specify from time to time by
written notice.
(c) Any notice or document required or permitted to be delivered by
this Lease shall be deemed to be delivered (whether or not actually received)
when deposited in the United States Mail, postage prepaid, certified mail, or
return receipt requested, addressed to the parties at the respective addresses
set out below or such other address as hereinafter specified by notice given in
accordance with this paragraph.
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LANDLORD:

TENANT:

Valley View Tech, Inc.

Monitronics International, Inc.

EXECUTED by Landlord and Tenant on the date below stated as their respective
Dates of Execution.
LANDLORD:

TENANT:

Valley View Tech, Inc.
c/o Madison Group
6116 North Central Expressway
Suite 901
Dallas, TX 75206-5130
214-739-2442

Monitronics International, Inc.
2300 Valley View Lane, Suite 210
Farmers Branch, TX

By: /s/ John Gourley
--------------------------------John Gourley

By: /s/ James R. Hull
-----------------------------------James R. Hull

Its: Vice President
Date: 4-24-00

Its: Chief Executive Officer
Date: 4/17/00
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EXHIBIT "A"
LEGAL DESCRIPTION
-----------------

PROPERTY
- -------BEING a tract of land situated in the Thomas Keenan Survey, Abstract No. 733, in
Dallas County, Texas and also being part of Block 2 of Valley View Addition,
Fourth Installment, and Addition to the City of Farmers Branch as recorded in
Volume 74187, Page 0415 of Deed Records of Dallas County, Texas, and being more
particularly described as follows:
BEGINNING at an iron pin for corner at the intersection of the North line of
Springlake Road ( a 60 foot Right-of-way); with the West line of Interstate
Highway 35-E (a variable width Right-of-way);
THENCE North 89 degrees, 48 minutes and 00 seconds West, 320.12 feet along the
said North line of Springlake Road to an iron pin for corner;
THENCE North 0 degrees, 30 minutes and 00 seconds East, 140.00 feet to an iron
pin for corner;

THENCE North 89 degrees, 48 minutes and 00 seconds West, 75.00 feet to an iron
pin for corner;
THENCE North 9 degrees, 58 minutes and 46 seconds West, 313.81 feet to an iron
pin for corner;
THENCE North 71 degrees, 46 minutes and 00 seconds East, 549.80 feet to an iron
pin for corner on the said West line of Interstate Highway 35-E, said point also
being in a curve to the right running in a Southerly direction and having a
central angle, of 6 degrees, 30 minutes and 10 seconds a radius of 937.93 feet
and a tangent bearing South 0 degrees, 49 minutes and 15 seconds West;
THENCE along said curve, and said West line of Interstate Highway 35-E, 106.45
feet to an iron pin for corner;
THENCE South 7 degrees, 19 minutes and 25 seconds West, 520.58 feet continuing
along the said West line of Interstate Highway 35-E to the POINT OF BEGINNING
AND CONTAINING 5.327 acres (232,026 square feet) of land.
Also known as Valley View Tech Center, III, a Resubdivision of Part of Block 2
Valley View Place Addition Fourth Installment, An addition to Farmers Branch,
Texas recorded in Volume 84192, Page 73, amended in Volume 84226, Page 2921, Map
Records, Dallas County, Texas.
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EXHIBIT "B"
LEASEHOLD IMPROVEMENTS
---------------------Leasehold Improvements: Beginning upon full lease execution and provided Tenant
is not in default of any term, condition or covenant in the Lease, Landlord will
provide a twenty two thousand and no/100 dollars ($22,000.00) construction
allowance for interior modifications to the Tenant's Leased Premises. Such
construction allowance will be based on floor plans approved in writing by
Landlord and Tenant. Tenant will provide Landlord receipts for the twenty two
thousand dollars no later than December 31, 2000, all at one time, along with
full lien waiver releases from each contractor on the job, and Landlord will
reimburse Tenant in one (1) lump sum payment within thirty (30) days upon
receipt of same.
Tenant is responsible for city building permits (as they may apply) and for
making application for a Certificate of Occupancy and paying all fees associated
with such application.
[MAP]
[MAP]
No warranty or representative, expressed or implied, is made as to the accuracy
of information contained herein and same is submitted subject to errors,
omissions, change of price or other conditions, or withdrawal without notice.
Dimensions shown on drawing are approximate. Purchaser should verify
measurements if and where room dimensions are critical.
12
EXHIBIT "C"
RENEWAL OPTION
-------------Provided that at the end of the primary term of this Lease, Tenant not being in
default of any term, condition or covenant contained in this Lease, Tenant (but
not any assignee or sublessee) shall have the right and option to renew this
Lease by written notice to Landlord (by registered mail, return receipt
requested) no later than one hundred eighty (180) days prior to the expiration
of the primary term, for the additional term of thirty-six (36) months, under
the same terms, conditions and covenants contained herein except:
1.

Tenant shall have no further renewal options unless expressly granted by
Landlord in writing; and

2.

The Base Rental for the Renewal term shall be equal to prevailing rental
rates for properties of equivalent quality, size, utility and location;
however, in no event is the Landlord obligated to renew lease for subject
space at less than a Base Rate of $9.00 p.s.f. with Tenant paying all
----pro-rata share of increases over the expense stop as set forth in Paragraph
#6 of the Lease.
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EXHIBIT "D"
RULES AND REGULATIONS
--------------------The following Rules and Regulations are prescribed by Landlord in
order to provide and maintain, to the best of Landlord's ability, orderly, clean
and desirable Leased Premises, building and parking facilities for the tenants
therein and to regulate conduct in and use of Leased Premises, the building and
parking facilities in such a manner as to minimize interference by others in the
proper use of Leased Premises by Tenant. In the following Rules and Regulations,
all references to Tenant include not only the Tenant, but, also, Tenant's
agents, servants, employees, invitees, licensees, visitors, assignees, and/or
sublessees:
1. Tenant shall not block or obstruct any of the entries, passages, doors,
hallways, or stairways of building or parking area, or place, empty, or throw
any rubbish, litter, trash, or material of any nature into such areas, or permit
such areas to be used at any time except for ingress or egress of Tenants.
2. Landlord will not be responsible for lost or stolen personal property,
equipment, money, or any article taken from the Leased Premises, building, or
parking facilities regardless of how or when loss occurs.
3. The plumbing facilities shall not be used for any other purpose than that for
which they are constructed, and no foreign substance of any kind shall be placed
therein, and the expense of any breakage, stoppage, or damage resulting from a
violation of this provision shall be borne by Tenant.
4. Tenant shall permit Landlord, during the six (6) months prior to the
termination of this lease to show Leased Premises during business or
non-business hours to prospective lessees and to advertise Leased Premises for
rent.
5. Any additional keys required by Tenant during the term of this lease shall be
requested from Landlord and shall be paid for by Tenant upon delivery of keys to
premises. In the event new locks are requested by Tenant, then all costs
associated with such request (including hardware, installation and keys) shall
be paid by Tenant.
6. The common parking facilities are available for use by any and all Tenants.
Landlord reserves the right to assign or allocate parking in the event of
conflicts, abuse or improper use of these common parking facilities. It is
generally understood that any Tenant should utilize only those parking spaces
immediately adjacent to that Tenant's specific Leased Premises. Tenant
-----acknowledges that its pro rata share of the parking is 20 unreserved parking
- ---------------------------------------------------------------------------spaces (ten (10) parking spaces in the front of the Leased Premises and ten (10)
- -------------------------------------------------------------------------------parking spaces in the rear of the Leased Premises). Tenant agrees not to violate
- ------------------------------------------------------------------------------its' pro rata share of the parking.
- ----------------------------------Proper use of the common parking facilities is deemed to be that use
which is occasioned by the normal in and out traffic required by the Tenant, in
the normal course of the Tenant's business operations.
Vehicles that are abandoned, disabled, have expired registration
stickers, obstructing any means of ingress or egress to any Leased Premises, or
in any way a general nuisance or hazard are subject to removal, without notice
by Landlord's designated wrecker and towing service. All costs associated with
such removal shall be at the Tenant's/Vehicle Owner's expense.
7. Tenant shall not use the building, Leased Premises, or parking facilities for
housing, lodging, or sleeping purposes without express consent of Landlord in
writing.
8. No birds or animals shall be brought into or kept in or about the Premises or
any other part of the Building.
9. No sign, placard, picture, advertisement, name or notice shall be inscribed,
displayed or printed or affixed on or to any part of the outside of the Building
without the written consent of Landlord. Landlord shall have the right to remove
any such sign, placard, picture, advertisement, name or notice without notice
to, and at the expense of Tenant.
Tenant shall not place anything, or allow anything to be placed, near
the glass of any window, door, partition, or wall which may appear unsightly
from outside the Leased Premises; Tenant shall not, without prior written
consent of Landlord, cause or otherwise sunscreen any window.

10. Tenant shall not use or keep in the Leased Premises or in the Building, any
kerosene, gasoline or inflammable or combustible fluid or material, or use any
method of heating or air conditioning other than that supplied by Landlord.
11. Tenant shall not use, keep or permit to be used or kept, any foul or noxious
gas or substance in the Leased Premises, or permit or suffer the Leased Premises
to be occupied or used in a manner offensive or objectionable to the Landlord or
other occupant of the Building by reason of notice, odors, and/or vibrations, or
interfere in any way with other tenants or those having business therein, nor
shall any animals or birds brought in or kept in or about the Leased Premises or
the Building.
12. The following acts shall not be allowed or suffered to be done or conditions
to exist upon the Leased Premises or any part thereof:
a.

Any violation of any federal, state, or municipal statute or
ordinance or any regulation, order, or directive, of a
governmental agency, as such statutes, ordinances, regulation,
orders, or directives now exist or may hereafter provide,
concerning the use and safety of the Leased Premises.

b.

Any violation of any certificate of occupancy covering or
affecting the use of the Leased Premises or any part hereof.

c.

Any public or private nuisance.

d.

The display or distribution of drug paraphernalia, or sexual
paraphernalia, except as the same may be legally dispensed by a
physician or surgeon, dentist or pharmacist, duly licensed to
practice such profession.

e.

The sale or dispensing of alcoholic beverages, except as the same
may be incidental to the permitted use of the Leased Premises, as
provided in the Lease Agreement.

f.

The sale or dispensing of alcoholic beverages on all other
portions of the real property conveyed hereunder, except as the
same shall be only incidental to any business, including
restaurants, hotels or delicatessens which may be hereafter
located on said other portions of the real property hereby
conveyed.

g.

The showing, displaying, viewing, renting or selling of movie
films which would be classified rated as "X-rated" under present
standards or criteria for such classification and rating; and
provided, that insofar as movie films, whether present or future
are shown, displayed, viewed, rented, or sold upon the said real
property, preference shall be given to those films which meet the
standards and criteria presently existing for classification and
rating as "G rated" or "PG rated".

h.

Gambling.

i.

The establishment or maintenance of a bawdy house, bar, nightclub
or tavern.

j.

Any other act or condition which shall be lewd, obscene or
licentious.
EXHIBIT "E"

HAZARDOUS SUBSTANCES, TENANT'S COMPLIANCE WITH APPLICABLE REQUIREMENTS
---------------------------------------------------------------------AND COMPLIANCE WITH LAW
----------------------1.0 Hazardous Substances
(a) Reportable Uses Require Consent. The term "Hazardous Substance" as
used in this Lease shall mean any product, substance, chemical, material or
waste whose presence, nature, quantity and/or intensity of existence, use,
manufacture, disposal, transportation, spill, release or effect, either by
itself or in combination with other materials expected to be on the Leased
Premises, is either; (i) potentially injurious to the public health, safety or
welfare, the environment, or the Leased Premises; (ii) regulated or monitored by
any governmental authority; or (iii) a basis for potential liability of Landlord
to any governmental agency or third party under any applicable statute or common
law theory. Hazardous substance shall include, but not be limited to,
hydrocarbons, petroleum, gasoline, crude oil or any products or by products
thereof, Tenant shall not engage in any activity in or about the Leased Premises
which constitutes a Reportable Use (as hereinafter defined) of Hazardous
Substances without the express prior written consent of Landlord and compliance
in a timely manner (at Tenant's sole cost and expense) with all Applicable

Requirements (as defined in Paragraph 2.0). "Reportable Use" shall mean (i) the
installation or use of any above or below ground storage tank, (ii) the
generation, possession, storage, use, transportation, or disposal of Hazardous
Substance that requires a permit from, or with respect to which a report,
notice, registration or business plan is required to be filed with any
governmental authority, and (iii) the presence in, on or about the Leased
Premises of a Hazardous Substance with respect to which any Applicable Laws
require that a notice be given to persons entering or occupying the Leased
Premises or neighboring properties. Notwithstanding the foregoing, Tenant may,
without Landlord's prior consent, but upon notice to Landlord and in compliance
with all Applicable Requirements, use any ordinary and customary materials
reasonably required to be used by Tenant in the normal course of the permitted
use (as specified in paragraph 11), so long as such use is not a Reportable Use
and does not expose the Leased Premises or neighboring properties to any
meaningful risk of contamination or damage or expose Landlord to any liability
therefor. In addition, Landlord may (but without any obligation to do so)
condition its consent to any Reportable Use of any Hazardous Substance by Tenant
upon Tenant's giving Landlord such additional assurances as Landlord, in its
reasonable discretion, deems necessary to protect itself, the public, the Leased
Premises and the environment against damage, contamination or injury and/or
liability therefor, including but no limited to the installation (and, at
Landlord's option, removal on or before Lease expiration or earlier termination)
of reasonably necessary protective modifications to the Leased Premises (such as
concrete encasements) and/or the deposit of an additional Security Deposit under
Paragraph 5 hereof.
(b) Duty to inform Lessor, if Tenant knows or had reasonable cause to
believe, that a Hazardous Substance has come to be located in, on, under or
about the Leased Premises or the Building, other than as previously consented to
by Landlord, Tenant shall immediately give Landlord written notice thereof,
together with a copy of any statement, report, notice, registration, application
permit, business plan, license, claim, action or proceeding given to or received
from, any governmental authority or private party concerning the presence,
spill, release, discharge of, or exposure to, such Hazardous Substance including
but not limited to all such documents as may be involved in any Reportable Use
involving the Leased Premises, Tenant shall not cause or permit any Hazardous
Substance to be spilled or released in, on, or under or about the Leased
Premises (including, without limitation, through the plumbing or sanitary sewer
system).
(c) Indemnification. Tenant shall indemnify, protect, defend and hold
Landlord, its agents, employees, lenders and ground Landlord, if any and the
Leased Premises, harmless from and against any and all damages, liabilities,
judgements, costs claims, liens, expenses, penalties, loss of permits and
attorneys' and consultants' fees arising out of or involving any Hazardous
Substance brought onto the Leased Premises by or for Tenant or by anyone under
Tenant's control. Tenant's obligations under this Paragraph 1.0(c) shall
include, but not be limited to, the effects of any contamination or injury to
person, property or the environment created or suffered by Tenant, and the cost
of investigation (including consultant's and attorneys' fees and testing),
removal, remediation, restoration and/or abatement thereof, or of any
contamination therein involved and shall survive the expiration or earlier
termination of this Lease. No termination, cancellation or release agreement
entered into by Landlord and Tenant shall release Tenant from its obligations
under this Lease with respect to Hazardous Substances, unless specifically so
agreed by Landlord in writing at the time of such agreement.
2.0 Tenants' Compliance with Requirements. Tenant shall, at Tenant's sole cost
and expense, fully, diligently and in a timely manner, comply with all
"Applicable Requirements", which term is used in this Lease to mean all laws,
rules, regulations, ordinances, directives, covenants, easements and
restrictions of record, permits, the requirements of any applicable fire
insurance underwriter or rating bureau and the recommendations of Landlord's
engineers and/or consultants, relating in any manner to the manner to the Leased
Premises (including but not limited to matters pertaining to (i) industrial
hygiene, (ii) environmental conditions on, in, under or about the Leased
Premises, including soil and groundwater conditions and (iii) the use,
generation, manufacture, production, installation, maintenance, removal,
transportation, storage, spill or release of any Hazardous Substance), now in
effect or which may hereafter come into effect, Tenant shall, within five (5)
days after receipt of Landlord's written request, provide Landlord with copies
of all documents and information, including but not limited to permits,
registration, manifests, applications, reports and certificates, evidencing
Tenant's compliance with any Applicable Requirements specified by Landlord, and
shall immediately upon receipt, notify Landlord in writing (with copies of any
documents involved) of any threatened or actual claim, notice, citation,
warning, compliant or report pertaining to or involving failure by Tenant or the
Leased Premises to comply with any Applicable Requirements.
3.0 Inspection; Compliance with Law. Tenant, Landlord's agents, employees,
contractors and designated representative, and the holders of any mortgages,
deeds of trust or ground leases on the Leased Premises ("Lenders") shall have
the right to enter the Leased Premises at any time in the case of an emergency,
and otherwise at reasonable times, for the purpose of inspecting the condition
of the Leased Premises and for verifying compliance by Tenant with this Lease

and all Applicable Requirements (as defined in Paragraph 2.0) and Landlord shall
be entitled to employ experts and/or consultants in connection therewith to
advise Landlord with respect to Tenant's activities, including but not limited
to Tenant's installation, operation, use, monitoring, maintenance, or removal of
any Hazardous Substance on or from the Leased Premises. The costs and expenses
of any such inspections shall be paid by the party requesting same, unless a
Default or Breach of this Lease by the inspection is requested or ordered by a
governmental authority as the result of any such existing or imminent violation
or contamination, in such case, Tenant shall upon request reimburse Landlord or
Landlord's Lender, as the case may be, for the costs and expenses of such
inspections.
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Exhibit 10.40
Standard Commercial Lease Agreement
1986
COMMERCIAL LEASE AGREEMENT
THIS Lease AGREEMENT is entered into by:
1. LANDLORD: Valley View Tech, Inc. ("Landlord").
---------------------2. TENANT: Monitronics International, Inc. ("Tenant").
------------------------------3. LEASED PREMISES: In consideration of the rents, terms and covenants of
this Lease Agreement (the "Lease"), Landlord hereby leases to Tenant certain
premises (the "Leased Premises") containing approximately 9,434 square feet
----within the building or project known as Valley View Tech Center I, and located
------------------------at 2300 Valley View Lane Suite 230 on a certain tract of Land in Farmers Branch,
-------------------------------------------Dallas County, Texas. Such Land (which is described in the attached Exhibit A),
- -----together with the building(s), landscaping, parking and driveway areas,
sidewalks, and other improvements thereon shall be referred to in this Lease as
the "Project". In the case of a multi-building Project, the word "Building"
shall refer to the particular building in which the Leased Premises are located
and the tract of land upon which such building is located. In the case of a
single building Project the term "Building" as used herein shall be synonymous
with the term "Project". If the Leased Premises encompass an entire building,
then the term "Leased Premises" shall be synonymous with "Building". A fuller
description of the Leased Premises, including a floor plan thereof, is contained
in Exhibit B to be attached.
4. TERM:
(a) The term of this Lease shall be Sixty (60) months commencing on
------ -July 1, 1998 (the "Commencement Date") and terminating on the last day of June
- ---------2003 (the "Termination Date"). The Commencement Date may be subject to change,
-however, pursuant to Subparagraphs (b) and (c) below. However, any such change
in the Commencement Date shall have no effect upon the Termination Date.
(b) Tenant acknowledges that it has inspected and accepts the Leased
Premises in their present condition as suitable for Tenant's purposes. If this
Lease is executed before the Leased Premises become vacant or otherwise
available for occupancy, or if any present tenant or occupant of the Leased
Premises holds over and Landlord cannot acquire possession of the Leased
Premises prior to the Commencement Date stated above, Tenant agrees to accept
possession of the Leased Premises at such time as Landlord is able to tender the
same, which date shall then be the Commencement Date of the Lease term.
(c) (Intentionally Deleted)
(d) Tenant acknowledges that no representations or promises regarding
repairs, alterations, remodeling, or improvements to the Leased Premises have
been made by Landlord, its agents, employees, or other representatives, unless
such are expressly set forth in this Lease, and that Tenant is solely
responsible for applying for and obtaining a certificate of occupancy for the
Leased Premises. Tenant agrees that if its occupancy of the Leased Premises is
delayed under the circumstances described in Subparagraph (b) or (c) above, this
Lease shall nonetheless continue in full force and effect. However, any rental
amounts applicable to such period of delay shall be abated and such abatement
shall constitute full settlement of all claims by Tenant against Landlord by
reason of any such delay in possession of the Leased Premises. Tenant's taking
possession of the leased Premises shall conclusively establish that the
improvements, if any, to be made by Landlord under the terms of this Lease, have
been completed in accordance with the plans and specifications therefor and that
the Leased Premises are in good and satisfactory condition as of the date of
Tenant's possession, unless Tenant notifies Landlord in writing specifying any
defects within ten (10) days after taking possession. Landlord shall use
reasonable diligence to repair promptly such items but Tenant shall have no
claim for damages or rebate or abatement of rent by reason thereof. After the
Commencement Date and upon completion of any necessary repairs as provided
above, Tenant shall, upon demand, execute and deliver to Landlord a letter of
acceptance of the Leased Premises and acknowledgment of the date of the
Commencement Date.
5. BASE RENT AND SECURITY DEPOSIT:

(a) Tenant agrees to pay to Landlord as rent the sum of Three Hundred
------------Seventy Two Thousand One Hundred Eighty and 00/100 Dollars ($372,180,00) subject
- ----------------------------------------------------------to adjustment for early or delayed occupancy under the terms hereof. Such rent
shall be payable in monthly amounts of *See Below Dollars ($See Below) each, in
----------------advance, without demand deduction or offset (sometimes referred to in this Lease
as the "Base Rent" or "Base Rental"). Such rental amounts shall be due and
payable to Landlord in lawful money of the United States of America at the
address shown below. An amount equal to one monthly Base Rental payment shall be
due and payable on the date Tenant executes this Lease and such amount shall be
applied to the rent due for the first complete calendar month occurring after
the Commencement Date, provided that if the Commencement Date should be a date
other than the first day of a calendar month the rent for such partial month
shall be prorated. All succeeding installments of rent shall be due and payable
on or before the first day of each succeeding calendar month during the Lease
term. The amount of the Base Rent shall be adjusted as provided in Paragraph 6
below.
(b) On the date Tenant executes this Lease there shall be due and
payable by Tenant a security deposit in an amount equal to one monthly Base
Rental installment. Such deposit shall be held by Landlord (without any
* Monthly Base Rent Schedule
-------------------------July 1, 1998 - June 30, 2001
July 1, 2001 - June 30, 2003

@
@

$6,093.00 per month
$6,368.00 per month

1
obligation to pay interest thereon or segregate such monies from Landlord's
general funds) as security for the performance of Tenant's obligations under
this Lease. Tenant agrees to increase such security deposit from time to time so
that it is at all times equal to one monthly Base Rental installment, as
adjusted pursuant to Paragraph 6(a) below. Tenant shall deposit cash with
Landlord in an amount sufficient so to increase the security deposit within five
(5) days after written demand by Landlord. It is expressly understood that the
security deposit is not an advance payment of rental or a measure of Landlord's
damages in the event of Tenant's default under this Lease. Upon the occurrence
of any event of default by Tenant or breach by Tenant of its covenants under
this Lease, Landlord may, from time to time, without prejudice to any other
remedy provided herein or provided by law, use, apply, or retain all or part of
the security deposit for the payment of any rent or other sum in default, or for
the payment of any other amount which Landlord may spend or become obligated to
spend by reason of Tenant's default, or for payment of any other amount which
Landlord may spend or become obligated to spend by reason of Tenant default or
breach, or to compensate Landlord for any damage, injury, expense or liability
caused to Landlord by such default or breach. If any portion of the security
deposit is so used or applied, Tenant shall, within five (5) days after written
demand therefor, deposit cash with Landlord in an amount sufficient to restore
the security deposit to the amount required by this Paragraph. Tenant's failure
to do so shall be a default under this Lease. The balance of the security
deposit shall be returned by Landlord to Tenant at such time after termination
of this Lease that all of Tenant's obligations have been fulfilled.
(c) Other remedies for nonpayment of Rent notwithstanding, if the
monthly Base Rental payment is not received by Landlord on or before the tenth
(10th) day of the month for which such rent is due, or if any other payment due
Landlord by Tenant hereunder (such sums being deemed to be additional Rent) is
not received by Landlord on or before the tenth (10th) day of the month next
following the month in which Tenant was invoiced, a service charge of five
percent (5%) of such past due amount shall be additionally due and payable by
Tenant. Such service charge shall be cumulative of any other remedies Landlord
may have for nonpayment of Rent and other sums payable under this Lease.
(d) If three (3) consecutive monthly Rental payments or any five (5)
monthly Rental payments during the Lease term (or any renewal or extension
thereof) are not received by Landlord on or before the tenth (10th) day of the
month for which such Rent was due, the Base Rent hereunder shall automatically
become due and payable by Tenant in advance in quarterly installments equal to
three (3) months' Base Rent each. The first of such quarterly Base Rent payments
shall be due and payable on the first day of the next succeeding calendar month
and on the first day of every third (3rd) calendar month thereafter. This remedy
shall be cumulative of any other remedies of Landlord under this Lease for
nonpayment of Rent.
6. ADDITIONAL RENT:
(a) Taxes, Insurance and Common Area Maintenance
(1) In the event the "Tax, Insurance and Common Area Maintenance
Expenses" (as defined below) of the Building shall in any calendar year during
the term of this Lease exceed the sum of $Base Year 1998 per square foot, then

-------------with respect to such excess (the "Tax, Insurance and Common Area Maintenance
Differential"), Tenant agrees to pay as additional rental Tenant's pro rata
share of the Tax, Insurance and Common Area Maintenance Differential within ten
(10) days following receipt of an invoice from Landlord stating the amount due.
The pro rata share to be paid by Tenant is Sixteen and Thirty Two Hundredths
--------------------------------percent (16.32%) subject, however, to adjustment for any expansion of the Leased
----Premises. In the case of a multi-building Project, if such Tax, Insurance and
Common Area Maintenance Expenses are not separately assessed to the Building but
are assessed against the Project as a whole, Landlord shall determine the
portion of such Tax, Insurance and Common Area Maintenance Expenses allocable to
the Building in which the Leased Premises are located.
(2) At or prior to the commencement of this Lease and at any time
during the Lease term, Landlord may deliver to Tenant a written estimate of any
additional rent applicable to the Leased Premises (based on the pro rata share
stated above) which may be anticipated for excess Tax, Insurance and Common
Area Maintenance Expenses during the calendar year in which this Lease commences
or for any succeeding calendar year, as the case may be. Based upon such written
estimate, the monthly Base Rental shall be increased by one-twelfth (1/12) of
the estimated additional rent.
(3) Statements showing the actual Tax and Insurance Expenses (as
well as the actual Common Area Maintenance Expenses, as defined in Paragraph
6(b) below) and Tenant's proportionate share thereof (hereinafter referred to as
the "Statement of Actual Adjustment") shall be delivered by Landlord to Tenant
after any calendar year in which additional rental was paid or due by Tenant.
Within ten (10) days after the delivery by Landlord to Tenant of such Statement
of Actual Adjustment, Tenant shall pay Landlord the amount of any additional
rental shown on such statement as being due and unpaid. If such Statement of
Actual Adjustment shows that Tenant has paid more than the amount of additional
rental actually due from Tenant for the preceding calendar year and if Tenant is
not then in default under this Lease, Landlord shall credit the amount of such
excess to the next Base Rental installment due from Tenant.
(4) "Tax and Insurance Expenses" shall mean: (i) all ad valorem,
rental, sales, use, and other taxes (other than Landlord's income taxes),
special assessments, and other governmental charges, and all assessments due to
deed restrictions and/or owner's associations which accrue against the Building
during the term of this Lease; and (ii) all insurance premiums paid by Landlord
with respect to the Building including, without Limitation, public liability,
casualty, rental, and property damage insurance.
(b) Common Area Maintenance
(1) "Common Area Maintenance Expenses" shall mean all expenses
(other than the Tax and Insurance Expenses described above) incurred by Landlord
for the maintenance, repair, and operation of the Building, (excluding only
structural soundness of the roof, foundation and exterior walls) including, but
not limited to, management fees, utility expenses (if not separately metered),
maintenance and repair costs, sewer, landscaping, trash and security costs (if
furnished by Landlord), wages and fringe benefits payable to employees of
Landlord whose duties are connected with the operation and maintenance of the
Building, amounts paid to contractors or subcontractors for work or services
performed in connection with the operation and maintenance of the Building, all
services, supplies, repairs, replacements or other expenses for maintaining,
repairing, and operating the Building, including without limitation common areas
and parking areas and roof, exterior wall and foundation work that is not
related to structural soundness.
(2) The term "Common Area Maintenance Expenses" does not include
the cost of any capital improvement to the Building other than the reasonably
amortized cost of capital improvements which result in the reduction of
Insurance Expenses or Common Area Maintenance Expenses. Further, the term
"Common Area Maintenance Expenses" shall not include repair, restoration or
other work occasioned by fire, windstorm or other casualty with respect to which
Landlord actually receives insurance proceeds, income and franchise taxes of
Landlord, expenses incurred in leasing to or procuring of tenants, leasing
commissions, advertising expenses, expenses for the renovating of space for new
tenants, interest or principal payments on any mortgage or other indebtedness of
Landlord, compensation paid to any employee of Landlord above the grade of
building superintendent, or depreciation allowance or expense.
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(c) If the Commencement Date of this Lease is a day other than the
first day of a month, or if the Termination Date is a day other than the last
day of a month, the amount shown as due by Tenant on the Statement of Actual
Adjustment shall reflect a proration based on the ratio that the number of days
this Lease was in effect during such month bears to the actual number of days in
said month.

(d) The failure of Landlord to exercise its rights hereunder to
estimate expenses and require payment of same as additional rental shall not
constitute a waiver of such rights which rights may be exercised from time to
time at Landlord's discretion.
(e) If the nature of Tenant's business or use of the Leased Premises
is such that additional costs are incurred by Landlord for cleaning, sanitation,
trash collection or disposal services, Tenant agrees to pay as additional rental
to Landlord the amount of such additional costs upon demand.
7. TENANT REPAIRS AND MAINTENANCE:
(a) Tenant shall maintain all parts of the Leased Premises and their
appurtenances (except those for which Landlord is expressly responsible under
this Lease) in good, clean and sanitary condition at its own expense. Tenant
shall promptly make all necessary repairs and replacements to the Leased
Premises, including but not limited to, electric light lamps or tubes, windows,
glass and plate glass, interior and exterior doors, any special office entry,
interior walls and finish work, floors and floor coverings, (Intentionally
Deleted) heating and air conditioning systems, dock boards, truck doors, dock
bumpers, plumbing work and fixtures other than common building sewage lines.
Tenant shall be obligated to repair wind damage to glass caused by events other
than hurricanes or tornadoes. Otherwise, however, Tenant shall not be obligated
to repair any damage caused by fire, hurricane, tornado or other casualty
covered by the insurance maintained by Landlord.
(b) Tenant shall not damage or disturb the integrity, structural
soundness, or support of any wall, roof, or foundation of the Leased Premises.
Any damage to these walls caused by Tenant or its employees, agents or invitees
shall be promptly repaired by Tenant at its sole cost and expense.
(c) Landlord shall have the right to coordinate any repairs and other
maintenance of any rail tracks serving or to serve the Project, and if Tenant
uses such rail tracks, Tenant shall reimburse Landlord from time to time upon
demand for a share of the cost of such repairs and maintenance and any other
sums specified in any agreement to which Landlord is a party respecting such
tracks. Tenant's share of such costs shall be additional rent and shall reflect
a proration based on the ratio that the space contained in the Leased Premises
bears to the entire space occupied by rail users in the Project.
(d) Tenant shall, at its own cost and expense, enter into a regularly
scheduled preventive maintenance/service contract with a maintenance contractor
for servicing all heating and air conditioning systems and equipment within the
Leased Premises. The maintenance contractor and the contract must be approved by
Landlord. The service contract must include all services suggested by the
equipment manufacturer within the operation/maintenance manual and must become
effective (and a copy delivered to Landlord) within thirty (30) days of the date
Tenant takes possession of the Leased Premises. If Tenant fails to enter into
such service contract as required, Landlord shall have the right to do so on
Tenant's behalf and Tenant agrees to pay Landlord the cost and expense of same
upon demand.
(e) Tenant shall pay all charges for pest control and extermination
within the Leased Premises.
(f) At the termination of this Lease, Tenant shall deliver the Leased
Premises "broom clean" to Landlord in the same good order and condition as
existed at the Commencement Date of this Lease, ordinary wear, natural
deterioration beyond the control of Tenant, damage by fire, tornado or other
casualty excepted.
(g) Not in limitation on the foregoing, it is expressly understood
that Tenant shall repair and pay for all damage caused by the negligence of
Tenant, Tenant's employees, agents or invitees, or caused by Tenant's default
hereunder. All requests for repairs or maintenance that are the responsibility
of Landlord under this Lease must be made in writing to Landlord at the address
set forth below.
8. LANDLORD'S REPAIRS: Landlord shall be responsible, at its expense, only
for the structural soundness of the roof, foundation and exterior walls of the
Building. Any repair to the roof, foundation or exterior walls occasioned by the
act or omission of Tenant, or its agents, employees, guests or invitees shall be
the responsibility of Tenant. The term "walls" as used in this Paragraph 8 shall
not include windows, glass or plate glass, interior doors, special store fronts,
office entries or exterior doors. Landlord's liability with respect to any
defects, repairs or maintenance for which Landlord is responsible at its expense
under this Lease shall be limited to the cost of such repairs or maintenance or
the curing of such defect. As expenses included in Common Area Maintenance
Expenses, Landlord will be responsible for landscaping and maintenance of common
areas and parking areas, exterior painting, and common sewage line plumbing.
Tenant shall immediately give Landlord written notice of defects or need for
repairs, after which Landlord shall have a reasonable opportunity to repair same
or cure such defect. Landlord shall not be required to perform any covenant or
obligation of this Lease, or be liable in damages to Tenant, so long as the
performance or non-performance of the covenant or obligation is delayed, caused

by, or prevented by an act of God or force majeure. An "act of God" or "force
majeure" is defined for purposes of this Lease as strikes, lockouts, sit-downs,
material or labor restrictions by any governmental authority, riots, floods,
washouts, explosions, earthquakes, fire, storms, acts of the public enemy, wars,
insurrections and any other similar cause not reasonably within the control of
Landlord, and which by the exercise of due diligence Landlord is unable, wholly
or in part, to prevent or overcome.
9. UTILITY SERVICE: Tenant shall pay the cost of all utility services,
including, but not limited to, initial connection charges and all charges for
gas, water, and electricity used on the Leased Premises. If the Leased Premises
are separately metered, Tenant shall pay such costs directly to the appropriate
utility company. Otherwise, Tenant shall pay such costs pursuant to Paragraph
6(b) above. Tenant shall pay all costs caused by Tenant introducing excessive
pollutants into the sanitary sewer system, including permits, fees and charges
levied by any governmental subdivision for any pollutants or solids other than
ordinary human waste. If Tenant can be clearly identified as being responsible
for obstructions or stoppage of the common sanitary sewage line, the Tenant
shall pay the entire cost thereof, upon demand, as additional rent. Tenant shall
be responsible for the installation and maintenance of any dilution tanks,
holding tanks, settling tanks, sewer sampling devices, sand traps, grease traps
or similar devices which may be required by the appropriate governmental
subdivision for Tenant's use of the sanitary sewer system. Tenant shall also pay
all surcharges (i.e. charges in excess of normal charges) levied due to Tenant's
abnormal use of sanitary sewer or waste removal services so that no such
surcharges shall affect Landlord or other tenants in the Project under Paragraph
6(b) above.
10. SIGNS: No sign, door plaques, advertisement, or notice shall be
displayed, painted or affixed by Tenant on any part of the Project or Building,
parking facilities, or Leased Premises without prior written consent of
Landlord. The color, size, character, style, material, and placement shall be
approved by Landlord, and subject to any applicable governmental laws,
ordinances, regulations, project specifications, and other requirements. Sign on
doors and entrances to the Leased Premises, if approved by Landlord, shall be
placed thereon by a contractor approved by Landlord and paid for by Tenant.
Tenant shall remove all such signs at the
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termination of this lease. Such installations and removals shall be made in such
manner as to avoid injury or defacement of the Project and other improvements,
and Tenant, at its sole expense, shall repair any injury or defacement,
including, without limitation, any discoloration caused by such installation
and/or removal.
11. USAGE: Tenant warrants and represents to Landlord that the Leased
Premises shall be used and occupied only for the purpose of general office
-------------/distribution and wholesale of security alarms and related products. Any change
- ------------------------------------------------------------------in the stated usage purposes or in the scope or extent of such usage as
previously described to Landlord by Tenant shall be subject to the prior written
approval of Landlord. Tenant shall occupy the Leased Premises, conduct its
business and control its agents, employees, invitees and visitors in a lawful
and reputable way and as not to create any nuisance or otherwise interfere with,
annoy or disturb any other tenant in its normal business operations or Landlord
in its management of the project. Tenant shall not commit, or allow to be
committed, any waste on the Leased Premises.
12. INSURANCE:
(a) Tenant shall not permit the Leased Premises to be used in any way
which would, in the opinion of Landlord, be hazardous or which would in any way
increase the cost of or render void the fire insurance on improvements or
contents in the Project belonging to Landlord or other tenants. If at any time
during the term of this Lease the State Board of Insurance or other insurance
authority disallows any of Landlord's sprinkler credits or imposes an additional
penalty or surcharge in Landlord's insurance premiums because of Tenant's
original or subsequent placement or use of storage racks or bins, method of
storage, or nature of Tenant's inventory or any other act of Tenant, Tenant
agrees to pay as additional rental the increase in Landlord's insurance
premiums. If an increase in the fire and extended coverage premiums paid by
Landlord for the Building in which Tenant occupies space is caused by Tenant's
use or occupancy of the Leased Premises; or if Tenant vacates the Leased
Premises and causes an increase, then Tenant shall pay as additional rental the
amount of such increase to Landlord.
(b) Tenant shall procure and maintain throughout the term of this
Lease a policy or policies of insurance, at its sole cost and expense, insuring
both Landlord and Tenant against all claims, demands or actions arising out of
or in connection with: (i) the Leased Premises; (ii) the condition of the Leased
Premises; (iii) Tenant's operations in and maintenance and use of the Leased
Premises; and (iv) Tenant's liability assumed under this Lease. The limits of

such policy or policies shall be not less than one million dollars ($1,000,000)
combined single limit coverage per occurrence for injury to persons (including
death) and/or property damage or destruction, including loss of use. All such
policies shall be procured by Tenant from responsible insurance companies
satisfactory to Landlord. Certified copies of such policies, together with
receipts for payment of premiums, shall be delivered to Landlord prior to the
Commencement Date of this Lease. Not less than fifteen (15) days prior to the
expiration date of any such policies, certified copies of renewal policies and
evidence of the payment of renewal premiums shall be delivered to Landlord. All
such original and renewal policies shall provide for at least thirty (30) days
written notice to Landlord before such policy may be cancelled or changed to
reduce insurance coverage provided thereby. Upon request of Landlord, Tenant
further agrees to complete and return to Landlord an insurance questionnaire
(such form to be provided by Landlord) regarding Tenant's insurance coverage and
intended use of the Leased Premises. Tenant warrants and represents that all
information contained in such questionnaire shall be true and correct as of the
date thereof and shall be updated by Tenant from time to time upon Landlord's
request.
13. RELOCATION: Upon request by Landlord during the term of this Lease,
Tenant agrees to relocate to other space in the Building and/or Project
designated by Landlord, provided such other space is as large or larger than the
Leased Premises and has at least the same number of windows. Landlord shall pay
all out-of-pocket expenses of any such relocation, including the expenses of
moving and reconstructing all Tenant furnished and Landlord furnished
improvements. In the event of such relocation, this Lease shall continue in full
force and effect without any change in its terms other than substitution of the
new description of the Leased Premises for the original description set forth in
Paragraph 3 of this Lease.
14. COMPLIANCE WITH LAWS, RULES AND REGULATIONS: Tenant shall comply with
all applicable laws, ordinances, orders, rules and regulations of state,
federal, municipal, or other agencies or bodies relating to the use, condition
and occupancy of, and business conducted on, the Leased Premises, including
without limitation, the Resource Conservation and Recovery Act, the
Comprehensive Environmental Response Act, and the rules, regulations and
directives of the U.S. Environmental Protection Agency. Tenant shall also comply
with the rules of the Project which may hereafter be adopted by Landlord.
Landlord shall have the right at all times to change the rules and regulations
of the Project or to amend them in any reasonable manner as may be deemed
advisable for the safety, care, cleanliness, and good order of the Project and
Leased Premises. All rules and regulations of the Project and any changes or
amendments thereto will be sent by Landlord to Tenant in writing and shall
thereafter be carried out and observed by Tenant.
15. ASSIGNMENT AND SUBLETTING: The Tenant agrees not to assign, transfer,
or mortgage this Lease or any right or interest therein, or sublet the Leased
Premises or any part thereof, without the prior written consent of Landlord. No
assignment or subletting made with the consent of Landlord shall relieve Tenant
of its obligations hereunder, and Tenant shall continue to be liable as a
principal (and not as a guarantor or surety) to the same extent as though no
assignment or sublease had been made. Consent by Landlord to an assignment or
sublease shall not be construed to be consent to any additional assignment or
subletting. Each such successive act shall require similar consent of Landlord.
Landlord shall be reimbursed by Tenant for any costs or expenses incurred as a
result of Tenant's request for consent to any such assignment or subletting. In
the event Tenant subleases the Leased Premises, or any portion thereof, or
assigns this Lease with the consent of the Landlord at an annual Base Rental
exceeding that stated herein, such excess shall be paid by Tenant to Landlord as
additional rental hereunder within ten (10) days after receipt by Tenant. Upon
the occurrence of an "event of default" as defined below, if all or any part of
the Leased Premises are then assigned or sublet, Landlord may, in addition to
any other remedies provided by this Lease or provided by law, collect directly
from the assignee or subtenant all rents due to Tenant. Landlord shall have a
security interest in all properties on the Leased Premises to secure payment of
such sums. Any collection directly by Landlord from the assignee or subtenant
shall not be construed, however, to constitute a novation or release of Tenant
from the further performance of its obligations under this Lease.
Notwithstanding the foregoing, it is expressly agreed that if this Lease is
assigned to any person or entity pursuant to the provisions of the Bankruptcy
Code, 11 U.S.C. (S) 101 et esp. (the "Bankruptcy Code"), any and all monies or
other considerations payable or otherwise to be delivered in connection with
such assignment shall be paid or delivered to Landlord, shall be and remain the
exclusive property of Landlord and shall not constitute property of Tenant or of
the estate of Tenant within the meaning of the Bankruptcy Code. Any and all
monies or other considerations constituting Landlord's property under the
preceding sentence not paid or delivered to Landlord shall be held in trust for
the benefit of Landlord and be promptly paid or delivered to Landlord. Any
person or entity to which this Lease is assigned pursuant to the provisions of
the Bankruptcy Code shall be deemed without further act or deed to have assumed
all of the obligations arising under this Lease on and after the date of such
assignment. Any such assignee shall upon demand execute and deliver to Landlord
an instrument confirming such assumption.
16. ALTERATIONS AND IMPROVEMENTS:
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(a) Tenant shall not make or perform, or permit the making or
performance of, any initial or subsequent tenant finish work or any alterations,
installations, decorations, improvements, additions or other physical changes in
or about the Leased Premises (referred to collectively as "Alterations") without
Landlord's prior consent. Landlord agrees not to withhold its consent
unreasonably to any nonstructural Alterations proposed to be made by Tenant to
adapt the Leased Premises for Tenant's business purposes. Notwithstanding the
foregoing provisions or Landlord's consent to any Alterations, all Alterations
shall be made and performed in conformity with and subject to the following
provisions: All Alterations shall be made and performed at Tenant's sole cost
and expense and at such time and in such manner as Landlord may from time to
time reasonably designate. Alterations shall be made only by contractors or
mechanics approved by Landlord, such approval not to be unreasonably withheld.
No Alteration shall affect any part of the Building other than the Leased
Premises or adversely affect any service required to be furnished by Landlord to
Tenant or to any other tenant or occupant of the Building or reduce the value of
the Building. No alteration shall affect the outside appearance of the Building.
Tenant shall submit to Landlord detailed plans and specifications (including
layout, architectural, mechanical and structural drawings) for each proposed
Alteration and shall not commence any such Alteration without first obtaining
Landlord's written approval of such plans and specifications. Prior to the
commencement of each proposed Alteration, Tenant shall furnish to Landlord
duplicate original policies of worker's compensation insurance covering all
persons to be employed in connection with such Alterations, including those to
be employed by all contractors and subcontractors and comprehensive public
liability insurance (including property damage coverage) in which Landlord, its
agents, and any lessor under any ground or underlying lease, and any mortgagee
of the Building shall be named as parties insured, which policies shall be
issued by companies, and shall be in form and amounts, satisfactory to Landlord
and shall be maintained by Tenant until the completion of such Alteration. If
Landlord shall require Tenant to assure payment of all costs of such
alterations, prior to commencement of any approved Alteration, Tenant shall
cause to be issued and delivered to Landlord an irrevocable documentary letter
of credit or payment bond in the full amount of the cost of the said approved
Alterations issued by a substantial banking institution reasonably acceptable to
Landlord payable in whole or in part, from time to time to the order of Landlord
upon written demand accompanied by Landlord's certification that Tenant has
defaulted with respect to the obligation secured thereby. The term of the letter
of credit shall be from date of issuance through ninety (90) days after
completion of construction of the approved Alterations. Tenant shall cause its
contractor to provide Landlord with a certificate of completion of the
Alterations and a bills paid affidavit and full lien waiver; and upon receipt of
same, and no fewer than thirty-one (31) days following completion if Tenant is
not in default hereunder, Landlord shall return the letter of credit to Tenant
unused and endorsed for cancellation. Tenant shall, if requested by Landlord at
the time of Landlord's consent to the Alterations, agree to restore the Leased
Premises at the termination of this Lease to their condition prior to making
such Alterations. All permits, approvals and certificates required by all
governmental authorities shall be timely obtained by Tenant and submitted to
Landlord. Notwithstanding Landlord's approval of plans and specifications for
any Alterations, all Alterations shall be made and performed in full compliance
with applicable laws, orders and regulations of Federal, State, County, and
Municipal authorities and with all directions, pursuant to law, of all public
officers, and with all applicable rules, orders, regulations and requirements of
the Dallas Board of Fire Underwriters or any similar body. All alterations shall
be made and performed in accordance with the Building rules. All materials and
equipment to be incorporated in the Leased Premises as a result of all
Alterations shall be new and first quality. No such materials or equipment shall
be subject to any lien, encumbrance, chattel mortgage or title retention or
security agreement. If such Alterations are being performed by Tenant in
connection with Tenant's initial occupancy of the Leased Premises, Tenant agrees
to make proper application for, and obtain, a certificate of occupancy from the
city in which the Leased Premises are located. Tenant shall furnish such
certificate to Landlord promptly after issuance of same.
(b) Tenant shall not at any time prior to or during the term of this
Lease, directly or indirectly employ or permit the employment of, any
contractor, mechanic, or laborer in the Leased Premises, whether in connection
with any Alteration or otherwise, if such employment will interfere or cause any
conflict with other contractors, mechanics, or laborers engaged in the
construction, maintenance or operation of the Building by Landlord, Tenant, or
other. In the event of any such interference or conflict. Tenant, upon demand of
Landlord, shall cause all contractors, mechanics, or laborers causing such
interference or conflict to leave the Building immediately.
(c) All appurtenances, fixtures, improvements, and other property
attached to or installed in the Leased Premises, whether by Landlord or Tenant
or others, and whether at Landlord's expense or Tenant's expense, or the joint
expense of Landlord and Tenant, shall be and remain the property of Landlord,
except that any such fixtures, improvements, additions, and other property
which have been installed at the sole expense of Tenant and which are removable

without material damage to the Leased Premises shall be and remain the property
of Tenant. At Landlord's option, Tenant shall remove any property belonging to
Tenant at the end of the term hereof, and Tenant shall repair or, at Landlord's
option, shall pay to Landlord the cost of repairing any damage arising from such
removal. Any replacements of any property of Landlord, whether made at Tenant's
expense or otherwise, shall be and remain the property of Landlord.
17. CONDEMNATION:
(a) If, during the term (or any extension or renewal) of this Lease,
all or a substantial part of the Leased Premises are taken for any public or
quasi-public use under any governmental law, ordinance or regulation, or by
right of eminent domain or by private purchase in lieu thereof, and the taking
would prevent or materially interfere with the then current use of the Leased
Premises, this Lease shall terminate and the Rent shall be abated during the
unexpired portion of this Lease effective on the date physical possession is
taken by the condemning authority.
(b) If a portion of the Leased Premises is taken as described above
and this Lease is not terminated as provided in subparagraph (a) above, the Rent
payable under this Lease during the unexpired portion of the term shall be
adjusted to such an extent as may be fair and reasonable under the
circumstances.
(c) In the event of such taking or private purchase in lieu thereof,
Landlord and Tenant shall each be entitled to receive any sums separately
awarded to each party by the condemning authority. In the event separate awards
to Landlord and Tenant are not made, Landlord shall be entitled to receive any
and all sums by the condemning authority.
18. FIRE AND CASUALTY:
(a) If the Building should be damaged or destroyed by fire, tornado,
or other casualty, Tenant shall give immediate written notice thereof to
Landlord.
(b) If the Building should be totally destroyed by fire, tornado, or
other casualty, or if it should be so damaged thereby that rebuilding or repairs
cannot in Landlord's estimation be completed within one hundred eighty (180)
days after the date on which Landlord is notified by Tenant of such damage, this
Lease shall terminate and the Rent shall be abated during the unexpired portion
of this Lease, effective upon the date of occurrence of such damage.
(c) If the Building should be damaged by any peril covered by the
insurance maintained by Landlord, but only to such extent that rebuilding or
repairs can in Landlord's estimation be completed within one hundred eighty
(180) days after the date on which Landlord is notified by Tenant of such
damage, this Lease shall not
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terminate and Landlord shall, to the extent of insurance proceeds received, then
proceed with reasonable diligence to rebuild and repair the Building to
substantially the same condition in which it existed prior to such damage.
Landlord shall not be required, however, to rebuild, repair, or replace any part
of the partitions, fixtures, additions, and other improvements which may have
been placed in, on, or about the Lease Premises by Tenant. If the Leased
Premises are untenantable in whole or in part following such damage, the Rent
payable hereunder during the period in which they are untenantable shall be
reduced to such extent as may be fair and reasonable under all of the
circumstances. If Landlord should fail to complete such repairs and rebuilding
within one hundred eighty (180) days after the date on which Landlord is
notified by Tenant of such damage, Tenant may terminate this Lease by delivering
written notice of termination to Landlord. Such termination shall be Tenant's
exclusive remedy and all rights and obligations of the parties under this Lease
shall then cease. Notwithstanding the foregoing provisions of this subparagraph
(c), Tenant agrees that if the Leased Premises, the Building and/or Project are
damaged by fire or other casualty caused by the fault or negligence of Tenant or
Tenant's agents, employees or invitees, Tenant shall have no option to terminate
this Lease, even if the damage cannot be repaired within one hundred eighty
(180) days, and the Rent shall not be abated or reduced before or during the
repair period.
(d) Notwithstanding anything herein to the contrary, if the holder of
any indebtedness secured by a mortgage or deed of trust covering the Building
and/or Project requires that the insurance proceeds be applied to such
indebtedness, then Landlord shall have the right to terminate this Lease by
delivering written notice of termination to Tenant within fifteen (15) days
after such requirement is made. All rights and obligations under this Lease
shall then cease.
19. CASUALTY INSURANCE: Landlord shall at all times during the term of this
Lease maintain a policy or policies of insurance with the premiums paid in
advance, issued by and binding upon some solvent insurance company, insuring the

Building against loss or damage by fire, explosion, or other hazards and
contingencies. Landlord shall not be obligated, however, to insure any personal
property (including, but not limited to any furniture machinery goods or
supplies) of Tenant or which Tenant may have in the Leased Premises or any
fixtures installed by or paid for by Tenant upon or within the Leased Premises
or any improvements which Tenant may construct or install on the Leased Premises
or any signs identifying Tenant's business located on the exterior of the
Building.
20. WAIVER OF SUBROGATION: To the extent that Landlord or Tenant receives
casualty insurance proceeds, such recipient hereby waives and releases any and
all rights, claims, demands and causes of action such recipient may have against
the other on account of any loss or damage occasioned to such recipient or its
businesses real and personal properties, the Leased Premises, the Building, the
Project, or its contents arising from any risk or peril covered by any insurance
policy carried by either party. In as much as the above mutual waivers will
preclude the assignment of any such claim by way of subrogation (or otherwise)
to an insurance company (or any other person), each party hereto hereby agrees
immediately to give to its respective insurance companies written notice of the
terms of such mutual waivers and to have their respective insurance policies
properly endorsed, if necessary, to prevent the invalidation of such insurance
coverages by reason of such waivers. This provision shall be cumulative of
Paragraph 21 below.
21. HOLD HARMLESS: Landlord shall not be liable to Tenant, Tenant's
employees, agents, invitees, licensees or visitors, or to any other person, for
any injury to person or damage to property on or about the Leased Premises or
the Project caused by the negligence or misconduct of Tenant, its agents,
employees, invitees, or of any other persons entering upon the Leased Premises
or the Project under express or implied invitation by Tenant. Tenant agrees to
indemnify and hold Landlord harmless from any and all loss, attorney's fees,
expenses, or claims arising out of any such damage or injury.
22. QUIET ENJOYMENT: Landlord warrants that it has full right to execute
and to perform this Lease and to grant the estate demised and that Tenant, upon
payment of the required Rent and performing the covenants and agreements
contained in this Lease, shall peaceably and quietly have, hold, and enjoy the
Leased Premises during the full term of this Lease, including any extensions or
renewals thereof.
23. LANDLORD'S RIGHT OF ENTRY: Landlord shall have the right, at all
reasonable hours, to enter the Leased Premises for the following reasons:
inspection, cleaning or making repairs, making such alterations or additions as
Landlord may deem necessary or desirable; installation of utility lines
servicing the Leased Premises or any other space in the Building; determining
Tenant's use of the Leased Premises, or for determining if any act of default
under this Lease has occurred. Landlord shall give twenty-four (24) hours
written notice to Tenant prior to such entry, except in cases of emergency when
Landlord may enter the Leased Premises at any time and without prior notice.
During the period that is six (6) months prior to the end of the Lease term,
Landlord and Landlord's agents and representatives shall have the right to enter
the Leased Premises at any reasonable time during business hours, without
notice, for the purpose of showing the Leased Premises and shall have the right
to erect on the Leased Premises a suitable sign indicating the Leased Premises
are available for lease. Tenant shall give written notice to Landlord at least
thirty (30) days prior to vacating the Leased Premises and shall arrange to meet
with Landlord for a joint inspection of the Leased Premises prior to vacating.
In the event of Tenant's failure to give such notice or arrange such joint
inspection, Landlord's inspection at or after Tenant's vacating the Leased
Premises shall be conclusively deemed correct for purposes of determining
Tenant's responsibility for repairs and restoration.
24. ASSIGNMENT OF LANDLORD'S INTEREST IN LEASE: Landlord shall have the
right to transfer and assign, in whole or in part, its rights and obligations
with respect to the Project and premises that are the subject of this Lease,
including Tenant's security deposit. In such event, Landlord shall be released
from any further obligation under this Lease and Tenant agrees to look solely to
Landlord's successor for the performance of such obligations.
25. LANDLORD'S LIEN: In addition to any statutory lien for Rent in
Landlord's favor. Landlord shall have and Tenant hereby grants to landlord a
continuing security interest for all Rentals and other sums of money becoming
due under this Lease from Tenant, upon all goods, wares, equipment, fixtures,
furniture, inventory, accounts, contract rights, and other personal property of
Tenant situated on or arising from the Leased Premises. Such property shall not
be removed without the consent of Landlord, which consent may be withheld by
Landlord without cause so long as any of Tenant's duties or obligations
hereunder have not been fully performed. In the event of a default under this
Lease, Landlord shall have, in addition to any other remedies provided in this
Lease or by law, all rights and remedies under the Texas Uniform Commercial
Code, including without limitation the right to sell the property described in
the Paragraph at public or private sale upon five (5) days notice to Tenant.
Tenant hereby agrees to execute such financing statements and other instruments
necessary or desirable in Landlord's discretion to perfect the security interest
hereby created. The express contractual lien herein granted, is in addition and

supplementary to any statutory lien for Rent. Landlord agrees to subordinate its
---------------------------------lien hereunder to Tenant's primary Lender.
- ----------------------------------------26. DEFAULT BY TENANT: The following shall be events of default by Tenant
under this Lease:
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(a) Tenant shall fail to pay when due any installment of Rent or other
payment required pursuant to this Lease;
(b) Tenant shall abandon or vacate any substantial portion of the
Leased Premises, whether or not Tenant is in default of the Rental payments due
under this Lease;
(c) Tenant shall fail to comply with any term, provision or covenant
of this Lease, other than the defaults listed in this paragraph 26, and the
failure is not cured within ten (10) days after written notice thereof to
Tenant;
(d) Tenant shall file a petition or be adjudged a debtor or bankrupt
or insolvent under the National Bankruptcy Code, as amended, or any similar law
or statute of the United States or any state; or a receiver or trustee shall be
appointed for all or substantially all of the assets of Tenant; or Tenant shall
make a transfer in fraud of creditors or shall make an assignment for the
benefit of creditors;
(e) Tenant shall do or permit to be done any act which results in a
lien being filed against the Leased Premises.
27. REMEDIES FOR TENANT'S DEFAULT: Upon the occurrence of any event of
default set forth in this Lease, Landlord shall have the option to pursue any
one or more of the following remedies without any prior notice or demand;
(a) Landlord may terminate this Lease, in which event Tenant shall
immediately surrender the Leased Premises to Landlord, and if Tenant fails to do
so, Landlord may, without prejudice to any other remedy which it may have, enter
upon and take possession of the Leased Premises, and expel or remove Tenant and
any other person who may be occupying all or any part of the Leased Premises.
Landlord shall not be liable for prosecution or any claim for damages as a
result of such actions. Tenant agrees to pay on demand the amount of all losses,
costs, expenses, deficiencies, and damages, including, without limitation,
reconfiguration expenses, rental concessions and other inducements to new
tenants, advertising expenses and broker's commissions, which Landlord may incur
or suffer by reason of Tenant's default or the termination of the Lease under
this subparagraph, whether through inability to relet the Leased Premises on
satisfactory terms or otherwise. Tenant acknowledges that its obligation to pay
Base Rent and all additional Rent hereunder is not only compensation for use of
the Leased Premises but also compensation for sums already expended and/or being
expended by Landlord with respect to its obligations hereunder and with respect
to the Leased Premises, and Tenant acknowledges that Tenant's default in timely
payment of all sums due hereunder shall constitute significant financial loss to
Landlord. Tenant further acknowledges that any failure to pay any sum due
hereunder shall evidence Tenant's inability to meet its debts as they become
due. In such event, in addition to Landlord's other remedies hereunder, Landlord
shall be entitled to accelerate all Base Rental remaining unpaid hereunder, the
entirety of which shall, at the option of Landlord be immediately due and
payable.
(b) Landlord may enter upon and take possession of the Leased Premises
and expel or remove Tenant and any other person who may be occupying all or any
part of the Leased Premises (without being liable for prosecution or any claim
for damages therefor) and relet the Leased Premises on behalf of Tenant and
receive directly the rent of the reletting. Tenant agrees to pay Landlord on
demand any deficiency that may arise by reason of any reletting of the Leased
Premises and to reimburse Landlord on demand for any losses, costs, and
expenses, including without limitation, reconfiguration expenses, rental
concessions and other inducements to new tenants, advertising costs or broker's
commissions, which Landlord may incur or suffer as a result of Tenant's default
or in reletting the Leased Premises. Tenant further agrees to reimburse Landlord
for any expenditures made by it for remodeling or repairs necessary in order to
relet the Leased Premises. In the event Landlord is successful in reletting the
Leased Premises at a rental in excess of that agreed to be paid by Tenant
pursuant to this Lease, Landlord and Tenant agree that Tenant shall not be
entitled, under any circumstances, to such excess rental, and Tenant does hereby
specifically waive any claim to such excess rental.
(c) Landlord may enter upon the Leased Premises (without being liable
for prosecution or any claim for damages therefor) and do whatever Tenant is
obligated to do under the terms of this Lease. Tenant agrees to reimburse
Landlord on demand for any losses, costs and expenses which Landlord may incur
in effecting compliance with Tenant's obligations under this Lease. Tenant

further agrees that Landlord shall not be Liable for any damages resulting to
Tenant from effecting compliance with Tenant's obligations under this
subparagraph, whether caused by the negligence of Landlord or otherwise.
(d) Landlord may pursue any remedy provided at law or in equity.
(e) Landlord shall have no duty to relet the Premises, and the failure
of Landlord to do so shall not release or affect Tenant's Liability for Rentals
and other charges due hereunder or for damages.
(f) No re-entry or reletting of the Premises or any filing or service
of an unlawful detainer action or similar action shall be construed as an
election by Landlord to terminate Tenant's right to possession under this Lease
unless a written notice of such intention is given by Landlord to Tenant.
Notwithstanding any such reletting without termination. Landlord may at any time
thereafter elect to terminate this Lease and Tenant's right to possession
hereunder.
28. TERMINATION OF OPTIONS: If there exist any options or special rights
which Landlord may have granted Tenant under this Lease including, but not
limited to, options or rights regarding extensions of the Lease term, expansion
of the Leased Premises, or acquisition of any other interest in the Leased
Premises or the Building, then all such options and rights are independent of
the leasehold estate hereby granted to Tenant by Landlord. Landlord and Tenant
agree and acknowledge that the negotiated consideration for any such options or
special rights is Tenant's entry into this Lease and that no portion of any sums
due and payable by Tenant to Landlord hereunder is attributable thereto. In
addition to, and not in lieu of, the above remedies of Landlord for Tenant's
default, any and all such options or special rights shall be automatically
terminated upon the occurrence of the following events:
(a) Tenant shall have failed to pay when due any installment of Rent
or other sums payable under this Lease for any three (3) consecutive months
during the Lease term or any renewal or extension thereof, or for any five (5)
months during the Lease term or any renewal or extension thereof, whether or not
said defaults are cured by Tenant; or
(b) Tenant shall have received two (2) or more notices of default
under Paragraph 26(c) above with respect to any other covenant of this Lease,
whether or not such default(s) is/are cured; or
(c) Tenant shall have committed or suffered to exist any other event
of default described under Paragraph 26 above, whether or not such default is
cured by Tenant.
29. WAIVER OF DEFAULT OR REMEDY: Failure of Landlord to declare a default
immediately upon its occurrence, or delay in taking any action in connection
with an event of default, shall not be waiver of the
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default. Landlord shall have the right to declare the default at any time and
take such action as is lawful or authorized under this Lease. Pursuit of any one
or more of the remedies set forth in Paragraphs 27 or 28 above shall not
preclude pursuit of any one or more of the other remedies provided therein or
elsewhere in this Lease provided by law, nor shall pursuit of any remedy be a
forfeiture or waiver of any Rent or damages accruing to Landlord by reason of
the violation of any of the terms of this Lease. Failure by Landlord to enforce
one or more of its remedies upon an event of default shall not be construed as a
waiver of the default or of any other violation or breach of any of the terms
contained in this Lease.
30. ATTORNEY'S FEES: In the event any litigation arises hereunder, it is
specifically stipulated that this Lease shall be interpreted and construed
according to the laws of the State in which the Leased Premises are located.
Further, the prevailing party in any such litigation between the parties shall
be entitled to recover, as a part of its judgement, reasonable attorney's fees.
31. HOLDING OVER: Tenant will, at the termination of this Lease by lapse of
time or otherwise, surrender immediate possession to Landlord. If Landlord
agrees in writing that Tenant may hold over after the expiration or termination
of this Lease and if the parties do not otherwise agree, the hold over tenancy
shall be subject to termination by Landlord at any time upon not less than five
(5) days advance written notice, or by Tenant at any time upon not less than
thirty (30) days advance written notice. Further, all of the terms and
provisions of this Lease shall be applicable during the hold over period, except
that Tenant shall pay Landlord from time to time upon demand, as Base Rent for
the period of any hold over, an amount equal to one and one-half times (1-1/2)
the Base Rent in effect on the termination date, computed on a daily basis for
each day of the hold over period, plus all additional rental and other sums due
hereunder. If Tenant shall fail immediately to surrender possession of the
Leased Premises to Landlord upon termination of this Lease, by lapse of time or
otherwise, and Landlord has not agreed to such continued possession as above
provided, then, until Landlord can dispossess Tenant under the terms hereof or

otherwise, Tenant shall pay Landlord from time to time upon demand, as Base Rent
for the period of any such holdover, an amount equal to twice the Base Rent in
effect on the termination date, computed on a daily basis for each day of the
hold over period, plus all additional rental and other sums due hereunder. No
holding over by Tenant, whether with or without consent of Landlord, shall
operate to extend this Lease except as otherwise expressly agreed by the
parties. The preceding provisions of this Paragraph shall not be construed as
Landlord's consent for Tenant to hold over.
32. RIGHTS OF MORTGAGEE: Tenant accepts this Lease subject and subordinate
to any recorded mortgage, deed of trust or other lien presently existing or
hereafter to exist with respect to the Leased Premises. Landlord is hereby
irrevocably vested with full power and authority to subordinate Tenant's
interest under this Lease to any mortgage, deed of trust or other lien hereafter
placed on the Leased Premises, and Tenant agrees upon demand to execute such
additional instruments subordinating this Lease as Landlord or the holder of any
such mortgage, deed of trust, or lien may require. If the interests of Landlord
under this Lease shall be transferred by reason of foreclosure or other
proceedings for enforcement of any mortgage on the Leased Premises. Tenant shall
be bound to the transferee (sometimes called the "Purchaser") under the terms
and conditions of this Lease for the balance of the remaining lease term,
including any extensions or renewals, with the same force and effect as if the
Purchaser were Landlord under this Lease. Tenant further agrees to attorn to the
Purchaser, including the mortgagee under any such mortgage if it be the
Purchaser, as its Landlord. Such attornment shall be effective without the
execution of any further instruments upon the Purchaser succeeding to the
interest of Landlord under this Lease. The respective rights and obligations of
Tenant and the Purchaser upon the attornment, to the extent of the then
remaining balance of the term of this Lease, and any extensions and renewals,
shall be and are the same as those set forth in this Lease. Each such holder of
any mortgage, deed of trust, or lien, and each such Purchaser, shall be a
third-party beneficiary of the provisions of this Paragraph.
33. ESTOPPEL CERTIFICATES: Tenant agrees to furnish within ten (10) days,
from time to time, upon request of Landlord or Landlord's mortgagee, a statement
certifying that Tenant is in possession of the Leased Premises; the Leased
Premises are acceptable; the Lease is in full force and effect; the Lease is
unmodified; Tenant claims no present charge, lien, or claim of offset against
Rent; the Rent is paid for the current month, but is not paid and will not be
paid for more than one month in advance; there is no existing default by reason
of some act or omission by Landlord; and such other matters as may be reasonably
required by Landlord or Landlord's mortgagee.
34. SUCCESSORS: This Lease shall be binding upon and inure to the benefit
of Landlord and Tenant and their respective heirs, personal representatives,
successors and assigns. It is hereby covenanted and agreed that should
Landlord's interest in the Leased Premises cease to exist for any reason during
the term of the Lease, then notwithstanding the happening of such event this
Lease shall nevertheless remain unimpaired and in full force and effect and
Tenant hereunder agrees to attorn to the then owner of the Leased Premises.
35. REAL ESTATE COMMISSION: Tenant represents and warrants that it has
dealt with no broker, agent, or other person in connection with this transaction
and that no other broker, agent, or other person brought about this transaction
other than The Weitzman Group and JSC Realty Services, Inc.; and Tenant agrees
-----------------------------------------------to indemnify and hold Landlord harmless from and against any claims by any other
broker, agent, or other person claiming a commission or other form of
compensation by virtue of having dealt with Tenant with regard to this leasing
transaction. The provisions of this paragraph shall survive the termination of
this Lease.
36. EXPANSION: If during the term of this Lease, Tenant occupies, under a
new written Lease with Landlord, space of a size substantially larger than the
present Leased Premises within any development owned by Landlord, this Lease
shall be terminated upon execution of the Lease for such substitute space.
Notwithstanding the above-stated, Tenant shall remain obligated to pay for any
Rents or other sums due Landlord as a result of Tenant's tenancy hereunder, and
such obligation shall survive the termination of this Lease pursuant to this
Paragraph 36.
37. MECHANIC'S LIENS: Tenant shall have no authority, express or implied,
to create or place any lien or encumbrance of any kind or nature whatsoever
upon, or in any manner to bind, the interest of Landlord in the Leased Premises
or to charge the Rentals payable hereunder for any claim in favor of any person
dealing with Tenant, including those who may furnish materials or perform labor
for any construction or repairs. Each such claim shall affect and each such lien
shall attach to, if at all, only the leasehold interest granted to Tenant by
this Lease. Tenant covenants and agrees that it will pay or cause to be paid all
sums legally due and payable by it on account of any labor performed or
materials furnished in connection with any work performed on the Leased Premises
on which any lien is or can be validly and legally asserted against its
leasehold interest in the Leased Premises or the improvements thereon. Tenant
further agrees to save and hold Landlord harmless from any and all loss, cost,
or expense based on or arising out of asserted claims or liens against the

leasehold estate or against the right, title and interest of the Landlord in the
Leased Premises or under the terms of this Lease. Under no circumstances shall
Tenant be or hold itself out to be the agent or representative of Landlord with
respect to any alteration of the Leased Premises whether or not consented to or
approved by Landlord hereunder.
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38. ENTIRE AGREEMENT, AND LIMITATION OF WARRANTIES: It is expressly agreed
by Tenant, as a material consideration for the execution of this Lease, that
this Lease is the entire agreement of the parties and that there are and were no
verbal representations, warranties, understandings, stipulations, agreements, or
promises pertaining to this Lease not incorporated in this Lease. Landlord and
Tenant expressly agree that there are and shall be no implied warranties of
merchantability or fitness or of any other kind arising out of this Lease and
that Tenant's acceptance of the Leased Premises shall be "as is". It is likewise
agreed that this Lease may not be altered, waived, amended, or extended except
by an instrument in writing signed by both Landlord and Tenant. Not in
limitation upon the foregoing, Landlord agrees that to the extent assignable,
all warranties, if any shall exist, from contractors or suppliers with respect
to the improvements to the Leased Premises hereunder are hereby assigned to
Tenant.
39. MISCELLANEOUS:
(a) Words of any gender used in this Lease shall be held and construed
to include any other gender; and words in the singular number shall be held to
include the plural, unless the context otherwise requires.
(b) Each party agrees to furnish to the other, promptly upon demand, a
corporate resolution, proof of due authorization by partners, or other
appropriate documentation evidencing the due authorization and power of such
party to enter into this Lease.
(c) The captions inserted in this lease are for convenience only and
in no way define, limit, or otherwise describe the scope or intent of this Lease
or any provision hereof, or in any way affect the interpretation of this Lease.
(d) If any clause or provision of this Lease is illegal, invalid, or
unenforceable under present or future laws effective during the term of this
Lease, then and in that event, it is the intention of the parties hereto that
the remainder of this Lease shall not be affected thereby; and it is also the
intention of the parties to this Lease that in lieu of each clause or provision
of this Lease that is illegal, invalid, or unenforceable there be added as a
part of this Lease a clause as similar in terms to such illegal, invalid, or
unenforceable clause or provision as may be possible and be legal, valid, and
enforceable.
(e) Because the Leased Premises are on the open market and are
presently being shown, this Lease shall be treated as an offer to lease only.
Unless and until this Lease is accepted by Landlord and Tenant in writing and a
fully executed copy delivered to both parties, this offer is subject to
withdrawal or non-acceptance by Landlord and the Leased Premises may be leased
to another party or used for another purpose by Landlord without notice.
(f) All references in this Lease to "the date hereof" or similar
references shall be deemed to refer to the last date, in point of time, on which
all parties hereto have executed this Lease.
(g) If the Commencement Date shall be determined under Paragraphs 4(b)
or (c) of this Lease, Landlord and Tenant shall enter into an agreement in
recordable form setting forth the Commencement Date and Termination Date of the
Lease term.
(h) In the event that Tenant shall fail to perform any duty or
obligation hereunder, whether maintenance, repair or replacement of the Leased
Premises, maintenance of insurance, or otherwise, then Landlord may, but shall
in no event be obligated to, without notice of any kind, take such actions as
Landlord deems necessary or appropriate to remedy such Tenant failure, and any
sums expended by Landlord and fair and just compensation for the time and effort
of Landlord shall be deemed additional Rental hereunder due and payable by
Tenant on demand.
(i) If Tenant shall fail to pay, when the same is due and payable, any
Rent, any additional Rent, or any other sum due hereunder, such unpaid amount
shall bear interest from the due date thereof to the date of payment at the
highest non-usurious rate permitted by applicable law.
(j) Landlord does not in any way or for any purpose become a partner
of Tenant in the conduct of its business or otherwise, nor a member of a joint
venture with Tenant.
(k) Tenant shall not record this Lease without the prior written
consent of Landlord. However, upon the request of either party hereto, the other

party shall join in the execution of a memorandum or so-called "short form" of
this Lease for the purposes of recordation.
(l) Time is of the essence in the performance of all the covenants,
conditions, and agreements contained in this Lease.
(m) Any duty, obligation, or debt and any right or remedy arising
hereunder and not otherwise consummated and/or extinguished by the express terms
hereof at or as of the time of termination of this Lease, whether at the end of
the term hereof or otherwise, shall survive such termination as continuing
duties, obligations, and debts of the obligated party to the other or continuing
rights and remedies of the benefitted party against the other.
(n) This Agreement may be executed in one or more counterparts, each
of which counterparts shall for all purposes be deemed to be an original; but
all such counterparts together shall constitute but one instrument.
(o) Attached hereto, marked Exhibit "A" through Exhibit "E", are
certain exhibits to this Lease all of which are hereby incorporated herein by
reference.
(p) Tenant shall be allowed early occupancy of the Leased Premises
upon full Lease execution by Landlord and Tenant for the purpose of move in set
up. All terms and conditions of the Lease shall be in full force and effect upon
Tenant taking occupancy with the exception of Base rent. Base Rent shall begin
on the Commencement Date as stated in Paragraph 4.
40. NOTICE:
(a) All Rent and other payments required to be made by Tenant shall be
payable to Landlord at the address set forth below or any other address Landlord
may specify from time to time by written notice delivered to Tenant.
(b) All payments, if any, required to be made by Landlord to Tenant
shall be payable to Tenant at the address set forth below or at any other
address within the United States as Tenant may specify from time to time by
written notice.
(c) Any notice or document required or permitted to be delivered by
this Lease shall be deemed to be delivered (whether or not actually received)
when deposited in the United States Mail, postage prepaid,
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certified mail, or return receipt requested, addressed to the parties at the
respective addresses set out below or such other address as hereinafter
specified by notice given in accordance with this paragraph.
LANDLORD:

TENANT:

Valley View Tech, Inc.

Monitronics International, Inc.

EXECUTED by Landlord and Tenant on the date below stated as their respective
Dates of Execution.
LANDLORD:

TENANT:

Valley View Tech, Inc.
c/o Madison Group
6116 North Central Expressway
Suite 901
Dallas, TX 75206-5130
214-739-2442

Monitronics International, Inc.
2300 Valley View Lane, Suite 230
Farmers Branch, TX

By: /s/ John D. Gourley
---------------------------John D. Gourley

By: /s/ James R. Hull
---------------------------James R. Hull

Its: Vice President

Its: Chief Executive Officer

Date: 6-22-98

Date: 6/22/98
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EXHIBIT "A"
LEGAL DESCRIPTION
----------------NOT AVAILABLE AT THIS TIME
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EXHIBIT "B"
LEASEHOLD IMPROVEMENTS
---------------------Tenant accepts premises in its "As Is" condition.
Leasehold Improvements: Beginning upon full lease execution and provided Tenant
is not in default of any term, condition or covenant in the Lease, Landlord will
provide a ten thousand and no/100 dollars ($10,000.00) construction allowance
for interior modifications to the Tenant's Leased Premises. Such construction
allowance will be based on floor plans approved in writing by Landlord. Tenant
will provide Landlord receipts for the ten thousand dollars no later than August
31, 1998, all at one time, along with full lien waiver releases from each
contractor on the job, and Landlord will reimburse Tenant in one (1) lump sum
payment within thirty (30) days upon receipt of same.
Tenant at its expenses is responsible for obtaining a Certificate of Occupancy.
[MAP]
[MAP]
No warranty or representative, expressed or implied, is made as to the accuracy
of information contained herein and same is submitted subject to errors,
omissions, change of price or other conditions, or withdrawal without notice.
Dimensions shown on drawing are approximate. Purchaser should verify
measurements if and where room dimensions are critical.
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EXHIBIT "C"
RENEWAL OPTION
-------------Provided that at the end of the primary term of this Lease, Tenant not being in
default of any term, condition or covenant contained in this Lease, Tenant (but
not any assignee or sublessee) shall have the right and option to renew this
Lease by written notice to Landlord (by registered mail, return receipt
requested) no later than one hundred eighty (180) days prior to the expiration
of the primary term, for the additional term of thirty-six (36) months, under
the same terms, conditions and covenants contained herein except:
1.

Tenant shall have no further renewal options unless expressly granted by
Landlord in writing; and

2.

The Base Rental for the Renewal term shall be equal to prevailing rental
rates for properties of equivalent quality, size, utility and location;
however, in no event is the Landlord obligated to renew lease for subject
space at less than a Base Rate of $8.10 p.s.f. with Tenant paying all
---pro-rata share of increases over the expense stop as set forth in Paragraph
#6 of the Lease.
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EXHIBIT "D"
RULES AND REGULATIONS
---------------------

The following Rules and Regulations are prescribed by Landlord in
order to provide and maintain, to the best of Landlord's ability, orderly, clean
and desirable Leased Premises, building and parking facilities for the tenants
therein and to regulate conduct in and use of Leased Premises, the building and
parking facilities in such a manner as to minimize interference by others in the
proper use of Leased Premises by Tenant. In the following Rules and Regulations,
all references to Tenant include not only the Tenant, but, also, Tenant's
agents, servants, employees, invitees, licensees, visitors, assignees, and/or
sublessees:
1. Tenant shall not block or obstruct any of the entries, passages, doors,
hallways, or stairways of building or parking area, or place, empty, or throw
any rubbish, litter, trash, or material of any nature into such areas, or permit
such areas to be used at any time except for ingress or egress of Tenants.
2. Landlord will not be responsible for lost or stolen personal property,
equipment, money, or any article taken from the Leased Premises, building, or
parking facilities regardless of how or when loss occurs.

3. The plumbing facilities shall not be used for any other purpose than that for
which they are constructed, and no foreign substance of any kind shall be placed
therein, and the expense of any breakage, stoppage, or damage resulting from a
violation of this provision shall be borne by Tenant.
4. Tenant shall permit Landlord, during the six (6) months prior to the
termination of this lease to show Leased Premises during business or
non-business hours to prospective lessees and to advertise Leased Premises for
rent.
5. Any additional keys required by Tenant during the term of this lease shall be
requested from Landlord and shall be paid for by Tenant upon delivery of keys to
premises. In the event new locks are requested by Tenant, then all costs
associated with such request (including hardware, installation and keys) shall
be paid by Tenant.
6. The common parking facilities are available for use by any and all Tenants.
Landlord reserves the right to assign or allocate parking in the event of
conflicts, abuse or improper use of these common parking facilities. It is
generally understood that any Tenant should utilize only those parking spaces
immediately adjacent to that Tenant's specific Leased Premises. Tenant
-----acknowledges that its pro rata share of the parking is 20 unreserved parking
- ---------------------------------------------------------------------------spaces (Twelve (12) parking spaces in the front of the Leased Premises and eight
- -------------------------------------------------------------------------------(8) parking spaces in the rear of the Leased Premises). Tenant agrees not to
- ---------------------------------------------------------------------------violate its' pro rata share of the parking.
- -----------------------------------------Proper use of the common parking facilities is deemed to be that use
which is occasioned by the normal in and out traffic required by the Tenant, in
the normal course of the Tenant's business operations.
Vehicles that are abandoned, disabled, have expired registration
stickers, obstructing any means of ingress or egress to any Leased Premises, or
in any way a general nuisance or hazard are subject to removal, without notice
by Landlord's designated wrecker and towing service. All costs associated with
such removal shall be at the Tenant's/Vehicle Owner's expense.
7. Tenant shall not use the building, Leased Premises, or parking facilities for
housing, lodging, or sleeping purposes without express consent of Landlord in
writing.
8. No birds or animals shall be brought into or kept in or about the Premises or
any other part of the Building.
9. No sign, placard, picture, advertisement, name or notice shall be inscribed,
displayed or printed or affixed on or to any part of the outside of the Building
without the written consent of Landlord. Landlord shall have the right to remove
any such sign, placard, picture, advertisement, name or notice without notice
to, and at the expense of Tenant.
Tenant shall not place anything, or allow anything to be placed, near
the glass of any window, door, partition, or wall which may appear unsightly
from outside the Leased Premises; Tenant shall not, without prior written
consent of Landlord, cause or otherwise sunscreen any window.
10. Tenant shall not use or keep in the Leased Premises or in the Building, any
kerosene, gasoline or inflammable or combustible fluid or material, or use any
method of heating or air conditioning other than that supplied by Landlord.
11. Tenant shall not use, keep or permit to be used or kept, any foul or noxious
gas or substance in the Leased Premises, or permit or suffer the Leased Premises
to be occupied or used in a manner offensive or objectionable to the Landlord or
other occupant of the Building by reason of notice, odors, and/or vibrations, or
interfere in any way with other tenants or those having business therein, nor
shall any animals or birds brought in or kept in or about the Leased Premises or
the Building.
12. The following acts shall not be allowed or suffered to be done or conditions
to exist upon the Leased Premises or any part thereof:
a.

Any violation of any federal, state, or municipal statute or
ordinance or any regulation, order, or directive, of a
governmental agency, as such statutes, ordinances, regulation,
orders, or directives now exist or may hereafter provide,
concerning the use and safety of the Leased Premises.

b.

Any violation of any certificate of occupancy covering or
affecting the use of the Leased Premises or any part hereof.

c.

Any public or private nuisance.

d.

The display or distribution of drug paraphernalia, or sexual
paraphernalia, except as the same may be legally dispensed by a
physician or surgeon, dentist or pharmacist, duly licensed to
practice such profession.

e.

The sale or dispensing of alcoholic beverages, except as the same
may be incidental to the permitted use of the Leased Premises, as
provided in the Lease Agreement.

f.

The sale or dispensing of alcoholic beverages on all other
portions of the real property conveyed hereunder, except as the
same shall be only incidental to any business, including
restaurants, hotels or delicatessens which may be hereafter
located on said other portions of the real property hereby
conveyed.

g.

The showing, displaying, viewing, renting or selling of movie
films which would be classified rated as "X-rated" under present
standards or criteria for such classification and rating; and
provided, that insofar as movie films, whether present or future
are shown, displayed, viewed, rented, or sold upon the said real
property, preference shall be given to those films which meet the
standards and criteria presently existing for classification and
rating as "G rated" or "PG rated".

h.

Gambling.

i.

The establishment or maintenance of a bawdy house, bar, nightclub
or tavern.

j.

Any other act or condition which shall be lewd, obscene or
licentious.
EXHIBIT "E"

HAZARDOUS SUBSTANCES, TENANT'S COMPLIANCE WITH APPLICABLE REQUIREMENTS
---------------------------------------------------------------------AND COMPLIANCE WITH LAW
----------------------1.0

Hazardous Substances

(a) Reportable Uses Require Consent. The term "Hazardous Substance" as
used in this Lease shall mean any product, substance, chemical, material or
waste whose presence, nature, quantity and/or intensity of existence, use,
manufacture, disposal, transportation, spill, release or effect, either by
itself or in combination with other materials expected to be on the Leased
Premises, is either; (i) potentially injurious to the public health, safety or
welfare, the environment, or the Leased Premises; (ii) regulated or monitored by
any governmental authority; or (iii) a basis for potential liability of Landlord
to any governmental agency or third party under any applicable statute or common
law theory. Hazardous substance shall include, but not be limited to,
hydrocarbons, petroleum, gasoline, crude oil or any products or by products
thereof, Tenant shall not engage in any activity in or about the Leased Premises
which constitutes a Reportable Use (as hereinafter defined) of Hazardous
substances without the express prior written consent of Landlord and compliance
in a timely manner (at Tenant's sole cost and expense) with all Applicable
Requirements (as defined in Paragraph 2.0). "Reportable Use" shall mean (i) the
installation or use of any above or below ground storage tank, (ii) the
generation, possession, storage, use, transportation, or disposal of Hazardous
Substance that requires a permit from, or with respect to which a report,
notice, registration or business plan is required to be filed with any
governmental authority, and (iii) the presence in, on or about the Leased
Premises of a Hazardous Substance with respect to which any Applicable Laws
require that a notice be given to persons entering or occupying the Leased
Premises or neighboring properties. Notwithstanding the foregoing, Tenant may,
without Landlord's prior consent, but upon notice to Landlord and in compliance
with all Applicable Requirements, use any ordinary and customary materials
reasonably required to be used by Tenant in the normal course of the permitted
use (as specified in paragraph 11), so long as such use is not a Reportable Use
and does not expose the Leased Premises or neighboring properties to any
meaningful risk of contamination or damage or expose Landlord to any liability
therefor. In addition, Landlord may (but without any obligation to do so)
condition its consent to any Reportable Use of any Hazardous Substance by Tenant
upon Tenant's giving Landlord such additional assurances as Landlord, in its
reasonable discretion, deems necessary to protect itself, the public, the Leased
Premises and the environment against damage, contamination or injury and/or
liability therefor, including but no limited to the installation (and, at
Landlord's option, removal on or before Lease expiration or earlier termination)
of reasonably necessary protective modifications to the Leased Premises (such as
concrete encasements) and/or the deposit of an additional Security Deposit under
Paragraph 5 hereof.

(b) Duty to inform Lessor, if Tenant knows or had reasonable cause to
believe, that a Hazardous Substance has come to be located in, on, under or
about the Leased Premises or the Building, other than as previously consented to
by Landlord, Tenant shall immediately give Landlord written notice thereof,
together with a copy of any statement, report, notice, registration, application
permit, business plan, license, claim, action or proceeding given to or received
from, any governmental authority or private party concerning the presence,
spill, release, discharge of, or exposure to, such Hazardous Substance including
but not limited to all such documents as may be involved in any Reportable Use
involving the Leased Premises, Tenant shall not cause or permit any Hazardous
Substance to be spilled or released in, on, or under or about the Leased
Premises (including, without limitation, through the plumbing or sanitary sewer
system).
(c) Indemnification. Tenant shall indemnify, protect, defend and hold
Landlord, its agents, employees, lenders and ground Landlord, if any and the
Leased Premises, harmless from and against any and all damages, liabilities,
judgements, costs claims, liens, expenses, penalties, loss of permits and
attorneys' and consultants' fees arising out of or involving any Hazardous
Substance brought onto the Leased Premises by or for Tenant or by anyone under
Tenant's control. Tenant's obligations under this Paragraph 1.0(c) shall
include, but not be limited to, the effects of any contamination or injury to
person, property or the environment created or suffered by Tenant, and the cost
of investigation (including consultant's and attorneys' fees and testing),
removal, remediation, restoration and/or abatement thereof, or of any
contamination therein involved and shall survive the expiration or earlier
termination of this Lease. No termination, cancellation or release agreement
entered into by Landlord and Tenant shall release Tenant from its obligations
under this Lease with respect to Hazardous Substances, unless specifically so
agreed by Landlord in writing at the time of such agreement.
2.0 Tenants' Compliance with Requirements. Tenant shall, at Tenant's sole cost
and expense, fully, diligently and in a timely manner, comply with all
"Applicable Requirements", which term is used in this Lease to mean all laws,
rules, regulations, ordinances, directives, covenants, easements and
restrictions of record, permits, the requirements of any applicable fire
insurance underwriter or rating bureau and the recommendations of Landlord's
engineers and/or consultants, relating in any manner to the manner to the Leased
Premises (including but not limited to matters pertaining to (i) industrial
hygiene, (ii) environmental conditions on, in, under or about the Leased
Premises, including soil and groundwater conditions and (iii) the use,
generation, manufacture, production, installation, maintenance, removal,
transportation, storage, spill or release of any Hazardous Substance), now in
effect or which may hereafter come into effect, Tenant shall, within five (5)
days after receipt of Landlord's written request, provide Landlord with copies
of all documents and information, including but not limited to permits,
registration, manifests, applications, reports and certificates, evidencing
Tenant's compliance with any Applicable Requirements specified by Landlord, and
shall immediately upon receipt, notify Landlord in writing (with copies of any
documents involved) of any threatened or actual claim, notice, citation,
warning, compliant or report pertaining to or involving failure by Tenant or the
Leased Premises to comply with any Applicable Requirements.
3.0 Inspection; Compliance with Law. Tenant, Landlord's agents, employees,
contractors and designated representative, and the holders of any mortgages,
deeds of trust or ground leases on the Leased Premises ("Lenders") shall have
the right to enter the Leased Premises at any time in the case of an emergency,
and otherwise at reasonable times, for the purpose of inspecting the condition
of the Leased Premises and for verifying compliance by Tenant with this Lease
and all Applicable Requirements (as defined in Paragraph 2.0) and Landlord shall
be entitled to employ experts and/or consultants in connection therewith to
advise Landlord with respect to Tenant's activities, including but not limited
to Tenant's installation, operation, use, monitoring, maintenance, or removal of
any Hazardous Substance on or from the Leased Premises. The costs and expenses
of any such inspections shall be paid by the party requesting same, unless a
Default or Breach of this Lease by the inspection is requested or ordered by a
governmental authority as the result of any such existing or imminent violation
or contamination, in such case, Tenant shall upon request reimburse Landlord or
Landlord's Lender, as the case may be, for the costs and expenses of such
inspections.
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Exhibit 10.41
FIRST AMENDMENT OF LEASE
This First Amendment of Lease is entered into by and between Valley View
Tech. Inc. (hereinafter referred to as "Landlord"), and Monitronics
International, Inc. (hereinafter referred to as "Tenant").
WHEREAS, Landlord and Tenant entered into that certain lease dated June 22,
1998, (the "Lease") pursuant to which Landlord leased to Tenant approximately
9,434 square feet of the premises located at 2300 Valley View Lane, Suite 230,
Farmers Branch, Texas (the "Leased Premises").
WHEREAS, Landlord and Tenant desire to extend the term of the Lease.
Now, therefore, in consideration of the mutual covenants herein contained
and $10.00 and other good and valuable consideration, it is covenanted and
agreed between the parties that the Lease be modified and amended as follows:
1.

The Termination Date of the Lease shall be extended by thirty (30)
months from June 30, 2003 to December 31, 2005.

2.

a) Base Rental as defined in paragraph 5 of the lease shall be:
July 1, 2003 - December 31, 2005 @ $7,075.00 per month

3.

In the event of conflict between this First Amendment of Lease and the
Lease, the terms of this First Amendment of Lease shall prevail.

9.

Except as modified herein, all other terms and conditions of the Lease
between the parties above described shall continue in full force and
effect.

IN WITNESS WHEREOF, the parties hereto have executed this Second Amendment of
Lease as of the date last stated below.
LANDLORD:

TENANT:

Valley View Tech, Inc.

Monitronics International, Inc.

By: /s/ John D. Gourley
---------------------------------John D. Gourley

By: /s/ James R. Hull
----------------------------------James R. Hull

Its: Vice President

Its: Chief Executive Officer

Date: 4/24/00

Date: 4/17/00
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Exhibit 10.42
SECOND AMENDMENT OF LEASE
This Second Amendment of Lease is entered into by and between Valley View
Tech. Inc. (hereinafter referred to as "Landlord"), and Monitronics
International, Inc. (hereinafter referred to as "Tenant").
WHEREAS, Landlord and Tenant entered into that certain lease dated June 22,
1998, and that certain First Amendment of Lease dated April 24, 2000, (the
"Lease") pursuant to which Landlord leased to Tenant approximately 9,434 square
feet of the premises located at 2300 Valley View Lane, Suite 230, Farmers
Branch, Texas (the "Leased Premises").
WHEREAS, Landlord and Tenant desire to add to the Leased Premises
approximately, 1,797 square feet of additional contiguous space to the east (the
"Expansion Space" and also known as Suite 215).
Now, therefore, in consideration of the mutual covenants herein contained
and $10.00 and other good and valuable consideration, it is covenanted and
agreed between the parties that effective as of the date last stated below, the
Lease shall be modified and amended as follows:
1.

The date of commencement of the Expansion Space shall be November 1,
2001 (the "Expansion Commencement Date").

2.

Total square footage of the leased Premises is hereby amended to
reflect 11,231 square feet.

3.

Base Rental as defined in paragraph 5 of the lease shall be as
follows:
November 1, 2001 December 31, 2005 @ $8,425.00 per month

4.

(Intentionally Deleted)

5.

The Termination Date of the Lease remains at December 31, 2005.

6.

Tenant's pro rata share of the Real Estate Taxes, Insurance and the
Common Area Maintenance Expenses for the Leased Premises as set forth
in Paragraph 6(a)(1) of the Lease shall increase to nineteen percent
(19.0%).

7.

Tenant shall be allowed early occupancy of the "Expansion Space" on or
about October 2001 (provided that subject space has been vacated by
the previous tenant) for the purpose of move in and set up. All terms
and conditions of the Lease shall be in full force and effect upon
Tenant taking occupancy with the exception of Base Rent. Base Rent
with respect to the Expansion Space shall begin on November 1, 2001.

8.

In the event of conflict between this Second Amendment of Lease and
the Lease, the terms of this Second Amendment of Lease shall prevail.

9.

Except as modified herein, all other terms and conditions of the Lease
between the parties above described shall continue in full force and
effect.
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IN WITNESS WHEREOF, the parties hereto have executed this Second Amendment of
Lease as of the date last stated below.
LANDLORD:

TENANT:

Valley View Tech, Inc.

Monitronics International, Inc.

By: /s/ John D. Gourley
--------------------------------John D. Gourley

By: /s/ Stephen M. Hedrick
-----------------------------------Stephen M. Hedrick

Its: Vice President

Its: V. P. Finance

Date: 9/27/01

Date: 9/24/01
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Exhibit 10.43
Standard Commercial Lease Agreement
1986
COMMERCIAL LEASE AGREEMENT
THIS Lease AGREEMENT is entered into by:
1. LANDLORD: Valley View Tech, Inc. ("Landlord").
---------------------2. TENANT: Monitronics International, Inc. ("Tenant").
------------------------------3. LEASED PREMISES: In consideration of the rents, terms and covenants of
this Lease Agreement (the "Lease"), Landlord hereby leases to Tenant certain
premises (the "Leased Premises") containing approximately 11,830 square feet
-----within the building or project known as Valley View Tech Center 1, and located
------------------------at 2300 Valley View Lane, Suite 300 on a certain tract of land in Farmers
-------------------------------------Branch, Dallas County, Texas. Such land (which is described in the attached
- ------ -----Exhibit A), together with the building(s), landscaping, parking and driveway
areas, sidewalks, and other improvements thereon shall be referred to in this
Lease as the "Project". In the case of a multi-building Project, the word
"Building" shall refer to the particular building in which the Leased Premises
are located and the tract of land upon which such building is located. In the
case of a single building Project the term "Building" as used herein shall be
synonymous with the term "Project". If the Leased Premises encompass an entire
building, then the term "Leased Premises" shall be synonymous with "Building". A
fuller description of the Leased Premises, including a floor plan thereof, is
contained in Exhibit B to be attached.
4. TERM:
(a) The term of this Lease shall be Sixty (60) months commencing on
--------May 1, 1999 (the "Commencement Date") and terminating on the last day of April
- ---------2004 (the "Termination Date"). The Commencement Date may be subject to change,
-however, pursuant to Subparagraphs (b) and (c) below. However, any such change
in the Commencement Date shall have no effect upon the Termination Date.
(b) Tenant acknowledges that it has inspected and accepts the Leased
Premises in their present condition as suitable for Tenant's purposes. If this
Lease is executed before the Leased Premises become vacant or otherwise
available for occupancy, or if any present tenant or occupant of the Leased
Premises holds over and Landlord cannot acquire possession of the Leased
Premises prior to the Commencement Date stated above, Tenant agrees to accept
possession of the Leased Premises at such time as Landlord is able to tender the
same, which date shall then be the Commencement Date of the Lease term.
(c) (Intentionally Deleted)
(d) Tenant acknowledges that no representations or promises regarding
repairs, alterations, remodeling, or improvements to the Leased Premises have
been made by Landlord, its agents, employees, or other representatives, unless
such are expressly set forth in this Lease, and that Tenant is solely
responsible for applying for and obtaining a certificate of occupancy for the
Leased Premises. Tenant agrees that if its occupancy of the Leased Premises is
delayed under the circumstances described in Subparagraph (b) or (c) above, this
Lease shall nonetheless continue in full force and effect. However, any rental
amounts applicable to such period of delay shall be abated and such abatement
shall constitute full settlement of all claims by Tenant against Landlord by
reason of any such delay in possession of the Leased Premises. Tenant's taking
possession of the Leased Premises shall conclusively establish that the
improvements, if any, to be made by Landlord under the terms of this Lease, have
been completed in accordance with the plans and specifications therefor and that
the Leased Premises are in good and satisfactory condition as of the date of
Tenant's possession, unless Tenant notifies Landlord in writing specifying any
defects within ten (10) days after taking possession. Landlord shall use
reasonable diligence to repair promptly such items but Tenant shall have no
claim for damages or rebate or abatement of rent by reason thereof. After the
Commencement Date and upon completion of any necessary repairs as provided
above, Tenant shall, upon demand, execute and deliver to Landlord a letter of
acceptance of the Leased Premises and acknowledgment of the date of the
Commencement Date.
5. BASE RENT AND SECURITY DEPOSIT:

(a) Tenant agrees to pay to Landlord as rent the sum of Five Hundred
-----------Twenty Nine Thousand Three Hundred Eighty and 00/100 dollars ($529,380,00)
- ------------------------------------------------------------subject to adjustment for early or delayed occupancy under the terms hereof.
Such rent shall be payable in monthly amounts of Eight Thousand Eight Hundred
---------------------------Twenty Three and 00/100 Dollars ($8,823,00) each, in advance, without demand
- -----------------------------deduction or offset (sometimes referred to in this Lease as the "Base Rent" or
"Base Rental"). Such rental amounts shall be due and payable to Landlord in
lawful money of the United States of America at the address shown below. An
amount equal to one monthly Base Rental payment shall be due and payable on the
date Tenant executes this Lease and such amount shall be applied to the rent due
for the first complete calendar month occurring after the Commencement Date,
provided that if the Commencement Date should be a date other than the first day
of a calendar month the rent for such partial month shall be prorated. All
succeeding installments of rent shall be due and payable on or before the first
day of each succeeding calendar month during the Lease term. The amount of the
Base Rent shall be adjusted as provided in Paragraph 6 below.
(b) On the date Tenant executes this Lease there shall be due and
payable by Tenant a security deposit in an amount equal to one monthly Base
Rental installment. Such deposit shall be held by Landlord (without any
obligation to pay interest thereon or segregate such monies from Landlord's
general funds) as security for the performance of Tenant's obligations under
this Lease. Tenant agrees to increase such security deposit from time to time so
that it is at all times equal to one monthly Base Rental installment, as
adjusted pursuant to Paragraph 6(a) below. Tenant shall deposit cash with
Landlord in an amount sufficient so to increase the
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security deposit within five (5) days after written demand by Landlord. It is
expressly understood that the security deposit is not an advance payment of
rental or a measure of Landlord's damages in the event of Tenant's default under
this Lease. Upon the occurrence of any event of default by Tenant or breach by
Tenant of its covenants under this Lease, Landlord may, from time to time,
without prejudice to any other remedy provided herein or provided by law, use,
apply, or retain all or part of the security deposit for the payment of any rent
or other sum in default, or for the payment of any other amount which Landlord
may spend or become obligated to spend by reason of Tenant's default, or for
payment of any other amount which Landlord may spend or become obligated to
spend by reason of Tenant default or breach, or to compensate Landlord for any
damage, injury, expense or liability caused to Landlord by such default or
breach. If any portion of the security deposit is so used or applied, Tenant
shall, within five (5) days after written demand therefor, deposit cash with
Landlord in an amount sufficient to restore the security deposit to the amount
required by this Paragraph. Tenant's failure to do so shall be a default under
this Lease. The balance of the security deposit shall be returned by Landlord to
Tenant at such time after termination of this Lease that all of Tenant's
obligations have been fulfilled.
(c) Other remedies for nonpayment of Rent notwithstanding, if the
monthly Base Rental payment is not received by Landlord on or before the tenth
(10th) day of the month for which such rent is due, or if any other payment due
Landlord by Tenant hereunder (such sums being deemed to be additional Rent) is
not received by Landlord on or before the tenth (10th) day of the month next
following the month in which Tenant was invoiced, a service charge of five
percent (5%) of such past due amount shall be additionally due and payable by
Tenant. Such service charge shall be cumulative of any other remedies Landlord
may have for nonpayment of Rent and other sums payable under this Lease.
(d) If three (3) consecutive monthly Rental payments or any five (5)
monthly Rental payments during the Lease term (or any renewal or extension
thereof) are not received by Landlord on or before the tenth (10th) day of the
month for which such Rent was due, the Base Rent hereunder shall automatically
become due and payable by Tenant in advance in quarterly installments equal to
three (3) months' Base Rent each. The first of such quarterly Base Rent payments
shall be due and payable on the first day of the next succeeding calendar month
and on the first day of every third (3rd) calendar month thereafter. This remedy
shall be cumulative of any other remedies of Landlord under this Lease for
nonpayment of Rent.
6. ADDITIONAL RENT:
(a) Taxes, Insurance and Common Area Maintenance
(1) In the event the "Tax, Insurance and Common Area Maintenance
Expenses" (as defined below) of the Building shall in any calendar year during
the term of this Lease exceed the sum of $Base Year 1999 per square foot, then
-------------with respect to such excess (the "Tax, Insurance and Common Area Maintenance
Differential"), Tenant agrees to pay as additional rental Tenant's pro rata

share of the Tax, Insurance and Common Area Maintenance Differential within ten
(10) days following receipt of an invoice from Landlord stating the amount due.
The pro rata share to be paid by Tenant is Twenty and Forty Seven Hundredths
--------------------------------percent (20.47%) subject, however, to adjustment for any expansion of the Leased
----Premises. In the case of a multi-building Project, if such Tax, Insurance and
Common Area Maintenance Expenses are not separately assessed to the Building but
are assessed against the Project as a whole, Landlord shall determine the
portion of such Tax, Insurance and Common Area Maintenance Expenses allocable to
the Building in which the Leased Premises are located.
(2) At or prior to the commencement of this Lease and at any time
during the Lease term, Landlord may deliver to Tenant a written estimate of any
additional rent applicable to the Leased Premises (based on the pro rata share
stated above) which may be anticipated for excess Tax, Insurance and Common
Area Maintenance Expenses during the calendar year in which this Lease commences
or for any succeeding calendar year, as the case may be. Based upon such written
estimate, the monthly Base Rental shall be increased by one-twelfth (1/12) of
the estimated additional rent.
(3) Statements showing the actual Tax and Insurance Expenses
(as well as the actual Common Area Maintenance Expenses, as defined in Paragraph
6(b) below) and Tenant's proportionate share thereof (hereinafter referred to as
the "Statement of Actual Adjustment") shall be delivered by Landlord to Tenant
after any calendar year in which additional rental was paid or due by Tenant.
Within ten (10) days after the delivery by Landlord to Tenant of such Statement
of Actual Adjustment, Tenant shall pay Landlord the amount of any additional
rental shown on such statement as being due and unpaid. If such Statement of
Actual Adjustment shows that Tenant has paid more than the amount of additional
rental actually due from Tenant for the preceding calendar year and if Tenant is
not then in default under this Lease, Landlord shall credit the amount of such
excess to the next Base Rental installment due from Tenant.
(4) "Tax and Insurance Expenses" shall mean: (i) all ad valorem,
rental, sales, use, and other taxes (other than Landlord's income taxes),
special assessments, and other governmental charges, and all assessments due to
deed restrictions and/or owner's associations which accrue against the Building
during the term of this Lease; and (ii) all insurance premiums paid by Landlord
with respect to the Building including, without limitation, public liability,
casualty, rental, and property damage insurance.
(b) Common Area Maintenance
(1) "Common Area Maintenance Expenses" shall mean all expenses
(other than the Tax and Insurance Expenses described above) incurred by Landlord
for the maintenance, repair, and operation of the Building, (excluding only
structural soundness of the roof, foundation and exterior walls) including, but
not limited to, management fees, utility expenses (if not separately metered),
maintenance and repair costs, sewer, landscaping, trash and security costs (if
furnished by Landlord), wages and fringe benefits payable to employees of
Landlord whose duties are connected with the operation and maintenance of the
Building, amounts paid to contractors or subcontractors for work or services
performed in connection with the operation and maintenance of the Building, all
services, supplies, repairs, replacements or other expenses for maintaining,
repairing, and operating the Building, including without limitation common areas
and parking areas and roof, exterior wall and foundation work that is not
related to structural soundness.
(2) The term "Common Area Maintenance Expenses" does not include
the cost of any capital improvement to the Building other than the reasonably
amortized cost of capital improvements which result in the reduction of
Insurance Expenses or Common Area Maintenance Expenses. Further, the term
"Common Area Maintenance Expenses" shall not include repair, restoration or
other work occasioned by fire, windstorm or other casualty with respect to which
Landlord actually receives insurance proceeds, income and franchise taxes of
Landlord, expenses incurred in leasing to or procuring of tenants, leasing
commissions, advertising expenses, expenses for the renovating of space for new
tenants, interest or principal payments on any mortgage or other indebtedness of
Landlord, compensation paid to any employee of Landlord above the grade of
building superintendent, or depreciation allowance or expense.
(c) If the Commencement Date of this Lease is a day other than the
first day of a month, or if the Termination Date is a day other than the last
day of a month, the amount shown as due by Tenant on the Statement of Actual
Adjustment shall reflect a proration based on the ratio that the number of
days this Lease was in effect during such month bears to the actual number of
days in said month.
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(d) The failure of Landlord to exercise its rights hereunder to
estimate expenses and require payment of same as additional rental shall not
constitute a waiver of such rights which rights may be exercised from time to

time at Landlord's discretion.
(e) If the nature of Tenant's business or use of the Leased Premises
is such that additional costs are incurred by Landlord for cleaning, sanitation,
trash collection or disposal services, Tenant agrees to pay as additional rental
to Landlord the amount of such additional costs upon demand.
7. TENANT REPAIRS AND MAINTENANCE:
(a) Tenant shall maintain all parts of the Leased Premises and their
appurtenances (except those for which Landlord is expressly responsible under
this Lease) in good, clean and sanitary condition at its own expense. Tenant
shall promptly make all necessary repairs and replacements to the Leased
Premises, including but not limited to, electric light lamps or tubes, windows,
glass and plate glass, interior and exterior doors, any special office entry,
interior walls and finish work, floors and floor coverings, (Intentionally
Deleted) heating and air conditioning systems, dock boards, truck doors, dock
bumpers, plumbing work and fixtures other than common building sewage lines.
Tenant shall be obligated to repair wind damage to glass caused by events other
than hurricanes or tornadoes. Otherwise, however, Tenant shall not be obligated
to repair any damage caused by fire, hurricane, tornado or other casualty
covered by the insurance maintained by Landlord.
(b) Tenant shall not damage or disturb the integrity, structural
soundness, or support of any wall, roof, or foundation of the Leased Premises.
Any damage to these walls caused by Tenant or its employees, agents or invitees
shall be promptly repaired by Tenant at its sole cost and expense.
(c) Landlord shall have the right to coordinate any repairs and other
maintenance of any rail tracks serving or to serve the Project, and if Tenant
uses such rail tracks, Tenant shall reimburse Landlord from time to time upon
demand for a share of the cost of such repairs and maintenance and any other
sums specified in any agreement to which Landlord is a party respecting such
tracks. Tenant's share of such costs shall be additional rent and shall reflect
a proration based on the ratio that the space contained in the Leased Premises
bears to the entire space occupied by rail users in the Project.
(d) Tenant shall, at its own cost and expense, enter into a regularly
scheduled preventive maintenance/service contract with a maintenance contractor
for servicing all heating and air conditioning systems and equipment within the
Leased Premises. The maintenance contractor and the contract must be approved by
Landlord. The service contract must include all services suggested by the
equipment manufacturer within the operation/maintenance manual and must become
effective (and a copy delivered to Landlord) within thirty (30) days of the date
Tenant takes possession of the Leased Premises. If Tenant fails to enter into
such service contract as required, Landlord shall have the right to do so on
Tenant's behalf and Tenant agrees to pay Landlord the cost and expense of same
upon demand.
(e) Tenant shall pay all charges for pest control and extermination
within the Leased Premises.
(f) At the termination of this Lease, Tenant shall deliver the Leased
Premises "broom clean" to Landlord in the same good order and condition as
existed at the Commencement Date of this Lease, ordinary wear, natural
deterioration beyond the control of Tenant, damage by fire, tornado or other
casualty excepted.
(g) Not in limitation on the foregoing, it is expressly understood
that Tenant shall repair and pay for all damage caused by the negligence of
Tenant, Tenant's employees, agents or invitees, or caused by Tenant's default
hereunder. All requests for repairs or maintenance that are the responsibility
of Landlord under this Lease must be made in writing to Landlord at the address
set forth below.
8. LANDLORD'S REPAIRS: Landlord shall be responsible, at its expense, only
for the structural soundness of the roof, foundation and exterior walls of the
Building. Any repair to the roof, foundation or exterior walls occasioned by the
act or omission of Tenant, or its agents, employees, guests or invitees shall be
the responsibility of Tenant. The term "walls" as used in this Paragraph 8 shall
not include windows, glass or plate glass, interior doors, special store fronts,
office entries or exterior doors. Landlord's liability with respect to any
defects, repairs or maintenance for which Landlord is responsible at its expense
under this Lease shall be limited to the cost of such repairs or maintenance or
the curing of such defect. As expenses included in Common Area Maintenance
Expenses, Landlord will be responsible for landscaping and maintenance of common
areas and parking areas, exterior painting, and common sewage line plumbing.
Tenant shall immediately give Landlord written notice of defects or need for
repairs, after which Landlord shall have a reasonable opportunity to repair same
or cure such defect. Landlord shall not be required to perform any covenant or
obligation of this Lease, or be liable in damages to Tenant, so long as the
performance or non-performance of the covenant or obligation is delayed, caused
by, or prevented by an act of God or force majeure. An "act of God" or "force
majeure" is defined for purposes of this Lease as strikes, lockouts, sit-downs,
material or labor restrictions by any governmental authority, riots, floods,

washouts, explosions, earthquakes, fire, storms, acts of the public enemy, wars,
insurrections and any other similar cause not reasonably within the control of
Landlord, and which by the exercise of due diligence Landlord is unable, wholly
or in part, to prevent or overcome.
9. UTILITY SERVICE: Tenant shall pay the cost of all utility services,
including, but not limited to, initial connection charges and all charges for
gas, water, and electricity used on the Leased Premises. If the Leased Premises
are separately metered, Tenant shall pay such costs directly to the appropriate
utility company. Otherwise, Tenant shall pay such costs pursuant to Paragraph
6(b) above. Tenant shall pay all costs caused by Tenant introducing excessive
pollutants into the sanitary sewer system, including permits, fees and charges
levied by any governmental subdivision for any pollutants or solids other than
ordinary human waste. If Tenant can be clearly identified as being responsible
for obstructions or stoppage of the common sanitary sewage line, the Tenant
shall pay the entire cost thereof, upon demand, as additional rent. Tenant shall
be responsible for the installation and maintenance of any dilution tanks,
holding tanks, settling tanks, sewer sampling devices, sand traps, grease traps
or similar devices which may be required by the appropriate governmental
subdivision for Tenant's use of the sanitary sewer system. Tenant shall also pay
all surcharges (i.e. charges in excess of normal charges) levied due to
Tenant's abnormal use of sanitary sewer or waste removal services so that no
such surcharges shall affect Landlord or other tenants in the Project under
Paragraph 6(b) above.
10. SIGNS: No sign, door plaques, advertisement, or notice shall be
displayed, painted or affixed by Tenant on any part of the Project or Building,
parking facilities, or Leased Premises without prior written consent of
Landlord, such consent not to be unreasonable withheld. The color, size,
-------------------------------------------character, style, material, and placement shall be approved by Landlord, and
subject to any applicable governmental laws, ordinances, regulations, project
specifications, and other requirements. Sign on doors and entrances to the
Leased Premises, if approved by Landlord, shall be placed thereon by a
contractor approved by Landlord and paid for by Tenant. Tenant shall remove all
such signs at the termination of this lease. Such installations and removals
shall be made in such manner as to avoid injury or defacement of the Project and
other improvements, and Tenant, at its sole expense, shall repair any injury or
defacement, including, without limitation, any discoloration caused by such
installation and/or removal.
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11. USAGE: Tenant warrants and represents to Landlord that the Leased
Premises shall be used and occupied only for the purpose of general
------office/distribution and wholesale of security alarms and related products. Any
- ------------------------------------------------------------------------change in the stated usage purposes or in the scope or extent of such usage as
previously described to Landlord by Tenant shall be subject to the prior written
approval of Landlord. Tenant shall occupy the Leased Premises, conduct its
business and control its agents, employees, invitees and visitors in a lawful
and reputable way and as not to create any nuisance or otherwise interfere with,
annoy or disturb any other tenant in its normal business operations or Landlord
in its management of the project. Tenant shall not commit, or allow to be
committed, any waste on the Leased Premises.
12. INSURANCE:
(a) Tenant shall not permit the Leased Premises to be used in any way
which would, in the opinion of Landlord, be hazardous or which would in any way
increase the cost of or render void the fire insurance on improvements or
contents in the Project belonging to Landlord or other tenants. If at any time
during the term of this Lease the State Board of Insurance or other insurance
authority disallows any of Landlord's sprinkler credits or imposes an additional
penalty or surcharge in Landlord's insurance premiums because of Tenant's
original or subsequent placement or use of storage racks or bins, method of
storage, or nature of Tenant's inventory or any other act of Tenant, Tenant
agrees to pay as additional rental the increase in Landlord's insurance
premiums. If an increase in the fire and extended coverage premiums paid by
Landlord for the Building in which Tenant occupies space is caused by Tenant's
use or occupancy of the Leased Premises; or if Tenant vacates the Leased
Premises and causes an increase, then Tenant shall pay as additional rental the
amount of such increase to Landlord.
(b) Tenant shall procure and maintain throughout the term of this
Lease a policy or policies of insurance, at its sole cost and expense, insuring
both Landlord and Tenant against all claims, demands or actions arising out of
or in connection with: (i) the Leased Premises; (ii) the condition of the Leased
Premises; (iii) Tenant's operations in and maintenance and use of the Leased
Premises; and (iv) Tenant's Liability assumed under this Lease. The limits of
such policy or policies shall be not less than one million dollars ($1,000,000)
combined single limit coverage per occurrence for injury to persons (including
death) and/or property damage or destruction, including loss of use. All such

policies shall be procured by Tenant from responsible insurance companies
satisfactory to Landlord. Certified copies of such policies, together with
receipts for payment of premiums, shall be delivered to Landlord prior to the
Commencement Date of this Lease. Not less than fifteen (15) days prior to the
expiration date of any such policies, certified copies of renewal policies and
evidence of the payment of renewal premiums shall be delivered to Landlord. All
such original and renewal policies shall provide for at least thirty (30) days
written notice to Landlord before such policy may be cancelled or changed to
reduce insurance coverage provided thereby. Upon request of Landlord, Tenant
further agrees to complete and return to Landlord an insurance questionnaire
(such form to be provided by Landlord) regarding Tenant's insurance coverage and
intended use of the Leased Premises. Tenant warrants and represents that all
information contained in such questionnaire shall be true and correct as of the
date thereof and shall be updated by Tenant from time to time upon Landlord's
request.
13. RELOCATION: Upon request by Landlord during the term of this Lease,
Tenant agrees to relocate to other space in the Building and/or Project
designated by Landlord, provided such other space is as large or larger than the
Leased Premises and has at least the same number of windows. Landlord shall pay
all out-of-pocket expenses of any such relocation, including the expenses of
moving and reconstructing all Tenant furnished and Landlord furnished
improvements. In the event of such relocation, this Lease shall continue in full
force and effect without any change in its terms other than substitution of the
new description of the Leased Premises for the original description set forth in
Paragraph 3 of this Lease.
14. COMPLIANCE WITH LAWS, RULES AND REGULATIONS: Tenant shall comply with
all applicable laws, ordinances, orders, rules and regulations of state,
federal, municipal, or other agencies or bodies relating to the use, condition
and occupancy of, and business conducted on, the Leased Premises, including
without limitation, the Resource Conservation and Recovery Act, the
Comprehensive Environmental Response Act, and the rules, regulations and
directives of the U.S. Environmental Protection Agency. Tenant shall also comply
with the rules of the Project which may hereafter be adopted by Landlord.
Landlord shall have the right at all times to change the rules and regulations
of the Project or to amend them in any reasonable manner as may be deemed
advisable for the safety, care, cleanliness, and good order of the Project and
Leased Premises. All rules and regulations of the Project and any changes or
amendments thereto will be sent by Landlord to Tenant in writing and shall
thereafter be carried out and observed by Tenant.
15. ASSIGNMENT AND SUBLETTING: The Tenant agrees not to assign, transfer,
or mortgage this Lease or any right or interest therein, or sublet the Leased
Premises or any part thereof, without the prior written consent of Landlord. No
assignment or subletting made with the consent of Landlord shall relieve Tenant
of its obligations hereunder, and Tenant shall continue to be liable as a
principal (and not as a guarantor or surety) to the same extent as though no
assignment or sublease had been made. Consent by Landlord to an assignment or
sublease shall not be construed to be consent to any additional assignment or
subletting. Each such successive act shall require similar consent of Landlord.
Landlord shall be reimbursed by Tenant for any costs or expenses incurred as a
result of Tenant's request for consent to any such assignment or subletting. In
the event Tenant subleases the Leased Premises, or any portion thereof, or
assigns this Lease with the consent of the Landlord at an annual Base Rental
exceeding that stated herein, such excess shall be paid by Tenant to Landlord as
additional rental hereunder within ten (10) days after receipt by Tenant. Upon
the occurrence of an "event of default" as defined below, if all or any part of
the Leased Premises are then assigned or sublet, Landlord may, in addition to
any other remedies provided by this Lease or provided by law, collect directly
from the assignee or subtenant all rents due to Tenant. Landlord shall have a
security interest in all properties on the Leased Premises to secure payment of
such sums. Any collection directly by Landlord from the assignee or subtenant
shall not be construed, however, to constitute a novation or release of Tenant
from the further performance of its obligations under this Lease.
Notwithstanding the foregoing, it is expressly agreed that if this Lease is
assigned to any person or entity pursuant to the provisions of the Bankruptcy
Code, 11 U.S.C. (S) 101 et esp. (the "Bankruptcy Code"), any and all monies or
other considerations payable or otherwise to be delivered in connection with
such assignment shall be paid or delivered to Landlord, shall be and remain the
exclusive property of Landlord and shall not constitute property of Tenant or of
the estate of Tenant within the meaning of the Bankruptcy Code. Any and all
monies or other considerations constituting Landlord's property under the
preceding sentence not paid or delivered to Landlord shall be held in trust for
the benefit of Landlord and be promptly paid or delivered to Landlord. Any
person or entity to which this Lease is assigned pursuant to the provisions of
the Bankruptcy Code shall be deemed without further act or deed to have assumed
all of the obligations arising under this Lease on and after the date of such
assignment. Any such assignee shall upon demand execute and deliver to Landlord
an instrument confirming such assumption.
16. ALTERATIONS AND IMPROVEMENTS:
(a) Tenant shall not make or perform, or permit the making or
performance of, any initial or subsequent tenant finish work or any alterations,

installations, decorations, improvements, additions or other physical changes in
or about the Leased Premises (referred to collectively as "Alterations")
without Landlord's prior consent. Landlord agrees not to withhold its consent
unreasonably to any nonstructural Alterations proposed
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to be made by Tenant to adapt the Leased Premises for Tenant's business
purposes. Notwithstanding the foregoing provisions or Landlord's consent to any
Alterations, all Alterations shall be made and performed in conformity, with and
subject to the following provisions: All Alterations shall be made and performed
at Tenant's sole cost and expense and at such time and in such manner as
Landlord may from time to time reasonably designate. Alterations shall be made
only by contractors or mechanics approved by Landlord, such approval not to be
unreasonably withheld. No Alteration shall affect any part of the Building other
than the Leased Premises or adversely affect any service required to be
furnished by Landlord to Tenant or to any other tenant or occupant of the
Building or reduce the value of the Building. No alteration shall affect the
outside appearance of the Building. Tenant shall submit to Landlord detailed
plans and specifications (including layout, architectural, mechanical and
structural drawings) for each proposed Alteration and shall not commence any
such Alteration without first obtaining Landlord's written approval of such
plans and specifications. Prior to the commencement of each proposed Alteration.
Tenant shall furnish to Landlord duplicate original policies of worker's
compensation insurance covering all persons to be employed in connection with
such Alterations, including those to be employed by all contractors and
subcontractors and comprehensive public liability insurance (including property
damage coverage) in which Landlord, its agents, and any lessor under any ground
or underlying lease, and any mortgagee of the Building shall be named as parties
insured, which policies shall be issued by companies, and shall be in form and
amounts, satisfactory to Landlord and shall be maintained by Tenant until the
completion of such Alteration. If Landlord shall require Tenant to assure
payment of all costs of such alterations, prior to commencement of any approved
Alteration, Tenant shall cause to be issued and delivered to Landlord an
irrevocable documentary letter of credit or payment bond in the full amount of
the cost of the said approved Alterations issued by a substantial banking
institution reasonably acceptable to Landlord payable in whole or in part, from
time to time to the order of Landlord upon written demand accompanied by
Landlord's certification that Tenant has defaulted with respect to the
obligation secured thereby. The term of the letter of credit shall be from date
of issuance through ninety (90) days after completion of construction of the
approved Alterations. Tenant shall cause its contractor to provide Landlord with
a certificate of completion of the Alterations and a bills paid affidavit and
full lien waiver; and upon receipt of same, and no fewer then thirty-one (31)
days following completion if Tenant is not in default hereunder. Landlord shall
return the letter of credit to Tenant unused end endorsed for cancellation.
Tenant shall, if requested by Landlord at the time of Landlord's consent to the
Alterations, agree to restore the Leased Premises at the termination of this
Lease to their condition prior to making such Alterations. All permits,
approvals and certificates required by all governmental authorities shall be
timely obtained by Tenant and submitted to Landlord. Notwithstanding Landlord's
approval of plans and specifications for any Alterations, all Alterations shall
be made and performed in full compliance with applicable laws, orders and
regulations of Federal, State, County, and Municipal authorities and with all
directions, pursuant to law, of all public officers, and with all applicable
rules, orders, regulations and requirements of the Dallas Board of Fire
Underwriters or any similar body. All alterations shall be made and performed in
accordance with the Building rules. All materials and equipment to be
incorporated in the Leased Premises as a result of all Alterations shall be new
and first quality. No such materials or equipment shall be subject to any lien,
encumbrance, chattel mortgage or title retention or security agreement. If such
Alterations are being performed by Tenant in connection with Tenant's initial
occupancy of the Leased Premises, Tenant agrees to make proper application for,
and obtain, a certificate of occupancy from the city in which the Leased
Premises are located. Tenant shall furnish such certificate to Landlord promptly
after issuance of same.
(b) Tenant shall not at any time prior to or during the term of this
Lease, directly or indirectly employ or permit the employment of, any
contractor, mechanic, or laborer in the Leased Premises, whether in connection
with any Alteration or otherwise, if such employment will interfere or cause any
conflict with other contractors, mechanics, or laborers engaged in the
construction, maintenance or operation of the Building by Landlord, Tenant, or
other. In the event of any such interference or conflict. Tenant, upon demand of
Landlord, shall cause all contractors, mechanics, or laborers causing such
interference or conflict to leave the Building immediately.
(c) All appurtenances, fixtures, improvements, and other property
attached to or installed in the Leased Premises, whether by Landlord or Tenant
or others, and whether at Landlord's expense or Tenant's expense, or the joint
expense of Landlord and Tenant, shall be and remain the property of Landlord,
except that any such fixtures, improvements, additions, and other property which
have been installed at the sole expense of Tenant and which are removable
without material damage to the Leased Premises shall be and remain the property

of Tenant. At Landlord's option, Tenant shall remove any property belonging to
Tenant at the end of the term hereof, and Tenant shall repair or, at Landlord's
option, shall pay to Landlord the cost of repairing any damage arising from such
removal. Any replacements of any property of Landlord, whether made at Tenant's
expense or otherwise, shall be and remain the property of Landlord.
17. CONDEMNATION:
(a) If, during the term (or any extension or renewal) of this Lease,
all or a substantial part of the Leased Premises are taken for any public or
quasi-public use under any governmental law, ordinance or regulation, or by
right of eminent domain or by private purchase in lieu thereof, and the taking
would prevent or materially interfere with the then current use of the Leased
Premises, this Lease shall terminate and the Rent shall be abated during the
unexpired portion of this Lease effective on the date physical possession is
taken by the condemning authority.
(b) If a portion of the Leased Premises is taken as described above
and this Lease is not terminated as provided in subparagraph (a) above, the Rent
payable under this Lease during the unexpired portion of the term shall be
adjusted to such an extent as may be fair and reasonable under the
circumstances.
(c) In the event of such taking or private purchase in lieu thereof,
Landlord and Tenant shall each be entitled to receive any sums separately
awarded to each party by the condemning authority. In the event separate awards
to Landlord and Tenant are not made, Landlord shall be entitled to receive any
and all sums by the condemning authority.
18. FIRE AND CASUALTY:
(a) If the Building should be damaged or destroyed by fire, tornado,
or other casualty, Tenant shall give immediate written notice thereof to
Landlord.
(b) If the Building should be totally destroyed by fire, tornado, or
other casualty, or if it should be so damaged thereby that rebuilding or repairs
cannot in Landlord's estimation be completed within one hundred eighty (180)
days after the date on which Landlord is notified by Tenant of such damage, this
Lease shall terminate and the Rent shall be abated during the unexpired portion
of this Lease, effective upon the date of occurrence of such damage.
(c) If the Building should be damaged by any peril covered by the
insurance maintained by Landlord, but only to such extent that rebuilding or
repairs can in Landlord's estimation be completed within one hundred eighty
(180) days after the date on which Landlord is notified by Tenant of such
damage, this Lease shall not terminate and Landlord shall, to the extent of
insurance proceeds received, then proceed with reasonable diligence to rebuild
and repair the Building to substantially the same condition in which it existed
prior to such damage. Landlord shall not be required, however, to rebuild,
repair, or replace any part of the partitions, fixtures, additions, and other
improvements which may have been placed in, on, or about the Lease
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Premises by Tenant. If the Leased Premises are untenantable in whole or in part
following such damage, the Rent payable hereunder during the period in which
they are untenantable shall be reduced to such extent as may be fair and
reasonable under all of the circumstances. If Landlord should fail to complete
such repairs and rebuilding within one hundred eighty (180) days after the date
on which Landlord is notified by Tenant of such damage, Tenant may terminate
this Lease by delivering written notice of termination to Landlord. Such
termination shall be Tenant's exclusive remedy and all rights and obligations of
the parties under this Lease shall then cease. Notwithstanding the foregoing
provisions of this subparagraph (c), Tenant agrees that if the Leased Premises,
the Building and/or Project are damaged by fire or other casualty caused by the
fault or negligence of Tenant or Tenant's agents, employees or invitees, Tenant
shall have no option to terminate this Lease, even if the damage cannot be
repaired within one hundred eighty (180) days, and the Rent shall not be abated
or reduced before or during the repair period.
(d) Notwithstanding anything herein to the contrary, if the holder of
any indebtedness secured by a mortgage or deed of trust covering the Building
and/or Project requires that the insurance proceeds be applied to such
indebtedness, then Landlord shall have the right to terminate this Lease by
delivering written notice of termination to Tenant within fifteen (15) days
after such requirement is made. All rights and obligations under this Lease
shall then cease.
19. CASUALTY INSURANCE: Landlord shall at all times during the term of this
Lease maintain a policy or policies of insurance with the premiums paid in
advance, issued by and binding upon some solvent insurance company, insuring the
Building against loss or damage by fire, explosion, or other hazards and
contingencies. Landlord shall not be obligated, however, to insure any personal

property (including, but not limited to any furniture machinery goods or
supplies) of Tenant or which Tenant may have in the Leased Premises or any
fixtures installed by or paid for by Tenant upon or within the Leased Premises
or any improvements which Tenant may construct or install on the Leased Premises
or any signs identifying Tenant's business located on the exterior of the
Building.
20. WAIVER OF SUBROGATION: To the extent that Landlord or Tenant receives
casualty insurance proceeds, such recipient hereby waives and releases any and
all rights, claims, demands and causes of action such recipient may have against
the other on account of any loss or damage occasioned to such recipient or its
businesses real and personal properties, the Leased Premises, the Building, the
Project, or its contents arising from any risk or peril covered by any insurance
policy carried by either party. Inasmuch as the above mutual waivers will
preclude the assignment of any such claim by way of subrogation (or otherwise)
to an insurance company (or any other person), each party hereto hereby agrees
immediately to give to its respective insurance companies written notice of the
terms of such mutual waivers and to have their respective insurance policies
properly endorsed, if necessary, to prevent the invalidation of such insurance
coverages by reason of such waivers. This provision shall be cumulative of
Paragraph 21 below.
21. HOLD HARMLESS: Landlord shall not be liable to Tenant, Tenant's
employees, agents, invitees, licensees or visitors, or to any other person, for
any injury to person or damage to property on or about the Leased Premises or
the Project caused by the negligence or misconduct of Tenant, its agents,
employees, invitees, or of any other persons entering upon the Leased Premises
or the Project under express or implied invitation by Tenant. Tenant agrees to
indemnify and hold Landlord harmless from any and all loss, attorney's fees,
expenses, or claims arising out of any such damage or injury.
22. QUIET ENJOYMENT: Landlord warrants that it has full right to execute
and to perform this Lease and to grant the estate demised and that Tenant, upon
payment of the required Rent and performing the covenants and agreements
contained in this Lease, shall peaceably and quietly have, hold, and enjoy the
Leased Premises during the full term of this Lease, including any extensions or
renewals thereof.
23. LANDLORD'S RIGHT OF ENTRY: Landlord shall have the right, at all
reasonable hours, to enter the Leased Premises for the following reasons:
inspection, cleaning or making repairs, making such alterations or additions as
Landlord may deem necessary or desirable; installation of utility lines
servicing the Leased Premises or any other space in the Building; determining
Tenant's use of the Leased Premises, or for determining if any act of default
under this Lease has occurred. Landlord shall give twenty-four (24) hours
written notice to Tenant prior to such entry, except in cases of emergency when
Landlord may enter the Leased Premises at any time and without prior notice.
During the period that is six (6) months prior to the end of the Lease term,
Landlord and Landlord's agents and representatives shall have the right to enter
the Leased Premises at any reasonable time during business hours, without
notice, for the purpose of showing the Leased Premises and shall have the right
to erect on the Leased Premises a suitable sign indicating the Leased Premises
are available for lease. Tenant shall give written notice to Landlord at least
thirty (30) days prior to vacating the Leased Premises and shall arrange to meet
with Landlord for a joint inspection of the Leased Premises prior to vacating.
In the event of Tenant's failure to give such notice or arrange such joint
inspection, Landlord's inspection at or after Tenant's vacating the Leased
Premises shall be conclusively deemed correct for purposes of determining
Tenant's responsibility for repairs and restoration.
24. ASSIGNMENT OF LANDLORD'S INTEREST IN LEASE: Landlord shall have the
right to transfer and assign, in whole or in part, its rights and obligations
with respect to the Project and premises that are the subject of this Lease,
including Tenant's security deposit. In such event, Landlord shall be released
from any further obligation under this Lease and Tenant agrees to look solely to
Landlord's successor for the performance of such obligations.
25. LANDLORD'S LIEN: In addition to any statutory lien for Rent in
Landlord's favor. Landlord shall have and Tenant hereby grants to Landlord a
continuing security interest for all Rentals and other sums of money becoming
due under this Lease from Tenant, upon all goods, wares, equipment, fixtures,
furniture, inventory, accounts, contract rights, and other personal property of
Tenant situated on or arising from the Leased Premises. Such property shall not
be removed without the consent of Landlord, which consent may be withheld by
Landlord without cause so long as any of Tenant's duties or obligations
hereunder have not been fully performed. In the event of a default under this
Lease, Landlord shall have, in addition to any other remedies provided in this
Lease or by law, all rights and remedies under the Texas Uniform Commercial
Code, including without limitation the right to sell the property described in
the Paragraph at public or private sale upon five (5) days notice to Tenant.
Tenant hereby agrees to execute such financing statements and other instruments
necessary or desirable in Landlord's discretion to perfect the security interest
hereby created. The express contractual lien herein granted, is in addition and
supplementary to any statutory lien for Rent. Landlord agrees to subordinate its
----------------------------------

lien hereunder to Tenant's primary Lender.
- -----------------------------------------26. DEFAULT BY TENANT: The following shall be events of default by Tenant
under this Lease:
(a) Tenant shall fail to pay when due any installment of Rent or other
payment required pursuant to
;
----Tenant shall abandon or vacate any substantial portion of the
--Leased Premises, whether or not
of the Rental payments due under
------- ------this Lease;
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(c) Tenant shall fail to comply with any term, provision or covenant
of this Lease, other than the defaults listed in this paragraph 26, and the
failure is not cured within ten (10) days after written notice thereof to
Tenant;
(d) Tenant shall file a petition or be adjudged a debtor or bankrupt
or insolvent under the National Bankruptcy Code, as amended, or any similar law
or statute of the United States or any state; or a receiver or trustee shall be
appointed for all or substantially all of the assets of Tenant; or Tenant shall
make a transfer in fraud of creditors or shall make an assignment for the
benefit of creditors;
(e) Tenant shall do or permit to be done any act which results in a
lien being filed against the Leased Premises.
27. REMEDIES FOR TENANT'S DEFAULT: Upon the occurrence of any event of
default set forth in this Lease, Landlord shall have the option to pursue any
one or more of the following remedies without any prior notice or demand;
(a) Landlord may terminate this Lease, in which event Tenant shall
immediately surrender the Leased Premises to Landlord, and if Tenant fails to do
so, Landlord may, without prejudice to any other remedy which it may have, enter
upon and take possession of the Leased Premises, and expel or remove Tenant and
any other person who may be occupying all or any part of the Leased Premises.
Landlord shall not be liable for prosecution or any claim for damages as a
result of such actions. Tenant agrees to pay on demand the amount of all losses,
costs, expenses, deficiencies, and damages, including, without limitation,
reconfiguration expenses, rental concessions and other inducements to new
tenants, advertising expenses and broker's commissions, which Landlord may incur
or suffer by reason of Tenant's default or the termination of the Lease under
this subparagraph, whether through inability to relet the Leased Premises on
satisfactory terms or otherwise. Tenant acknowledges that its obligation to pay
Base Rent and all additional Rent hereunder is not only compensation for use of
the Leased Premises but also compensation for sums already expended and/or being
expended by Landlord with respect to its obligations hereunder and with respect
to the Leased Premises, and Tenant acknowledges that Tenant's default in timely
payment of all sums due hereunder shall constitute significant financial loss to
Landlord. Tenant further acknowledges that any failure to pay any sum due
hereunder shall evidence Tenant's inability to meet its debts as they become
due. In such event, in addition to Landlord's other remedies hereunder, Landlord
shall be entitled to accelerate all Base Rental remaining unpaid hereunder, the
entirety of which shall, at the option of Landlord be immediately due and
payable.
(b) Landlord may enter upon and take possession of the Leased Premises
and expel or remove Tenant and any other person who may be occupying all or any
part of the Leased Premises (without being liable for prosecution or any claim
for damages therefor) and relet the Leased Premises on behalf of Tenant and
receive directly the rent of the reletting. Tenant agrees to pay Landlord on
demand any deficiency that may arise by reason of any reletting of the Leased
Premises and to reimburse Landlord on demand for any losses, costs, and
expenses, including without limitation, reconfiguration expenses, rental
concessions and other inducements to new tenants, advertising costs or broker's
commissions, which Landlord may incur or suffer as a result of Tenant's default
or in reletting the Leased Premises. Tenant further agrees to reimburse Landlord
for any expenditures made by it for remodeling or repairs necessary in order to
relet the Leased Premises. In the event Landlord is successful in reletting the
Leased Premises at a rental in excess of that agreed to be paid by Tenant
pursuant to this Lease, Landlord and Tenant agree that Tenant shall not be
entitled, under any circumstances, to such excess rental, and Tenant does hereby
specifically waive any claim to such excess rental.
(c) Landlord may enter upon the Leased Premises (without being liable
for prosecution or any claim for damages therefor) and do whatever Tenant is
obligated to do under the terms of this Lease. Tenant agrees to reimburse
Landlord on demand for any losses, costs and expenses which Landlord may incur

in effecting compliance with Tenant's obligations under this Lease. Tenant
further agrees that Landlord shall not be liable for any damages resulting to
Tenant from effecting compliance with Tenant's obligations under this
subparagraph, whether caused by the negligence of Landlord or otherwise.
(d) Landlord may pursue any remedy provided at law or in equity.
(e) Landlord shall have no duty to relet the Premises, and the failure
of Landlord to do so shall not release or affect Tenant's liability for Rentals
and other charges due hereunder or for damages.
(f) No re-entry or reletting of the Premises or any filing or service
of an unlawful detainer action or similar action shall be construed as an
election by Landlord to terminate Tenant's right to possession under this Lease
unless a written notice of such intention is given by Landlord to Tenant.
Notwithstanding any such reletting without termination. Landlord may at any time
thereafter elect to terminate this Lease and Tenant's right to possession
hereunder.
28. TERMINATION OF OPTIONS: If there exist any options or special rights
which Landlord may have granted Tenant under this Lease including, but not
limited to, options or rights regarding extensions of the Lease term, expansion
of the Leased Premises, or acquisition of any other interest in the Leased
Premises or the Building, then all such options and rights are independent of
the leasehold estate hereby granted to Tenant by Landlord. Landlord and Tenant
agree and acknowledge that the negotiated consideration for any such options or
special rights is Tenant's entry into this Lease and that no portion of any sums
due and payable by Tenant to Landlord hereunder is attributable thereto. In
addition to, and not in lieu of, the above remedies of Landlord for Tenant's
default, any and all such options or special rights shall be automatically
terminated upon the occurrence of the following events:
(a) Tenant shall have failed to pay when due any installment of Rent
or other sums payable under this Lease for any three (3) consecutive months
during the Lease term or any renewal or extension thereof, or for any five (5)
months during the Lease term or any renewal or extension thereof, whether or not
said defaults are cured by Tenant; or
(b) Tenant shall have received two (2) or more notices of default
under Paragraph 26(c) above with respect to any other covenant of this Lease,
whether or not such default(s) is/are cured; or
(c) Tenant shall have committed or suffered to exist any other event
of default described under Paragraph 26 above, whether or not such default is
cured by Tenant.
29. WAIVER OF DEFAULT OR REMEDY: Failure of Landlord to declare a default
immediately upon its occurrence, or delay in taking any action in connection
with an event of default, shall not be waiver of the default. Landlord shall
have the right to declare the default at any time and take such action as is
lawful or authorized under this Lease. Pursuit of any one or more of the
remedies set forth in Paragraphs 27 or 28 above shall not preclude pursuit of
any one or more of the other remedies provided therein or elsewhere in this
Lease provided by law, nor shall pursuit of any remedy be a forfeiture or waiver
of any Rent or damages accruing to Landlord by reason of the violation of any of
the terms of this Lease. Failure by Landlord to enforce one
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or more of its remedies upon an event of default shall not be construed as a
waiver of the default or of any other violation or breach of any of the terms
contained in this Lease.
30. ATTORNEY'S FEES: In the event any litigation arises hereunder, it is
specifically stipulated that this Lease shall be interpreted and construed
according to the laws of the State in which the Leased Premises are located.
Further, the prevailing party in any such litigation between the parties shall
be entitled to recover, as a part of its judgement, reasonable attorney's fees.
31. HOLDING OVER: Tenant will, at the termination of this Lease by lapse of
time or otherwise, surrender immediate possession to Landlord. If Landlord
agrees in writing that Tenant may hold over after the expiration or termination
of this Lease and if the parties do not otherwise agree, the hold over tenancy
shall be subject to termination by Landlord at any time upon not less than five
(5) days advance written notice, or by Tenant at any time upon not less than
thirty (30) days advance written notice. Further, all of the terms and
provisions of this Lease shall be applicable during the hold over period, except
that Tenant shall pay Landlord from time to time upon demand, as Base Rent for
the period of any hold over, an amount equal to one and one-half times (1-1/2)
the Base Rent in effect on the termination date, computed on a daily basis for
each day of the hold over period, plus all additional rental and other sums due
hereunder. If Tenant shall fail immediately to surrender possession of the
Leased Premises to Landlord upon termination of this Lease, by lapse of time or
otherwise, and Landlord has not agreed to such continued possession as above

provided, then, until Landlord can dispossess Tenant under the terms hereof or
otherwise, Tenant shall pay Landlord from time to time upon demand, as Base Rent
for the period of any such holdover, an amount equal to twice the Base Rent in
effect on the termination date, computed on a daily basis for each day of the
hold over period, plus all additional rental and other sums due hereunder. No
holding over by Tenant, whether with or without consent of Landlord, shall
operate to extend this Lease except as otherwise expressly agreed by the
parties. The preceding provisions of this Paragraph shall not be construed as
Landlord's consent for Tenant to hold over.
32. RIGHTS OF MORTGAGEE: Tenant accepts this Lease subject and subordinate
to any recorded mortgage, deed of trust or other lien presently existing or
hereafter to exist with respect to the Leased Premises. Landlord is hereby
irrevocably vested with full power and authority to subordinate Tenant's
interest under this Lease to any mortgage, deed of trust or other lien hereafter
placed on the Leased Premises, and Tenant agrees upon demand to execute such
additional instruments subordinating this Lease as Landlord or the holder of any
such mortgage, deed of trust, or lien may require. If the interests of Landlord
under this Lease shall be transferred by reason of foreclosure or other
proceedings for enforcement of any mortgage on the Leased Premises. Tenant shall
be bound to the transferee (sometimes called the "Purchaser") under the terms
and conditions of this Lease for the balance of the remaining lease term,
including any extensions or renewals, with the same force and effect as if the
Purchaser were Landlord under this Lease. Tenant further agrees to attorn to the
Purchaser, including the mortgagee under any such mortgage if it be the
Purchaser, as its Landlord. Such attornment shall be effective without the
execution of any further instruments upon the Purchaser succeeding to the
interest of Landlord under this Lease. The respective rights and obligations of
Tenant and the Purchaser upon the attornment, to the extent of the then
remaining balance of the term of this Lease, and any extensions and renewals,
shall be and are the same as those set forth in this Lease. Each such holder of
any mortgage, deed of trust, or lien, and each such Purchaser, shall be a
third-party beneficiary of the provisions of this Paragraph.
33. ESTOPPEL CERTIFICATES: Tenant agrees to furnish within ten (10) days,
from time to time, upon request of Landlord or Landlord's mortgagee, a statement
certifying that Tenant is in possession of the Leased Premises; the Leased
Premises are acceptable; the Lease is in full force and effect; the Lease is
unmodified; Tenant claims no present charge, lien, or claim of offset against
Rent; the Rent is paid for the current month, but is not paid and will not be
paid for more than one month in advance; there is no existing default by reason
of some act or omission by Landlord; and such other matters as may be reasonably
required by Landlord or Landlord's mortgagee.
34. SUCCESSORS: This Lease shall be binding upon and inure to the benefit
of Landlord and Tenant and their respective heirs, personal representatives,
successors and assigns. It is hereby covenanted and agreed that should
Landlord's interest in the Leased Premises cease to exist for any reason during
the term of the Lease, then notwithstanding the happening of such event this
Lease shall nevertheless remain unimpaired and in full force and effect and
Tenant hereunder agrees to attorn to the then owner of the Leased Premises.
35. REAL ESTATE COMMISSION: Tenant represents and warrants that it has
dealt with no broker, agent, or other person in connection with this transaction
and that no other broker, agent, or other person brought about this transaction
other than The Weitzman Group and JSC Realty Services, Inc.; and Tenant agrees
-----------------------------------------------to indemnify and hold Landlord harmless from and against any claims by any other
broker, agent, or other person claiming a commission or other form of
compensation by virtue of having dealt with Tenant with regard to this leasing
transaction. The provisions of this paragraph shall survive the termination of
this Lease.
36. EXPANSION: If during the term of this Lease, Tenant occupies, under a
new written Lease with Landlord, space of a size substantially larger than the
present Leased Premises within any development owned by Landlord, this Lease
shall be terminated upon execution of the Lease for such substitute space.
Notwithstanding the above-stated, Tenant shall remain obligated to pay for any
Rents or other sums due Landlord as a result of Tenant's tenancy hereunder, and
such obligation shall survive the termination of this Lease pursuant to this
Paragraph 36.
37. MECHANIC'S LIENS: Tenant shall have no authority, express or implied,
to create or place any lien or encumbrance of any kind or nature whatsoever
upon, or in any manner to bind, the interest of Landlord in the Leased Premises
or to charge the Rentals payable hereunder for any claim in favor of any person
dealing with Tenant, including those who may furnish materials or perform labor
for any construction or repairs. Each such claim shall affect and each such lien
shall attach to, if at all, only the leasehold interest granted to Tenant by
this Lease. Tenant covenants and agrees that it will pay or cause to be paid all
sums legally due and payable by it on account of any labor performed or
materials furnished in connection with any work performed on the Leased Premises
on which any lien is or can be validly and legally asserted against its
leasehold interest in the Leased Premises or the improvements thereon. Tenant
further agrees to save and hold Landlord harmless from any and all loss, cost,

or expense based on or arising out of asserted claims or liens against the
leasehold estate or against the right, title and interest of the Landlord in the
Leased Premises or under the terms of this Lease. Under no circumstances shall
Tenant be or hold itself out to be the agent or representative of Landlord with
respect to any alteration of the Leased Premises whether or not consented to or
approved by Landlord hereunder.
38. ENTIRE AGREEMENT, AND LIMITATION OF WARRANTIES: It is expressly agreed
by Tenant, as a material consideration for the execution of this Lease, that
this Lease is the entire agreement of the parties and that there are and were no
verbal representations, warranties, understandings, stipulations, agreements, or
promises pertaining to this Lease not incorporated in this Lease. Landlord and
Tenant expressly agree that there are and shall be no implied warranties of
merchantability or fitness or of any other kind
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arising out of this Lease and that Tenant's acceptance of the Leased Premises
shall be "as is". It is likewise agreed that this Lease may not be altered,
waived, amended, or extended except by an instrument in writing signed by both
Landlord and Tenant. Not in limitation upon the foregoing, Landlord agrees that
to the extent assignable, all warranties, if any shall exist, from contractors
or suppliers with respect to the improvements to the Leased Premises hereunder
are hereby assigned to Tenant.
39. MISCELLANEOUS:
(a) Words of any gender used in this Lease shall be held and construed
to include any other gender; and words in the singular number shall be held to
include the plural, unless the context otherwise requires.
(b) Each party agrees to furnish to the other, promptly upon demand, a
corporate resolution, proof of due authorization by partners, or other
appropriate documentation evidencing the due authorization and power of such
party to enter into this Lease.
(c) The captions inserted in this Lease are for convenience only and
in no way define, limit, or otherwise describe the scope or intent of this Lease
or any provision hereof, or in any way affect the interpretation of this Lease.
(d) If any clause or provision of this Lease is illegal, invalid, or
unenforceable under present or future laws effective during the term of this
Lease, then and in that event, it is the intention of the parties hereto that
the remainder of this Lease shall not be effected thereby; and it is also the
intention of the parties to this Lease that in lieu of each clause or provision
of this Lease that is illegal, invalid, or unenforceable there be added as a
part of this Lease a clause as similar in terms to such illegal, invalid, or
unenforceable clause or provision as may be possible and be legal, valid, and
enforceable.
(e) Because the Leased Premises are on the open market and are
presently being shown, this Lease shall be treated as an offer to lease only.
Unless and until this Lease is accepted by Landlord and Tenant in writing and a
fully executed copy delivered to both parties, this offer is subject to
withdrawal or non-acceptance by Landlord and the Leased Premises may be leased
to another party or used for another purpose by Landlord without notice.
(f) All references in this Lease to "the date hereof" or similar
references shall be deemed to refer to the last date, in point of time, on which
all parties hereto have executed this Lease.
(g) If the Commencement Date shall be determined under Paragraphs 4(b)
or (c) of this Lease, Landlord and Tenant shall enter into an agreement in
recordable form setting forth the Commencement Date and Termination Date of the
Lease term.
(h) In the event that Tenant shall fail to perform any duty or
obligation hereunder, whether maintenance, repair or replacement of the Leased
Premises, maintenance of insurance, or otherwise, then Landlord may, but shall
in no event be obligated to, without notice of any kind, take such actions as
Landlord deems necessary or appropriate to remedy such Tenant failure, and any
sums expended by Landlord and fair end just compensation for the time and effort
of Landlord shall be deemed additional Rental hereunder due end payable by
Tenant on demand.
(i) If Tenant shall fail to pay, when the same is due and payable, any
Rent, any additional Rent, or any other sum due hereunder, such unpaid amount
shall bear interest from the due date thereof to the date of payment at the
highest non-usurious rate permitted by applicable law.
(j) Landlord does not in any way or for any purpose become a partner
of Tenant in the conduct of its business or otherwise, nor a member of a joint
venture with Tenant.

(k) Tenant shall not record this Lease without the prior written
consent of Landlord. However, upon the request of either party hereto, the other
party shall join in the execution of a memorandum or so-called "short form" of
this Lease for the purposes of recordation.
(l) Time is of the essence in the performance of all the covenants,
conditions, and agreements contained in this Lease.
(m) Any duty, obligation, or debt and any right or remedy arising
hereunder and not otherwise consumated and/or extinguished by the express terms
hereof at or as of the time of termination of this Lease, whether at the end of
the term hereof or otherwise, shall survive such termination as continuing
duties, obligations, and debts of the obligated party to the other or continuing
rights and remedies of the benefitted party against the other.
(n) This Agreement may be executed in one or more counterparts, each
of which counterparts shall for all purposes be deemed to be an original; but
all such counterparts together shall constitute but one instrument.
(o) Attached hereto, marked Exhibit "A" through Exhibit "E", are
certain exhibits to this Lease all of which are hereby incorporated herein by
reference.
(p) Tenant shall be allowed early occupancy of the Leased Premises
upon full lease execution by Landlord and Tenant for the purpose of move in set
up. All terms and conditions of the Lease shall be in full force and effect upon
Tenant taking occupancy with the exception of Base rent. Base Rent shall begin
on the Commencement Date as stated in Paragraph 4.
40. NOTICE:
(a) All Rent and other payments required to be made by Tenant shall be
payable to Landlord at the address set forth below or any other address Landlord
may specify from time to time by written notice delivered to Tenant.
(b) All payments, if any, required to be made by Landlord to Tenant
shall be payable to Tenant at the address set forth below or at any other
address within the United States as Tenant may specify from time to time by
written notice.
(c) Any notice or document required or permitted to be delivered by
this Lease shall be deemed to be delivered (whether or not actually received)
when deposited in the United States Mail, postage prepaid, certified mail, or
return receipt requested, addressed to the parties at the respective addresses
set out below or such other address as hereinafter specified by notice given in
accordance with this paragraph.
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LANDLORD:

TENANT:

Valley View Tech, Inc.

Monitronics International, Inc.

EXECUTED by Landlord and Tenant on the date below stated as their respective
Dates of Execution.
LANDLORD:

TENANT:

Valley View Tech, Inc.
c/o Madison Group
6116 North Central Expwy, Suite 901
Dallas, TX 75206-5130
214-739-2442

Monitronics International, Inc.
2300 Valley View Lane, Suite 300
Farmers Branch, TX

By: /s/ John D. Gourley
------------------------------John D. Gourley

By: /s/ James R. Hull
-------------------------------James R. Hull

Its: Vice President

Its: Chief Executive Officer

Date: 3-18-98

Date: 3/17/99
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EXHIBIT "A"
LEGAL DESCRIPTION
-----------------

Building three (3) situated in Black two (2), Valley View Place Addition, 4th
installment, City of Farmers Branch, Dallas County, Texas. Otherwise known as

2300 Valley View Lane, Valley View Tech Center l, suite 300.
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EXHIBIT "B"
LEASEHOLD IMPROVEMENTS
---------------------Tenant accepts premises in its "As Is" condition, except that Landlord shall
inspect (and repair if necessary) the heating, ventilation and air conditioning
units (HVAC). Landlord shall warrant the HVAC units through July 31, 1999,
provided that Tenant provides Landlord with written evidence that it has entered
into a preventative maintenance contract, as required by paragraph 7(d) of this
lease. Landlord's warranty shall become null and void if Tenant fails to follow
the provisions of paragraph 7(d).
Leasehold Improvements: Beginning upon full lease execution and provided Tenant
is not in default of any term, condition or covenant in the Lease, Landlord will
provide a fifty thousand and no/100 dollars ($50,000.00) construction allowance
for interior modifications to the Tenant's Leased Premises. Such construction
allowance will be based on floor plans approved in writing by Landlord. Tenant
will provide Landlord receipts for the $50,000.00 no later than August 31, 1999,
all at one time, along with full lien waiver releases from each contractor on
the job, and Landlord will reimburse Tenant in one (1) lump sum payment within
thirty (30) days upon receipt of same.
Tenant at its expense is responsible for obtaining a Certificate of Occupancy.
[MAP]
[MAP]
Landlord acknowledges that Tenant, at Tenant's expense will need to bore under
the pavement to lay conduit for fiber optic cabling. Specifically, the conduit
will run from the dirt bed from the northwest corner of Suite 230 (building #2)
north to the dirt bed on the west side of Suite 300 which is the rear of
building #3. See site plan above. Tenant will repair the affected area of the
parking lot at its expense, to Landlord's satisfaction.
No warranty or representative, expressed or implied, is made as to the accuracy
of information contained herein and same is submitted subject to errors,
omissions, change of price or other conditions, or withdrawal without notice.
Dimensions shown on drawing are approximate. Tenant should verify measurements
if and where room dimensions are critical.
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EXHIBIT "C"
RENEWAL OPTION
-------------Provided that at the end of the primary term of this Lease, Tenant not being in
default of any term, condition or covenant contained in this Lease, Tenant (but
not any assignee or sublessee) shall have the right and option to renew this
Lease by written notice to Landlord (by registered mail, return receipt
requested) no later than one hundred eighty (180) days prior to the expiration
of the primary term, for the additional term of Sixty (60) months, under the
same terms, conditions and covenants contained herein except:
1.

Tenant shall have no further renewal options unless expressly granted by
Landlord in writing; and

2.

The Base Rental for the Renewal term shall be equal to prevailing rental
rates for properties of equivalent quality, size, utility and location.
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EXHIBIT "D"
RULES AND REGULATIONS
---------------------

The following Rules and Regulations are prescribed by Landlord in
order to provide and maintain, to the best of Landlord's ability, orderly, clean
and desirable Leased Premises, building and parking facilities for the tenants
therein and to regulate conduct in and use of Leased Premises, the building and
parking facilities in such a manner as to minimize interference by others in the
proper use of Leased Premises by Tenant. In the following Rules and Regulations,
all references to Tenant include not only the Tenant, but, also, Tenant's
agents, servants, employees, invitees, licensees, visitors, assignees, and/or
sublessees:

1. Tenant shall not block or obstruct any of the entries, passages, doors,
hallways, or stairways of building or parking area, or place, empty, or throw
any rubbish, litter, trash, or material of any nature into such areas, or permit
such areas to be used at any time except for ingress or egress of Tenants.
2. Landlord will not be responsible for lost or stolen personal property,
equipment, money, or any article taken from the Leased Premises, building, or
parking facilities regardless of how or when loss occurs.
3. The plumbing facilities shall not be used for any other purpose than that for
which they are constructed, and no foreign substance of any kind shall be placed
therein, and the expense of any breakage, stoppage, or damage resulting from a
violation of this provision shall be borne by Tenant.
4. Tenant shall permit Landlord, during the six (6) months prior to the
termination of this lease to show Leased Premises during business or
non-business hours to prospective lessees and to advertise Leased Premises for
rent.
5. Any additional keys required by Tenant during the term of this lease shall be
requested from Landlord and shall be paid for by Tenant upon delivery of keys to
premises. In the event new locks are requested by Tenant, then all costs
associated with such request (including hardware, installation and keys) shall
be paid by Tenant.
6. The common parking facilities are available for use by any and all Tenants.
Landlord reserves the right to assign or allocate parking in the event of
conflicts, abuse or improper use of these common parking facilities. It is
generally understood that any Tenant should utilize only those parking spaces
immediately adjacent to that Tenant's specific Leased Premises. Tenant
-----acknowledges that its pro rata share of the parking is 30 parking spaces
- -----------------------------------------------------------------------(Intentionally Deleted) parking spaces in the front of the Leased Premises
(Intentionally Deleted) Tenant agrees not to violate its' pro rata share of the
parking. Tenant at its expense may mark ten (10) spaces for its use in front of
the Leased Premises. Tenant acknowledges that Landlord is not required to
"police" the parking areas.
Proper use of the common parking facilities is deemed to be that use
which is occasioned by the normal in and out traffic required by the Tenant, in
the normal course of the Tenant's business operations.
Vehicles that are abandoned, disabled, have expired registration
stickers, obstructing any means of ingress or egress to any Leased Premises, or
in any way a general nuisance or hazard are subject to removal, without notice
by Landlord's designated wrecker and towing service. All costs associated with
such removal shall be at the Tenant's/Vehicle Owner's expense.
7. Tenant shall not use the building, Leased Premises, or parking facilities for
housing, lodging, or sleeping purposes without express consent of Landlord in
writing.
8. No birds or animals shall be brought into or kept in or about the Premises or
any other part of the Building.
9. No sign, placard, picture, advertisement, name or notice shall be inscribed,
displayed or printed or affixed on or to any part of the outside of the Building
without the written consent of Landlord. Landlord shall have the right to remove
any such sign, placard, picture, advertisement, name or notice without notice
to, and at the expense of Tenant.
Tenant shall not place anything, or allow anything to be placed, near
the glass of any window, door, partition, or wall which may appear unsightly
from outside the Leased Premises; Tenant shall not, without prior written
consent of Landlord, cause or otherwise sunscreen any window.
10. Tenant shall not use or keep in the Leased Premises or in the Building, any
kerosene, gasoline or inflammable or combustible fluid or material, or use any
method of heating or air conditioning other than that supplied by Landlord.
11. Tenant shall not use, keep or permit to be used or kept, any foul or noxious
gas or substance in the Leased Premises, or permit or suffer the Leased Premises
to be occupied or used in a manner offensive or objectionable to the Landlord or
other occupant of the Building by reason of notice, odors, and/or vibrations, or
interfere in any way with other tenants or those having business therein, nor
shall any animals or birds brought in or kept in or about the Leased Premises or
the Building.
12. The following acts shall not be allowed or suffered to be done or conditions
to exist upon the Leased Premises or any part thereof:
a.

Any violation of any federal, state, or municipal statute or
ordinance or any regulation, order, or directive, of a

governmental agency, as such statutes, ordinances, regulation,
orders, or directives now exist or may hereafter provide,
concerning the use and safety of the Leased Premises.
b.

Any violation of any certificate of occupancy covering or
affecting the use of the Leased Premises or any part hereof.

c.

Any public or private nuisance.

d.

The display or distribution of drug paraphernalia,, or sexual
paraphernalia, except as the same may be legally dispensed by a
physician or surgeon, dentist or pharmacist, duly licensed to
practice such profession.

e.

The sale or dispensing of alcoholic beverages, except as the same
may be incidental to the permitted use of the Leased Premises, as
provided in the Lease Agreement.

f.

The sale or dispensing of alcoholic beverages on all other
portions of the real property conveyed hereunder, except as the
same shall be only incidental to any business, including
restaurants, hotels or delicatessens which may be hereafter
located on said other portions of the real property hereby
conveyed.

g.

The showing, displaying, viewing, renting or selling of movie
films which would be classified rated as "X-rated" under present
standards or criteria for such classification and rating; and
provided, that insofar as movie films, whether present or future
are shown, displayed, viewed, rented, or sold upon the said real
property, preference shall be given to those films which meet the
standards and criteria presently existing for classification and
rating as "G rated" or "PG rated".

h.

Gambling.

i.

The establishment or maintenance of a bawdy house, bar, nightclub
or tavern.
EXHIBIT "E"

HAZARDOUS SUBSTANCES, TENANT'S COMPLIANCE WITH APPLICABLE REQUIREMENTS
---------------------------------------------------------------------AND COMPLIANCE WITH LAW
----------------------1.0

Hazardous Substances

(a) Reportable Uses Require Consent. The term "Hazardous Substance" as
used in this Lease shall mean any product, substance, chemical, material or
waste whose presence, nature, quantity and/or intensity of existence; use,
manufacture, disposal, transportation, spill, release or effect, either by
itself or in combination with other materials expected to be on the Leased
Premises, is either; (i) potentially injurious to the public health, safety or
welfare, the environment, or the Leased Premises; (ii) regulated or monitored by
any governmental authority; or (iii) a basis for potential liability of Landlord
to any governmental agency or third party under any applicable statute or common
law theory. Hazardous Substance shall include, but not be limited to,
hydrocarbons, petroleum, gasoline, crude oil or any products or by products
thereof, Tenant shall not engage in any activity in or about the Leased Premises
which constitutes a Reportable Use (as hereinafter defined)of Hazardous
Substances without the express prior written consent of Landlord and compliance
in a timely manner (at Tenant's sole cost and expense) with all Applicable
Requirements (as defined in Paragraph 2.0). "Reportable Use" shall mean (i) the
installation or use of any above or below ground storage tank, (ii) the
generation, possession, storage, use, transportation, or disposal of Hazardous
Substance that requires a permit from, or with respect to which a report,
notice, registration or business plan is required to be filed with any
governmental authority, and (iii) the presence in, on or about the Leased
Premises of a Hazardous Substance with respect to which any Applicable Laws
require that a notice be given to persons entering or occupying the Leased
Premises or neighboring properties. Notwithstanding the foregoing, Tenant may,
without Landlord's prior consent, but upon notice to Landlord and in compliance
with all Applicable Requirements, use any ordinary and customary materials
reasonably required to be used by Tenant in the normal course of the permitted
use (as specified in paragraph 11), so long as such use is not a Reportable Use
and does not expose the Leased Premises or neighboring properties to any
meaningful risk of contamination or damage or expose Landlord to any liability
therefor. In addition, Landlord may (but without any obligation to do so)
condition its consent to any Reportable Use of any Hazardous Substance by Tenant
upon Tenant's giving Landlord such additional assurances as Landlord, in its
reasonable discretion, deems necessary to protect itself, the public, the Leased
Premises and the environment against damage, contamination or injury and/or
liability therefor, including but no limited to the installation (and, at

Landlord's option, removal on or before Lease expiration or earlier termination)
of reasonably necessary protective modifications to the Leased Premises (such as
concrete encasements) and/or the deposit of an additional Security Deposit under
Paragraph 5 hereof.
(b) Duty to inform Lessor, if Tenant knows or had reasonable cause to
believe, that a Hazardous Substance has come to be located in, on, under or
about the Leased Premises or the Building, other than as previously consented to
by Landlord, Tenant shall immediately give Landlord written notice thereof,
together with a copy of any statement, report, notice, registration, application
permit, business plan, license, claim, action or proceeding given to or received
from, any governmental authority or private party concerning the presence,
spill, release, discharge of, or exposure to, such Hazardous Substance including
but not limited to all such documents as may be involved in any Reportable Use
involving the Leased Premises, Tenant shall not cause or permit any Hazardous
Substance to be spilled or released in, on, or under or about the Leased
Premises (including, without limitation, through the plumbing or sanitary sewer
system).
(c) Indemnification. Tenant shall indemnify, protect, defend and hold
Landlord, its agents, employees, lenders and ground Landlord, if any and the
Leased Premises, harmless from and against any and all damages, liabilities,
judgements, costs claims, liens, expenses, penalties, loss of permits and
attorneys' and consultants' fees arising out of or involving any Hazardous
Substance brought onto the Leased Premises by or for Tenant or by anyone under
Tenant's control. Tenant's obligations under this Paragraph 1.0(c) shall
include, but not be limited to, the effects of any contamination or injury to
person, property or the environment created or suffered by Tenant, and the cost
of investigation (including consultant's and attorneys' fees and testing),
removal, remediation, restoration and/or abatement thereof, or of any
contamination therein involved and shall survive the expiration or earlier
termination of this Lease. No termination, cancellation or release agreement
entered into by Landlord and Tenant shall release Tenant from its obligations
under this Lease with respect to Hazardous Substances, unless specifically so
agreed by Landlord in writing at the time of such agreement.
2.0 Tenants' Compliance with Requirements. Tenant shall, at Tenant's sole cost
and expense, fully, diligently and in a timely manner, comply with all
"Applicable Requirements", which term is used in this Lease to mean all laws,
rules, regulations, ordinances, directives, covenants, easements and
restrictions of record, permits, the requirements of any applicable fire
insurance underwriter or rating bureau and the recommendations of Landlord's
engineers and/or consultants, relating in any manner to the manner to the Leased
Premises (including but not limited to matters pertaining to (i) industrial
hygiene, (ii) environmental conditions on, in, under or about the Leased
Premises, including soil and groundwater conditions and (iii) the use,
generation, manufacture, production, installation, maintenance, removal,
transportation, storage, spill or release of any Hazardous Substance), now in
effect or which may hereafter come into effect, Tenant shall, within five (5)
days after receipt of Landlord's written request, provide Landlord with copies
of all documents and information, including but not limited to permits,
registration, manifests, applications, reports and certificates, evidencing
Tenant's compliance with any Applicable Requirements specified by Landlord, and
shall immediately upon receipt, notify Landlord in writing (with copies of any
documents involved) of any threatened or actual claim, notice, citation,
warning, compliant or report pertaining to or involving failure by Tenant or the
Leased Premises to comply with any Applicable Requirements.
3.0 Inspection; Compliance with Law. Tenant, Landlord's agents, employees,
contractors and designated representative, and the holders of any mortgages,
deeds of trust or ground leases on the Leased Premises ("Lenders") shall have
the right to enter the Leased Premises at any time in the case of an emergency,
and otherwise at reasonable times, for the purpose of inspecting the condition
of the Leased Premises and for verifying compliance by Tenant with this Lease
and all Applicable Requirements (as defined in Paragraph 2.0) and Landlord shall
be entitled to employ experts and/or consultants in connection therewith to
advise Landlord with respect to Tenant's activities, including but not limited
to Tenant's installation, operation, use, monitoring, maintenance, or removal of
any Hazardous Substance on or from the Leased Premises. The costs and expenses
of any such inspections shall be paid by the party requesting same, unless a
Default or Breach of this Lease by the inspection is requested or ordered by a
governmental authority as the result of any such existing or imminent violation
or contamination, in such case, Tenant shall upon request reimburse Landlord or
Landlord's Lender, as the case may be, for the costs and expenses of such
inspections.

Exhibit 10.44
FIRST AMENDMENT OF LEASE
This First Amendment of Lease is entered into by and between Valley View
Tech. Inc., (hereinafter referred to as "Landlord"), and Monitronics
International, Inc.(hereinafter referred to as, "Tenant").
WHEREAS, Landlord and Tenant entered into that certain lease dated March
18, 1999 (the "Lease") pursuant to which Landlord leased to Tenant approximately
11,830 square feet of lease space located at 2300 Valley View Lane, Suite 300,
Farmers Branch, Texas (the "Leased Premises").
WHEREAS, Landlord and Tenant desire to extend the term of the Lease.
Now, therefore, in consideration of the mutual covenants herein contained
and $10.00 and other good and valuable consideration, it is covenanted and
agreed between the parties that the Lease be modified and amended as follows:
1.

The Termination Date of the Lease shall be extended by twenty (20)
months from April 30, 2004 to December 31, 2005.

2.

a) Base Rental as defined in paragraph 5 of the Lease shall be:
May 1, 2004 - December 31, 2005 @ $8,873.00 per month

3.

In the event of conflict between this First Amendment of Lease and the
Lease, the terms of this First Amendment of Lease shall prevail.

4.

Except as modified herein, all other terms and conditions of the Lease
between the parties above described shall continue in full force and
effect.

IN WITNESS WHEREOF, the parties hereto have executed this First Amendment of
Lease as of the date last stated below.
LANDLORD:

TENANT:

Valley View Tech, Inc.

Monitronics International, Inc.

By: /s/ John D. Gourley
--------------------------------John D. Gourley

By: /s/ James R. Hull
-------------------------------James R. Hull

Its: Vice President

Its: Chief Executive Officer

Date: 4/24/00

Date: 4/17/00

Exhibit 10.45
Standard Commercial Lease Agreement
1986
COMMERCIAL LEASE AGREEMENT
THIS Lease AGREEMENT is entered into by:
1. LANDLORD: TDC Dallas Partners No. 2, Ltd. ("Landlord").
------------------------------2. TENANT: My Alarm, Inc. ("Tenant").
-------------3. LEASED PREMISES: In consideration of the rents, terms and covenants of
this Lease Agreement (the "Lease"), Landlord hereby leases to Tenant certain
premises (the "Leased Premises") containing approximately 8,037 square feet
----within the building or project known as Valley View Tech Center, and Located at
----------------------12,801 Stemmons Freeway, Suite 821 on a certain tract of land in Farmers Branch,
- ----------------------------------------------Dallas County, Texas. Such land (which is described in the attached Exhibit A),
- -----together with the building(s), landscaping, parking and driveway areas,
sidewalks, and other improvements thereon shall be referred to in this Lease as
the "Project". In the case of a multi-building Project, the word "Building"
shall refer to the particular building in which the Leased Premises are located
and the tract of land upon which such building is located. In the case of a
single building Project the term "Building" as used herein shall be synonymous
with the term "Project". If the Leased Premises encompass an entire building,
then the term "Leased Premises" shall be synonymous with "Building". A fuller
description of the Leased Premises, including a floor plan thereof, is contained
in Exhibit B to be attached.
4. TERM:
(a) The term of this Lease shall be sixty one and one half (61 1/2)
---------------------- -----months commencing on January 15, 1992 (the "Commencement Date") and
----------terminating on February 28, 1997 (the "Termination Date"). The, Commencement
-----------Date may be subject to change, however, pursuant to Subparagraphs (b) and (c)
below. However, any such change in the Commencement Date shall have no effect
upon the Termination Date.
(b) (Intentionally Deleted)
(c) Landlord agrees to install at its cost and expense the
improvements, if any, described in the plans and specifications described in
Exhibit E. If such, improvements are not completed and the Leased Premises are
not ready for occupancy on the Commencement Date stated above, other than as a
result of the omission, delay or default by Tenant or anyone acting under or on
behalf of Tenant, the rent under this Lease shall not commence until substantial
completion of the work described in said plans and specifications and the
Commencement Date of the Lease term shall be the date of such substantial
completion. Landlord shall notify Tenant in writing as soon as such improvements
are substantially completed and ready for occupancy. If such improvements have
not in fact been substantially completed as aforesaid, Tenant shall notify
Landlord in writing of its objections within five (5) days after receipt of the
completion notice from Landlord. Landlord shall have a reasonable time after
receipt of such notice in which to take such corrective action as may be
necessary and shall notify Tenant in writing as soon as it deems such corrective
action has been completed so that the Leased Premises are completed and ready
for occupancy. In the event of any dispute as to substantial completion or work
performed or required to be performed by Landlord, a certificate of a registered
architect shall be conclusive and binding on all parties.
(d) Tenant acknowledges that no representations or promises regarding
repairs, alterations, remodeling, or improvements to the Leased Premises have
been made by Landlord, its agents, employees, or other representatives, unless
such are expressly set forth in this Lease, and that Tenant is solely
responsible for applying for and obtaining a certificate of occupancy for the
Leased Premises. Tenant agrees that if its occupancy of the Leased Premises is
delayed under the circumstances described in Subparagraph (b) or (c) above, this
Lease shall nonetheless continue in full force and effect. However, any rental
amounts applicable to such period of delay shall be abated and such abatement
shall constitute full settlement of all claims by Tenant against Landlord by
reason of any such delay in possession of the Leased Premises. Tenant's taking
possession of the Leased Premises shall conclusively establish that the
improvements, if any, to be made by Landlord under the term of this Lease, have
been completed in accordance with the plans and specifications therefor and that

the Leased Premises are in good and satisfactory condition as of the date of
Tenant's possession, unless Tenant notifies Landlord in writing specifying any
defects within ten (10) days after taking possession. Landlord shall use
reasonable diligence to repair promptly such items but Tenant shall have no
claim for damages or rebate or abatement of rent by reason thereof. After the
Commencement Date and upon completion of any necessary repairs as provided
above. Tenant shall, upon demand, execute and deliver to Landlord a letter of
acceptance of the Leased Premises and acknowledgment of the date of the
Commencement Date.
5. BASE RENT AND SECURITY DEPOSIT:
(a) Tenant agrees to pay to Landlord as rent the sum of Two Hundred
----------Sixty Seven Thousand Two Hundred Forty and No/100 Dollars ($267,240,00)
- ---------------------------------------------------------subject to adjustment for early or delayed occupancy under the terms hereof.
Such rent shall be payable in monthly amounts of * See below Dollars ($* See
--------------below) each, in advance, without demand deduction or offset (sometimes referred
- ----to in this Lease as the "Base Rent") or "Base Rental". Such rental amounts shall
be due and payable to Landlord in lawful money of the United States of America
at the address shown below. An amount equal to one monthly Base Rental payment
shall be due and payable on the date Tenant executes this Lease and such amount
shall be applied to the rent due for the first complete calendar month occurring
after the Commencement Date, provided that if the Commencement Date should be a
date other than the first day of a calendar month the rent for such partial
month shall be prorated. All succeeding Installments of rent shall be due and
payable on or before the first day of each succeeding calendar month during the
Lease term. The amount of the Base Rent shall be adjusted as provided in
Paragraph 6 below.
(b) On the date Tenant executes this Lease there shall be due and
payable by Tenant a security deposit in an amount equal to one monthly Base
Rental Installment. Such deposit shall be held by Landlord (without any
obligation to pay interest thereon or segregate such monies from Landlord's
general funds) as security for the
* Monthly Base Rental Schedule
---------------------------January 15, 1992 - February 29, 1992
March 1, 1992 - February 28, 1993
March 1, 1993 - February 28, 1994
March 1, 1994 - February 28, 1995
March 1, 1995 - February 28, 1996
March 1, 1996 - February 28, 1997

@
@
@
@
@
@

$
0.00
$3,851.00
$4,126.00
$4,454.00
$4,789.00
$4,999.00

per
per
per
per
per
per

month
month
month
month
month
month
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performance of Tenant's obligations under this Lease. Tenant agrees to increase
such security deposit from time to time so that it is at all times equal to one
monthly Base Rental Installment, as adjusted pursuant to Paragraph 6(a) below,
Tenant shall deposit cash with Landlord in an amount sufficient so to increase
the security deposit within five (5) days after written demand by Landlord. It
is expressly understood that the security deposit is not an advance payment of
rental or a measure of Landlord's damages in the event of Tenant's default under
this Lease. Upon the occurrence of any event of default by Tenant or breach by
Tenant of its covenants under this Lease, Landlord may, from time to time,
without prejudice to any other remedy provided herein or provided by law, use,
apply, or retain all or part of the security deposit for the payment of any rent
or other sum in default, or for the payment of any other amount which Landlord
may spend or became obligated to spend by reason of Tenant default, or breach,
or to compensate Landlord for any damage, injury, expense or liability caused to
Landlord by such default or breach. If any portion of the security deposit is so
used or appiled, Tenant shall, within five (5) days after written demand
therefor, deposit cash with Landlord in an amount sufficient to restore the
security deposit to the amount required by this Paragraph. Tenant's failure to
do so shall be a default under this Lease. The balance of the security deposit
shall be returned by Landlord to Tenant at such time after termination of this
Lease that all of Tenant's obligations have been fulfilled.
(c) Other remedies for nonpayment of Rent notwithstanding, if the
monthly Base Rental payment is not received by Landlord on or before the tenth
(10th) day of the month for which such rent is due, or if any other payment due
Landlord by Tenant hereunder (such sums being deemed to be additional Rent) is
not received by Landlord on or before the tenth (10th) day of the month next
following the amount in which Tenant was invoiced, a service charge of five
percent (5%) of such past due amount shall be additionally due and payable by
Tenant. Such service charge shall be cumulative of any other remedies Landlord
may have for nonpayment of Rent and other sums payable under this Lease.
(d) If three (3) consecutive monthly Rental payments or any five (5)

monthly Rental payments during the Lease term (or any renewal or extension
thereof) are not received by Landlord on or before the tenth (10th) day of the
month for which such Rent was due, the Base Rent hereunder shall automatically
become due and payable by Tenant in advance in quarterly installments equal to
three (3) months' Base Rent each. The first of such quarterly Base Rent payments
shall be due all payable on the first day of the next succeeding calendar month
and on the first day of every third (3rd) calendar month thereafter. This remedy
shall be cumulative of any other remedies of Landlord under this Lease for
nonpayment of Rent.
6. ADDITIONAL RENT:
(a) Taxes, (Intentionally Deleted) Insurance and Common Area
Maintenance
(1) In the event the "Tax, (Intentionally Deleted) Insurance
Expenses" (as defined below) of the Building shall in any calendar Year during
the term of this Lease exceed the sum of $1,40 per square foot, then with
---respect to rental with Tenant's pro respect to such excess (the "Tax,
(Intentionally Deleted) Insurance* Differential, Tenant agrees to pay as
additional rental Tenant's pro rata share of the Tax, (Intentionally Deleted)
Insurance* Differential", within ten (10) days following receipt of an invoice
from Landlord stating the amount due. The pro rata share to be paid by Tenant is
Six percent (6%) subject, however, to adjustment for any expansion
- --of the Leased Premises. In the case of a multi-building Project, if such Tax,
and Insurance* Expenses are not separately assessed to the Building but are
assessed against the Project as a whole, Landlord shall determine the portion of
such Tax, and Insurance* Expenses allocable to the Building in which the Leased
Premises are located.
(2) At or prior to the commencement of this Lease and at any time
during the Lease term, Landlord may deliver to Tenant a written estimate of any
additional rent applicable to the Leased Premises (based on the pro rata share
stated above ) which may be anticipated for excess Tax, and Insurance* Expenses
during the calendar year in which this Lease commences or for any succeeding
calendar year, as the case may be. Based upon such written estimate, the monthly
Base Rental shall be increased by one-twelfth (1/12) of the estimated additional
rent.
(3) Statements showing the actual Tax and Insurance Expenses (as
well as the actual Common Area Maintenance Expenses, as defined in Paragraph
6(b) below) and Tenant's proportionate share thereof (hereinafter referred to as
the "Statement of Actual Adjustment") shall be delivered by Landlord to Tenant
after any calendar year in which additional rental was paid or due by Tenant.
Within ten (10) days after the delivery by Landlord to Tenant of such Statement
of Actual Adjustment, Tenant shall pay Landlord the amount of any additional
rental shown on such statement as being due and unpaid. If such Statement of
Actual Adjustment shows that Tenant has paid more than the amount of additional
rental actually due from Tenant for the preceding calendar year and if Tenant is
not then in default under this Lease, Landlord shall credit the amount of such
excess to the next Base Rental installment due from Tenant.
(4) "Tax and Insurance Expenses" shall mean: (i) all ad valorem,
rental, sales, use, and other taxes (other than Landlord's Income taxes),
special assessments, and other governmental charges, and all assessments due to
deed restrictions and/or owner's associations which accrue against the Building
during the term of this Lease; and (ii) all insurance premiums paid by Landlord
with respect to the Building including, without limitation, public liability,
casualty, rental, and property damage insurance.
(b) Common Area Maintenance
(1)(Intentionally Deleted)
(2) "Common Area Maintenance Expenses" shall mean all expenses
(other than the Tax and Insurance Expenses described above) incurred by Landlord
for the maintenance repair, and operation of the Building, (excluding only
structural soundness of the roof, foundation and exterior walls) including, but
not limited to, management fees, utility expenses (if not separately metered),
maintenance and repair costs, sewer, landscaping' trash end security costs (If
furnished by Landlord), wages and fringe benefits payable to employees of
Landlord whose duties are connected with the operation and maintenance of the
Building, amounts paid to contractors or subcontractor for work or services
performed in connection with the operation and maintenance of the Building, all
services, supplies, repairs, replacements or other expenses for maintaining,
repairing, and operating the building, including without limitation common areas
and parking areas and roof, exterior wall and foundation work that is not
related to structural soundness.
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(3) The term "Common Area Maintenance Expenses" does not include

the cost of any capital improvement to the Building other than the reasonably
amortized cost of capital improvements which result in the reduction of
Insurance Expenses or Common Area Maintenance Expenses. Further, the term
"Common Area
Maintenance Expenses" shall not include repair, restoration or other work
occasioned by fire, windstorm or other casualty with respect to which Landlord
actually receives insurance proceeds, Income and franchise taxes of Landlord,
expenses incurred in leasing to or procuring of tenants, leasing commissions,
advertising expenses, expenses for the renovating of space for new tenants,
interest or principal payments on any mortgage or other indebtedness of
Landlord, compensation paid to any employee of Landlord above the grade of
building superintendent, or depreciation allowance or expense.
(c) If the Commencement Date of this Lease is a day other than the
first day of a month, or if the Termination Date is a day other than the last
day of a Month, the amount shown as due by Tenant on the Statement of Actual
Adjustment shall reflect a proration based on the ratio that the number of days
this Lease was in effect during such month bears to the actual number of days in
said month.
(d) The failure of Landlord to exercise its rights hereunder to
estimate expenses and require payment of some as additional rental shall not
constitute a waiver of such rights which rights may be exercised from time to
time at Landlord's discretion.
(e) If the nature of Tenant's business or use of the Leased Premises
is such that additional costs are incurred by Landlord for cleaning, sanitation,
trash collection or disposal services, Tenant agrees to pay as additional rental
to Landlord the amount of such additional costs upon demand.
7. TENANT REPAIRS AND MAINTENANCE:
(a) Tenant shall maintain all parts of the Leased Premises and their
appurtenances (except those for which Landlord is expressly responsible under
this Lease) in good, clean and sanitary condition at its own expense. Tenant
shall promptly make all necessary repairs and replacements to the Leased
Premises, including but not limited to, electric light lamps or tubes, windows,
glass and plate glass, interior and exterior doors, any special office entry,
interior walls and finish work, floors and floor coverings, (Intentionally
Deleted) heating and air conditioning systems, dock boards, truck doors, dock
bumpers, plumbing work and fixtures other than common building sewage lines.
Tenant shall be obligated to repair wind damage to glass caused by events other
than hurricanes or tornadoes. Otherwise, however, Tenant shall not be obligated
to repair any damage caused by fire, hurricane, tornado or other casualty
covered by the insurance maintained by Landlord.
(b) Tenant shall not damage or disturb the integrity, structural
soundness, or support of any wall, roof, or foundation of the Leased Premises.
Any damage to these walls caused by Tenant or its employees, agents or invitees
shall be promptly repaired by Tenant at its sole cost and expense.
(c) Landlord shall have the right to coordinate any repairs and other
maintenance of any rail tracks serving or to serve the Project, and if Tenant
uses such rail tracks, Tenant shall reimburse Landlord from time to time upon
demand for a share of the cost of such repairs and maintenance and any other
sums specified in any agreement to which Landlord is a party respecting such
tracks. Tenant's share of such costs shall be additional rent and shall reflect
a proration based on the ratio that the space contained in the Leased Premises
bears to the entire space occupied by rail users in the Project.
(d) Tenant shall, at its own cost and expense, enter into a regularly
scheduled preventive maintenance/service contract with a maintenance contractor
for servicing all heating and air conditioning systems and equipment within the
Leased Premises. The maintenance contractor and the contract must be approved by
Landlord. The service contract must include all services suggested by the
equipment manufacturer within the operation/maintenance manual and must become
effective (and a copy delivered to Landlord) within thirty (30) days of the date
Tenant takes possession of the Leased Premises. If Tenant fails to enter into
such service contract as required, Landlord shall have the right to do so on
Tenant's behalf and Tenant agrees to pay Landlord the cost and expense of same
upon demand.
(e) Tenant shall pay all charges for pest control and extermination
within the Leased Premises.
(f) At the termination of this Lease, Tenant shall deliver the Leased
Premises "broom clean" to Landlord in the same good order and condition as
existed at the Commencement Date of this Lease, ordinary wear, natural
deterioration beyond the control of Tenant, damage by fire, tornado or other
casualty excepted.
(g) Not in limitation on the foregoing, it is expressly understood
that Tenant shall repair and pay for all damage caused by the negligence of
Tenant, Tenant's employees, agents or invitees, or caused by Tenant's default

hereunder. All requests for repairs or maintenance that are the responsibility
of Landlord under this Lease must be made in writing to Landlord at the address
set forth below.
8. LANDLORD'S REPAIRS: Landlord shall be responsible, at its expense, only
for the structural soundness of the roof, foundation and exterior walls of the
Building. Any repair to the roof, foundation or exterior walls, occasioned by
the act or omission of Tenant, or its agents, employees, guests or invitees
shall be the responsibility of Tenant. The term "walls" as used in this
Paragraph 8 shall not include windows, glass or plate glass, interior doors,
special store fronts, office entries or exterior doors. Landlord's liability
with respect to any defects, repairs or maintenance for which Landlord is
responsible at its expense under this Lease shall be limited to the cost of such
repairs or maintenance or the curing of such defect. As expenses included in
Common Area Maintenance Expenses, Landlord will be responsible for landscaping
and maintenance of common areas and parking areas, exterior painting, and common
sewage line plumbing. Tenant shall immediately give Landlord written notice of
defects or need for repairs, after which Landlord shall have a reasonable
opportunity to repair some or cure such defect. Landlord shall not be required
to perform any covenant or obligation of this Lease, or be liable in damages to
tenant, so long as the performance or non-performance of the covenant or
obligation is delayed, caused by, or prevented by an act of God or force
majeure. An "act of God" or "force majeure" is defined for purposes of this
Lease as strikes, lockouts, sit-downs, material or labor restrictions by any
governmental authority, riots, floods, washouts, explosions, earthquakes, fire,
storms, acts of the public enemy, wars, insurrections and any other similar
cause not reasonably within the control of Landlord, and which by the exercise
of due diligence Landlord is unable, wholly or in part, to prevent or overcome.
9. UTILITY SERVICE: Tenant shall pay the cost of all utility services,
including, but not limited to, initial connection charges and all charges for
gas, water, and electricity used on the Leased Premises. If the Leased Premises
are separately metered, Tenant shall pay such costs directly to the appropriate
utility company. Otherwise, Tenant shall pay such costs pursuant to Paragraph
6(b) above. Tenant shall pay all costs caused by Tenant introducing excessive
pollutants into the sanitary sewer system, including permits, fees and charges
levied by any governmental subdivision for any pollutants or solids other than
ordinary human waste. If Tenant can be clearly identified as being responsible
for obstructions or stoppage of the common sanitary sewage line, the Tenant
shall pay the entire cost thereof, upon demand, as additional rent. Tenant shall
be responsible for the installation and maintenance of any dilution tanks,
holding tanks, settling tanks, sewer sampling devices,
, grease traps
---- ----or similar devices which may be required by the appropriate governmental
subdivision for Tenant's use of the sanitary sewer system. Tenant shall also pay
all surcharges (i.e. charges in excess of normal charges) levied due to Tenant's
abnormal use of sanitary sewer or waste removal services so that no such
surcharges shall affect Landlord or other tenants in the Project under Paragraph
6(b) above.
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10. SIGNS: No sign, door plaques, advertisement, or notice shall be
displayed, painted or affixed by Tenant on any part of the Project or Building,
parking facilities, or Leased Premises without prior written consent of
Landlord. The color, size, character, style, material, and placement shall be
approved by Landlord, and subject to any applicable governmental laws,
ordinances, regulations, project specifications, and other requirements. Sign on
doors and entrances to the Leased Premises, if approved by Landlord, shall be
placed thereon by a contractor approved by Landlord and paid for by Tenant.
Tenant shall remove all such signs at the termination of this lease. Such
installations and removals shall be made in such manner as to avoid injury or
defacement of the Project and other improvements, and Tenant, at its sole
expense, shall repair any injury or defacement, including, without limitation,
any discoloration caused by such installation and/or removal.
11. USAGE: Tenant warrants and represents to Landlord that the Leased
Premises shall be used and occupied only for the purpose of general
------office/distribution and wholesaling of security alarms and related products. Any
- --------------------------------------------------------------------------change in the stated usage purposes or in the scope or extent of such usage as
previously described to Landlord by Tenant shall be subject to the prior written
approval of landlord. Tenant shall occupy the Leased Premises, conduct its
business and control its agents, employees, invitees and visitors in a lawful
and reputable way and as not to create any nuisance or otherwise interfere with,
annoy or disturb any other tenant in its normal business operations or Landlord
in its management of the project. Tenant shall not commit, or allow to be
committed, any waste on the Leased Premises.
12. INSURANCE:
(a) Tenant shall not permit the Leased Premises to be used in any way
which would, in the opinion of Landlord, be hazardous or which would in any way

increase the cost of or render void the fire insurance on improvements or
contents in the Project belonging to Landlord or other tenants. If at any time
during the term of this Lease the State Board of Insurance or other insurance
authority disallows any of Landlord's sprinkler credits or imposes an additional
penalty or surcharge in Landlord's insurance premiums because of Tenant's
original or subsequent placement or use of storage racks or bins, method of
storage, or nature of Tenant's inventory or any other act of Tenant. Tenant
agrees to pay as additional rental the increase in Landlord's insurance
premiums. If an increase in the fire and extended coverage premiums paid by
Landlord for the Building in which Tenant occupies space is caused by Tenant's
use or occupancy of the Leased Premises; or if Tenant vacates the Leased
Premises and causes an increase, then Tenant shall pay as additional rental the
amount of such increase to Landlord.
(b) Tenant shall procure and maintain throughout the term of this
Lease a policy or policies of Insurance, at its sole cost and expense, insuring
both Landlord and Tenant against all claims, demands or actions arising out of
or in connection with: (i) the Leased Premises; (ii) the condition of the Leased
Premises; (iii) Tenant's operations in and maintenance and use of the Leased
Premises; and (iv) Tenant's liability assumed under this Lease. The Limits of
such policy or policies shall be not less than one million dollars ($1,000,000)
combined single limit coverage per occurrence for injury to persons (including
death) and/or property damage or destruction, including loss of use. All such
policies shall be procured by Tenant from responsible insurance companies
satisfactory to Landlord. Certified copies of such policies, together with
receipts for payment of premiums, shall be delivered to Landlord prior to the
Commencement Date of this Lease. Not less than fifteen (15) days prior to the
expiration date of any such policies, certified copies of renewal policies and
evidence of the payment of renewal premiums shall be delivered to Landlord. All
such original and renewal policies shall provide for at least thirty (30) days
written notice to Landlord before such policy may be cancelled or changed to
reduce insurance coverage provided thereby. Upon request of Landlord, Tenant
further agrees to complete and return to Landlord on insurance questionnaire
(such form to be provided by Landlord) regarding Tenant's insurance coverage and
intended use of the Leased Premises. Tenant warrants and represents that all
information contained in such questionnaire shall be true and correct as of the
date thereof and shall be updated by Tenant from time to time upon Landlord's
request.
13. RELOCATION: Upon request by Landlord during the term of this Lease,
Tenant agrees to relocate to other space in the Building and/or Project
designated by Landlord, provided such other space is as large or larger than the
Leased Premises and has at least the same number of windows. Landlord shall pay
all out-of-pocket expenses of any such relocation, including the expenses of
moving and reconstructing all Tenant furnished and Landlord furnished
improvements. In the event of such relocation, this Lease shall continue in full
force and effect without any change in its terms other than substitution of the
new description of the Leased Premises for the original description set forth in
Paragraph 3 of this Lease.
14. COMPLIANCE WITH LAWS, RULES AND REGULATIONS: Tenant shall comply with
all applicable laws, ordinances, orders, rules and regulations of state,
federal, municipal, or other agencies or bodies relating to the use, condition
and occupancy of, and business conducted on, the Leased Premises, including
without limitation, the Resource Conservation and Recovery Act, the
Comprehensive Environmental Response Act, and the rules, regulations and
directives of the U.S. Environmental Protection Agency. Tenant shall also comply
with the rules of the Project which may hereafter be adopted by Landlord.
Landlord shall have the right at all times to change the rules and regulations
of the Project or to amend them in any reasonable manner as may be deemed
advisable for the safety, care, cleanliness, and good order of the Project and
Leased Premises. All rules and regulations of the Project and any changes or
amendments thereto will be sent by Landlord to Tenant in writing and shall
thereafter be carried out and observed by Tenant.
15. ASSIGNMENT AND SUBLETTING: The Tenant agrees not to assign, transfer,
or mortgage this Lease or any right or interest therein, or sublet the Leased
Premises or any part thereof, without the prior written consent of Landlord. No
assignment or subletting made with the consent of Landlord shall relieve Tenant
of its obligations hereunder, and Tenant shall continue to be liable as a
principal (and not as a guarantor or surety) to the same extent as though no
assignment or sublease had been made. Consent by Landlord to an assignment or
sublease shall not be construed to be consent to any additional assignment or
subletting. Each such successive act shall require similar consent of Landlord.
Landlord shall be reimbursed by Tenant for any costs or expenses incurred as a
result of Tenant's request for consent to any such assignment or subletting. In
the event Tenant subleases the Leased Premises, or any portion thereof, or
assigns this Lease with the consent of the Landlord at an annual Base Rental
exceeding that stated herein, such excess shall be paid by Tenant to Landlord as
additional rental hereunder within ten (10) days after receipt by Tenant. Upon
the occurrence of an "event of default" as defined below, if all or any part of
the Leased Premises are then assigned or sublet, Landlord may, in addition to
any other remedies provided by this Lease or provided by law, collect directly
from the assignee or subtenant all rents due to Tenant. Landlord shall have a
security interest in all properties on the Leased Premises to secure payment of

such sums. Any collection directly by Landlord from the assignee or subtenant
shall not be construed, however, to constitute a novation or release of Tenant
from the further performance of its obligations under this Lease.
Notwithstanding the foregoing, it is expressly agreed that if this Lease is
assigned to any person or entity pursuant to the provisions of the Bankruptcy
Code, 11 U.S.C. (S) 101 et esp. (the "Bankruptcy Code"), any and all monies or
other considerations payable or otherwise to be delivered in connection with
such assignment shall be paid or delivered to Landlord, shall be and remain the
exclusive property of Landlord and shall not constitute property of Tenant or of
the estate of Tenant within the meaning of the Bankruptcy Code. Any and all
monies or other considerations constituting Landlord's property under the
preceding sentence not paid or delivered to Landlord shall be held in trust for
the benefit of Landlord and be promptly paid or delivered to Landlord. Any
person or entity to which this Lease is assigned pursuant to the provisions of
the Bankruptcy Code shall be deemed without further Act or deed to have assumed
all of the obligations arising under this Lease on and after the date of such
assignment. Any such assignee shall upon demand execute and deliver to Landlord
an instrument confirming such assumption.
16. ALTERATIONS AND IMPROVEMENTS:
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(a) Tenant shall not make or perform, or permit the making or
performance of, any initial or subsequent tenant finish work or any alterations,
installations, decorations, improvements, additions or other physical changes in
or about the Leased Premises (referred to collectively as "Alterations") without
Landlord's prior consent. Landlord agrees not to withhold its consent
unreasonably to any nonstructural Alterations proposed to be made by Tenant to
adapt the Leased Premises for Tenant's business purposes. Notwithstanding the
foregoing provisions or Landlord's consent to any Alterations, all Alterations
shall be made and performed in conformity with and subject to the following
provisions: All Alterations shall be made and performed at Tenant's sole cost
and expense and at such time and in such manner as Landlord may from time to
time reasonably designate. Alterations shall be made only by contractors or
mechanics approved by Landlord, such approval not to be unreasonably withheld.
No Alteration shall affect any part of the Building other than the Leased
Premises or adversely affect any service required to be furnished by Landlord to
Tenant or to any other tenant or occupant of the Building or reduce the value of
the Building. No alteration shall affect the outside appearance of the Building.
Tenant shall submit to Landlord detailed plans and specifications (including
layout, architectural, mechanical and structural drawings) for each proposed
Alteration and shall not commence any such Alteration without first obtaining
Landlord's written approval of such plans and specifications. Prior to the
commencement of each proposed Alteration, Tenant shall furnish to Landlord
duplicate original policies of worker's compensation insurance covering all
persons to be employed in connection with such Alterations, including those to
be employed by all contractors and subcontractors and comprehensive public
liability insurance (including property damage coverage) in which Landlord, its
agents, and any lessor under any ground or underlying lease, and any mortgagee
of the Building shall be named as parties insured, which policies shall be
issued by companies, and shall be in form and amounts, satisfactory to Landlord
and shall be maintained by Tenant until the completion of such Alteration. If
Landlord shall require to assure payment of all costs of such alterations, prior
to commencement of any approved Alteration, Tenant shall cause to be issued and
delivered to Landlord an irrevocable documentary letter of credit or payment
bond in the full amount of the cost of the said approved Alterations issued by a
substantial banking institution reasonably acceptable to Landlord payable in
whole or in part, from time to time to the order of Landlord upon written demand
accompanied by Landlord's certification that Tenant has defaulted with respect
to the obligation secured thereby. The term of the letter of credit shall be
from date of issuance through ninety (90) days after completion of construction
of the approved Alterations. Tenant shall cause its contractor to provide
Landlord with a certificate of completion of the Alterations and a bills paid
affidavit and full lien waiver; and upon receipt of same, and no fewer than
thirty-one (31) days following completion if Tenant is not in default hereunder,
Landlord shall return the letter of credit to Tenant unused and endorsed for
cancellation. Tenant shall, if requested by Landlord at the time of Landlord's
consent to the Alterations, agree to restore the Leased Premises at the
termination of this Lease to their condition prior to making such Alterations.
All permits, approvals and certificates required by all governmental authorities
shall be timely obtained by Tenant and submitted to Landlord. Notwithstanding
Landlord's approval of plans and specifications for any Alterations, all
Alterations shall be made and performed in full compliance with applicable laws,
orders and regulations of Federal, State, County, and Municipal authorities and
with all directions, pursuant to law, of all public officers, and with all
applicable rules, orders, regulations and requirements of the Dallas Board of
Fire Underwriters or any similar body. All alterations shall be made and
performed in accordance with the Building rules. All materials and equipment to
be incorporated in the Leased Premises as a result of all Alterations shall be
new and first quality. No such materials or equipment shall be subject to any
lien, encumbrance, chattel mortgage or title retention or security agreement. If
such Alterations are being performed by Tenant in connection with Tenant's
initial occupancy of the Leased Premises, Tenant agrees to make proper

application for, and obtain, a certificate of occupancy from the city in which
the Leased Premises are located. Tenant shall furnish such certificate to
Landlord promptly after issuance of same.
(b) Tenant shall not at any time prior to or during the term of this
Lease, directly or indirectly employ or permit the employment of, any
contractor, mechanic, or laborer in the Leased Premises, whether in connection
with any Alteration or otherwise, if such employment will interfere or cause any
conflict with other contractors, mechanics, or laborers engaged in the
construction, maintenance or operation of the Building by Landlord, Tenant, or
other. In the event of any such interference or conflict. Tenant, upon demand of
Landlord, shall cause all contractors, mechanics, or laborers causing such
interference or conflict to leave the Building immediately.
(c) All appurtenances, fixtures, improvements, and other property
attached to or installed in the Leased Premises, whether by Landlord or Tenant
or others, and whether at Landlord's expense or Tenant's expense, or the joint
expense of Landlord and Tenant, shall be and remain the property of Landlord,
except that any such fixtures, improvements, additions, and other property which
have been installed at the sole expense of Tenant and which are removable
without material damage to the Leased Premises shall be and remain the property
of Tenant. At Landlord's option, Tenant shall remove any property belonging to
Tenant at the end of the term hereof, and Tenant shall repair or, at Landlord's
option, shall pay to Landlord the cost of repairing any damage arising from such
removal. Any replacements of any property of Landlord, whether made at Tenant's
expense or otherwise, shall be and remain the property of Landlord.
17.

CONDEMNATION:

(a) If, during the term (or any extension or renewal) of this Lease,
all or a substantial part of the Leased Premises are taken for any public or
quasi-public use under any governmental law, ordinance or regulation, or by
right of eminent domain or by private purchase in lieu thereof, and the taking
would prevent or materially interfere with the then current use of the Leased
Premises, this Lease shall terminate and the Rent shall be abated during the
unexpired portion of this Lease effective on the date physical possession is
taken by the condemning authority.
(b) If a portion of the Leased Premises is taken as described above
and this Lease is not terminated as provided in subparagraph (a) above, the Rent
payable under this Lease during the unexpired portion of the term shall be
adjusted to such an extent as may be fair and reasonable under the
circumstances.
(c) In the event of such taking or private purchase in lieu thereof,
Landlord and Tenant shall each be entitled to receive any sums separately
awarded to each party by the condemning authority. In the event separate awards
to Landlord and Tenant are not made, Landlord shall be entitled to receive any
and all sums by the condemning authority.
18.

FIRE AND CASUALTY:

(a) If the Building should be damaged or destroyed by fire, tornado,
or other casualty, Tenant shall give immediate written notice thereof to
Landlord.
(b) If the Building should be totally destroyed by fire, tornado, or
other casualty, or if it should be so damaged thereby that rebuilding or repairs
cannot in Landlord's estimation be completed within one hundred eighty (180)
days after the date on which Landlord is notified by Tenant of such damage, this
Lease shall terminate and the Rent shall be abated during the unexpired portion
of this Lease, effective upon the date of occurrence of such damage.
(c) If the Building should be damaged by any peril covered by the
insurance maintained by Landlord, but only to such extent that rebuilding or
repairs can in Landlord's estimation be completed within one hundred eighty
(180) days after the date on which Landlord is notified by Tenant of such
damage, this Lease shall not terminate and Landlord shall, to the extent of
insurance proceeds received, then proceed with reasonable diligence to rebuild
and repair the Building to substantially the same condition in which it existed
prior to such damage. Landlord shall not be required, however, to rebuild,
repair, or replace any part of the partitions, fixtures, additions, and other
improvements which may have been placed in, on, or about the Lease Premises by
Tenant. If the Leased premises are untenantable in whole or in part following
such damage, the Rent Payable hereunder during the period in which they are
untenantable shall be reduced to such extent as may be
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fair and reasonable under all of the circumstances. If Landlord should fail to
complete such repairs and rebuilding within one hundred eighty (180) days after
the date on which Landlord is notified by Tenant of such damage, Tenant may
terminate this Lease by delivering written notice of termination to Landlord.
Such termination shall be Tenant's exclusive remedy and all rights and

obligations of the parties under this Lease shall then cease. Notwithstanding
the foregoing provisions of this subparagraph (c), Tenant agrees that if the
Leased Premises, the Building and/or Project are damaged by fire or other
casualty caused by the fault or negligence of Tenant or Tenant's agents,
employees or invitees. Tenant shall have no option to terminate this Lease, even
if the damage cannot be repaired within one hundred eighty (180) days, and the
Rent shall not be abated or reduced before or during the repair period.
(d) Notwithstanding anything herein to the contrary, if the holder of
any indebtedness secured by a mortgage or deed of trust covering the Building
and/or Project requires that the insurance proceeds be applied to such
indebtedness, then Landlord shall have the right to terminate this Lease by
delivering written notice of termination to Tenant within fifteen (15) days
after such requirement is made. All rights and obligations under this Lease
shall then cease.
19. CASUALTY INSURANCE: Landlord shall at all times during the term of this
Lease maintain a policy or policies of insurance with the premiums paid in
advance, issued by and binding upon some solvent insurance company, insuring the
Building against loss or damage by fire, explosion, or other hazards and
contingencies. Landlord shall not be obligated, however, to insure any personal
property (including, but not limited to any furniture machinery goods or
supplies) of Tenant or which Tenant may have in the Leased Premises or any
fixtures installed by or paid for by Tenant upon or within the Leased Premises
or any improvements which Tenant may construct or install on the Leased Premises
or any signs identifying Tenant's business located on the exterior of the
Building.
20. WAIVER OF SUBROGATION: To the extent that Landlord or Tenant receives
casualty insurance proceeds, such recipient hereby waives and releases any and
all rights, claims, demands and causes of action such recipient may have against
the other on account of any loss or damage occasioned to such recipient or its
businesses real and personal properties, the Leased Premises, the Building, the
Project, or its contents arising from any risk or peril covered by any insurance
policy carried by either party. Inasmuch as the above mutual waivers will
preclude the assignment of any such claim by way of subrogation (or otherwise)
to an insurance company (or any other person), each party hereto hereby agrees
immediately to give to its respective insurance companies written notice of the
terms of such mutual waivers and to have their respective insurance policies
properly endorsed, if necessary, to prevent the invalidation of such insurance
coverages by reason of such waivers. This provision shall be cumulative of
Paragraph 21 below.
21. HOLD HARMLESS: Landlord shall not be liable to Tenant, Tenant's
employees, agents, invitees, licensees or visitors, or to any other person, for
any injury to person or damage to property on or about the Leased Premises or
the Project caused by the negligence or misconduct of Tenant, its agents,
employees, invitees, or of any other persons entering upon the Leased Premises
or the Project under express or implied invitation by Tenant. Tenant agrees to
indemnify and hold Landlord harmless from any and all loss, attorney's fees,
expenses, or claims arising out of any such damage or injury.
22. QUIET ENJOYMENT: Landlord warrants that it has full right to execute
and to perform this Lease and to grant the estate demised and that Tenant, upon
payment of the required Rent and performing the covenants and agreements
contained in this Lease, shall peaceably and quietly have, hold, and enjoy the
Leased Premises during the full term of this Lease, including any extensions or
renewals thereof.
23. LANDLORD'S RIGHT OF ENTRY: Landlord shall have the right, at all
reasonable hours, to enter the Leased Premises for the following reasons:
inspection, cleaning or making repairs, making such alterations or additions as
Landlord may deem necessary or desirable; installation of utility lines
servicing the Leased Premises or any other space in the Building; determining
Tenant's use of the Leased Premises, or for determining if any act of default
under this Lease has occurred. Landlord shall give twenty-four (24) hours
written notice to Tenant prior to such entry, except in cases of emergency when
Landlord may enter the Leased Premises at any time and without prior notice.
During the period that is six (6) months prior to the end of the Lease term,
Landlord and Landlord's agents and representatives shall have the right to enter
the Leased Premises at any reasonable time during business hours, without
notice, for the purpose of showing the Leased Premises and shall have the right
to erect on the Leased Premises a suitable sign indicating the Leased Premises
are available for lease. Tenant shall give written notice to Landlord at least
thirty (30) days prior to vacating the Leased Premises and shall arrange to meet
with Landlord for a joint inspection of the Leased Premises prior to vacating.
In the event of Tenant's failure to give such notice or arrange such joint
inspection, Landlord's inspection at or after Tenant's vacating the Leased
Premises shall be conclusively deemed correct for purposes of determining
Tenant's responsibility for repairs and restoration.
24. ASSIGNMENT OF LANDLORD'S INTEREST IN LEASE: Landlord shall have the
right to transfer end assign, in whole or in part, its rights and obligations
with respect to the Project and premises that are the subject of this Lease,
including Tenant's security deposit. In such event, Landlord shall be released

from any further obligation under this Lease and Tenant agrees to took solely to
Landlord's successor for the performance of such obligations.
25. LANDLORD'S LIEN: In addition to any statutory lien for Rent in
Landlord's favor. Landlord shall have and Tenant hereby grants to Landlord a
continuing security interest for all Rentals and other sums of money becoming
due under this Lease from Tenant, upon all goods, wares, equipment, fixtures,
furniture, inventory, accounts, contract rights, and other personal property of
Tenant situated on or arising from the Leased Premises. Such property shall not
be removed without the consent of Landlord, which consent may be withheld by
Landlord without cause so long as any of Tenant's duties or obligations
hereunder have not been fully performed. In the event of a default under this
Lease, Landlord shall have, in addition to any other remedies provided in this
Lease or by law, all rights and remedies under the Texas Uniform Commercial
Code, including without limitation the right to sell the property described in
the Paragraph at public or private sale upon five (5) days notice to Tenant.
Tenant hereby agrees to execute such financing statements and other instruments
necessary or desirable in Landlord's discretion to perfect the security interest
hereby created. The express contractual lien herein granted, is in addition and
supplementary to any statutory lien for Rent. Landlord agrees to subordinate its
---------------------------------lien hereunder to Tenant's primary lender.
- ----------------------------------------26. DEFAULT BY TENANT: The following shall be events of default by Tenant
under this Lease:
(a) Tenant shall fail to pay when due any installment of Rent or other
payment required pursuant to his Lease:
(b) Tenant shall abandon or vacate any substantial portion of the
Leased Premises, whether or not Tenant is in default of the Rental payments due
under this Lease;
(c) Tenant shall fail to comply with any term, provision or covenant
of this Lease, other than the defaults listed in this paragraph 26, and the
failure is not cured within ten (10) days after written notice thereof to
Tenant;
(d) Tenant shall file a petition or be adjudged a debtor or bankrupt
or insolvent under the National Bankruptcy Code, as amended, or any similar law
or statute of the United States or any state; or a receiver or
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trustee shall be appointed for all or substantially all of the assets of Tenant;
or Tenant shall make a transfer in fraud of creditors or shall make an
assignment for the benefit of creditors;
(e) Tenant shall do or permit to be done any act which results in a
lien being filed against the Leased Premises.
27. REMEDIES FOR TENANTS DEFAULT: Upon the occurrence of any event of
default set forth in this Lease, Landlord shall have the option to pursue any
one or more of the following remedies without any prior notice or demand;
(a) Landlord may terminate this Lease, in which event Tenant shall
immediately surrender the Leased Premises to Landlord, and if Tenant fails to
do so, Landlord may, without prejudice to any other remedy which it may have,
enter upon and take possession of the Leased Premises, and expel or remove
Tenant and any other person who may be occupying all or any part of the Leased
Premises. Landlord shall not be liable for prosecution or any claim for damages
as a result of such actions. Tenant agrees to pay on demand the amount of all
losses, costs, expenses, deficiencies, and damages, including, without
limitation, reconfiguration expenses, rental concessions and other inducements
to new tenants, advertising expenses and broker's commissions, which Landlord
may incur or suffer by reason of Tenant's default or the termination of the
Lease under this subparagraph, whether through inability to relet the Leased
Premises on satisfactory terms or otherwise. Tenant acknowledges that its
obligation to pay Base Rent and all additional Rent hereunder is not only
compensation for use of the Leased Premises but also compensation for sums
already expended and/or being expended by Landlord with respect to its
obligations hereunder and with respect to the Leased Premises, and Tenant
acknowledges that Tenant; a default in timely payment of all sums, due hereunder
shall constitute significant financial loss to Landlord. Tenant further
acknowledges that any failure to pay any sum due hereunder shall evidence
Tenant's inability to meet its debts as they become due. In such event, in
addition to Landlord's other remedies hereunder, Landlord shall be entitled to
accelerate all Base Rental remaining unpaid hereunder, the entirety of which
shall, at the option of Landlord be immediately due and payable.
(b) Landlord may enter upon and take possession of the Leased Premises
and expel or remove Tenant and any other person who may be occupying all or any
part of the Leased Premises (without being liable for prosecution or any claim

for damages therefor) and relet the Leased Premises on behalf of Tenant and
receive directly the rent of the reletting. Tenant agrees to pay Landlord on
demand any deficiency that may arise by reason of any reletting of the Leased
premises and to reimburse Landlord on demand for any losses, costs, and
expenses, including without limitation, reconfiguration expenses, rental
concessions and other inducements to new tenants, advertising costs or broker's
commissions, which Landlord may incur or suffer as a result of Tenant's default
or in reletting the Leased Premises. Tenant further agrees to reimburse Landlord
for any expenditures made by it for remodeling or repairs necessary in order to
relet the Leased Premises. In the event Landlord is successful in reletting the
Leased Premises at a rental in excess of that agreed to be paid by Tenant
pursuant to this Lease, Landlord and Tenant agree that Tenant shall not be
entitled, under any circumstances, to such excess rental, and Tenant does hereby
specifically waive any claim to such excess, rental.
(c) Landlord may enter upon the Leased Premises (without being liable
for prosecution or any claim for damages therefor) and do whatever Tenant is
obligated to do under the terms of this Lease. Tenant agrees to reimburse
Landlord on demand for any losses, costs and expenses which Landlord may incur
in effecting compliance with Tenant's obligations under this Lease. Tenant
further agrees that Landlord shall not be liable for any damages resulting to
Tenant from effecting compliance with Tenant's obligations under this
subparagraph, whether caused by the negligence of Landlord or otherwise.
(d) Landlord may pursue any remedy provided at law or in equity.
(e) Landlord shall have no duty to relet the Premises, and the failure
of Landlord to do so shall not release or affect Tenant's liability for Rentals
and other charges due hereunder or for damages.
(f) No re-entry or reletting of the Premises or any filing or service
of an unlawful detainer action or similar action shall be construed as an
election by Landlord to terminate Tenant's right to possession under this Lease
unless a written notice of such intention is given by Landlord to Tenant.
Notwithstanding any such reletting without termination. Landlord may at any time
thereafter elect to terminate this Lease and Tenant's right to possession
hereunder.
28. TERMINATION OF OPTIONS: If there exist any options or special rights
which Landlord may have granted Tenant under this Lease including, but not
limited to, options or rights regarding extensions of the Lease term, expansion
of the Leased Premises, or acquisition of any other interest in the Leased
Premises or the Building, then all such options and rights are independent of
the leasehold estate hereby granted to Tenant by Landlord. Landlord and Tenant
agree and acknowledge that the negotiated consideration for any such options or
special rights is Tenant's entry into this Lease and that no portion of any sums
due and payable by Tenant to Landlord hereunder is attributable thereto. In
addition to, and not in lieu of, the above remedies of Landlord for Tenant's
default, any and all such options or special rights shall be automatically
terminated upon the occurrence of the following events:
(a) Tenant shall have failed to pay when due any installment of Rent
or other sums payable under this Lease for any three (3) consecutive months
during the Lease term or any renewal or extension thereof, or for any five (5)
months during the Lease term or any renewal or extension thereof, whether or not
said defaults are cured by Tenant; or
(b) Tenant shall have received two (2) or more notices of default
under Paragraph 26(c) above with respect to any other covenant of this Lease,
whether or not such default(s) is/are cured; or
(c) Tenant shall have committed or suffered to exist any other event
of default described under Paragraph 26 above, whether or not such default is
cured by Tenant.
29. WAIVER OF DEFAULT OR REMEDY: Failure of Landlord to declare a default
immediately upon its occurrence, or delay in taking any action in connection
with an event of default, shall not be waiver of the default. Landlord shall
have the right to declare the default at any time and take such action as is
lawful or authorized under this Lease. Pursuit of any one or more of the
remedies set forth in Paragraphs 27 or 28 above shall not preclude pursuit of
any one or more of the other remedies provided therein or elsewhere in this
Lease provided by law, nor shall pursuit of any remedy be a forfeiture or waiver
of any Rent or damages accruing to Landlord by reason of the violation of any of
the terms of this Lease. Failure by Landlord to enforce one or more of its
remedies upon an event of default shall not be construed as a waiver of the
default or of any other violation or breach of any of the terms contained in
this Lease.
30. ATTORNEY'S FEES: In the event any litigation arises hereunder, it is
specifically stipulated that this Lease shall be interpreted and construed
according to the laws of the State in which the Leased Premises are located.
Further, the prevailing party in any such litigation between the parties shall
be entitled to recover, as a part of its judgement, reasonable attorney's fees.

31. HOLDING OVER: Tenant will, at the termination of this Lease by lapse of
time or otherwise, surrender immediate possession to Landlord. If Landlord
agrees in writing that Tenant may hold over after the expiration or termination
of this Lease and if the parties do not otherwise agree, the hold tenancy shall
be subject to termination by Landlord at any time upon not less than five (5)
days advance written notice, or by Tenant at any time upon not less than thirty
(30) days advance written notice. Further, all of the terms
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and provisions of this Lease shall be applicable during the hold over period,
except that Tenant shall pay Landlord from time to time upon demand, as Base
Rent for the period of any hold over, an amount equal to one and one-half times
(1-1/2) the Base Rent in effect on the termination date, computed on a daily
basis for each day of the hold over period, plus all additional rental and other
sums due hereunder. If Tenant shall fail immediately to surrender possession of
the Leased Premises to Landlord upon termination of this Lease, by lapse of time
or otherwise, and Landlord has not agreed to such continued possession as above
provided, then, until Landlord can dispossess Tenant under the terms hereof or
otherwise, Tenant shall pay Landlord from time to time upon demand, as Base Rent
for the period of any such holdover, an amount equal to twice the Base Rent in
effect on the termination date, computed on a daily basis for each day of the
hold over period, plus all additional rental and other sums due hereunder. No
holding over by Tenant, whether with or without consent of Landlord, shall
operate to extend this Lease except as otherwise expressly agreed by the
parties. The preceding provisions of this Paragraph shall not be construed as
Landlord's consent for Tenant to hold over.
32. RIGHTS OF MORTGAGEE: Tenant accepts this Lease subject and subordinate
to any recorded mortgage, deed of trust or other lien presently existing or
hereafter to exist with respect to the Leased Premises. Landlord is hereby
irrevocably vested with full power and authority to subordinate Tenant's
interest under this Lease to any mortgage, deed of trust or other lien hereafter
placed on the Leased Premises, and Tenant agrees upon demand to execute such
additional instruments subordinating this Lease as Landlord or the holder of any
such mortgage, deed of trust, or lien may require. If the interests of Landlord
under this Lease shall be transferred by reason of foreclosure or other
proceedings for enforcement of any mortgage on the Leased Premises. Tenant shall
be bound to the transferee (sometimes called the "purchaser") under the terms
and conditions of this Lease for the balance of the remaining lease term,
including any extensions or renewals, with the same force and effect as if the
Purchaser were Landlord under this Lease. Tenant further agrees to attorn to the
Purchaser, including the mortgagee under any such mortgage if it be the
Purchaser, as its Landlord. Such attornment shall be effective without the
execution of any further instruments upon the Purchaser succeeding to the
interest of Landlord under this Lease. The respective rights and obligations of
Tenant and the Purchaser upon the attornment, to the extent of the then
remaining balance of the term of this Lease, and any extensions and renewals,
shall be and are the same as those set forth in this Lease. Each such holder of
any mortgage, deed of trust, or lien, and each such Purchaser, shall be a
third-party beneficiary of the provisions of this Paragraph.
33. ESTOPPEL CERTIFICATES: Tenant agrees to furnish within ten (10) days,
from time to time, upon request of Landlord or Landlord's mortgagee, a statement
certifying that Tenant is in possession of the Leased Premises; the Leased
Premises are acceptable; the Lease is in full force and effect; the Lease is
unmodified; Tenant claims no present charge, lien, or claim of offset against
Rent; the Rent is paid for the current month, but is not paid and will not be
paid for more than one month in advance; there is no existing default by reason
of some act or omission by Landlord; and such other matters as may be reasonably
required by Landlord or Landlord's mortgagee.
34. SUCCESSORS: This Lease shall be binding upon and inure to the benefit
of Landlord and Tenant and their respective heirs, personal representatives,
successors and assigns. It is hereby covenanted and agreed that should
Landlord's interest in the Leased Premises cease to exist for any reason during
the term of the Lease, then notwithstanding the happening of such event this
Lease shall nevertheless remain unimpaired and in full force and effect and
Tenant hereunder agrees to attorn to the then owner of the Leased Premises.
35. REAL ESTATE COMMISSION: Tenant represents and warrants that it has
dealt with no broker, agent, or other person in connection with this transaction
and that no other broker, agent, or other person brought about this transaction
other than Fults Industrial and JSC Realty Services, Inc.; and Tenant agrees to
---------------------------------------------indemnify and hold Landlord harmless from and against any claims by any other
broker, agent, or other person claiming a commission or other form of
compensation by virtue of having dealt with Tenant with regard to this leasing
transaction. The provisions of this paragraph shall survive the termination of
this Lease.
36. EXPANSION: If during the term of this Lease, Tenant occupies, under a
new written Lease with Landlord, space of a size substantially larger than the
present Leased Premises within any development owned by Landlord, this Lease

shall be terminated upon execution of the Lease for such substitute space.
Notwithstanding the above-stated, Tenant shall remain obligated to pay for any
Rents or other sums due Landlord as a result of Tenant's tenancy hereunder, and
such obligation shall survive the termination of this Lease pursuant to this
Paragraph 36.
37. MECHANIC'S LIENS: Tenant shall have no authority, express or implied,
to create or place any lien or encumbrance of any kind or nature whatsoever
upon, or in any manner to bind, the interest of Landlord in the Leased Premises
or to charge the Rentals payable hereunder for any claim in favor of any person
dealing with Tenant, including those who may furnish materials or perform labor
for any construction or repairs. Each such claim shall affect and each such lien
shall attach to, if at all, only the leasehold interest granted to Tenant by
this Lease. Tenant covenants and agrees that it will pay or cause to be paid all
sums legally due and payable by it on account of any labor performed or
materials furnished in connection with any work performed on the Leased Premises
on which any lien is or can be validly and legally asserted against its
Leasehold interest in the Leased Premises or the improvements thereon. Tenant
further agrees to save and hold Landlord harmless from any and all loss, cost,
or expense based on or arising out of asserted claims or liens against the
Leasehold estate or against the right, title and interest of the Landlord in the
Leased Premises or under the terms of this Lease. Under no circumstances shall
Tenant be or hold itself out to be the agent or representative of Landlord with
respect to any alteration of the Leased Premises whether or not consented to or
approved by Landlord hereunder.
38. ENTIRE AGREEMENT, AND LIMITATION-OF WARRANTIES: It is expressly agreed
by Tenant, as a material consideration for the execution of this Lease, that
this Lease is the entire agreement of the parties and that there are and were no
verbal representations, warranties, understandings, stipulations, agreements, or
promises pertaining to this Lease no incorporated in this Lease. Landlord and
Tenant expressly agree that there are and shall be no implied warranties of
merchantability of fitness or of any other kind arising out of this Lease and
that Tenant's acceptance of the Leased Premises shall be "as is". It is likewise
agreed that this Lease may not be altered, waived, amended, or extended except
by an instrument in writing signed by both Landlord and Tenant. Not in
limitation upon the foregoing, Landlord agrees that to the extent assignable,
all warranties, if any shall exist, from contractors or suppliers with respect
to the improvements to the Leased Premises hereunder are hereby assigned to
Tenant.
39. MISCELLANEOUS:
(a) Words of any gender used in this Lease shall be held and construed
to include any other gender; and words in the singular number shall be held to
include the plural, unless the context otherwise requires.
(b) Each party agrees to furnish to the other, promptly upon demand, a
corporate resolution, proof of due authorization by partners, or other
appropriate documentation evidencing the due authorization and power of such
party to enter into this Lease.
(c) The captions inserted in this Lease are for convenience only and
in no way define, limit, or otherwise describe the scope or intent of this Lease
or any provision hereof, or in any way affect the interpretation of this Lease.
(d) If any clause or provision of this Lease is illegal, invalid, or
unenforceable under present or future laws effective during the term of this
Lease, then and in that event, it is the intention of the parties
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(e) Because the Leased Premises are on the open market and are
presently being shown, this Lease shall be treated as an offer to lease only.
Unless and until this Lease is accepted by Landlord and Tenant in writing and a
fully executed copy delivered to both parties, this offer is subject to
withdrawal or non-acceptance by Landlord and the Leased Premises may be leased
to another party or used for another purpose by Landlord without notice.
(f) All references in this Lease to "the date hereof" or similar
references shall be deemed to refer to the last date, in point of time, on which
all parties hereto have executed this Lease.
(g) If the Commencement Date shall be determined under Paragraphs 4(b)
or (c) of this Lease, Landlord and Tenant shall enter into on agreement in

recordable form setting forth the Commencement Date and Termination Date of the
Lease term.
(h) In the event that Tenant shall fail to perform any duty or
obligation hereunder, whether maintenance, repair or replacement of the Leased
Premises, maintenance of insurance, or otherwise, then Landlord may, but shall
in no event be obligated to, without notice of any kind, take compensation for
the time and effort of Landlord shall be deemed additional Rental hereunder due
and payable by Tenant on demand.
(i) If Tenant shall fail to pay, when the same is due and payable, any
Rent, any additional Rent, or any other sum due hereunder, such unpaid amount
shall bear interest from the due date thereof to the date of payment at the
highest non-usurious rate permitted by applicable law.
(j) Landlord does not in any way or for any purpose become a partner
of Tenant in the conduct of its business or otherwise, nor a member of a joint
venture with Tenant.
(k) Tenant shall not record this Lease without the prior written
consent of Landlord. However, upon the request of either party hereto, the other
party shall join in the execution of a memorandum or so-called "short form" of
this Lease for the purposes of recordation.
(1) Time is of the essence in the performance of all the covenants,
conditions, and agreements contained in this Lease.
(m) Any duty, obligation, or debt and any right or remedy arising
hereunder and not otherwise consumated and/or extinguished by the express terms
hereof at or as of the time of termination of this Lease, whether at the end of
the term hereof or otherwise, shall survive such termination as continuing
duties, obligations, and debts of the obligated party to the other or continuing
rights and remedies of the benefitted party against the other.
(n) This Agreement may be executed in one or more counterparts, each
of which counterparts shall for all purposes be deemed to be an original; but
all such counterparts together shall constitute but one instrument.
(o) Attached hereto, marked Exhibit "A" through Exhibit "H", are
certain exhibits to this Lease all of which are hereby incorporated herein by
reference.
40.

NOTICE:

(a) All Rent and other payments required to be made by Tenant shall be
payable to Landlord at the address set forth below or any other address Landlord
may specify from time to time by written notice delivered to Tenant.
(b) All payments, if any, required to be made by Landlord to Tenant
shall be payable to Tenant at the address set forth below or at any other
address within the United States as Tenant may specify from time to time by
written notice.
(c) Any notice or document required or permitted to be delivered by
this Lease shall be deemed to be delivered (whether or not actually received)
when deposited in the United States mail, postage prepaid, certified mail, or
return receipt requested, addressed to the parties at the respective addresses
set out below or such other address as hereinafter specified by notice given in
accordance with this paragraph.
LANDLORD:
TDC DALLAS PARTNERS N0. 2, LTD.
1701 Pacific Avenue, Suite 200
Oxnard CA 93033

TENANT:
MY ALARM, INC.
12801 SpringLake Road, Suite 521
Farmers Branch, TX 75234

EXECUTED by Landlord and Tenant on the date below stated as their respective
Dates of Execution.
LANDLORD:

TENANT:

DALLAS PARTNERS NO. 2, LTD.
- --Told Development Corporation Dallas

MY ALARM, INC.

By: /s/ Craig L. Miller
---------------------------------Craig L. Miller

By: /s/ James R. Hull
---------------------------------James R. Hull

Its: President

Its: C.E.O.

Date: December 9, 1991

Date: 11/27/91
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EXHIBIT "A"
LEGAL DESCRIPTION
----------------PROPERTY
- -------BEING a tract of land situated in the Thomas Keenan Survey, Abstract No. 733, in
Dallas County, Texas and also being part of Block 2 of Valley View Place
Addition, Fourth Installment, an Addition to the City of Farmers Branch as
recorded in Volume 74187, Page 0415 of the Deed Records of Dallas County, Texas,
and being more particularly described as follows:
BEGINNING at an iron pin for corner at the intersection of the North line of
Springlake Road (a 60 foot Right-of-way); with the West line of Interstate
Highway 35-E (a variable width Right-of-way);
THENCE North 89 degrees, 48 minutes and 00 seconds West, 320.12 feet along the
said North line of Springlake Road to an iron pin for corner;
THENCE North 0 degrees, 30 minutes and 00 seconds West, 140.00 feet to an iron
pin for corner;
THENCE North 89 degrees, 48 minutes and 00 seconds West, 75.00 feet to an iron
pin for corner;
THENCE North 9 degrees, 58 minutes and 46 seconds West, 313.81 feet to an iron
pin for corner;
THENCE North 71 degrees, 46 minutes and 00 seconds East, 549.80 feet to an iron
pin for corner on the said West line of Interstate Highway 35-E, said point also
being in a curve to the right running in a Southerly direction and having a
central angle, of 6 degrees, 30 minutes and 10 seconds a radius of 937.93 feet
and a tangent bearing South 0 degrees, 49 minutes and 15 seconds West;
THENCE along said curve, and the said West line of Interstate Highway 35-E,
106.45 feet to an iron pin for corner;
THENCE South 7 degrees, 19 minutes and 25 seconds West, 520.58 feet continuing
along the said West line of Interstate Highway 35-E to the POINT OF BEGINNING
and CONTAINING 5.327 acres (232,026 square feet) of land.
Also known as Valley View Tech Center, III, a Resubdivision of a Part of Block 2
Valley View Place Addition Fourth Installment, An addition to Farmers Branch,
Texas recorded in Volume 84192, Page 73, amended in Volume 84226, Page 2921, Map
Records, Dallas County, Texas.
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EXHIBIT "B"
LEASEHOLD IMPROVEMENTS
---------------------1. Leasehold Improvements: Landlord will provide at its expense, such leasehold
improvements as are described on the space plan drawn by Gary L. Blevins, AIA
and dated October 28, 1991. The final plans and specifications for such
leasehold improvements, when approved in writing by both Landlord and Tenant,
shall be deemed by this reference to have been incorporated into this Lease as
Exhibit "H" in the Lease and thereafter to be a part hereof.
2. In the event that the plans and specifications, which are Incorporated In the
Lease as Exhibit "H" are changed by the Tenant, and the change results in a
significant reduction in cost, the Landlord will reduce the Base Rent by
amortizing the savings amount at 10.5% Interest over a sixty month term (eg: a
$1,000.00 savings equates to a Base Rental reduction of $21.31 per month over
the term). If the changes result in a significant increase in cost, the increase
will first be offset by any reductions in cost, then any excess cost will be
paid by the Tenant in one lump sum on the commencement date of the Lease.
3. Tenant is responsible for making application for a Certificate of Occupancy
for the premises and paying all fees associated with such application.
[MAP]
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EXHIBIT "C"

Renewal Option
-------------Provided that at the end of the primary term of this Lease, Tenant not being in
default of any term, condition or covenant contained in this Lease, Tenant (but
not any assignee or sublessee) shall have the right and option to renew this
Lease by written notice delivered to Landlord no later than one hundred eighty
(180) days prior to the expiration of the primary term, for the additional term
of thirty-six (36) months, under the same terms, conditions and covenants
contained herein except:
1.

Tenant shall have no further renewal options unless expressly granted by
Landlord in writing; and

2.

The Base Rental for the Renewal term shall be equal to prevailing rental
rates for properties of equivalent quality, size, utility and location;
however, in no event is the Landlord obligated to renew lease for subject
space at less than a Base Rate of $ 6.50 p.s.f. with Tenant paying all
-----pro-rata share of increases over the expense stop as set forth in Paragraph
#6 of the Lease.
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EXHIBIT "D"
RULES AND REGULATIONS
---------------------

The following Rules and Regulations are prescribed by Landlord in
order to provide and maintain, to the best of Landlord's ability, orderly, clean
and desirable Leased Premises, building and parking facilities for the tenants
therein and to regulate conduct in and use of Leased Premises, the building and
parking facilities in such a manner as to minimize interference by others in the
proper use of Leased Premises by Tenant. In the following Rules and Regulations,
all references to Tenant include not only the Tenant, but, also, Tenant's
agents, servants, employees, invitees, licensees, visitors, assignees, and/or
sublessees:
1. Tenant shall not block or obstruct any of the entries, passages, doors,
hallways, or stairways of building or parking area, or place, empty, or throw
any rubbish, litter, trash, or material of any nature into such areas, or permit
such areas to be used at any time except for ingress or egress of Tenants.
2. Landlord will not be responsible for lost or stolen personal property,
equipment, money, or any article taken from the Leased Premises, building, or
parking facilities regardless of how or when loss occurs.
3. The plumbing facilities shall not be used for any other purpose than that for
which they are constructed, and no foreign substance of any kind shall be placed
therein, and the expense of any breakage, stoppage, or damage resulting from a
violation of this provision shall be borne by Tenant.
4. Tenant shall permit Landlord, during the six (6) months prior to the
termination of this lease to show Leased Premises during business or
non-business hours to prospective lessees and to advertise Leased Premises for
rent.
5. Any additional keys required by Tenant during the term of this lease shall be
requested from Landlord and shall be paid for by Tenant upon delivery of keys to
premises. In the event new locks are requested by Tenant, then all costs
associated with such request (including hardware, installation and keys) shall
be paid by Tenant.
6. The common parking facilities are available for use by any and all Tenants.
Landlord reserves the right to assign or allocate parking in the event of
conflicts, abuse or improper use of these common parking facilities. It is
generally understood that any Tenant should utilize only those parking spaces
immediately adjacent to that Tenant's specific Leased Premises.
Proper use of the common parking facilities is deemed to be that use
which is occasioned by the normal in and out traffic required by the Tenant, in
the normal course of the Tenant's business operations.
Vehicles that are abandoned, disabled, have expired registration
stickers, obstructing any means of ingress or egress to any Leased Premises, or
in any way a general nuisance or hazard are subject to removal, without notice
by Landlord's designated wrecker and towing service. All costs associated with
such removal shall be at the Tenant's/Vehicle Owner's expense.
7. Tenant shall not use the building, Leased Premises, or parking facilities for
housing, lodging, or sleeping purposes without express consent of Landlord in
writing.
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EXHIBIT "E"
HAZARDOUS SUBSTANCES, TENANT'S COMPLIANCE WITH APPLICABLE REQUIREMENTS
---------------------------------------------------------------------AND COMPLIANCE WITH LAW
----------------------1.0 Hazardous Substances
(a) Reportable Uses Require Consent. The term "Hazardous Substance" as
used in this Lease shall mean any product, substance, chemical, material or
waste whose presence, nature, quantity and/or intensity of existence, use,
manufacture, disposal, transportation, spill, release or effect, either by
itself or in combination with other materials expected to be on the Leased
Premises, is either; (i) potentially injurious to the public health, safety or
welfare, the environment, or the Leased Premises; (ii) regulated or monitored by
any governmental authority; or (iii) a basis for potential liability of Landlord
to any governmental agency or third party under any applicable statute or common
law theory. Hazardous Substance shall include, but not be limited to,
hydrocarbons, petroleum, gasoline, crude oil or any products or by products
thereof, Tenant shall not engage in any activity in or about the Leased Premises
which constitutes a Reportable Use (as hereinafter defined) of Hazardous
Substances without the express prior written consent of Landlord and compliance
in a timely manner (at Tenant's sole cost and expense) with all Applicable
Requirements (as defined in Paragraph 2.0). "Reportable Use" shall mean (i) the
installation or use of any above or below ground storage tank, (ii) the
generation, possession, storage, use, transportation, or disposal of Hazardous
Substance that requires a permit from, or with respect to which a report,
notice, registration or business plan is required to be filed with any
governmental authority, and (iii) the presence in, on or about the Leased
Premises of a Hazardous Substance with respect to which any Applicable Laws
require that a notice be given to persons entering or occupying the Leased
Premises or neighboring properties. Notwithstanding the foregoing, Tenant may,
without Landlord's prior consent, but upon notice to Landlord and in compliance
with all Applicable Requirements, use any ordinary and customary materials
reasonably required to be used by Tenant in the normal course of the permitted
use (as specified in paragraph 11), so long as such use is not a Reportable Use
and does not expose the Leased Premises or neighboring properties to any
meaningful risk of contamination or damage or expose Landlord to any liability
therefor. In addition, Landlord may (but without any obligation to do so)
condition its consent to any Reportable Use of any Hazardous Substance by Tenant
upon Tenant's giving Landlord such additional assurances as Landlord, in its
reasonable discretion, deems necessary to protect itself, the public, the Leased
Premises and the environment against damage, contamination or injury and/or
liability therefor, including but no limited to the installation (and, at
Landlord's option, removal on or before Lease expiration or earlier termination)
of reasonably necessary protective modifications to the Leased Premises (such as
concrete encasements) and/or the deposit of an additional Security Deposit under
Paragraph 5 hereof.
(b) Duty to inform Lessor, if Tenant knows or had reasonable cause to
believe, that a Hazardous Substance has come to be located in, on, under or
about the Leased Premises or the Building, other than as previously consented to
by Landlord, Tenant shall immediately give Landlord written notice thereof,
together with a copy of any statement, report, notice, registration, application
permit, business plan, license, claim, action or proceeding given to or received
from, any governmental authority or private party concerning the presence,
spill, release, discharge of, or exposure to, such Hazardous Substance including
but not limited to all such documents as may be involved in any Reportable Use
involving the Leased Premises, Tenant shall not cause or permit any Hazardous
Substance to be spilled or released in, on, or under or about the Leased
Premises (including, without limitation, through the plumbing or sanitary sewer
system).
(c) Indemnification. Tenant shall indemnify, protect, defend and hold
Landlord, its agents, employees, lenders and ground Landlord, if any and the
Leased Premises, harmless from and against any and all damages, liabilities,
judgements, costs claims, liens, expenses, penalties, loss of permits and
attorneys' and consultants' fees arising out of or involving any Hazardous
Substance brought onto the Leased Premises by or for Tenant or by anyone under
Tenant's control. Tenant's obligations under this Paragraph 1.0(c) shall
include, but not be limited to, the effects of any contamination or injury to
person, property or the environment created or suffered by Tenant, and the cost
of investigation (including consultant's and attorneys' fees and testing),
removal, remediation, restoration and/or abatement thereof, or of any
contamination therein involved and shall survive the expiration or earlier
termination of this Lease. No termination, cancellation or release agreement
entered into by Landlord and Tenant shall release Tenant from its obligations
under this Lease with respect to Hazardous Substances, unless specifically so
agreed by Landlord in writing at the time of such agreement.
2.0 Tenants' Compliance with Requirements. Tenant shall, at Landlord's sole cost

and expense, fully, diligently and in a timely manner, comply with all
"Applicable Requirements", which term is used in this Lease to mean all laws,
rules, regulations, ordinances, directives, covenants, easements and
restrictions of record, permits, the requirements of any applicable fire
insurance underwriter or rating bureau and the recommendations of Landlord's
engineers and/or consultants, relating in any manner to the manner to the Leased
Premises (including but not limited to matters pertaining to (i) industrial
hygiene, (ii) environmental conditions on, in, under or about the Leased
Premises, including soil and groundwater conditions and (iii) the use,
generation, manufacture, production, installation, maintenance, removal,
transportation, storage, spill or release of any Hazardous Substance), now in
effect or which may hereafter come into effect, Tenant shall, within five (5)
days after receipt of Landlord's written request, provide Landlord with copies
of all documents and information, including but not limited to permits,
registration, manifests, applications, reports and certificates, evidencing
Tenant's compliance with any Applicable Requirements specified by Landlord, and
shall immediately upon receipt, notify Landlord in writing (with copies of any
documents involved) of any threatened or actual claim, notice, citation,
warning, compliant or report pertaining to or involving failure by Tenant or the
Leased Premises to comply with any Applicable Requirements. Notwithstanding
anything to the contrary stated above, Tenant shall not be liable hereunder for
anything relating to the conditions that preexisted before Tenant's occupancy of
the Premises in January, 1995 under the sublease with CTX International; nor
with any conditions not caused by tenant.
3.0 Inspection; Compliance with Law. Tenant, Landlord's agents, employees,
contractors and designated representative, and the holders of any mortgages,
deeds of trust or ground leases on the Leased Premises ("Lenders") shall have
the right to enter the Leased Premises at any time in the case of an emergency,
and otherwise at reasonable times, for the purpose of inspecting the condition
of the Leased Premises and for verifying compliance by Tenant with this Lease
and all Applicable Requirements (as defined in Paragraph 2.0) and Landlord shall
be entitled to employ experts and/or consultants in connection therewith to
advise Landlord with respect to Tenant's activities, including but not limited
to Tenant's installation, operation, use, monitoring, maintenance, or removal of
any Hazardous Substance on or from the Leased Premises. The costs and expenses
of any such inspections shall be paid by the party requesting same, unless a
Default or Breach of this Lease by the inspection is requested or ordered by a
governmental authority as the result of any such existing or imminent violation
or contamination, in such case, Tenant shall upon request reimburse Landlord or
Landlord's Lender, as the case may be, for the costs and expenses of such
inspections.

Exhibit 10.46
FIRST AMENDMENT OF LEASE
-----------------------This First Amendment of Lease is entered into by and between TDC Dallas Partners
No. 2, Ltd., (hereinafter referred to as "Landlord") and Monitronics
International, Inc. referred to as "Tenant").
WHEREAS, Monitronics International, Inc, is the rightful Owner of Tenant's
interest in that certain Commercial Lease Agreement dated December 4, 1991, (the
"Lease"), by and between TDC Dallas Partners No. 2, Ltd (as Landlord) and My
Alarm, Inc., (Original Tenant) pursuant to that certain Assignment, Assumption
and Consent Agreement dated October 21, 1994.
WHEREAS, Landlord and Original Tenant entered into that certain Lease dated
December 4, 1991 (the "Lease") pursuant to which Landlord leased to Original
Tenant approximately 8,037 square feet of premises located at 12801 Stemmons
Freeway, Suite 821, Farmers Branch, Texas (the "Leased Premises").
WHEREAS, Landlord and Tenant desire to extend the term of the Lease.
Now, therefore, in consideration of the mutual covenants herein contained and
$10.00 and other good and valuable consideration, it is covenanted and agreed
between the parties that the Lease be modified and amended as follows:
1.

The Termination Date of the Lease shall be extended by eighty four (84)
months to February 29, 2004.

2.

Base Rental as defined in paragraph 5 of the Lease shall be as follows:
March l,
November
March 1,
March 1,

3.

1997
l, 1997
2000
2002

-

October 31, 1997
February 29, 2000
February 28, 2002
February 29, 2004

@
@
@
@

$2,512.00
$5,024.00
$5,358.00
$6,028.00

per
per
per
per

month
month
month
month

Paragraph 4(c) of the Lease is hereby deleted in its entirety and is
replaced with the following: Leasehold Improvements: Beginning upon full
lease execution and provided Tenant is not in default of any term,
condition or covenant in the Lease, Landlord will provide a twenty thousand
and no/100 dollar ($20,000.00) construction allowance for interior
modifications to the Tenant's Leased Premises. Such construction allowance
will be based on floor plans approved in writing by Landlord and Tenant.
Tenant will provide Landlord receipts (including receipts from the last
twelve months on leasehold improvement items) for the twenty thousand
dollars no later than June 1, 1997, all at one time, along with full lien
waiver releases from each contractor on the job, and Landlord will
reimburse Tenant in one (1) lump sum payment within thirty (30) days upon
receipt of same.
In addition to the interior construction allowance, Landlord will commit
to spending:
(i)

Up to $1,500.00 on exterior parking lot flood lights aimed
towards Tenant's front area (flood lights to be installed as soon
as possible, but no later than April 15, 1997).

(ii) Up to $2,500.00 in landscaping Tenant's front areas (landscaping
to be completed by May 15, 1997).
Landlord also agrees to assign six (6) parking spaces to Monitronics, as
close as reasonably possible to Tenant's front area.
4.

The "Right of First Refusal To Lease Additional Space" provision, also
known as Exhibit "F" in the Lease, shall be reinstated through February
28, 2002.

5.

Renewal Option:
Provided that at the end of the primary renewal term of this Lease, Tenant
not being in default of any term, condition or covenant contained in this
Lease, Tenant (but not assignee or sublessee) shall have the right and
option to renew this Lease by written notice delivered to Landlord no later
than one hundred eighty (180) days prior to the expiration of the primary
term, for the additional term of sixty (60) months, under the same terms,
conditions and covenants contained herein except:
(i)

Tenant shall have no further renewal options unless expressly granted
by Landlord in writing; and

(ii) The Base Rental for the Renewal term shall be equal to ninety five
percent (95%) of the prevailing rental rates for properties of
equivalent quality, size, utility and location.

6.

Option Space:
Option 1

Tenant shall have the option to expand into the approximately
1,936 square feet of contiguous space to the North (also known as
suite 825) on February 1, 1998 under the following terms and
conditions:
(i)

Tenant must notify Landlord in writing no later than 1:00 pm
C.S.T. on August 1, 1997 of its intent to lease suite 825,
(failure to notify Landlord by this time, will result in
Tenant forfeiting its option rights to suite 825).

(ii) Landlord shall provide five thousand, eight hundred and
eight and no/100 dollars ($5,808.00) remodeling allowance.
Tenant shall submit a one time invoice no later than April
1, 1998, totaling this amount along with full lien waiver
releases from each contractor on the job. Landlord will
reimburse withing thirty (30) days of receipt of Tenants
invoice/release documents, provided Tenant is not in default
of any term, condition or covenant in the Lease.
(iii) Base Rental shall be at the same rate per square foot, and
on the same time period schedule as stated above in
paragraph 2.
(iv) Tenant shall hold Landlord harmless from any claim, in the
event that the current occupant of Suite 825 holds over
without permission from Landlord.
Option 2

Tenant shall have the option to expand into the approximately
4,550 square feet of contiguous space to the east (also known as
Suite 815) on or before September 1, 1997, provided such space is
vacant, and no lease obligation exists, under the following terms
and conditions.
(i)

Tenant understands that Suite 815 is currently encumbered by
a lease through March 30, 1999, and therefore Landlord may
not be able to make the space available to Tenant.

(ii) Landlord will notify Tenant with an executable lease
document form (Option Amendment Form) that Suite 815 is
available for occupancy. Tenant shall have five (5) business
days to sign the Option Amendment Form. Failure by Tenant to
sign the Option Amendment Form shall result in Tenant's
forfeiture of its option rights to Suite 815.
(iii) Base Rent shall be at the same rate per square foot and on
the same time period schedule as stated above in Paragraph 2
except that the Base Rent payments shall be at half rent for
the first twelve (12) months (as they relate to Suite 815),
from the time Landlord notifies Tenant that Suite 815 is
vacant and ready for occupancy.
7.

Termination Provision: Provided that Tenant is not in default of any term,
condition or covenant in the Lease, Tenant (but not any assignee or
subtenant) shall have the option to terminate this Lease on February 28,
2002 subject to the following terms and conditions:
(i)

Tenant must notify Landlord in writing by registered mail,
return receipt requested on or before 5:00 pm, C.S.T.,
August 31, 2001 informing Landlord of Tenant's intent to
exercise its option to terminate.

(ii) The penalty for this early termination is $21,979.00 for the
original 8,037 square feet (Suite 821) due and payable along
with the written notice referred to in 7(i) above. If Tenant
exercises Option 1 referred to above in paragraph 6 (1,936
sf of expansion to the north, also known as Suite 825), the
early termination penalty is an additional $4,261.00 due and
payable along with the written notice referred to in 7(i)
above. If Tenant exercises Option 2 as referred to above in
paragraph 6 (4,550 sf expansion to the east, also known as
Suite 815), then the early termination penalty is an
additional $10,646.00 due and payable with the written
notice referred to in 7(i) above.
(iii) This termination option expires at 5:01 p.m. C.S.T. on
August 31, 2001.
8.

In the event of conflict between this First Amendment of Lease and the
Lease, the terms of this First Amendment of Lease shall prevail.

9.

Except as modified herein, all other terms and conditions of the Lease

between the parties above described shall continue in full force and
effect.
IN WITNESS WHEREOF, the parties hereto have executed this First Amendment of
Lease as of the date last stated below.
LANDLORD:

TENANT:

TDC Dallas Partners No. 2, Ltd.

Monitronics International, Inc.

By: /s/ Mark M. Anderson
---------------------------------Mark M. Anderson
Its: Vice President
TOLD Corporation
General Partner

By: /s/ James R. Hull
--------------------------------James R. Hull
Its: C.E.O. & President

Date: 2/17/97

Date: 2/12/97

Exhibit 10.47
SECOND AMENDMENT OF LEASE
------------------------This Second Amendment of Lease is entered into by and between TDC Dallas
Partners No. 2, Ltd., (hereinafter referred to as "Landlord") and Monitronics
International, Inc., referred to as "Tenant").
WHEREAS, Monitronics International, Inc, is the rightful Owner of Tenant's
interest in that certain Commercial Lease Agreement dated December 4, 1991, (the
"Lease"), by and between TDC Dallas Partners No. 2, Ltd (as Landlord) and My
Alarm, Inc., (Original Tenant) pursuant to that certain Assignment, Assumption
and Consent Agreement dated October 21, 1994.
WHEREAS, Landlord and Original Tenant entered into that certain Lease dated
December 4, 1991 and amended by that certain First Amendment of Lease dated
February 17, 1997, (the "Lease") pursuant to which Landlord leased to Original
Tenant approximately 8,037 square feet of premises located at 12801 Stemmons
Freeway, Suite 821, Farmers Branch, Texas (the "Leased Premises").
WHEREAS, Tenant desires to exercise its Option 1, expansion into approximately
1,936 square feet (the "Expansion Space I"), also known as Suite 825, as set
forth in paragraph 6 of the First Amendment of Lease.
Now, therefore, in consideration of the mutual covenants herein contained and
$10.00 and other good and valuable consideration, it is covenanted and agreed
between the parties that the Lease be modified and amended as follows:
1.

Total square footage of the Leased Premises is hereby amended to reflect
9,973 square feet.

2.

Effective February 1, 1998, and provided that the current occupant of Suite
825 has vacated the premises, Tenants Base Rent Schedule as set forth in
paragraph 2 of the First Amendment of Lease shall be changed to the
following Base Rent Schedule:
February 1, 1998
March 1, 2000
March 1, 2002

-

February 29, 2000
February 28, 2002
February 29, 2004

@ $6,234.00 per month
@ $6,649.00 per month
@ $7,480.00 per month

3.

In the event that Tenant is able to occupy Expansion Space I (suite #825),
prior to February 1, 1998 (due to the early termination of the tenant
currently occupying suite #825), the Base Rent for the entire 9,975 square
feet would be $6,234.00 per month for the interim period. Beginning
February 1, 1998, the rent schedule would be the amounts stated in
paragraph 2 above.

4.

Landlord shall provide five thousand eight hundred and eight and no/100
dollars ($5,808.00) remodeling allowance, as set forth in paragraph 6(ii)
("Option 1") of the First Amendment of Lease.

5.

In the event of conflict between this Second Amendment of Lease and the
Lease, the terms of this Second Amendment of Lease shall prevail.

6.

Except as modified herein, all other terms and conditions of the Lease
between the parties above described shall continue in full force and
effect.

IN WITNESS WHEREOF, the parties hereto have executed this Second Amendment of
Lease as of the date last stated below.
LANDLORD:
TDC Dallas Partners No. 2, Ltd.

TENANT:
Monitronics International, Inc.

By: /s/ Mark M. Anderson
---------------------------------Mark M. Anderson

By: /s/ James R. Hull
---------------------------------James R. Hull

Its: Vice President
TOLD Corporation
General Partner

Its: C.E.O. & President

Date: 9/17/97

Date: September 12, 1997

Exhibit 10.48
THIRD AMENDMENT OF LEASE
This Third Amendment of Lease is entered into by and between MRP/VV, L.P. a
Delaware limited partnership (hereinafter referred to as "Landlord"), and
Monitronics International, Inc (hereinafter referred to as "Tenant").
WHEREAS, MRP/VV, L.P., a Delaware limited partnership is the rightful owner
of Landlord's interest in that certain Commercial Lease Agreement dated December
4, 1991 by and between TDC Dallas Partners No. 2, Ltd. As (Original Landlord")
and My Alarm, Inc. (an "Original Tenant") and that certain "First Amendment of
Lease" dated February 17, 1997 by and between TDC Dallas Partners No. 2, Ltd.
(as "Original Landlord") and Monitronics International, Inc. (as "Tenant") and
that certain "Second Amendment of Lease" dated September 17, 1997 by and between
TDC Dallas Partners No. 2, Ltd. (as "Original Landlord") and Monitronics,
International, Inc. (as "Tenant") and,
WHEREAS, Monitronics International, Inc. is the rightful Owner of Tenant's
interest in that certain Commercial Lease Agreement dated December 4, 1991 (the
"Lease"), by and between TDC Dallas Partners No. 2., Ltd. As ("Original
Landlord") and My Alarm, Inc. (as "Original Tenant") pursuant to that certain
Assignment, Assumption and Consent Agreement, dated October 21, 1994. and,
WHEREAS, Original Landlord and Original Tenant entered into that certain
"Lease" dated December 4, 1991, pursuant to which the Original Landlord leased
to Original Tenant approximately 8,037 square feet of space located at 12801
Stemmons Freeway, Suite 821, Farmers Branch, Texas (the "Leased Premises") and
was amended by that certain "First Amendment of Lease" dated February 17, 1997
by and between Original Landlord and Tenant pursuant to which Original Landlord
and Tenant agreed to extend the term of the "Lease" by an additional eighty-four
(84) months. and,
WHEREAS, Original Landlord and Tenant entered into that certain "Second
Amendment of Lease" dated September 17, 1997 pursuant to which Original Landlord
leased to Tenant approximately 1,936 square feet of additional space (the
"Expansion Space #1") also known as 12801 Stemmons Freeway, Suite #825 which
increased the "Leased Premises" to contain approximately 9,973 square feet and,
WHEREAS, that certain Commercial Lease Agreement dated
subsequent First Amendment of Lease dated February 17, 1997
Second Amendment of Lease dated September 17, 1997 shall be
referred to as the "Lease" in this Third Amendment of Lease

December 4, 1991 and
and that subsequent
collectively
and,

WHEREAS, Tenant now desires to further expand the "Leased Premises" by an
approximate 4,550 square feet contained in 12801 Stemmons Freeway, Suite #815
(the "Expansion Space #2") shown on the attached Exhibit "A" 1 of 2 effective as
of August 1, 2001 and to further expand the "Leased Premises" by an approximate
6,043 square feet contained in 12801 Stemmons Freeway, Suite #829 ("Expansion
Space #3) shown on the attached Exhibit "A" 2 of 2 effective as of February 1,
2003 and,
WHEREAS, Landlord and Tenant desire to extend the term of the Lease;
NOW, THEREFORE, in consideration of the mutual covenants herein contained
and $10.00 and other good and valuable consideration, it is covenanted and
agreed between the parties that the Lease be modified and amended as follows:
1.

Leased Premises:
----------------

(A)

As of September 1, 2001 the Leased Premises shall be increased by the
4,550 square feet contained in 12801 Stemmons Freeway, Suite #815
("Expansion Space #2) and shall reflect 14,523 square feet.
------

(B)

As of February 1, 2003 the Leased Premises shall be increased by the
6,043 square feet
contained in 12801 Stemmons Freeway, Suite #829, ("Expansion Space #3)
and shall then reflect 20,566 square feet.
------

2.

Term: The Termination Date of the Lease shall now reflect December 31,
----2005.

3.

Base Rent: Effective as of September 1, 2001 the Tenant's Monthly Base
---------Rent Schedule as referred to in the Lease shall be amended to reflect
the following:
Dates

Monthly Base Rent

----September 1, 2001 - February 28, 2002
March 1, 2002 - January 31, 2003
February 1, 2003 - December 31, 2005
4.

----------------$10,061.50
$10,892.50
$15,172.96

Tenant Improvement: Landlord agrees to allow Tenant a "Construction
------------------Allowance" of up to $10.00 P.S.F. or $45,500.00 to be applied toward
the remodel or retrofit of "Expansion Space #2" (Suite #815 containing
4,550 S.F.) in accordance with the attached Exhibit "B" of this Third
Amendment of Lease. The aforementioned Construction Allowance shall
not be applied toward Tenants furniture, fixtures or equipment.
Tenant agrees to lease "Expansion Space #3" (Suite #829 containing
6,043 S.F.) in the "as-is" condition.
Tenant also agrees to extend the term of the "Original Leased
Premises" (Suite #821, containing 8,037 S.F.) and "Expansion Space #1
(Suite #825 containing 1,936 S.F.) in the "as-is" condition.

5.

Parking: Upon the occupancy of "Expansion Space #2 (Suite #815
-------containing 4,550 S.F.), Tenant shall have the use of thirteen (13)
reserved additional parking spaces within Valley View Tech Center III
(The "Project"). These spaces are allocated pursuant to code at a
1:350 ratio based on the additional 4,550 S.F. of space leased and
identified as "Expansion Space #2".

6.

Right of First Refusal to Lease Additional Space: On December 31, 1996
------------------------------------------------the provision titled "Right of First Refusal to Lease Additional
Space" known as Exhibit "F" in the "Original "Lease" dated December 4,
1991 expired, but was reinstated in Paragraph 4 of the "First
Amendment of Lease" dated February 17, 1997. This reinstated option
expires February 28, 2002. By execution of this "Third Amendment of
Lease" by Landlord and Tenant, this option as originally stated in
Exhibit "F" of the "Original Lease" and then reinstated in Paragraph 4
of the "First Amendment of Lease," shall be deleted and replaced with
the Right of First Refusal to Lease Additional Space as contained in
the attached "Exhibit C" of this "Third Amendment of Lease".

7.

Renewal Option: Upon the execution of this "Third Amendment of Lease"
--------------by Landlord and Tenant, the Renewal Option language as stated in
Paragraph 5 of the "First Amendment of Lease" dated February 17, 1997
shall be deleted and replaced by the following "Renewal Option"
provision:
Provided that at the end of this extended term as provided for in this
"Third Amendment of Lease", Tenant not being in default of any term,
condition or covenant contained in this Lease, Tenant (but not
assignee or sublesee except through the purchase of all or
substantially all of Tenant's assets, through foreclosure or
otherwise) shall have the right and option to renew all of or a
portion of the Leased Premises by written notice delivered to Landlord
no later than one hundred eighty (180) days prior to the expiration of
the primary term, for the additional term of sixty (60) months, under
the same terms, conditions and covenants contained herein except:
(i)

Tenant shall have no further renewal options unless expressly
granted by Landlord in writing; and

(ii) The Base Rental for the Renewal term shall be equal to
ninety-five percent (95% of the then prevailing rental rates for
properties of equivalent quality, size, utility and location.
8.

Option Space: Upon execution of this "Third Amendment of Lease" by
------------both Landlord and Tenant, the "Option Space" provision contained in
Paragraph 6 of the "First Amendment of Lease" dated February 17, 1997
shall be deleted.

9.

Termination Provision: Upon
---------------------Lease" by both Landlord and
contained in Paragraph 7 of
February 17, 1997, shall be

10.

execution of the "Third Amendment of
Tenant, the Termination Provision
the "First Amendment of Lease" dated
deleted.

Real Estate Commission: With regard to the transaction contemplated by
----------------------this "Third Amendment of Lease", Tenant represents and warrants that
it has dealt with no broker, agent or other person in connection with
this transaction and that no other broker, agent, or other person
brought about this transaction other than The Weitzman Group as

--------------------Tenant's agent and Wilcox Realty Group as Landlord's agents; and
-----------------------------------------------------------Tenant agrees to indemnify and hold harmless from and against any
claim by any other broker, agent, or other person claiming a
commission or other form of compensation by virtue of having dealt
with Tenant with regard to this leasing transaction. The provisions of
this paragraph shall survive the termination of this Lease.
11.

In the event of conflict between this Third Amendment of Lease and the
Lease, First or Second Amendments of Lease, the terms of this Third
Amendment of Lease shall prevail.

12.

Except as modified herein, all other terms and conditions of the Lease
between the parties described shall continue in full force and effect.

IN WITNESS WHEREOF, the parties hereto have executed the Third Amendment of
Lease as of the date last stated below.
LANDLORD:

TENANT:

MRP/VV, L.P. a Delaware Limited
Partnership By: MRP.GP, L.L.C.

Monitronics International, Inc.

By: Macfarlan Real Estate Services, L.P.
Its authorized agent
By: /s/ Keith A. Waggoner
-----------------------------------Keith A. Waggoner

By: /s/ STEPHEN M. HEDRICK
--------------------------------STEPHEN M. HEDRICK

Its: Chief Operating Officer

Its: C.E.O V.P. FINANCE

Date: 8-31-01

Date: 8/27/01
EXHIBIT A
--------THIRD AMENDMENT OF LEASE
1 OF 2
"EXPANSION SPACE #2"

Valley View Tech Center III
12801 Stemmons Freeway
Suite 815
Farmers Branch, TX
+/- 4,550 S.F.
[MAP]
EXHIBIT A
--------THIRD AMENDMENT OF LEASE
2 OF 2
"EXPANSION SPACE #3"
Valley View Tech Center III
12801 Stemmons Freeway
Suite 829
Farmers Branch, TX
+/- 6,043 S.F.
[MAP]
EXHIBIT "B"
THIRD AMENDMENT OF LEASE
CONSTRUCTION AGREEMENT
FOR "EXPANSION SPACE #2"
Tenant: Monitronics International, Inc.

Landlord: MRP/VV, L.P., a Delaware limited partnership, By: MRP, G.P., L.L.C.
Third Amendment
Of Lease Agreement
Date:
-----------Building:

Valley View Tech Center, 12801 Stemmons Freeway, Suite 815,
Farmers Branch, TX 75234

Net Rentable
Square Feet:

4,550 S.F.

1.

Representatives. Landlord hereby appoints Kathy Umphrey of Macfarlan
--------------Real Estate Services ("Landlord's Representative") to act as
Landlord's Representative in all matters covered by this Exhibit. The
address of Landlord's Representative is 7929 Brookriver Drive, Suite
145, Dallas, TX 75247. Tenant hereby appoints
Pierce ("Tenant's
-----------Representative") to act as Tenant's Representative in all matters
covered by this Exhibit. The address of Tenant's Representative is
12801 Stemmons
, Dallas, Tx
. All inquiries, requests,
-------------------------------------------instructions, authorizations and other communications with respect to
the matters covered by this Exhibit will be made to Landlord's
Representative or Tenant's Representative, as the case may be. Either
party may change its Representative under this Exhibit at any time by
giving ten (10) days written notice to the other party.

2.

Construction by Tenant: Tenant accepts Suite 815 containing 4,550 S.F.
---------------------"as is". Any finish-out construction or refurbishing work, including
all utility connections, shall be performed by Tenant. At the
completion of the construction to be done by Tenant, Landlord shall
provide Tenant a "Construction Allowance" not to exceed Forty Five
Thousand, Five Hundred Dollars ($45,500.00) as set forth below. This
paragraph is subject to the following terms and conditions:
a.

Plans & Specifications: Tenant shall submit plans and
specifications for the finish-out work to Landlord. Tenant's
plans and specifications must be approved by Landlord in writing
prior to the commencement of construction. All work shall be
performed in conformance with such approved plans and
specifications in a good and workmanlike manner and in compliance
with all applicable laws, rules, codes, ordinances and
regulations. Tenant, at Tenant's sole cost and expense, shall
obtain all permits required prior to commencement of
construction.

b.

Contractor Approval: Prior to commencement of Tenant's work,
Tenant shall submit to Landlord for Landlord's approval a list of
contractors and/or subcontractors who will perform Tenant's Work.
Landlord reserves the right to reject any contractor or
subcontractor. Tenant or Tenant's contractors or subcontractors
shall be required to obtain from Landlord permission for using
any area outside the Leased Premises for storage, handling or
moving materials and equipment or for parking any vehicles. In
addition, Tenant and its contractors and subcontractors shall
comply with Landlord's building guidelines applicable to
construction of Tenant's Work.

c.

Insurance: Tenant and/or Tenant's contractors and subcontractors
shall be required to provide, in addition to the insurance
required to be maintained by Tenant pursuant to the Lease, the
following types of insurance and the following minimum amounts,
naming Landlord and any other persons having an interest in the
building
as "additional insured" or "as their interests may appear",
issued by companies and in form and substance approved by
Landlord:
(i)

General Liability coverage with limits of at least
$1,000,000 per each occurrence.

(ii) Workman's Compensation coverage with limits of at least
$500,000.00 for the employer's liability coverage
thereunder.
(iii) All Risk Builders Risk on 100% Completed Value, covering
damage to the construction and improvements to be made by
Tenant with 100% coinsurance protection.
(iv) Automobile Liability coverage with bodily injury limits of

at least $1,000,000.00 per accident and $500,000.00 accident
for property damage.
(v)

Other insurance reasonably required by Landlord.

Original or duplicate policies (or at Landlord's option,
certificates thereof) for all of the foregoing insurance shall be
delivered to Landlord before Tenant" Work is started and before
any contractor's or subcontractor's equipment is moved on to any
part of the Leased Premises.

3.

d.

Liability During Construction. Tenant hereby assumes any and all
----------------------------liability arising out of or relating to Tenant's Work or to the
Leased Premises after the date hereof, including any liability
arising out of statutory or common law for any and all injuries
to or death of any and all persons (including, without
limitation, Tenant's contractors and subcontractors and their
employees) and any liability for any and all damage to person or
to property caused by, or resulting from, or arising out of or in
connection with any act or omission on the part of the Tenant,
Tenant's contractors and Tenant's or their subcontractors or
employees in the performance of Tenant's Work, and Tenant further
agrees to defend, indemnify and save harmless Landlord from an
against all damages, claims, costs, liabilities, losses and/or
expenses (including legal fees and expenses) arising out of or
related to Tenant's Work, including without limitation, injuries,
death and/or damage, even if caused by the sole or concurrent
negligence of Landlord. Landlord shall have no responsibility or
liability for any foreseen or unforeseen circumstances or
conditions arising in connection with Tenant's Work on the
Premises, and Tenant assumes and shall be responsible for all
risks arising in connection therewith. Tenant agrees to insure
the foregoing assumed contractual liability in its liability
policies and the original or duplicate original of said policy
that Tenant will deliver to Landlord shall expressly include said
contractual liability coverage.

e.

Removal During Construction. Contractors and/or subcontractors
--------------------------participating in the Tenant's Work shall be required to keep the
Leased Premises and adjacent areas in a neat and clean condition
and to remove and dispose of all debris and rubbish caused by, or
resulting from the work and upon completion, to remove all
temporary structures, surplus materials, debris and rubbish of
whatever kind remaining on any part of the Leased Premises or in
proximity thereto that was brought in or created by the
performance of Tenant's Work.

f.

Changes: All changes to the Final Drawings shall be subject to
------Landlord's prior written approval.

g.

Affidavits: Tenant shall cause to be filed and/or recorded such
---------affidavits as Landlord requests regarding Tenant's Work,
including without limitation an affidavit of commencement of
Tenant's Work and an affidavit of completion of Tenant's Work on
the dates required by law to give proper effect thereto, or if
requested by Landlord, on the dates specified by Landlord.

h.

Repair; Maintenance: Landlord shall have no responsibility for
------------------the repair and/or maintenance of any of Tenant's Work.

i.

Landlord Not Liable: Notwithstanding Landlord's approval of any
------------------plans, drawings, schedules or other items submitted by Tenant to
Landlord under this Exhibit, including without limitation, any
changes in the Final Plans, Landlord shall not be liable to
Tenant or any other party for or in connection with Tenant's
Work, any portion thereof or any changes therein, including
without limitation, any defects in Tenant's Work, and Landlord
shall not be responsible for the repair, maintenance, or
replacement therefor.

j.

Payment of Invoices: Tenant will pay all invoices for labor and
------------------materials as and when same become due.

Notices. Any notice, or other communication shall be in writing and
------shall be given in the manner required by the notice provisions of the
Lease, with a copy to Landlord's Representative or Tenant's

Representative (as applicable) at their address as set forth herein.
4.

Commencement Date. Notwithstanding any provisions contained herein or
----------------in the Lease to the contrary, the Commencement Date of this Third
Amendment of Lease shall be the specific date which is set forth in
the Lease, and same shall not be delayed or extended as a result of
the construction of the Tenant's Work.

5.

Conflicts and Conformity With Lease. Any rights and obligations of
----------------------------------Landlord and Tenant relative to any matter not stated in this Exhibit
shall be governed by the Lease. If there shall be any conflict between
this Exhibit and the Lease, the provisions of this Exhibit shall
prevail, to the extent related to Tenant's Work. As used herein, all
capitalized items not defined herein shall have the same meaning as
defined in the Lease.

6.
a.

Construction Allowance As stated above, all Tenant's Work shall
---------------------be done at Tenant's expense, including building permit fees,
other fees, architectural and engineering expenses and other
expenses relating to Tenant's Work. However, Landlord shall allow
Tenant a finish-out allowance of up to Forty-Five Thousand, Five
Hundred Dollars ($45,500.00). The Construction Allowance to be
applied toward payment of costs which are incurred by Tenant in
connection with the completion of Tenant's Work. Tenant
understands that if the cost of Tenant's Work, including without
limitation any changes in Tenant's Work, exceeds the Allowance,
then Tenant shall be solely responsible for all such costs in
excess of the Allowance. The Allowance shall be used only to pay
actual construction costs which are paid by Tenant to third
parties and shall be due and payable to Tenant or Tenant's
contractor only after lien-free final completion of Tenant's Work
in accordance with the Final Drawings, receipt by Tenant of all
necessary approvals to operate its business at the Leased
Premises, completion by Landlord of a final inspection and
approval of Tenant's Work, and receipt by Landlord of: proof that
all bills in connection with Tenant's Work have been paid in full
and all persons or entities with the right to file a lien in
connection therewith have finally waived and released their lien
rights in connection therewith in a manner satisfactory to
Landlord; a copy of Tenant's certificate of occupancy; an
original Affidavit of Total Release and Bills Paid in form
acceptable to Landlord signed by Tenant, the general contractor
and all subcontractors and suppliers and accompanied by copies of
the invoices referred to therein; a Start Date Addendum executed
by Tenant; and a copy of "as-built" plans of finish-out.

b.

If the actual construction costs are less than the Allowance,
then Tenant shall not be entitled to any portion of the
unexpended Allowance, which shall belong to Landlord.

c.

In addition, and notwithstanding any provision contained herein
to the contrary:
(i)

Landlord shall not be required to fund any provision
contained herein to the contrary:

(ii) if Tenant defaults under the Lease, Landlord shall have no
further obligation to fund any portion of the Allowance to
Tenant.
7.

Tenant's obligation for the payment of the Base Rent under this Third
Amendment of Lease for the "Expansion Space #2" shall commence in
accordance with Paragraph 4(A-D) of the Lease Agreement.

ACCEPTED AND AGREED TO THIS 27th DAY OF AUGUST, 2001
--------LANDLORD:

TENANT:

MRP/VV, L.P., a Delaware limited partnership

Monitronics International, Inc.

BY: MRP, GP, L.L.C.
BY: Macfarlan Real Estates Services, L.L.C.
Its authorized agent

BY: /s/ Keith A. Waggoner
----------------------------Keith A. Waggoner

BY: /s/ Stephen M. Hedrick
----------------------------Stephen M. Hedrick
V.P. Finance
EXHIBIT "B-1"

THIRD AMENDMENT OF LEASE
1 OF 1
"Approved Plans and Specifications" as referred to in Exhibit "B" of this Third
Amendment of Lease, shall be attached and incorporated herein as "Exhibit B-1"
when approved by Landlord and Tenant.
THIRD AMENDMENT OF LEASE
EXHIBIT "C"
RIGHT OF FIRST REFUSAL TO LEASE ADDITIONAL SPACE
Secondary to those existing rights of the current tenant who presently occupies
Suite 809 and provided that 1) Tenant is not in default under any of the terms
of this Lease nor has an event occurred which upon notice or lapse of time, or
both, would create a default, and 2) Tenant has not assigned this Lease nor
sublet the Premises in whole or in a part during the term of this Lease, the
Tenant is hereby granted the right of first refusal to lease the approximate
2,600 square feet of contiguous space contained in Suite #809 to the east of
"Expansion Space #2".
For purposes of this provision, a space shall be available if either 1) there is
no then existing lease, rental contract or extension thereof covering such
space, 2) Landlord has obtained possession of the space and the authority to
market the space for lease, whether or not a current lease exists covering such
space, or 3) the current tenant under a lease covering a space has vacated the
space and Landlord obtains the agreement of such current tenant to relet the
space subject to the termination of the existing lease.
When the Additional Space is available, and upon receipt by Landlord of a
bonafide offer to lease the Additional Space from a third party which Landlord
intends to accept, Tenant shall have the option to lease said space upon the
same terms and conditions as the third party offer. Landlord shall notify Tenant
in writing that it has received a bonafide offer to lease Additional Space and
requests Tenant to either accept or reject the option to lease the Additional
Space. Tenant shall have two (2) business days from receipt to respond in
writing to Landlord's written request to either accept or reject said option to
lease the Additional Space. Should Tenant reject said option to lease the
Additional Space or fail to respond in writing to Landlord's demand within the
time provided, Landlord shall have the right to lease such space to the third
party without any further notices to Tenant. In consideration for Landlord
granting such right of first refusal, Tenant agrees that should Tenant exercise
its rights to lease the Additional Space, Tenant shall execute a lease for the
Additional Space on Landlord's then current lease document used for the Project.

Exhibit 10.49
1999 STOCK OPTION PLAN
OF
MONITRONICS INTERNATIONAL, INC.
1. Purpose. This plan (the "Plan") adopted effective as of

,
----------- -1999, is designed to encourage key employees and consultants of MONITRONICS
INTERNATIONAL, INC. (the "Company"), as well as key employees and consultants of
any after-acquired subsidiary corporation, to acquire a proprietary interest in
the Company and thus share in the future success of the Company's business. This
Plan is intended as a means, not only of attracting and retaining outstanding
management personnel and consultants who are in a position to make important and
direct contributions to the success of the Company, but also of promoting a
closer identity of interests between the Company's employees and its
shareholders.
2. Stock Options. Options granted under this Plan shall be Nonstatutory
Stock Options ("Options") under the Internal Revenue Code of 1986, as amended
(the "Code").
3. Scope and Duration of the Plan. There will be reserved for

upon
----the exercise of Options granted under this Plan One Hundred Fifty Thousand
(150,000) shares of the Company's authorised but unissued voting common stock.
If an Option expires or terminates for any reason without having been fully
exercised, the unpurchased shares will be available for other Options under the
Plan. Unless this Plan is terminated earlier pursuant to Section 15 hereof, it
shall terminate ten (10) years from its effective date and no Option shall be
granted after that date; provided, however, that termination of this Plan will
have no effect on the Options previously granted.
4. Administration. The Plan shall be administered by the Board of Directors
of the Company. Directors shall be eligible for the grant of Options hereunder.
The Board of Directors has the responsibility to adopt such rules and
regulations as it deems necessary or desirable for the proper administration of
this Plan. Any decision or action taken or to be taken by the Board of
Directors, arising out of or in connection with the construction,
interpretation, and administration of this Plan shall, to the extent permitted
by law, be within its absolute discretion, but subject to the express provisions
of this Plan. Decisions of the Board of Directors shall be conclusive and
binding upon all recipients of Options and any person claiming under or through
any recipient of an Option.
5. Eligible Employees. Options may be granted to directors and key
employees of the Company and future subsidiary corporations who otherwise comply
with the requirements of this Plan. The Board of Directors has the authority,
subject to the terms of this Plan, to determine key employees to whom Options
shall be granted, the number of shares to be covered by each Option, form of
payment, the time or times at which Options shall be granted, and the terms and
provisions of the instruments evidencing Options. The term "key employee" shall
include officers, executives and supervisory personnel of the Company. In
determining the key employees and consultants to whom Options shall be granted
and the number of shares to be issued on the exercise
-1of an Option, the Committee shall take into account the duties of the key
employees and consultants, their present and potential contributions to the
success of the Company and its subsidiary corporations, and such other factors
as the Committee deems relevant to accomplish the purpose of this Plan.
6. Exercise Price. Subject to the provisions of Section 5 above, the price
of the shares of common stock to be issued on exercise of Options shall be not
less than the fair market value of such shares on the date an Option is granted,
as determined by the Board of Directors in the exercise of its sole and
exclusive judgment, which shall be binding upon all parties. If the Company's
common stock shall become listed on the National Association of Securities
Dealers Automated Quotation System ("NASDAQ"), the fair market value shall be
deemed to be the closing sales price of the Company's common stock on NASDAQ on
the date the Option is granted, or if no sale of the Company's common stock
shall have been made on that date, on the next preceding day on which there was
a sale of such stock. If the Company's common stock shall become listed on an
established stock exchange, the fair market value shall be deemed to be the
closing sales price of the stock on such exchange on the date the Option is
granted, or if no sale of the Company's stock shall have been made on such day,
then on the next preceding day on which there was a sale of such stock. Subject
to the foregoing, the Board of Directors,
the Option price, shall have
-- ----full authority and discretion and their good faith judgment in establishing fair
market value and in establishing the purchase price shall be conclusive.

7. Term of Options. The term of each Option shall be determined by the
Board of Directors, but shall not be for more than ten (10) years from the
date the Option is granted.
8. Exercise of Options. An Option may vest and be exercised on such terms
and conditions as the Board of Directors shall determine, subject to the
requirements of this Plan. Unless otherwise determined by the Board of
Directors, the price of the shares purchased pursuant to an Option shall be paid
in full at the time of exercise in cash or in such other consideration as the
Board of Directors deems appropriate, including, without limitation, shares of
common stock of the Company valued at fair market value (in the manner
prescribed in Section 6 above) as of the date of exercise of the Option. No
Option may be exercised during the optionee's lifetime unless the optionee is
then an employee or consultant of the Company or a subsidiary corporation;
provided that, in the event the optionee's employment terminates for reasons
other than death or disability, the Option may be exercised during the three (3)
month period following the termination of employment. Thereafter, the Option
shall terminate and be at an end. In the case of disability or death, the Board
of Directors may extend the Option for up to one (1) year. Notwithstanding the
foregoing, Options granted to Directors may be exercisable for a period of up to
seven (7) years following the date such Director ceases to be a Director of the
Company.
Whether an authorized leave of absence, disability, or temporary absence
from employment for any other reason constitutes termination of employment for
the purposes of this Plan shall be determined by the Board of Directors.
8. Additional Restrictions Upon Exercise of Options. Options may be
exercisable either in whole or in part. No less than one hundred (100) shares
common stock may be purchased at any one time unless the number purchased is the
total number of shares at that time
-2purchasable under the Option. The Board of Directors may impose such other
restrictions upon the exercise of the Option or the transfer shares of common
stock acquired upon the exercise of the Option as the Committee deems necessary
to comply with federal and state securities law.
10. Nontransferability of Options. During the lifetime of the optionee, the
Option shall be exercised only by the optionee. An Option granted under this
Plan is not transferable by the optionee by operation of law or otherwise,
except that in the event of death of the optionee while in the employ of the
Company or a subsidiary, an Option granted hereunder may be exercised (subject
to the time restrictions set forth in Section 7 hereof) at any time within one
(1) year after death, by the duly appointed personal representative of the
optionee, or by any person or persons who shall acquire such Option directly
from the optionee by bequest or inheritance.
11. Adjustments for Changes in Capitalization. Notwithstanding any other
provision of this Plan, each instrument evidencing an Option may contain such
provision as the Board of Directors determines to be appropriate, if any, for
the adjustment of the number and class of shares of common stock covered by the
Option, the Option price, and the number of shares of common stock as to which
the Option shall be exercisable at any time, in the event of changes in the
outstanding shares of common stock of the Company by reason of stock dividends,
split-ups recapitalizations, mergers, consolidations, reorganizations, or
liquidations. In the event of any such change in the outstanding shares of
common stock of the Company, the aggregate number of shares available under this
Plan shall be appropriately adjusted.
12. Events Accelerating Exercise of Options. If the shares of common stock
of the Company are changed into or exchanged for shares of stock of another
unrelated corporation or are converted to cash pursuant to a plan of merger,
partial or complete liquidation or dissolution, each Option then outstanding (to
the extent this Plan is not continued, as adjusted in the manner specified in
Section 11 by the successor entity) shall be exercisable, with respect to all
the shares of common stock covered thereby and without regard to the time the
Option has been outstanding, beginning with the date the Board of Directors
approves or authorizes such change or conversion, and ending two (2) days prior
to the effective date of such change or conversion.
13. Loans to Holders of Options. The Company may, in the sole discretion of
the Board of Directors, directly or indirectly, lend money or credit to any
employee for the purpose of assisting an optionee in purchasing shares of common
stock to be issued upon the exercise of an Option granted under this Plan.
14. Employment Rights; Noncompetition Covenants. Nothing in this Plan or
any instrument evidencing an Option shall confer upon any employee any right to
continue in the employment of the Company or a subsidiary corporation, nor be
construed to interfere in any way with the right otherwise available to the
Company or a subsidiary corporation to terminate the employee's employment at
any time for any reason. The Board of Directors may condition each grant of an

Option upon the recipient's agreement to execute and be bound by a
noncompetition covenant following termination of such recipient's employment by
the Company voluntarily by such recipient, or by the Company with or without
cause, as the Board of Directors may determine in each individual instance.
-315. Amendment/Termination. The Board of Directors may amend or terminate
this Plan from time to time in such respects as it may deem advisable; provided
that the following revisions or amendments shall require approval at a duly held
shareholders' meeting of the holders of a majority of the voting power of the
outstanding shares of the Company entitled to vote;
(1) Any increase in the number of shares subject to the Plan, other
than in connection with an adjustment under Section 12;
(2) Any change in the designation of the class of employees or
consultants eligible to be granted Options; or
(3) Any material increase in the benefits accruing to participants in
this Plan.
16. Rights as a Shareholder. An optionee, or permitted transferee of an
Option upon the death of an optionee, shall have no rights as a stockholder with
respect to any shares of common stock covered by an Option until the date of the
issuance of a stock certificate to and for such shares. No adjustment shall be
made for dividends (ordinary or extraordinary, whether in cash, securities, or
other property) or distributions or other rights for which the record date is
prior to the date such stock certificate is issued, except as provided in
Section 12 above.
17. Investment Purpose. Common stock acquired upon the exercise of an
Option granted under this Plan may only be resold in the event such stock is
registered under the Securities Act of 1938, as amended, or if, in the opinion
of responsible counsel for the Company, such stock can be resold without such
registration. Unless a registration statement with respect to such stock
covering the holder of such Option is then in effect, each certificate issued
pursuant to the exercise of such Option shall contain a legend to this effect.
18. Other Provisions. The Option Agreements authorized under this Plan may
contain such other provisions, including without limitation, restrictions upon
the exercise of Options, as the Board of Directors shall deem advisable.
19. Indemnification of Board. In addition to such other rights of
indemnification as they may have as Directors, the Board of Directors shall be
indemnified by the Company against the reasonable expenses, including attorneys'
fees actually and necessarily incurred in connection with the defense of any
action, suit or proceeding, or in connection with any appeal therein, to which
they or any of them may be a party by reason of any action taken or failure to
act under or in connection with this Plan or any Option granted hereunder, and
against all amounts paid by them in settlement thereof (provided such settlement
is approved by the Company), or paid by them in satisfaction of a judgment in
any such action, suit or proceeding, except in relation to matters as to which
it shall be adjudged in such action, suit, or proceeding that such Director is
liable for negligence or misconduct in the performance of his duties; provided
that within sixty (60) days after the institution of any such action, suit or
proceeding, the Director shall, in writing, offer the Company the opportunity,
at its own expense, to defend the same.
-4This Plan is executed effective as of

, 1999.
---------- -MONITRONICS INTERNATIONAL, INC.
By:
---------------------------James R. Hull, President and
Chief Executive Officer
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Exhibit 10.50
2001 STOCK OPTION PLAN
OF
MONITRONICS INTERNATIONAL, INC.
1. Purpose. This plan (the "Plan") adopted effective as of April 27, 2OOl,
-is designed to encourage key employees and consultants of MONITRONICS
INTERNATIONAL, INC. (the "Company"), as well as key employees and consultants
of any after-acquired subsidiary corporation, to acquire a proprietary interest
in the Company and thus share in the future success of the Company's
business. This Plan is intended as a means, not only of attracting and retaining
outstanding management personnel and consultants who are in a position to make
important and direct contributions to the success of the Company, but also of
promoting a closer identity of interests between the Company's employees and its
shareholders.
2. Stock Options. Options granted under this Plan shall be Nonstatutory
Stock Options ("Options") under the Internal Revenue Code of 1986, as amended
(the "Code").
3. Scope and Duration of the Plan. There will be reserved for sale upon the
exercise of Options granted under this Plan Two Hundred Fifty Thousand (250,000)
shares of the Company's authorized but unissued voting common stock. If an
Option expires or terminates for any reason without having been fully exercised,
the unpurchased shares will be available for other Options under the Plan.
Unless this Plan is terminated earlier pursuant to Section 15 hereof, it shall
terminate ten (10) years from its effective date and no Option shall be granted
after that date: provided, however, that termination of this Plan will have no
effect on the Options previously granted.
4. Administration. The Plan shall be administered by the Board of Directors
of the Company. Directors shall be eligible for the grant of Options hereunder.
The Board of Directors has the responsibility to adopt such rules and
regulations as it deems necessary or desirable for the proper administration of
this Plan. Any decision or action taken or to be taken by the Board of
Directors, arising out of or in connection with the construction,
interpretation, and administration of this Plan shall, to the extent permitted
by law, be within its absolute discretion, but subject to the express provisions
of this Plan. Decisions of the Board of Directors shall be conclusive and
binding upon all recipients of Options and any person claiming under or through
any recipient of an Option.
5. Eligible Employees. Options may be granted to directors and key
employees of the Company and future subsidiary corporations who otherwise comply
with the requirements of this Plan, The Board of Directors has the authority,
subject to the terms of this Plan, to determine key employees to whom Options
shall be granted, the number of shares to be covered by each Option, form of
payment, the time or times at which Options shall be granted, and the terms and
provisions of the instruments evidencing Options. The term "key employee" shall
include officers, executives and supervisory personnel of the Company. In
determining the key employees and consultants to whom Options shall be granted
and the number of shares to be issued on the exercise of an Option, the
Committee shall take into account the duties of the key employees and
consultants, their present
-1and potential contributions to the success of the Company and its subsidiary
corporations, and such other factors as the Committee deems relevant to
accomplish the purpose of this Plan.
6. Exercise Price. Subject to the provisions of Section 5 above, the price
of the shares of common stock to be issued on exercise of Options shall be not
less than the fair market value of such shares on the date an Option is granted,
as determined by the Board of Directors in the exercise of its sole and
exclusive judgment, which shall be binding upon all parties. If the Company's
common stock shall become listed on the National Association of Securities
Dealers Automated Quotation System ("NASDAQ"), the fair market value shall be
deemed to be the closing sales price of the Company's common stock on NASDAQ on
the date the Option is granted, or if no sale of the Company's common stock
shall have been made on that date, on the next preceding day on which there
was a sale of such stock. If the Company's common stock shall become listed on
an established stock exchange, the fair market value shall be deemed to be the
closing sales price of the stock on such exchange on the date the Option is
granted, or if no sale of the Company's stock shall have been made on such day,
then on the next preceding day on which there was a sale of such stock. Subject
to the foregoing, the Board of Directors, in fixing the Option price, shall have
full authority and discretion and their good faith judgment in establishing fair
market value and in establishing the purchase price shall be conclusive.

7. Term of Options. The term of each Option shall be determined by the
Board of Directors, but shall not be for more than ten (10) years from the date
the Option is granted.
8. Exercise of Options. An Option may vest and be exercised on such terms
and conditions as the Board of Directors shall determine, subject to the
requirements of this Plan. Unless otherwise determined by the Board of Director,
the price of the shares purchased pursuant to an Option shall be paid in full at
the time of exercise in cash or in such other consideration as the Board of
Directors deems appropriate, including, without limitation, shares of common
stock of the Company valued at fair market value (in the manner prescribed in
Section 6 above) as of the date of exercise of the Option. No Option may be
exercised during the optionee's lifetime unless the optionee is then an employee
or consultant of the Company or a subsidiary corporation; provided that, in the
event the optionee's employment terminates for reasons other than death or
disability, the Option may be exercised during the three (3) month period
following the termination of employment. Thereafter, the Option shall terminate
and be at an end. In the case of disability or death, the Board of Directors may
extend the Option for up to one (1) year. Notwithstanding the foregoing. Options
granted to Directors may be exercisable for a period of up to seven (7) years
following the date such Director ceases to be a Director of the Company.
Whether an authorized leave of absence, disability, or temporary absence
from employment for any other reason constitutes termination of employment for
the purposes of this Plan shall be determined by the Board of Directors.
9. Additional Restrictions Upon Exercise of Options. Options may be
exercisable either in whole or in part. No less than one hundred (100) shares
common stock may be purchased at any one time unless the number purchased is the
total number of shares at that time purchasable under the Option. The Board of
Directors may impose such other restrictions upon the exercise of
-2the Option or the transfer shares of common stock acquired upon the exercise
of the Option as the Committee deems necessary to comply with federal and state
securities law.
10. Nontransferability of Options. During the lifetime of the optionee,
the Option shall be exercised only by the optionee. An Option granted under this
Plan is not transferable by the optionee by operation of law or otherwise,
except that in the event of death of the optionee while in the employ of the
Company or a subsidiary, an Option granted hereunder may be exercised (subject
to the time restrictions set forth in Section 7 hereof) at any time within one
(1) year after death, by the duly appointed personal representative of the
optionee, or by any person or persons who shall acquire such Option directly
from the optionee by bequest or inheritance.
11. Adjustments for Changes in Capitalization. Notwithstanding any other
provision of this Plan, each instrument evidencing an Option may contain such
provision as the Board of Directors determines to be appropriate, if any, for
the adjustment of the number and class of shares of common stock covered by the
Option, the Option price, and the number of shares of common stock as to which
the Option shall be exercisable at any time, in the event of changes in the
outstanding shares of common stock of the Company by reason of stock dividends,
split-ups, recapitalizations, mergers, consolidations, reorganizations, or
liquidations. In the event of any such change in the outstanding shares of
common stock of the Company, the aggregate number of shares available under
this Plan shall be appropriately adjusted.
12. Events Accelerating Exercise of Options. If the shares of common stock
of the Company are changed into or exchanged for shares of stock of another
unrelated corporation or are converted to cash pursuant to a plan of merger,
partial or complete liquidation or dissolution, each Option then outstanding (to
the extent this Plan is not continued, as adjusted in the manner specified in
Section 11 by the successor entity) shall be exercisable, with respect to all
the shares of common stock covered thereby and without regard to the time the
Option has been outstanding, beginning with the date the Board of Directors
approves or authorizes such change or conversion, and ending two (2) days prior
to the effective date of such change or conversion.
13. Loans to Holders of Options. The Company may, in the sole discretion of
the Board of Directors, directly or indirectly, lend money or credit to any
employee for the purpose of assisting an optionee in purchasing shares of
common stock to be issued upon the exercise of an Option granted under this
Plan.
14. Employment Rights; Noncompetition Covenants. Nothing in this Plan or
any instrument evidencing an Option shall confer upon any employee any right to
continue in the employment of the Company or a subsidiary corporation, nor be
construed to interfere in any way with the right otherwise available to the
Company or a subsidiary corporation to terminate the employee's employment at
any time for any reason. The Board of Directors may condition each grant of an
Option upon the recipient's agreement to execute and be bound by a

noncompetition covenant following termination of such recipient's employment by
the Company voluntarily by such recipient, or by the Company with or without
cause, as the Board of Directors may determine in each individual instance.
-315. Amendment/Termination. The Board of Directors may amend or terminate
this Plan from time to time in such respects as it may deem advisable; provided
that the following revisions or amendments shall require approval at a duly held
shareholders' meeting of the holders of a majority of the voting power of the
outstanding shares of the Company entitled to vote;
(1) Any increase in the number of shares subject to the Plan, other
than in connection with an adjustment under Section 12;
(2) Any change in the designation of the class of employees or
consultants eligible to be granted Options; or
(3) Any material increase in the benefits accruing to participants in
this Plan.
16. Rights as a Shareholder. An optionee, or permitted transferee of an
Option upon the death of an optionee, shall have no rights as a stockholder
with respect to any shares of common stock covered by an Option until the date
of the issuance of a stock certificate to and for such shares. No adjustment
shall be made for dividends (ordinary or extraordinary, whether in cash,
securities, or other property) or distributions or other rights for which the
record date is prior to the date such stock certificate is issued, except as
provided in Section 12 above.
17. Investment Purpose. Common stock acquired upon the exercise of an
Option granted under this Plan may only be resold in the event such stock is
registered under the Securities Act of 1933, as amended, or if, in the opinion
of responsible counsel for the Company, such stock can be resold without such
registration. Unless a registration statement with respect to such stock
covering the holder of such Option is then in effect, each certificate issued
pursuant to the exercise of such Option shall contain a legend to this effect.
18. Other Provisions. The Option Agreements authorized under this Plan may
contain such other provisions, including without limitation, restrictions upon
the exercise of Options, as the Board of Directors shall deem advisable.
19. Indemnification of Board. In addition to such other rights of
indemnification as they may have as Directors, the Board of Directors shall be
indemnified by the Company against the reasonable expenses, including attorneys'
fees actually and necessarily incurred in connection with the defense of any
action, suit or proceeding, or in connection with any appeal therein, to which
they or any of them may be a party by reason of any action taken or failure to
act under or in connection with this Plan or any Option granted hereunder, and
against all amounts paid by them in settlement thereof (provided such settlement
is approved by the Company), or paid by them in satisfaction of a judgment in
any such action, suit or proceeding, except in relation to matters as to which
it shall be adjudged in such action, suit, or proceeding that such Director is
liable for negligence or misconduct in the performance of his duties; provided
that within sixty (60) days after the Institution of any such action, suit or
proceeding, the Director shall, in writing, offer the Company the opportunity,
at its own expense, to defend the same.
-4This Plan is executed effective as of April 27, 2001.
-MONITRONICS INTERNATIONAL,
INC.
By: /s/ James R. Hull
-------------------------------James R. Hull, President and
Chief Executive Officer
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Exhibit 10.51
MONITRONICS INTERNATIONAL, INC.
EMPLOYMENT AGREEMENT
The Employment Agreement (the "Agreement") is executed on and effective as
of September 1, 2003 (the "Effective Date") by and between Monitronics
International, Inc, a Texas corporation (the "Corporation"), and Michael R.
Meyers ("Employee").
RECITAL:
-------The Corporation and the Employee desire to enter into an employment
agreement on the terms and subject to the conditions set forth in this
Agreement.
AGREEMENTS:
----------The Employee and the Corporation agree as follows:
1.
Employment. The Corporation hereby employs the Employee and the Employee
hereby accepts employment with the Corporation, on the terms and conditions set
forth in the Agreement.
2.
Term. The term of the Employee's employment under this Agreement shall
commence with the date hereof and terminate on August 31, 2006, provided, such
employment shall be renewable, commencing on September 1, 2006 and each
September 1 thereafter, for successive one year periods expiring on August 31 of
the following year, unless written notice of nonrenewal is given by the
Corporation to the Employee on or before August 1, 2006 or August 1 during any
subsequent renewal period (the Employee's term of employment is referred to as
the "Employment Period"). If the Corporation terminates the Agreement, it will
be deemed to be a termination without "Cause", subject to section 6(c), unless
the Agreement is then being reviewed and renegotiated in good faith by the
Corporation.
3.
Duties. The Employee will faithfully and to the best of his ability perform
the duties of Chief Financial Officer, Vice President and Assistant Secretary of
the Corporation or any other duties assigned to him by the board of directors of
the Corporation (the "Board of Directors") from time to time.
4.

Compensation.

(a) Base Salary. The Employee shall receive a base salary of $230,000 (the
"Base Salary") (such Base Salary shall be payable in regular and equal
semi-monthly installments). The Base Salary will be increased annually at a rate
determined by the Chief Executive Officer and Board of Directors during the
Employment Period.
(b) Incentive Compensation. The Board of Directors and Chief Executive
Officer shall evaluate the Employee's performance annually. The Employee shall
be eligible for such bonuses as the Board of Directors, in its sole discretion,
deems appropriate.
1

(c) Indemnification. The Employee shall be entitled to indemnification as
an officer and director of the Corporation to the same extent as the other
executive officers and directors of the Corporation.
(d) Stock Options. At the first date following the date of this Agreement
that the Company grants any employee of the Company stock options to purchase
shares of the Company's common stock, the Company will also grant the Employee
additional stock options.
5.

Fringe Benefits.

(a) Generally. The Employee shall receive such fringe benefits as are made
available by the Board of directors to executive officers of the Corporation and
such other benefits as the Board of Directors may from time to time, in its sole
discretion, make available to the Employee.
Vacation. The Employee shall be entitled to receive three (3) weeks paid
vacation annually, or more if the Corporation's vacation policy so provides,
provided that the Employee may take no more than two (2) consecutive weeks of
vacation at a time.
6.

Termination of Employment.

(a) Termination for Cause. During the term of this Agreement, the
Corporation shall be entitled to terminate the Employee's employment at any time
*(subject to the 10-day notice period provided in paragraph 6(b) in the event of
Nonperformance by Employee) with Cause immediately upon written notice to the
Employee specifying the Cause, and the date of termination. For this purpose,
"Cause" shall mean (i) the Employee's death or disability as defined in the
disability insurance policy to be obtained by the Corporation for Employee or,
in the absence thereof, a disability which in the reasonable opinion of the
Board of Directors renders the Employee unable in any material respect to
perform his duties under this Agreement for a period of at least six consecutive
months, (ii) any act by Employee which renders or could reasonably be expected
to render Employee or the Corporation ineligible to obtain any material license
or other material authorization necessary to conduct the business of the
Corporation, (iii) any wrongful act to enrich Employee at the expense of the
Corporation, (iv) any act or failure to act by or of the Employee constituting
gross negligence, fraud or willful misconduct in the course of employment, (v)
Employee's commission of a felony, or (vi) Employee's repeated failure to follow
lawful and reasonable directions given by or on behalf of the Board of
Directors. A voluntary termination by Employee shall be deemed to be a
termination for "Cause." In the event of termination for Cause, payments for
Base Salary shall be prorated to the date of termination and the Corporation
shall have no further liability to the Employee.
(b) Termination for Nonperformance by Employee. During the term of this
Agreement, the Corporation shall be entitled to terminate the Employee's
employment at any time upon ten days prior notice for a material adverse
deviation between the Corporation's actual results from operation or financial
condition as compared with the Corporation's business plan or future plans
approved on an annual basis by the Board of Directors ("Nonperformance by
2

Employee"). In the event of a termination for Nonperformance by Employee, as the
Employee's sole remedy against the Corporation, the Corporation shall continue
to pay the employee his semi-monthly installments of Base Salary, and provide
for health insurance at the cost of the Corporation, for a period equal to the
greater of six months or until the next anniversary date of this Agreement.
(c) Termination Without Cause. If this Agreement is terminated by the
Corporation for any reason other than for Cause or Nonperformance by Employee,
or if the Agreement is terminated by the Corporation for what the Corporation
believes is Cause and it is ultimately determined that the Employee was
terminated without Cause, as the Employee's sole remedy against the Corporation,
the Corporation shall continue to pay the employee his semi-monthly installments
of Base Salary, and provide for health insurance at the cost of the Corporation,
for a period equal to the greater of nine months or until the next anniversary
of this Agreement and the Employee shall have such vesting rights as may be
provided under the Employee's Restricted Stock Ownership Agreement dated April
19, 2002 with the Corporation.
(d) Duty to Mitigate; Restrictions of Ability to Pay. After any termination
to which section 6(b) or section 6(c) applies, the Employee shall as promptly as
practicable use his good faith best efforts to gain new employment or equivalent
salary and benefits. The corporation's post-termination payment obligations
under section 6(b) or section 6(c) shall terminate upon Employee's first day of
new employment.
7.
Inventions and Improvements. Concurrently with the execution and delivery
of this Agreement, as a condition to Employee's employment, the Employee and the
Corporation shall enter into the Proprietary Information Agreement attached as
Exhibit B.
8.

Nondisclosure; Non-solicitation.

(a) In the Employee's position of employment, he will have access to
confidential information and trade secrets ("Confidential Information")
pertaining to, or arising from, the business of the Corporation. The Employee
acknowledges that such Confidential Information is unique and valuable to the
Corporation's business and that the Corporation would suffer irreparable injury
if this information were divulged to those in competition with the Corporation.
Therefore, the Employee agrees to keep in strict secrecy and confidence, both
during and after the period of his employment, any and all information which the
Employee acquires, or to which the Employee has access, during employment with
the Corporation, that has not been publicly disclosed by the Corporation or that
is not a matter of common knowledge by the Corporation's competitors. The
Confidential Information covered by this Agreement shall include, but shall not
be limited to, information relating to any inventions, processes, formulae,
plans, devices, compilations of information, technical data, distribution
methods, arrangements entered into with suppliers and customers, including but
not limited to pricing information, terms of purchase and sale, proposed
expansion plans of the Corporation, marketing and pricing strategies and trade
secrets of the Corporation.

(b) Except with prior written approval of the Corporation, during or after
the Employee's employment under this Agreement the Employee will neither (i)
disclose any
3

Confidential Information to any person except authorized personnel of the
Corporation, or its subsidiaries or affiliated companies, nor (ii) use
Confidential Information in any way. Upon termination of the Employee's
employment, whether voluntary or involuntary the Employee will promptly return
to the Corporation all documents, records or other memorializations including
copies of documents and any notes which the Employee has prepared, that contain
Confidential Information or relate to the Corporation's business.
(c) Without the prior written consent of the Corporation, during the term
of Employee's employment by the Corporation and for twelve months after
termination of Employee's employment, neither the Employee nor any entity owned
or controlled by the Employee will, for the Employee's benefit or the benefit of
any third party, directly solicit the employment of any employee of the
Corporation, or any of its subsidiaries or affiliated companies or influence or
induce any such employee to leave or decline employment by the Corporation, or
any of its subsidiaries or affiliated companies. Employee shall not be
prohibited from hiring a former employee of the Corporation as long as such
employee's employment with the Corporation has been terminated (whether by the
Corporation or by such employee) for at least one year.
9.

Noncompetition.

(a) During the term of this Agreement and for a period of two years
following termination of this Agreement for any reason, except for termination
without Cause, the Employee will not and will cause any Affiliate (as defined
below) of the Employee (collectively, the "Bound Parties") not to, directly or
indirectly manage, operate, control, participate or engage in, or become
interested in or connected with in any way (including, without limitation, as a
partner, stockholder, investor, owner, director, officer, employee, agent or
consultant, except the ownership of five percent or less of the outstanding
capital stock or partnership interests of a publicly traded corporation or
partnership), or lend any money to or guaranty any obligations of (except for
the ownership of five percent or less of the outstanding debt securities of a
publicly traded corporation or partnership), any person, business, firm or
entity (each a "Person") engaged in any security alarm monitoring services
business or any other related or similar activity within, based in, or into, the
Protected Market. The "Protected Market" means the United States of America and
Canada. The term "Affiliate" means any person directly or indirectly
controlling, controlled by, or under common control with, the person with
respect to whom the term "Affiliate" is used. The Bound Parties shall not be
bound by any covenant not to complete if Employee's employment (i) was
terminated by the Corporation without Cause or (ii) if the Employment Period is
not renewed by the Corporation, unless Employee refuses to accept an offer by
the Corporation to renew the Employment Period on terms substantially similar to
those in effect immediately prior to the expiration of the Employment Period.
(b) As consideration for the Bound Parties' agreement not to compete with
the Corporation as provided in this Agreement, the Corporation has entered into
and consummated the transactions contemplated in the Asset Purchase Agreement
dated this date between the Corporation and My Alarm, Inc., an Iowa corporation,
and the Stock Purchase Agreement dated this date between the Corporation and the
Purchasers (as defined therein).
4

(c) This Agreement is necessary for the protection of the legitimate
business interests of the Corporation. The scope of this Agreement in time,
geography and types and limits of activities is reasonable.
(d) Because of the confusion to the customers of the Corporation and to the
public that a breach of this Agreement would create, the Corporation will not
have an adequate remedy at law if any of the Bound Parties breaches this
Agreement. The Corporation will be entitled to apply to any court of competent
jurisdiction for an injunction prohibiting any violations of the provisions of
this Agreement, and a restraining order and/or injunction may issue against any
of the Bound Parties, in addition to any other rights the Corporation may have.
The Bound Parties hereby waive the claim or defense that an adequate remedy at
law exists, and none of the Bound Parties will urge in any such action or
proceeding that any such remedy at law exists
10. Specific Performance. In the event of any controversy concerning the rights
or obligations of the parties under this Agreement, such rights or obligations
shall be enforceable in a court of equity by a decree of specific performance.
Such remedy, however, shall be cumulative and nonexclusive and shall be in

addition to any other remedy to which the parties may be entitled. If either
party successfully prosecutes an action to enforce its rights under this
Agreement, such party shall be entitled to receive attorney's fees and costs in
addition to any other remedy to which it may be entitled.
11. Waiver. The failure of either party to insist, in any one or more
instances, upon performance of the terms or conditions of this Agreement shall
not be construed as a waiver or a relinquishment of any right granted under this
Agreement or of the future performance of any other remedy to which it may be
entitled.
12. Notices. Any notice to be given under this Agreement shall be deemed
sufficient if addressed in writing, and delivered by registered or certified
mail or delivered personally, in the case of the Corporation to its principal
business office and in the case of the Employee, to his address appearing on the
records of the Corporation, or to such other address as he may have designated
in writing to the Corporation.
13. Severability. In the event that any provision shall be held to be invalid
or unenforceable for any reason whatsoever, it is agreed such invalidity or
unenforceability shall not affect any other provision of this Agreement and the
remaining covenants, restrictions and provisions hereof shall remain in full
force and effect and any court of competent jurisdiction may so modify the
objectionable provision as to make it valid, reasonable and enforceable.
14. Amendment. This Agreement may only be amended with the prior written
consent of the Board of Directors and by an agreement in writing signed by all
of the parties hereto.
15. Governing Law. This Agreement shall be governed by and construed in
accordance with the internal laws but not the law of conflicts of the State of
Texas.
16. Benefit. This Agreement shall be binding upon and inure to the benefit of
and shall be enforceable by and against the Corporation, its successors and
assigns, and Employee, his heirs, beneficiaries and legal representatives. It is
agreed that the rights and obligation of the Employee may not be assigned or
delegated except as specifically set forth in this Agreement.
5

IN WITNESS WHEREOF, the parties have executed this Employment Agreement as
of the Effective Date.
EMPLOYEE:
/s/ MICHAEL R. MEYERS
- -----------------------------Michael R. Meyers
CORPORATION:
Monitronics International, Inc.
By: /s/ JAMES R. HULL
--------------------------James R. Hull
President
6

EXHIBIT 12.1
MONITRONICS INTERNATIONAL, INC.
COMPUTATION OF RATIOS OF EARNINGS TO FIXED CHARGES
(DOLLARS IN THOUSANDS)
<TABLE>
<CAPTION>
Fiscal Year Ended
----------------------------------------------------------------------------June 30, 1999

June 30, 2000

June 30, 2001

June 30, 2002

June

(Restated)
-------------

(Restated)
-------------

(Restated)
-------------

(Restated)
-------------

---

<C>

<C>

<C>

<C>

<C>

30, 2003
---------<S>
Fixed Charges
Deferred
1,777
Interest
20,838
Interest
lease
220

as Defined:
Finance Charges
expense
component of non-cancelable
rent

-----Total fixed charges (A)
22,835
Earnings as Defined:
Pretax income
8,580
Add fixed charges
22,835
-----Earnings and fixed charges (B)
31,415
Ratio of earnings to fixed charges (B/A)
1.38x
</TABLE>

301

423

524

1,205

11,192

21,325

27,160

19,183

67

100

176

209

------

------

------

------

11,560

21,848

27,860

20,597

4,452

3,441

2,392

7,911

11,560

21,848

27,860

20,597

------

------

------

------

16,012

25,289

30,252

28,508

1.39x

1.16x

1.09x

1.38x

EXHIBIT 12.2
MONITRONICS INTERNATIONAL, INC.
COMPUTATION OF PRO FORMA RATIO OF EARNINGS TO FIXED CHARGES
(DOLLARS IN THOUSANDS)
Fiscal Year
ended
June 30, 2003
------------Pro Forma Fixed Charges as Defined:
Deferred Finance Charges
Interest Expense
Interest component of non-cancelable lease rent
Total Pro Forma Fixed Charges (A)
Pro Forma Loss as Defined:
Pretax loss
Add fixed charges
Loss and fixed charges (B)
Amount by which pro forma loss is insufficient
to cover fixed charges (B-A)

2,263
33,478
220
-------35,961
(4,045)
35,961
--------31,916
(4,045)

EXHIBIT 23.1
Consent of Independent Auditors
We consent to the reference to our firm under the caption "Experts" and to
the inclusion of our reports dated August 25, 2003 in the Registration Statement
(Form S-4 No. 333-00000) and related Prospectus of Monitronics International,
Inc. for the registration of $160,000,000 of 11 3/4% Senior Subordinated Notes.
/s/ Ernst & Young LLP
Fort Worth, Texas
October 28, 2003

EXHIBIT 25.1
SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549
-----------------FORM T-1
STATEMENT OF ELIGIBILITY UNDER THE
TRUST INDENTURE ACT OF 1939 OF A CORPORATION
DESIGNATED TO ACT AS TRUSTEE
-----------------CHECK IF AN APPLICATION TO DETERMINE ELIGIBILITY OF A TRUSTEE
PURSUANT TO SECTION 305(b)(2)
-----------------THE BANK OF NEW YORK TRUST COMPANY OF FLORIDA, N.A.
(Exact name of trustee as specified in its charter)
(State of incorporation if not a U.S. national bank)
59-2283428
(I.R.S. employer identification no.)
800 BRICKELL AVENUE
SUITE 300
MIAMI, FLORIDA 33131
(Address of principal executive offices) (Zip Code)
------------------The Bank of New York Trust Company of Florida, N.A.
600 North Pearl Street, Suite 420
Dallas, TX 75201
(214) 880-8238
(Name, address and telephone number of agent for service)
-------------------MONITRONICS INTERNATIONAL,INC.
(Exact name of obligor as specified in its charter)
TEXAS
(State or other jurisdiction of
incorporation or organization)

74-2719343
(IRS employer
identification no.)

12801 STEMMONS FREEWAY, SUITE 821
DALLAS, TEXAS 75234
(972)-243-7443
(Address, zip code and telephone number of
principal executive offices)
-------------------NOTES
(11 3/4% SENIOR SUBORDINATED NOTES DUE 2010)
1.

General Information.
Furnish the following information as to the trustee-(a)

Name and address of each examining or supervising authority to which
it is subject.
Comptroller of the Currency
United States Department of the Treasury
Washington, D.C. 20219
Federal Reserve Bank
Atlanta, Georgia 30309
Federal Deposit Insurance Corporation
Washington, D.C. 20429

(b)

Whether it is authorized to exercise corporate trust powers.

Yes.
2.

Affiliations with Obligor.
If the obligor is an affiliate of the trustee, describe each such
affiliation.
None.

3-15 Not Applicable
16.

List of Exhibits.
Exhibits identified in parentheses below, on file with the Commission, are
incorporated herein by reference as an exhibit hereto, pursuant to Rule
7a-29 under the Trust Indenture Act of 1939 (the "Act") and 17 C.F.R.
229.10(d).
(1) A copy of the Articles of Association of the Bank of New York Trust
Company of Florida, N.A. (Exhibit 1 to Form T-1 filed with Registration
Statement No. 333-100717.)
(2) A copy of certificate of authority of the trustee to commence business.
(Exhibit 2 to Form T-1 filed with Registration Statement No. 333-100717.)
(3) A copy of the Authorization of the trustee to exercise corporate
trust powers. (Exhibit 3 to Form T-1 filed with Registration Statement
No. 333-100717.)
(4) A copy of the existing By-laws of the Trustee. (Exhibit 4 to Form
T-1 filed with Registration Statement No. 333-100717.)
(6) The consent of the Trustee required by Section 321(b) of the Act.
(7) A copy of the latest report of condition of the Trustee published
pursuant to law or the requirements of its supervising or examining
authority.
SIGNATURE

Pursuant to the requirements of the Act, the Trustee, The Bank of New York
Trust Company of Florida, N.A., a corporation organized and existing under the
laws of the State of New York, has duly caused this statement of eligibility to
be signed on its behalf by the undersigned, thereunto duly authorized, all in
the City of Dallas and the State of Texas, on the 14th day of October, 2003.
THE BANK OF NEW YORK TRUST
COMPANY OF FLORIDA, N.A.
By: /s/ Patrick T. Giordano
-------------------------------------------Patrick T Giordano, Agent
EXHIBIT 6 TO FORM T-1
CONSENT OF TRUSTEE
Pursuant to the requirements of Section 321(b) of the Trust Indenture Act
of 1939, in connection with the proposed issuance of Monitronics International,
Inc. 11 3/4% SENIOR SUBORDINATED NOTES DUE 2010, The Bank of New York Trust
Company of Florida, N.A. hereby consents that reports of examinations by
Federal, State, Territorial or District Authorities may be furnished by such
authorities to the Securities and Exchange Commission upon request therefor.
THE BANK OF NEW YORK TRUST
COMPANY OF FLORIDA, N.A.
By: /S/ Patrick T Giordano
Patrick T Giordano, Agent
EXHIBIT 7 TO FORM T-1
Board of Governors of the Federal Reserve System
OMB Number: 7100-003
Federal Deposit Insurance Corporation
OMB Number: 3064-005
Office of the Comptroller of the Currency
Expires

Federal Financial Institutions Examination Council
- -----------------------------------------------------------------------------------1
----Please refer to page I,
Table of Contents, for
the required disclosure
of estimated burden.
- -------------------------------------------------------------------------------Consolidated Reports of Condition and Income for
A Bank With Domestic Offices Only FFIEC 041
Report at the close of business June 30, 2003
20020930
(RCRI 9999)
This report is required by law: 12 U.S.C.ss.324 (State member banks); 12
U.S.C.ss.1817 (State nonmember banks); and 12 U.S.C.ss.161 (National banks).
This report form is to be filed by banks with domestic offices only. Banks with
foreign offices (as defined in the instructions) must file FFIEC 031.
- -------------------------------------------------------------------------------NOTE: The Reports of Condition and Income must be signed by an authorized
officer and the Report of Condition must be attested to by not less than two
directors (trustees) for State nonmember banks and three directors for State
member and national Banks.
The Reports of Condition and Income are to be prepared in Accordance with
Federal regulatory authority instructions.
I, Thomas J. Mastro, Comptroller
- ------------------------------------------------------------------Name and Title of Officer Authorized to Sign Report
Of the named bank do hereby declare that
(including the supporting schedules) for
conformance with the instructions issued
authority and are true to the best of my

the Reports of Condition and Income
this report date have been prepared in
y the appropriate Federal regulatory
knowledge.

/s/ Thomas J. Mastro
- ------------------------------------------------------------------Signature of Officer Authorized to Sign Report
6/30/2003
- ------------------------------------------------------------------Date of Signature
We, the undersigned directors (trustees), attest to the correctness of the
Report of Condition (including the supporting schedules) for this report date
and declare that it has been examined by us and to the best of our knowledge and
belief has been prepared in conformance with the instructions issued by the
appropriate Federal regulatory authority and is trust and correct.
/s/ Richard G. Jackson
- ---------------------------------------------------------------------------Director (Trustee)
/s/ Nicholas G. English
- ---------------------------------------------------------------------------Director (Trustee)
/s/ Karen B. Shupenko
- ---------------------------------------------------------------------------Director (Trustee)
- -------------------------------------------------------------------------------Submission of Reports
Each bank must prepare its Reports of Condition and Income
either:
(a)

in electronic form and then file the computer data file directly with the
banking agencies' collection agent, Electronic Data Systems Corporation
(EDS), by modem or on computer diskette; or

(b)

in hard-copy (paper) form and arrange for another party to convert the
paper report to electronic form. That party (if other than EDS) must

transmit the bank's computer data file to EDS.
For electronic filing assistance, contact EDS Call Report Services,
2150 N. Prospect Ave., Milwaukee, WI 53202, and telephone (800) 255-1571.
To fulfill the signature and attestation requirement for the Reports of
Condition and Income for this report date, attach this signature page (or a
photocopy or a computer-generated version of this page) to the hard-copy record
of the completed report that the bank places in its files.
- -------------------------------------------------------------------------------<TABLE>
<S>
FDIC Certificate Number:
N.A.

<C>
91271

<C>
The Bank of New York Trust Company of Florida,

-----------

-------------------------------------------

(RCRI 9050)

Legal Title of Bank (TEXT 9010)

-----------------Miami
-----------------------------------------------------------City (TEXT 9130)
FL

33131-

2974
-----------------------------------------------------------State Abbrev. (TEXT 9200)

Zip Code

(TEXT 9220)
</TABLE>
Board of Governors of the Federal Reserve System, Federal Deposit Insurance
Corporation, Office of the Comptroller of the Currency
The Bank of New York Trust Company of Florida, N.A.
Miami, FL 33131-2974

FFIEC 041
RC-1
-----------10
------------

FDIC Certificate Number - 91271
Consolidated Report of Condition for Insured Commercial
And State-Chartered Savings Banks for June 30, 2003
All Schedules are to be reported in thousands of dollars. Unless otherwise
indicated, report the amount outstanding as of the last business day of the
quarter.
Schedule RC - Balance Sheet
<TABLE>
<CAPTION>
Dollar
Amounts In Thousands
- ---------------------------------------------------------------------------------------------------------------------------------ASSETS
<S>
<C>
<C> <C>
<C>
1. Cash and balances due from depository institutions (from Schedule RC-A): ............................. RCON
Bil/Mil/Thou
a. Noninterest-bearing balances and currency and coin (1) ........................................... 0081
4,501 1.a
b. Interest-bearing balances (2) .................................................................... 0071
6,098 1.b
2. Securities:
a. Held-to-maturity securities (from Schedule RC-B, Column A) ....................................... 1754
0 2.a
b. Available-for-sale securities (from Schedule RC-B, column D) ..................................... 1773
8,620 2.b
3.
Federal funds sold and securities purchased under agreements to resell
a. Federal funds sold ............................................................................... B987
0 3.a
b. Securities purchased under agreements to resell (3) .............................................. B988
0 3.b
4. Loans and lease financing receivables: (from Schedule RC-C)
a. Loans and leases, held for sale .................................................................. 5369
0 4.a
b. Loans and leases, net of unearned income ............................................... B528
0
4.b
c. LESS: Allowance for loan and lease losses ............................................. 3123
0

4.c
d. Loans and leases, net of unearned income, allowance, and reserve (item 4.b minus 4.c) ............
4.d
5. Trading assets .....................................................................................

B529

6. Premises and fixed assets (including capitalized leases) ...........................................
1,332 6.
7. Other real estate owned (from Schedule RC-M) .......................................................
7.
8. Investments in unconsolidated subsidiaries and associated companies (from Schedule RC-M) ...........
8.
9. Customers' liability to this bank on acceptances outstanding .......................................
9.
10. Intangible assets
a. Goodwill .........................................................................................
15,127 10.a
b. Other Intangible assets (from Schedule RC-M) .....................................................
507 10.b
.........................................................................................................
11. Other assets (from Schedule RC-F) ...................................................................
1,150 11.
12. Total assets (sum of items 1 through 11) ............................................................
37,335 12.
</TABLE>

2145

0

3545

5.

(1)
(2)
(3)

2150
2130
2155

3163
0426
2160
2170

Includes cash items in process of collection and unposted debits.
Includes time certificates of deposit not held fr trading.
Includes all securities resale agreements, regardless of maturity.

The Bank of New York Trust Company of
Florida, N.A.
Legal Title of Bank
Transmitted to EDS as 0196815 on 7/30/02 at
11:13:43 CST
FDIC Certificate Number = 91271
- ---------------------------------------------

FFIEC 041
RC-2

-----11
-----Schedule RC - Continued
<TABLE>
<CAPTION>
Dollar
Amounts In Thousands
- ---------------------------------------------------------------------------------------------------------------------------------LIABILITES
<S>
<C>
<C>
<C>
<C>
13. Deposits: ...........................................................................................
RCON
Bil/Mil/Thou
a. In domestic offices (sum of totals of columns A and C From Schedule RC-E) ........................
2200
1,661 13.a
(1) Noninterest-bearing (1) .......................................................... 6631
717
13.a.1
(2) Interest-bearing ................................................................. 6636
0
13.a.2
b. Not applicable
14. Federal funds purchased and securities sold under agreements to repurchase
a. Federal funds purchased (2) ......................................................................
B993
0 14.a.
b. Securities sold under agreements to repurchase (3) ...............................................
B995
0 14.b
15. Trading liabilities (from Schedule RC-D) ...........................................................
3548
0 15
16. Other borrowed money (includes mortgage indebtedness and obligations under
capitalized leases)(from Schedule RC-M) .............................................................
3190
6,000 16
17. Not applicable
18. Bank's liability on acceptances executed and outstanding ............................................
2920
0 18
19. Subordinated notes and debentures (4) ...............................................................
3200
0 19
20. Other liabilities (from Schedule RC-G) ..............................................................
2930
3,266 20
21. Total liabilities (sum of items 13 through 20) ......................................................
2948
10,927 21
22. Minority interest in consolidated subsidiaries ......................................................
3000
0 22
EQUITY CAPITAL
23. Perpetual preferred stock and related surplus .......................................................

3838

0 23
24. Common stock ........................................................................................
750 24
25. Surplus (exclude all surplus related to preferred stock) ............................................
4,299 25
26. a. Retained earnings ................................................................................
21,356 26.a
b. Accumulated other comprehensive income (5) .......................................................
3 26.b
27. Other equity capital components (6) .................................................................
0 27
28. Total equity capital (sum of items 23 through 27) ...................................................
26,408 28
29. Total liabilities, minority interest, and equity capital (sum of items 21, 22, and 28. ..............
37,335 29
</TABLE>

3230
3839
3632
B530
A130
3210
3300

Memorandum
To be reported only with the

Report of Condition.

<TABLE>
<S>
<C>
1. Indicate in the at the right, the number of the statement below that best describes the
Number
most comprehensive level of auditing work performed for the bank by independent external
--------------auditors as of any date during 2002 .................................................................
N/A M.1
</TABLE>
1

= Independent audit of the bank conducted in accordance with generally
accepted auditing standards by a certified public accounting firm which
submits a report on the bank

2

= Independent audit of the bank's parent holding company conducted in
accordance with generally accepted auditing standards by a certified public
accounting firm which submits a report on the consolidated holding company
(but not on the bank separately)

3

= Attestation on bank management's assertion on the effectiveness of the
bank's internal control over financial reporting by a certified public
accounting firm.

4

= Directors' examination of the bank conducted in accordance with generally
accepted auditing standards by a certified public accounting firm (may be
required by state chartering authority)

5

= Directors' examination of the bank performed by other external auditors
(may be required by state chartering authority)

6

= Review of the bank's financial statements by external auditors

7

= Compilation of the bank's financial statements by external auditors

8

= Other audit procedures (excluding tax preparation work)

9

= No external audit work

(1)

Includes total demand deposits and noninterest-bearing time and savings
deposits.

(2)

Report overnight Federal Home Loan Bank Advances in Schedule RC, item 16,
and "other borrowed money."

(3)

Includes all securities repurchase agreements, regardless of maturity.

(4)

Includes limited-life preferred stock and related surplus.

(5)

Includes net unrealized holding gains (losses) on available-for-sale
securities, accumulated net gains (losses) on cash flow hedges, and minimum
pension liability adjustments.

(6)

Includes treasury stock and unearned Employee Stock Ownership Plan shares.

<C>
RCON
----6724

Exhibit 99.1
MONITRONICS INTERNATIONAL, INC.
LETTER OF TRANSMITTAL
To Tender for Exchange
Outstanding 113/4% Senior Subordinated Notes due 2010
Pursuant to the Exchange Offer and Prospectus dated
, 2003
THE EXCHANGE OFFER AND WITHDRAWAL RIGHTS WILL EXPIRE AT 5:00 P.M., NEW YORK
CITY TIME, ON __________, 2003 (THE "EXPIRATION DATE"), UNLESS THE EXCHANGE
OFFER IS EXTENDED.
The Exchange Agent for the Exchange Offer is:
The Bank of New York Trust Company of Florida, N.A.
PLEASE READ CAREFULLY THE ACCOMPANYING INSTRUCTIONS
If you desire to accept the Exchange Offer, this Letter of Transmittal
should be completed, signed and submitted to
the Exchange Agent as follows:
By Hand, Certified Mail
or Overnight Carrier:

By Facsimile:
(214) 880-8241

The Bank of New York
Confirm Receipt of
Trust Company of
Facsimile by Telephone:
Florida, N.A.
(214) 880-8229
600 Pearl Street, Suite
420
Dallas, Texas 75201
Attn: Patrick T. Giordano
Phone: (214) 880-8229
Fax: (214) 880-8241
Originals of all documents sent by facsimile should be sent promptly by
registered
or certified mail, by hand, or by overnight delivery service.
DELIVERY OF THIS LETTER OF TRANSMITTAL TO AN ADDRESS OR TRANSMISSION OF
INSTRUCTIONS VIA FACSIMILE OTHER THAN AS SET FORTH ABOVE WILL NOT CONSTITUTE A
VALID DELIVERY.
IF YOU WISH TO EXCHANGE CURRENTLY OUTSTANDING 113/4% SENIOR SUBORDINATED
NOTES DUE 2010 (THE "OLD NOTES") FOR AN EQUAL AGGREGATE PRINCIPAL AMOUNT AT
MATURITY OF NEW 113/4% SENIOR SUBORDINATED NOTES DUE 2010 PURSUANT TO THE
EXCHANGE OFFER, YOU MUST VALIDLY TENDER (AND NOT WITHDRAW) OLD NOTES TO THE
EXCHANGE AGENT PRIOR TO THE EXPIRATION DATE.
-----------------

The undersigned hereby acknowledges receipt and review of the Prospectus,
dated
, 2003 (the "Prospectus"), of Monitronics International, Inc., a
Texas corporation (the "Company"), and this Letter of Transmittal (the "Letter
of Transmittal"), which together describe the Company's offer (the "Exchange
Offer") to exchange its 113/4% Senior Subordinated Notes due 2010 (the "New
Notes") that have been registered under the Securities Act of 1933 (the
"Securities Act"), for a like principal amount of its issued and outstanding
113/4% Senior Subordinated Notes due 2010 (the "Old Notes"). Capitalized terms
used but not defined herein have the respective meaning given to them in the
Prospectus.
The Company reserves the right, at any time or from time to time, to extend
the Exchange Offer at its discretion, in which event the term "Expiration Date"
shall mean the latest date to which the Exchange Offer is extended. The Company
shall notify the Exchange Agent and each registered holder of the Old Notes of
any extension by oral or written notice prior to 9:00 a.m., New York City time,
on the next business day after the previously scheduled Expiration Date.
This Letter of Transmittal is to be used by a holder of Old Notes if Old
Notes are to be forwarded herewith. An Agent's Message (as defined in the next
sentence) is to be used if delivery of Old Notes is to be made by book-entry
transfer to the account maintained by the Exchange Agent at The Depository
Trust Company (the "Book-Entry Transfer Facility") pursuant to the procedures
set forth in the Prospectus under the caption "Exchange Offer -- Procedures for
Tendering." The term "Agent's Message" means a message, transmitted by the
Book-Entry Transfer Facility and received by the Exchange Agent and forming a
part of the confirmation of a book-entry transfer ("Book-Entry Confirmation"),
which states that the Book-Entry Transfer Facility has received an express
acknowledgment from a participant tendering Old Notes that are the subject of
such Book-Entry Confirmation and that such participant has received and agrees

to be bound by the terms of the Letter of Transmittal and that the Company may
enforce such agreement against such participant. Holders of Old Notes whose Old
Notes are not immediately available, or who are unable to deliver their Old
Notes and all other documents required by this Letter of Transmittal to the
Exchange Agent on or prior to the Expiration Date, or who are unable to
complete the procedure for book-entry transfer on a timely basis, must tender
their Old Notes according to the guaranteed delivery procedures set forth in
the Prospectus under the caption "Exchange Offer -- Guaranteed Delivery
Procedures." Delivery of documents to the Book-Entry Transfer Facility does not
constitute delivery to the Exchange Agent.
The term "holder" with respect to the Exchange Offer means any person in
whose name Old Notes are registered on the books of the Company or any other
person who has obtained a properly completed bond power from such registered
holder. The undersigned has completed, executed and delivered this Letter of
Transmittal to indicate the action the undersigned desires to take with respect
to the Exchange Offer. Holders who wish to tender their Old Notes must complete
this Letter of Transmittal in its entirety.
2
SIGNATURES MUST BE PROVIDED.
PLEASE READ THE ACCOMPANYING INSTRUCTIONS CAREFULLY.
Ladies and Gentlemen:
1. The undersigned hereby tenders to the Company the Old Notes described in
the box entitled "Description of Old Notes Tendered" pursuant to the Company's
offer of $1,000 principal amount at maturity of New Notes in exchange for each
$1,000 principal amount at maturity of the Old Notes, upon the terms and
subject to the conditions contained in the Prospectus, receipt of which is
hereby acknowledged, and in this Letter of Transmittal.
2. The undersigned hereby represents and warrants that it has full authority
to tender the Old Notes described above. The undersigned will, upon request,
execute and deliver any additional documents deemed by the Company to be
necessary or desirable to complete the tender of Old Notes.
3. The undersigned understands that the tender of the Old Notes pursuant to
all of the procedures set forth in the Prospectus will constitute an agreement
between the undersigned and the Company as to the terms and conditions set
forth in the Prospectus.
4. The undersigned acknowledge(s) that the Exchange Offer is being made in
reliance upon interpretations contained in no-action letters issued to third
parties by the staff of the Securities and Exchange Commission (the "SEC"),
including Exxon Capital Holdings Corp., SEC No-Action Letter (available April
13, 1989), Morgan Stanley & Co., Inc., SEC No-Action Letter (available June 5,
1991) and Shearman & Sterling, SEC No-Action Letter (available July 2, 1993),
that the New Notes issued in exchange for the Old Notes pursuant to the
Exchange Offer may be offered for resale, resold and otherwise transferred by
holders thereof (other than a broker-dealer who purchased Old Notes exchanged
for such New Notes directly from the Company to resell pursuant to Rule 144A or
any other available exemption under the Securities Act and any such holder that
is an "affiliate" of the Company within the meaning of Rule 405 under the
Securities Act), without compliance with the registration and prospectus
delivery provisions of the Securities Act, provided that such New Notes are
acquired in the ordinary course of such holders' business and such holders are
not participating in, and have no arrangement with any person to participate
in, the distribution of such New Notes.
5. Unless the box under the heading "Special Registration Instructions" is
checked, the undersigned hereby represents and warrants that:
(a)the New Notes acquired pursuant to the Exchange Offer are being obtained
in the ordinary course of business of the undersigned, whether or not
the undersigned is the holder;
(b)neither the undersigned nor any such other person is engaging in or
intends to engage in a distribution of such New Notes;
(c)neither the undersigned nor any such other person has an arrangement or
understanding with any person to participate in the distribution of such
New Notes; and
(d)neither the holder nor any such other person is an "affiliate," as such
term is defined in Rule 405 under the Securities Act, of the Company.
6. The undersigned may, if unable to make all of the representations and
warranties contained in Item 5 above and as otherwise permitted in the
Registration Rights Agreement (as defined below), elect to have its Old Notes
registered in the shelf registration statement described in the Registration
Rights Agreement, dated as of August 25, 2003 (the "Registration Rights
Agreement"), by and among the Company and the Initial Purchasers (as defined

therein). Such election may be made by checking the box below entitled "Special
Registration Instructions." By making such election, the undersigned agrees, as
a holder of Old Notes participating in a shelf registration, to indemnify and
hold harmless the Company, each of the directors of the Company, each of the
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officers of the Company who signs such shelf registration statement, each
person who controls the Company within the meaning of either the Securities Act
or the Securities Exchange Act of 1934 (the "Exchange Act"), and each other
holder of Old Notes, from and against any and all losses, claims, damages or
liabilities caused by any untrue statement or alleged untrue statement of a
material fact contained in any shelf registration statement or prospectus, or
in any supplement thereto or amendment thereof, or caused by the omission or
alleged omission to state therein a material fact required to be stated therein
or necessary to make the statements therein, in the light of the circumstances
under which they were made, not misleading; but only with respect to
information relating to the undersigned furnished in writing by or on behalf of
the undersigned expressly for use in a shelf registration statement, a
prospectus or any amendments or supplements thereto. Any such indemnification
shall be governed by the terms and subject to the conditions set forth in the
Registration Rights Agreement, including, without limitation, the provisions
regarding notice, retention of counsel, contribution and payment of expenses
set forth therein. The above summary of the indemnification provision of the
Registration Rights Agreement is not intended to be exhaustive and is qualified
in its entirety by the Registration Rights Agreement.
7. If the undersigned is not a broker-dealer, the undersigned represents
that it is not engaged in, and does not intend to engage in, a distribution of
New Notes. If the undersigned is a broker-dealer that will receive New Notes
for its own account in exchange for Old Notes that were acquired as a result of
market-making activities or other trading activities, it acknowledges that it
will deliver a prospectus in connection with any resale of such New Notes;
however, by so acknowledging and by delivering a prospectus, the undersigned
will not be deemed to admit that it is an "underwriter" within the meaning of
the Securities Act. If the undersigned is a broker-dealer and Old Notes held
for its own account were not acquired as a result of market-making or other
trading activities, such Old Notes cannot be exchanged pursuant to the Exchange
Offer.
8. Any obligation of the undersigned hereunder shall be binding upon the
successors, assigns, executors, administrators, trustees in bankruptcy and
legal and personal representatives of the undersigned.
9. Unless otherwise indicated herein under "Special Delivery Instructions,"
please issue the certificates for the New Notes in the name of the undersigned.
4
List below the Old Notes to which this Letter of Transmittal relates. If the
space below is inadequate, list the registered numbers and principal amounts on
a separate signed schedule and affix the list to this Letter of Transmittal.
<TABLE>
<CAPTION>
- ----------------------------------------------------------------------------------------------------------------------------DESCRIPTION OF OLD NOTES TENDERED
- ----------------------------------------------------------------------------------------------------------------------------Name(s) and Address(es) of Registered
Holder(s) Exactly as Name(s) Appear(s) on Old Notes
(Please Fill In, If Blank)
Old Note(s) Tendered
- ----------------------------------------------------------------------------------------------------------------------------Principal
Registered

Aggregate Principal Amount

Amount
Number(s)*
Represented by Old Note(s)
Tendered**
- ----------------------------------------------------------------------------------------------------------------------------<S>
<C>
<C>
<C>
- ----------------------------------------------------------------------------------------------------------------------------- -----------------------------------------------------------------------------------------------------------------------------

- ----------------------------------------------------------------------------------------------------------------------------- ----------------------------------------------------------------------------------------------------------------------------* Need not be completed by book-entry holders.
**Unless otherwise indicated, any tendering holder of Old Notes will be deemed to have tendered the entire aggregate
principal
amount represented by such Old Notes. All tenders must be in integral multiples of $1,000.
- ----------------------------------------------------------------------------------------------------------------------------</TABLE>
METHOD OF DELIVERY
[_]Check here if tendered Old Notes are enclosed herewith.
[_]Check here if tendered Old Notes are being delivered by book-entry transfer
made to an account maintained by the Exchange Agent with the Book-Entry
Transfer Facility and complete the following:
Name of Tendering Institution:

_____________________________________________

Account Number: _____________________________________________________________
Transaction Code Number: ____________________________________________________
[_]Check here if tendered Old Notes are being delivered pursuant to a Notice of
Guaranteed Delivery and complete the following:
Name(s) of Registered Holder(s):

___________________________________________

_____________________________________________________________________________
_____________________________________________________________________________
_____________________________________________________________________________
Date of Execution of Notice of Guaranteed Delivery: _________________________
Window Ticket Number (if available): ________________________________________
Name of Eligible Institution that guaranteed delivery: ______________________
Account Number (If delivered by book-entry transfer): _______________________
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SPECIAL ISSUANCE INSTRUCTIONS
(See Instructions 5 and 6)
To be completed only (i) if Old Notes in a principal amount not tendered, or
New Notes issued in exchange for Old Notes accepted for exchange, are to be
issued in the name of someone other than the undersigned, or (ii) if Old
Notes tendered by book-entry transfer that are not exchanged are to be
returned by credit to an account maintained at the Book-Entry Transfer
Facility. Issue New Notes and/or Old Notes to:
Name__________________________________________________________________________
(Type or Print)
Address ______________________________________________________________________
(Zip Code)
______________________________________________________________________________
(Tax Identification or Social Security Number)
(Complete Substitute Form W-9)
Credit Unexchanged Old Notes
Delivered by Book-Entry Transfer
to the Book-Entry Transfer Facility
Set Forth Below:
______________________________________________________________________________
Book-Entry Transfer Facility
Account Number:
______________________________________________________________________________
______________________________________________________________________________
SPECIAL DELIVERY INSTRUCTIONS

(See Instructions 5 and 6)
To be completed ONLY if the New Notes are to be issued or sent to someone
other than the undersigned or to the undersigned at an address other than as
indicated above.
Mail [_]

Issue [_]

(check appropriate boxes)

Name _________________________________________________________________________
(Type or Print)
Address ______________________________________________________________________
(Zip Code)
______________________________________________________________________________
(Tax Identification or Social Security Number)
______________________________________________________________________________
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SPECIAL REGISTRATION INSTRUCTIONS
To be completed ONLY if (i) the undersigned satisfies the conditions set
forth in Item 6 above, (ii) the undersigned elects to register its Old Notes
in the shelf registration statement described in the Registration Rights
Agreement and (iii) the undersigned agrees to indemnify certain entities and
individuals as set forth in Item 6 above. (See Item 6.)
[_]By checking this box, the undersigned hereby (i) represents that it is
unable to make all of the representations and warranties set forth in Item
5 above, (ii) elects to have its Old Notes registered pursuant to the
shelf registration statement described in the Registration Rights
Agreement and (iii) agrees to indemnify certain entities and individuals
identified in, and to the extent provided in, Item 6 above.

SPECIAL BROKER-DEALER INSTRUCTIONS
[_]Check here if you are a broker-dealer and wish to receive 10 additional
copies of the Prospectus and 10 copies of any amendments or supplements
thereto.
Name: ________________________________________________________________________
(Please Print)
Address: _____________________________________________________________________
(Including Zip Code)
IMPORTANT
PLEASE SIGN HERE WHETHER OR NOT
OLD NOTES ARE BEING PHYSICALLY TENDERED HEREBY
(Complete Accompanying Substitute Form W-9)
(Signature(s) of Registered Holders of Old Notes): _____________________________
Dated: _________________________________________________________________________
(The above lines must be signed by the registered holder(s) of Old Notes as
the name(s) appear(s) on the Old Notes or on a security position listing, or by
person(s) authorized to become registered holder(s) by a properly completed
bond power from the registered holder(s), a copy of which must be transmitted
with this Letter of Transmittal. If Old Notes to which this Letter of
Transmittal relate are held of record by two or more joint holders, then all
such holders must sign this Letter of Transmittal. If signature is by a
trustee, executor, administrator, guardian, attorney-in-fact, officer of a
corporation or other person acting in a fiduciary or representative capacity,
then such person must (i) set forth his or her full title below and (ii) unless
waived by the Company, submit evidence satisfactory to the Company of such
person's authority so to act. See Instruction 5 regarding completion of this
Letter of Transmittal, printed below.)
Name(s) ________________________________________________________________________
(Please Type or Print)
Capacity: ______________________________________________________________________
Address: _______________________________________________________________________
(Include Zip Code)
Area Code and Telephone Number: ________________________________________________
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SIGNATURE GUARANTEE (If Required by Instruction 5)
Certain Signatures Must be Guaranteed by an Eligible Institution
______________________________________________________________________________
(Name of Eligible Institution Guaranteeing Signatures)
______________________________________________________________________________
(Address (including zip code) and Telephone Number (including area code) of
Eligible Institution)
______________________________________________________________________________
(Authorized Signature)
______________________________________________________________________________
(Printed Name)
______________________________________________________________________________
(Title)
Dated: _______________________________________________________________________
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INSTRUCTIONS
FORMING PART OF THE TERMS AND CONDITIONS OF THE EXCHANGE OFFER
1. Delivery of This Letter of Transmittal and Old Notes or Book-Entry
Confirmations
All physically delivered Old Notes or any Book Entry Confirmations, as well
as a properly completed and duly executed copy of this Letter of Transmittal or
Agent's Message, and any other documents required by this Letter of
Transmittal, must be received by the Exchange Agent at its address set forth
herein prior to 5:00 p.m., New York City time, on the Expiration Date.
The method of delivery of the tendered Old Notes, this Letter of Transmittal
and all other required documents to the Exchange Agent is at the election and
risk of the holder and, except as otherwise provided below, the delivery will
be deemed made only when actually received or confirmed by the Exchange Agent.
If such delivery is by mail, it is recommended that registered mail, properly
insured, with return receipt requested, be used. Instead of delivery by mail,
it is recommended that the holder use an overnight or hand delivery service. In
all cases, sufficient time should be allowed to assure delivery to the Exchange
Agent before the Expiration Date. No Letter of Transmittal or Old Notes should
be sent to the Company.
2. Guaranteed Delivery Procedures
Holders who wish to tender their Old Notes and whose Old Notes are not
immediately available or who cannot deliver their Old Notes, this Letter of
Transmittal or any other documents required hereby to the Exchange Agent prior
to the Expiration Date, or who cannot complete the procedure for book-entry
transfer on a timely basis and deliver an Agent's Message, must tender their
Old Notes according to the guaranteed delivery procedures set forth in the
Prospectus. Pursuant to such procedures, a tender may be effected if the
Exchange Agent has received at its office, on or prior to the Expiration Date,
a letter, telegram or facsimile transmission from an Eligible Institution (as
defined in the Prospectus) setting forth the name and address of the tendering
holder, the name(s), in which the Old Notes are registered and the certificate
number(s) of the Old Notes to be tendered, and stating that the tender is being
made thereby and guaranteeing that, within three New York Stock Exchange
trading days after the date of execution of such letter, telegram or facsimile
transmission by the Eligible Institution, such Old Notes, in proper form for
transfer (or a confirmation of book-entry transfer of such Old Notes into the
Exchange Agent's account at the Book Entry Transfer Facility), will be
delivered by such Eligible Institution together with a properly completed and
duly executed Letter of Transmittal (and any other required documents). Unless
Old Notes being tendered by the above-described method are deposited with the
Exchange Agent within the time period set forth above (accompanied or preceded
by a properly completed Letter of Transmittal and any other required
documents), the Company may, at its option, reject the tender.
Any holder of Old Notes who wishes to tender Old Notes pursuant to the
guaranteed delivery procedures described above must ensure that the Exchange
Agent receives the Notice of Guaranteed Delivery prior to 5:00 p.m., New York
City time, on the Expiration Date. Upon request of the Exchange Agent, a Notice
of Guaranteed Delivery will be sent to holders who wish to tender their Old
Notes according to the guaranteed delivery procedures set forth above. See the

section entitled "Exchange Offer--Guaranteed Delivery Procedures" in the
Prospectus.
3. Tender by Holder
Only a registered holder of Old Notes may tender such Old Notes in the
Exchange Offer. Any beneficial holder of Old Notes who is not the registered
holder and who wishes to tender should arrange with the registered holder to
execute and deliver this Letter of Transmittal on his behalf or must, prior to
completing and executing this Letter of Transmittal and delivering his Old
Notes, either make appropriate arrangements to register ownership of the Old
Notes in such holder's name or obtain a properly completed bond power from the
registered holder.
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4. Partial Tenders
Tenders of Old Notes will be accepted only in integral multiples of $1,000.
If less than the entire principal amount of any Old Notes is tendered, the
tendering holder should fill in the principal amount tendered in the fourth
column of the box entitled "Description of Old Notes Tendered" above. The
entire principal amount of Old Notes delivered to the Exchange Agent will be
deemed to have been tendered unless otherwise indicated. If the entire
principal amount of all Old Notes is not tendered, then Old Notes for the
principal amount of Old Notes not tendered and New Notes issued in exchange for
any Old Notes accepted will be sent to the holder at his or her registered
address, unless a different address is provided in the appropriate box on this
Letter of Transmittal, promptly after the Old Notes are accepted for exchange.
5. Signatures on this Letter of Transmittal; Bond Powers and Endorsements;
Guarantee of Signatures
If this Letter of Transmittal (or facsimile hereof) is signed by the
registered holder(s) of the Old Notes tendered hereby, the signature must
correspond with the name(s) as written on the face of the Old Notes without
alteration, enlargement or any change whatsoever. If this Letter of Transmittal
(or facsimile hereof) is signed by a participant in the Book-Entry Transfer
Facility, the signature must correspond with the name as it appears on the
security position listing as the holder of the Old Notes.
If this Letter of Transmittal (or facsimile hereof) is signed by the
registered holder or holders of Old Notes listed and tendered hereby and the
New Notes issued in exchange therefor are to be issued (or any untendered
principal amount of Old Notes is to be reissued) to the registered holder, the
said holder need not and should not endorse any tendered Old Notes, nor provide
a separate bond power. In any other case, such holder must either properly
endorse the Old Notes tendered or transmit a properly completed separate bond
power with this Letter of Transmittal, with the signatures on the endorsement
or bond power guaranteed by an Eligible Institution.
If this Letter of Transmittal (or facsimile hereof) is signed by a person
other than the registered holder or holders of any Old Notes listed, such Old
Notes must be endorsed or accompanied by appropriate bond powers, in each case
signed as the name of the registered holder or holders appears on the Old Notes.
If this Letter of Transmittal (or facsimile hereof) or any Old Notes or bond
powers are signed by trustees, executors, administrators, guardians,
attorneys-in-fact, officers of corporations or others acting in a fiduciary or
representative capacity, such persons should so indicate when signing, and,
unless waived by the Company, evidence satisfactory to the Company of their
authority to act must be submitted with this Letter of Transmittal.
Endorsements on Old Notes or signatures on bond powers required by this
Instruction 5 must be guaranteed by an Eligible Institution.
No signature guarantee is required if (i) this Letter of Transmittal (or
facsimile hereof) is signed by the registered holder(s) of the Old Notes
tendered herein (or by a participant in the Book-Entry Transfer Facility whose
name appears on a security position listing as the owner of the tendered Old
Notes) and the New Notes are to be issued directly to such registered holder(s)
(or, if signed by a participant in the Book-Entry Transfer Facility, deposited
to such participant's account at the Book-Entry Transfer Facility) and neither
the box entitled "Special Delivery Instructions" nor the box entitled "Special
Registration Instructions" has been completed, or (ii) such Old Notes are
tendered for the account of an Eligible Institution. In all other cases, all
signatures on this Letter of Transmittal (or facsimile hereof) must be
guaranteed by an Eligible Institution.
6. Special Registration and Delivery Instructions
Tendering holders should indicate, in the applicable box or boxes, the name
and address (or account at the Book-Entry Transfer Facility) to which New Notes
or substitute Old Notes for principal amounts not tendered or not accepted for

exchange are to be issued or sent, if different from the name and address of
the person signing this Letter of Transmittal. In the case of issuance in a
different name, the taxpayer identification or social security number of the
person named must also be indicated.
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7. Backup United States Federal Income Tax Withholding and Substitute Form W-9
Under the United States federal income tax laws, payments that may be made
by the Company on account of New Notes issued pursuant to the Exchange Offer
may be subject to backup withholding at the rate of 28%. In order to avoid such
backup withholding, each tendering holder should complete and sign the
Substitute Form W-9 and either (a) provide the correct taxpayer identification
number ("TIN") and certify, under penalties of perjury, that the TIN provided
is correct, that the holder is a U.S. person, and that (1) the holder has not
been notified by the United States Internal Revenue Service (the "IRS") that
the holder is subject to backup withholding as a result of failure to report
all interest or dividends or (2) the IRS has notified the holder that the
holder is no longer subject to backup withholding; or (b) provide an adequate
basis for exemption. If the tendering holder has not been issued a TIN and has
applied for one, or intends to apply for one in the near future, such holder
should write "Applied For" in the space provided for the TIN in Part I of the
Substitute Form W-9, sign and date the Substitute Form W-9 and sign the
Certificate of Awaiting Taxpayer Identification Number. If "Applied For" is
written in Part I, the Company (or the Paying Agent under the Indenture
governing the New Notes) shall retain 28% of payments made to the tendering
holder during the 60-day period following the date of the Substitute Form W-9.
If the holder furnishes his, her or its TIN within 60 days after the date of
the Substitute Form W-9, the Company (or the Paying Agent) shall remit such
amounts retained during the 60-day period to the holder and no further amounts
shall be retained or withheld from payments made to the holder thereafter. If,
however, the holder has not provided the Exchange Agent or the Company with
his, her or its TIN within such 60-day period, the Company (or the Paying
Agent) shall remit such previously retained amounts to the IRS as backup
withholding. In general, if a holder is an individual, the TIN is the social
security number of such individual. If the Exchange Agent or the Company are
not provided with the correct TIN, the holder may be subject to a $50 penalty
imposed by the IRS.
Certain holders (including, among others, all corporations and certain
non-United States individuals) are not subject to these backup withholding and
reporting requirements. In order for a non-United States individual to qualify
as an exempt recipient, such holder must submit a statement (generally, IRS
Form W-8BEN), signed under penalty of perjury, attesting to that individual's
foreign status. Such statements can be obtained from the Exchange Agent.
Failure to complete the Substitute Form W-9 will not, by itself, cause Old
Notes to be deemed invalidly tendered, but may require the Company (or the
Paying Agent) to withhold 28% of the amount of any payments made on account of
the New Notes. Backup withholding is not an additional federal income tax.
Rather, the federal income tax liability of a person subject to backup
withholding will be reduced by the amount of tax withheld. If withholding
results in an overpayment of taxes, a refund may be obtained from the IRS.
See the attached "Guidelines for Certification of Taxpayer Identification
Number on Substitute Form W-9" for more information.
8. Transfer Taxes
The Company will pay all transfer taxes, if any, applicable to the exchange
of Old Notes pursuant to the Exchange Offer. If, however, certificates
representing New Notes or Old Notes for principal amounts not tendered or
accepted for exchange are to be delivered to, or are to be registered in the
name of, any person other than the registered holder of the Old Notes tendered
hereby, or if tendered Old Notes are registered in the name of a person other
than the person signing this Letter of Transmittal, or if a transfer tax is
imposed for any reason other than the exchange of Old Notes pursuant to the
Exchange Offer, then the amount of any such transfer taxes (whether imposed on
the registered holder or on any other persons) will be payable by the tendering
holder. If satisfactory evidence of payment of such taxes or exemption
therefrom is not submitted with this Letter of Transmittal, the amount of such
transfer taxes will be billed directly to such tendering holder. See the
discussion under the heading "Exchange Offer--Transfer Taxes" in the Prospectus.
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9. Validity of Tenders
All questions as to the validity, form, eligibility (including time of
receipt), acceptance, and withdrawal of tendered Old Notes will be determined
by the Company, in its sole discretion, which determination will be final and
binding. The Company reserves the absolute right to reject any or all tenders
not in proper form or the acceptance for exchange of which may, in the opinion

of counsel for the Company, be unlawful. The Company also reserves the absolute
right to waive any of the conditions of the Exchange Offer or any defect or
irregularity in the tender of any Old Notes. The Company's interpretation of
the terms and conditions of the Exchange Offer (including the instructions on
the Letter of Transmittal) will be final and binding on all parties. Unless
waived, any defects or irregularities in connection with tenders of Old Notes
must be cured within such time as the Company shall determine. Although the
Company intends to notify holders of defects or irregularities with respect to
tenders of Old Notes, neither the Company, the Exchange Agent, nor any other
person shall be under any duty to give notification of any defects or
irregularities in tenders or incur any liability for failure to give such
notification. Tenders of Old Notes will not be deemed to have been made until
such defects or irregularities have been cured or waived. Any Old Notes
received by the Exchange Agent that are not properly tendered and as to which
the defects or irregularities have not been cured or waived will be returned by
the Exchange Agent to the tendering holders, unless otherwise provided in the
Letter of Transmittal, as soon as practicable following the Expiration Date.
10.Waiver of Conditions
The Company reserves the absolute right to waive, in whole or part, any of
the conditions to the Exchange Offer set forth in the Prospectus or in this
Letter of Transmittal.
11.No Conditional Tender
No alternative, conditional, irregular or contingent tender of Old Notes on
transmittal of this Letter of Transmittal will be accepted.
12.Mutilated, Lost, Stolen or Destroyed Old Notes
Any holder whose Old Notes have been mutilated, lost, stolen or destroyed
should contact the Exchange Agent at the address indicated above for further
instructions.
13.Request for Assistance or Additional Copies
Requests for assistance or for additional copies of the Prospectus or this
Letter of Transmittal may be directed to the Exchange Agent at the address or
telephone number set forth on the cover page of this Letter of Transmittal.
Holders may also contact their broker, dealer, commercial bank, trust company
or other nominee for assistance concerning the Exchange Offer.
14.Withdrawal
Tenders may be withdrawn only pursuant to the limited withdrawal rights set
forth in the Prospectus under the caption "Exchange Offer--Withdrawal of
Tenders."
IMPORTANT: THIS LETTER OF TRANSMITTAL OR A MANUALLY SIGNED FACSIMILE HEREOF
(TOGETHER WITH THE OLD NOTES DELIVERED BY BOOK-ENTRY TRANSFER OR IN ORIGINAL
HARD COPY FORM) MUST BE RECEIVED BY THE EXCHANGE AGENT, OR THE NOTICE OF
GUARANTEED DELIVERY MUST BE RECEIVED BY THE EXCHANGE AGENT, PRIOR TO THE
EXPIRATION DATE.
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<TABLE>
<C>
<S>
<C>
- ----------------------------------------------------------------------------------------------------------------SUBSTITUTE
Form W-9
Department of the Treasury
Internal Revenue Service

PLEASE PROVIDE YOUR TIN IN THE BOX Part I -- Social Security Number OR Employer
AT RIGHT AND CERTIFY BY SIGNING AND Identification Number
DATING BELOW
_____________________________________________
___________________________________
(If awaiting TIN, write "Applied For")
Name
_______________________________________________

Payer's Request for Taxpayer ___________________________________ Part II -- For Payees exempt from backup
Identification Number (TIN) Business Name
withholding, see the enclosed Guidelines for
Please check appropriate box
Certification of Taxpayer Identification Number
[_] Individual/Sole Proprietor
on Substitute Form W-9, check the Exempt box
[_] Corporation [_] Partnership
below, and complete the Substitute Form W-9.
[_] Other
Exempt [_]
___________________________________
Address
___________________________________
City, State, Zip Code
</TABLE>

Certification -- Under penalties of perjury, I certify that:
(1)The number shown on this form is my correct taxpayer identification number
(or I am waiting for a number to be issued to me), and
(2)I am not subject to backup withholding because (a) I am exempt from backup
withholding, (b) I have not been notified by the Internal Revenue Service
("IRS") that I am subject to backup withholding as a result of a failure to
report all interest or dividends, or (c) the IRS has notified me that I am
no longer subject to backup withholding.
(3)I am a U.S. person (including a U.S. resident alien)
Certification Instructions -- You must cross out item (2) above if you have
been notified by the IRS that you are subject to backup withholding because of
under reporting interest or dividends on your tax return. However, if after
being notified by the IRS that you were subject to backup withholding, you
received another notification from the IRS that you were no longer subject to
backup withholding, do not cross out item (2). (Also see instructions in the
enclosed Guidelines for Certification of Taxpayer Identification Number on
Substitute Form W-9.)
- -------------------------------------------------------------------------------SIGNATURE: _____________________________

DATE: ______________________________

NOTE: IF YOU ARE A UNITED STATES HOLDER, FAILURE TO COMPLETE AND RETURN THIS
SUBSTITUTE FORM W-9 MAY RESULT IN BACKUP WITHHOLDING OF 28% OF ANY
PAYMENTS MADE TO YOU. PLEASE REVIEW THE ENCLOSED GUIDELINES FOR
CERTIFICATION OF TAXPAYER IDENTIFICATION NUMBER ON SUBSTITUTE FORM W-9
FOR ADDITIONAL INSTRUCTIONS.
YOU MUST COMPLETE THE FOLLOWING CERTIFICATE IF YOU WROTE "APPLIED FOR" IN
PART I OF THE SUBSTITUTE FORM W-9.
CERTIFICATE OF AWAITING TAXPAYER IDENTIFICATION NUMBER
I certify under penalties of perjury that a taxpayer identification number has
not been issued to me, and either (1) I have mailed or delivered an
application to receive a taxpayer identification number to the appropriate
Internal Revenue Service Center or Social Security Administration Office or
(2) I intend to mail or deliver an application in the near future. I
understand that if I do not provide a taxpayer identification number within 60
days, 28% of all reportable payments made to me will be withheld until I
provide a taxpayer identification number.
SIGNATURE: _____________________________

DATE: ______________________________
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GUIDELINES FOR CERTIFICATION OF TAXPAYER IDENTIFICATION
NUMBER ON SUBSTITUTE FORM W-9
Guidelines for Determining the Proper Identification Number to Give the Payer.
Social security numbers have nine digits separated by two hyphens: i.e.,
000-00-0000. Employer identification numbers have nine digits separated by only
hyphen: i.e., 00-0000000. The table below will help determine the number to
give the payer.
<TABLE>
<S>
<C>
<C>
<C>
- -------------------------------------------------------- ---------------------------------------------------------------Give the
Give the EMPLOYER
SOCIAL SECURITY
IDENTIFICATION
For this type of account:
number of:
For this type of account:
number of:
- -------------------------------------------------------- ---------------------------------------------------------------1.An individual's account
The individual
6.A valid trust, estate, or
The legal entity (Do not
pension trust
furnish the identifying
number
of the personal
representative
or trustee unless the
legal
entity itself is not
designated
in the account title)
(4)
2.Two or more individuals
(joint account)

The actual owner of
the account or, if
combined funds, any

7.Corporate account

The corporation

one of the
individuals(1)
3.Custodian account of a
minor (Uniform Gift to
Minors Act)

The minor (2)

4.a. The usual revocable
savings trust account
(grantor is also trustee)

The grantor-trustee (1) 9.Association, club,
religious, charitable or
educational or other taxexempt organization

b. So-called trust account
that is not a legal or valid
trust under State law
5.Sole proprietorship account

8.Partnership

The partnership

The organization

The actual owner (1)

The owner (3)

10.A broker or registered
nominee

The broker or nominee

11.Account with the
The public entity
Department of
Agriculture in the name
of a public entity (such as
a State or local
government, school
district, or prison) that
receives agricultural
program payments
- -------------------------------------------------------- ---------------------------------------------------------------</TABLE>
(1)List first and circle the name of the person whose number you furnish. If
only one person on a joint account has a social security number, that
person's number must be furnished.
(2)Circle the minor's name and furnish the minor's social security number.
(3)You must show your individual name. You may also enter your business or
"doing business as" name. You may use either your social security number or,
if you have one, your employer identification number.
(4)List first and circle the name of the legal trust, estate or pension trust.
NOTE: If no name is circled when there is more than one name listed, the number
will be considered to be that of the first name listed.
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GUIDELINES FOR CERTIFICATION OF TAXPAYER IDENTIFICATION
NUMBER ON SUBSTITUTE FORM W-9
Obtaining a Number
If you do not have a taxpayer identification number or you don't know your
number, obtain Form SS-5, Application for a Social Security Number Card, or
Form SS-4, Application for Employer Identification Number, at the local office
of the Social Security Administration or the Internal Revenue Service (the
"IRS") and apply for a number. You may also obtain Form SS-4 by calling the IRS
at 1-800-TAX-FORM.
If you do not have a TIN, but have applied for one, write "Applied For" in the
space for the TIN, complete the Certificate of Awaiting Taxpayer Identification
Number, sign and date the form and return it to the Exchange Agent.
Payees Exempt From Backup Withholding
Payees specifically exempted from backup withholding on ALL payments include
the following:
.

An organization exempt from tax under section 501(a), or an individual
retirement account.

.

The United States or any wholly-owned agency or instrumentality thereof.

.

A State, the District of Columbia, a possession of the United States or
any political subdivision or wholly-owned agency or instrumentality
thereof.

.

A foreign government, a political subdivision of a foreign government, or
any wholly-owned agency or instrumentality thereof.

.

An international organization or any wholly-owned agency or
instrumentality thereof.

Payees specifically exempted from backup withholding on interest and dividend
payments include the following:

.

A corporation.

.

A financial institution.

.

A registered dealer in securities or commodities registered in the U.S.,
the District of Columbia, or a possession of the U.S.

.

A real estate investment trust.

.

A common trust fund operated by a bank under section 584(a).

.

An exempt charitable remainder trust, or a non-exempt trust described in
section 4947.

.

An entity registered at all times during the tax year under the
Investment Company Act of 1940.

.

A foreign central bank issue.

.

A middleman known in the investment community as a nominee or who is
listed in the most recent publication of the American Society of
Corporate Secretaries, Inc., Nominee List.

Payments of dividends and patronage dividends not generally subject to backup
withholding include the following:
.

Payments to nonresident aliens subject to withholding under section 1441.

.

Payments to partnerships not engaged in a trade or business in the U.S.
and which have at least one nonresident partner.

.

Payments of patronage dividends not paid in money.
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.

Payments made by certain foreign organizations.

.

Section 404(k) payments made by an ESOP.

Payments of interest not generally subject to backup withholding include the
following:
.

Payments of interest on obligations issued by individuals. Note: You may
be subject to backup withholding if this interest is $600 or more and is
paid in the course of the payer's trade or business and you have not
provided your correct taxpayer identification number to the payer.

.

Payments of tax-exempt interest (including exempt-interest dividends
under section 852).

.

Payments described in section 6049(b)(5) to non-resident aliens.

.

Payments on tax-free covenant bonds under section 1451.

.

Payments made by certain foreign organizations.

Exempt payees described above should file Substitute Form W-9 to avoid possible
erroneous backup withholding. FILE THE SUBSTITUTE FORM W-9 WITH THE PAYER.
FURNISH YOUR TAXPAYER IDENTIFICATION NUMBER. CHECK THE BOX MARKED "EXEMPT" IN
PART II OF THE FORM AND RETURN IT TO THE PAYER.
Certain payments other than dividends that are not subject to information
reporting are also not subject to backup withholding. For details, see sections
6041, 6041A(a), 6045, 6050A, 6050N and the regulations thereunder.
Privacy Act Notice.--Section 6109 requires most recipients of dividend,
interest or other payments to give taxpayer identification numbers to payers
who must report the payments to the IRS. The IRS uses the number for
identification purposes and to help verify the accuracy of tax returns. The IRS
also may provide this information to the Department of Justice for civil and
criminal litigation and to cities, states, and the District of Columbia to
carry out their tax laws. Payers must be given the numbers whether or not
recipients are required to file tax returns. Payers must generally withhold 28%
of taxable interest, dividends and certain other payments to a payee who does
not furnish a taxpayer identification number to a payer. Certain penalties may
also apply.
Penalties
(1)Penalty for Failure to Furnish Taxpayer Identification Number.--If you fail
to furnish your taxpayer identification number to a payer, you are subject
to a penalty of $50 for each such failure unless your failure is due to
reasonable cause and not to willful neglect.

(2)Civil Penalty for False Information With Respect to Withholding.--If you
make a false statement with no reasonable basis which results in no
imposition of backup withholding, you are subject to a penalty of $500.
(3)Criminal Penalty for Falsifying Information.--Willfully falsifying
certifications or affirmations may subject you to criminal penalties
including fines and/or imprisonment.
FOR ADDITIONAL INFORMATION
CONTACT YOUR TAX CONSULTANT OR
THE INTERNAL REVENUE SERVICE
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Exhibit 99.2
MONITRONICS INTERNATIONAL, INC.
NOTICE OF GUARANTEED DELIVERY
To Tender for Exchange
All Outstanding 113/4% Senior Subordinated Notes due 2010
in Exchange for 113/4% Senior Subordinated Notes due 2010
Pursuant to the Exchange Offer and Prospectus dated
, 2003
As set forth in the Prospectus, dated ______, 2003 (as the same may be
amended or supplemented from time to time, the "Prospectus") of Monitronics
International, Inc. (the "Company") under the caption "Exchange
Offer--Guaranteed Delivery Procedures" and in the Letter of Transmittal to
Tender 113/4% Senior Subordinated Notes due 2010 of the Company, this form or
one substantially equivalent hereto must be used to accept the Exchange Offer
(as defined below) if: (i) certificates for outstanding 113/4% Senior
Subordinated Notes due 2010 (the "Old Notes") of the Company are not
immediately available, (ii) time will not permit all required documents to
reach the Exchange Agent on or prior to the Expiration Date (as defined below),
or (iii) the procedures for book-entry transfer cannot be completed on or prior
to the Expiration Date. This form may be delivered by facsimile transmission,
by registered or certified mail, by hand, or by overnight delivery service to
the Exchange Agent. See "Exchange Offer--Procedures for Tendering" in the
Prospectus.
THE EXCHANGE OFFER AND WITHDRAWAL RIGHTS WILL EXPIRE AT 5:00 P.M., NEW YORK
CITY TIME, ON __________, 2003 (THE "EXPIRATION DATE"), UNLESS THE EXCHANGE
OFFER IS EXTENDED.
The Exchange Agent for the Exchange Offer is:
The Bank of New York Trust Company of Florida, N.A.
By Hand, Certified Mail
or Overnight Courier:

By Facsimile:
(214) 880-8241

The Bank of New York
Trust Company of
Florida, N.A.
600 Pearl Street, Suite
Confirm Receipt of
420
Facsimile by Telephone:
Dallas, Texas 75201
(214) 880-8229
Attn: Patrick T. Giordano
Phone: (214) 880-8229
Fax: (214) 880-8241
Originals of all documents sent by facsimile should be sent promptly by
registered
or certified mail, by hand, or by overnight delivery service.
DELIVERY OF THIS NOTICE OF GUARANTEED DELIVERY TO AN ADDRESS OTHER THAN AS
SET FORTH ABOVE OR TRANSMISSION HEREOF VIA FACSIMILE NUMBER OTHER THAN THE ONE
SET FORTH ABOVE WILL NOT CONSTITUTE A VALID DELIVERY.
This form is not to be used to guarantee signatures. If a signature on a
Letter of Transmittal is required to be guaranteed by an "eligible institution"
under the instructions thereto, such signature guarantee must appear in the
applicable space provided in the signature box on the Letter of Transmittal.
Ladies and Gentlemen:
The undersigned hereby tenders to the Company, upon the terms and conditions
set forth in the Prospectus and in the related Letter of Transmittal (which
together constitute the "Exchange Offer"), receipt of which is hereby
acknowledged, the principal amount of Old Notes set forth below pursuant to the
guaranteed delivery procedures described in the Prospectus and in the Letter of
Transmittal.
The undersigned understands and acknowledges that the Exchange Offer will
expire at 5:00 P.M., New York City time, on ________, 2003, unless extended.
All authority herein conferred or agreed to be conferred by this Notice of
Guaranteed Delivery shall survive the death or incapacity of the undersigned
and every obligation of the undersigned under this Notice of Guaranteed
Delivery shall be binding upon the heirs, personal representatives, executors,
administrators, successors, assigns, trustees in bankruptcy and other legal
representatives of the undersigned.
Name(s) of Registered
Holders(s):

-----------------------------------------------

(Please Print or Type)
Address:
----------------------------------------------------------------------------------------------------(Include Zip Code)
Telephone Number:
-----------------------(Include Area Code)
Certificate Nos.
Principal Amount of
(if available)
Outstanding Notes
Tendered*
------------------------

------------------------

------------------------

------------------------

------------------------

------------------------

------------------------

------------------------

Signatures of Registered Holder(s) or Authorized
Signatories:
-----------------------(Authorized Signature)

-----------------------(Authorized Signature)

-----------------------(Print Name)

-----------------------(Print Name)

-----------------------(Title or Capacity, if
applicable)

-----------------------(Title or Capacity, if
applicable)

Dated:
[_]

The Depository Trust Company
(Check if Outstanding Notes will be tendered
by book-entry transfer)

Account Number:
*Must be in integral multiples of $1,000 principal
amount.
THE GUARANTEE ON THE FOLLOWING PAGE MUST BE COMPLETED.
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GUARANTEE
(Not to be used for signature guarantees)
The undersigned, a member firm of a registered national securities exchange
or the National Association of Securities Dealers, Inc., a commercial bank or
trust company having an office or correspondence in the United States or an
"eligible guarantor institution" within the meaning of Rule 17Ad-15 under the
Securities Exchange Act of 1934, hereby guarantees that the undersigned will
deliver to the Exchange Agent, the certificates representing the Outstanding
Notes into the Exchange Agent's account at The Depository Trust Company, with
delivery of a properly completed and duly executed Letter of Transmittal (or
facsimile thereof or an agent's message in lieu thereof) and any other required
documents, all within five business days after the Expiration Date.
Name of Firm:
Address:
Area Code and Telephone No.:
Authorized Signature:
Name:
Title:
Dated:
NOTE:

DO NOT SEND CERTIFICATES OF OLD NOTES WITH THIS FORM. CERTIFICATES OF
OLD NOTES SHOULD BE SENT ONLY WITH A LETTER OF TRANSMITTAL.
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Exhibit 99.3
MONITRONICS INTERNATIONAL, INC.
LETTER TO REGISTERED HOLDERS AND
DEPOSITORY TRUST COMPANY PARTICIPANTS
For
Tender of All Outstanding
113/4% Senior Subordinated Notes Due 2010
In Exchange For
113/4% Senior Subordinated Notes Due 2010
That Have Been Registered Under The
Securities Act of 1933
THE EXCHANGE OFFER AND WITHDRAWAL RIGHTS WILL EXPIRE AT 5:00 P.M., NEW YORK
CITY TIME, ON ______, 2003 (THE "EXPIRATION DATE"), UNLESS THE EXCHANGE OFFER
IS EXTENDED.
NOTES TENDERED IN THE EXCHANGE OFFER MAY BE WITHDRAWN AT ANY TIME PRIOR TO
5:00 P.M., NEW YORK CITY TIME, ON THE EXPIRATION DATE UNLESS PREVIOUSLY
ACCEPTED FOR EXCHANGE.
To Registered Holders and Depository Trust Company Participants:
We are enclosing herewith the material listed below relating to the offer by
Monitronics International, Inc., a Texas corporation (the "Company"), to
exchange its 113/4% Senior Subordinated Notes due 2010 (the "New Notes"), which
have been registered under the Securities Act of 1933 (the "Securities Act"),
for a like principal amount of its issued and outstanding 113/4% Senior
Subordinated Notes due 2010 (the "Old Notes") upon the terms and subject to the
conditions set forth in the Company's Prospectus, dated __________, 2003, and
the related Letter of Transmittal (which together constitute the "Exchange
Offer").
The Company is requesting that you contact your clients for whom you hold
Old Notes regarding the Exchange Offer. For your information and for forwarding
to your clients for whom you hold Old Notes registered in your name or in the
name of your nominee, enclosed herewith are copies of the following documents:
1. Prospectus dated ____________, 2003;
2. Letter of Transmittal (together with accompanying Substitute Form W-9
Guidelines);
3. Notice of Guaranteed Delivery to be used to accept the Exchange Offer if
certificates for Old Notes are not immediately available or time will
not permit all required documents to reach The Bank of New York Trust
Company of Florida, N.A. (the "Exchange Agent") prior to the Expiration
Date or if the procedure for book-entry transfer cannot be completed on
a timely basis; and
4. Letter that may be sent to your clients for whose accounts you hold Old
Notes in your name or in the name of your nominee, which contains a
letter that may be sent from your clients to you with such client's
instruction with regard to the Exchange Offer.
We urge you to contact your clients promptly. Please note that the Exchange
Offer will expire on the Expiration Date unless extended.
The Exchange Offer is not conditioned upon any minimum number of Old Notes
being tendered.
Pursuant to the Letter of Transmittal, each holder of Old Notes will
represent to the Company that (i) the New Notes acquired in exchange for Old
Notes pursuant to the Exchange Offer are being acquired in the ordinary course
of business of the person receiving such New Notes, (ii) the holder is not
engaging in and does not intend to engage in a distribution of the New Notes,
(iii) the holder does not have any arrangement or understanding with any person
to participate in the distribution of New Notes, and (iv) neither the holder
nor any such other person is an "affiliate" (within the meaning of Rule 405
under the Securities Act) of the Company. If the holder is a broker-dealer that
will receive New Notes for its own account in exchange for Old Notes that were
acquired as a result of market-making activities or other trading activities,
it must acknowledge that it will deliver a prospectus in connection with any
resale of such New Notes.
The enclosed letter to clients contains an authorization by the beneficial
owners of the Old Notes for you to make the foregoing representations.
The Company will not pay any fee or commission to any broker or dealer or to
any other person (other than the Exchange Agent) in connection with the
solicitation of tenders of Old Notes pursuant to the Exchange Offer.

Additional copies of the enclosed materials may be obtained from the
undersigned.
Very truly yours,
MONITRONICS INTERNATIONAL, INC.
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Exhibit 99.4
MONITRONICS INTERNATIONAL, INC.
LETTER TO CLIENTS
For Tender of All Outstanding
113/4% Senior Subordinated Notes Due 2010
In Exchange For
113/4% Senior Subordinated Notes Due 2010 That Have Been Registered Under
The Securities Act of 1933
THE EXCHANGE OFFER AND WITHDRAWAL RIGHTS WILL EXPIRE AT 5:00 P.M., NEW YORK
CITY TIME, ON __________, 2003 (THE "EXPIRATION DATE"), UNLESS THE EXCHANGE
OFFER IS EXTENDED.
NOTES TENDERED IN THE EXCHANGE OFFER MAY BE WITHDRAWN AT ANY TIME PRIOR TO
5:00 P.M., NEW YORK CITY TIME, ON THE EXPIRATION DATE UNLESS PREVIOUSLY
ACCEPTED FOR EXCHANGE.
To Our Clients:
We have enclosed herewith a Prospectus, dated ______, 2003, of Monitronics
International, Inc, a Texas corporation (the "Company"), and a related Letter
of Transmittal, which together constitute the Company's offer (the "Exchange
Offer") to exchange its 113/4% Senior Subordinated Notes due 2010 (the "New
Notes"), which have been registered under the Securities Act of 1933 (the
"Securities Act"), for a like principal amount of its issued and outstanding
113/4% Senior Subordinated Notes due 2010 (the "Old Notes"), upon the terms and
subject to the conditions set forth in the Exchange Offer.
The Exchange Offer is not conditioned upon any minimum number of Old Notes
being tendered.
We are the holder of record of Old Notes held by us for your own account. A
tender of such Old Notes can be made only by us as the record holder and
pursuant to your instructions. The Letter of Transmittal is furnished to you
for your information only and cannot be used by you to tender Old Notes held by
us for your account.
We request instructions as to whether you wish to tender any or all of the
Old Notes held by us for your account pursuant to the terms and conditions of
the Exchange Offer. We also request that you confirm that we may, on your
behalf, make the representations and warranties contained in the Letter of
Transmittal.
Very truly yours,
PLEASE RETURN YOUR INSTRUCTIONS TO US IN THE ENCLOSED ENVELOPE WITHIN AMPLE
TIME TO PERMIT US TO SUBMIT A TENDER ON YOUR BEHALF PRIOR TO THE EXPIRATION
DATE.
INSTRUCTION TO REGISTERED HOLDER AND/OR
BOOK-ENTRY TRANSFER PARTICIPANT
To Registered Holder and/or Participant in the Book-Entry Transfer Facility:
The undersigned hereby acknowledges receipt of the Prospectus, dated ______,
2003 (the "Prospectus"), of Monitronics International, Inc., a Texas
corporation (the "Company"), and the accompanying Letter of Transmittal (the
"Letter of Transmittal"), that together constitute the Company's offer (the
"Exchange Offer") to exchange its 113/4% Senior Subordinated Notes due 2010
(the "New Notes") for all of its outstanding 113/4% Senior Subordinated Notes
due 2010 (the "Old Notes"). Capitalized terms used, but not defined, herein
have the meanings ascribed to them in the Prospectus.
This will instruct you, the registered holder and/or book-entry transfer
facility participant, as to the action to be taken by you relating to the
Exchange Offer with respect to the Old Notes held by you for the account of the
undersigned.
The aggregate face amount of the Old Notes held by you for the account of the
undersigned is (FILL IN AMOUNT):
$______________ of the 113/4% Senior Subordinated Notes due 2010
With respect to the Exchange Offer, the undersigned hereby instructs you
(CHECK APPROPRIATE BOX):
[_]To TENDER the following Old Notes held by you for the account of the
undersigned (INSERT PRINCIPAL AMOUNT OF OLD NOTES TO BE TENDERED, IF ANY):
$______________ 113/4% Senior Subordinated Notes due 2010

[_]NOT to TENDER any Old Notes held by you for the account of the undersigned.
If the undersigned instructs you to tender the Old Notes held by you for the
account of the undersigned, it is understood that you are authorized to make,
on behalf of the undersigned (and the undersigned by its signature below,
hereby makes to you), the representations and warranties contained in the
Letter of Transmittal that are to be made with respect to the undersigned as a
beneficial owner, including, but not limited to, the representations, that (i)
the New Notes acquired in exchange for the Old Notes pursuant to the Exchange
Offer are being acquired in the ordinary course of business of the person
receiving such New Notes, (ii) the undersigned is not engaging in and does not
intend to engage in a distribution of the New Notes, (iii) the undersigned does
not have any arrangement or understanding with any person to participate in the
distribution of New Notes, and (iv) neither the undersigned nor any such other
person is an "affiliate" (within the meaning of Rule 405 under the Securities
Act of 1933) of the Company. If the undersigned is a broker-dealer that will
receive New Notes for its own account in exchange for Old Notes, it
acknowledges that it will deliver a prospectus in connection with any resale of
such New Notes.
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SIGN HERE
Name of beneficial owner(s):
___________________________________________________________________
Signature(s)
<TABLE>
<C>
<S>
Name(s):
---------------------------------------------------------------------------------------------------------------------------------------------------------------(Please Print)
</TABLE>
Address: _______________________________________________________________________
Telephone number:
___________________________________________________________________________
Taxpayer Identification or Social Security Number:
_________________________________________________
Date: __________________________________________________________________________
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