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This Agreement and Plan of Merger (this “Agreement”) is made and entered into as of June 6, 2001, by anc
among Network Six, Inc., a Rhode Island corporation (the “Company”), TRW Inc., an Ohio corporation (“Parent
and NSI Systems Inc., a Rhode Island corporation and wholly owned subsidiary of Parent (“Merger Sub”).

WITNESSETH:

WHEREAS, the respective Boards of Directors of the Company, Merger Sub and Parent have approved the
acquisition by Parent of the Company in accordance with the provisions of this Agreement;

WHEREAS, in furtherance of such acquisition, the respective Boards of Directors of the Company, Merger
and Parent have each approved the merger (the “Merger”) of Merger Sub with and into the Company in accord
with the laws of the State of Rhode Island and the provisions of this Agreement, whereby each outstanding she
(the “Shares”) of common stock, $.10 par value, of the Company (“Company Stock”) will be converted into the
right to receive $3.60 per share (the “Per Share Amount”), net to the shareholder in cash, without interest, subj
any dissenters rights;

WHEREAS, Parent and Merger Sub are unwilling to enter into this Agreement (and effect the transactions
contemplated hereby) unless, immediately after the execution and delivery hereof, each of the holders of Share
listed on Annex | hereto enter into an agreement (the “Common Shareholders Agreements”) providing for certa
matters with respect to their Shares, and certain other actions relating to the transactions contemplated by this
Agreement;

WHEREAS, Parent and Merger Sub are unwilling to enter into this Agreement (and effect the transactions
contemplated hereby) unless, immediately after the execution and delivery hereof, the holder (the “Preferred
Stockholder”) of the outstanding Series A Convertible Preferred Stock of the Company (the “Preferred Shares”
enters into a purchase and sale and voting agreement (the “Preferred Purchase Agreement”) providing for the .
the Merger Sub of the Preferred Shares, and certain other actions relating to the transactions contemplated by
Agreement;

WHEREAS, the Board of Directors of the Company has approved this Agreement, has resolved to recomm
approval of the Merger to the holders of Shares and has determined that the consideration to be paid for each .
in the Merger is fair to the holders of such Shares and to recommend that the holders of such Shares approve
Merger and adopt this Agreement and the transactions contemplated hereby; and

WHEREAS, the Board of Directors of the Company has taken such action as is necessary so that the restri
set forth in the Rhode Island Business Combination Act of 1990 do not apply and will not apply to Parent, Merg
Sub or affiliates or associates of Parent as a result of the transactions contemplated by this Agreement;

WHEREAS, the Company, Merger Sub and Parent desire to make certain representations, warranties and
agreements in connection with, and establish various conditions precedent to, the transactions contemplated h

NOW, THEREFORE, in consideration of the premises and the representations, warranties, covenants and
agreements hereinafter set forth, the parties hereto agree as follows:



ARTICLEI.
MERGER

1.1. The Merger. Upon the terms and subject to the conditions of this Agreement, the Merger shall be
consummated in accordance with the Business Corporation Act of Rhode Island (the “Rhode Island Act”). At th
Effective Time (as defined in Section 1.2 hereof), upon the terms and subject to the conditions of this Agreeme
Merger Sub shall be merged with and into the Company in accordance with the Rhode Island Act and the sepa
existence of Merger Sub shall thereupon cease, and the Company, as the surviving corporation in the Merger (
“Surviving Corporation”), shall continue its corporate existence under the laws of the State of Rhode Island as «
subsidiary of Parent. At Parent’s election, any direct or indirect subsidiary of Parent other than Merger Sub may
merged with and into the Company instead of Merger Sub. In the event of such an election, the parties agree t
execute an appropriate amendment to this Agreement to reflect such election. The parties shall prepare and e»
articles of merger in order to comply in all respects with the requirements of the Rhode Island Act and with the
provisions of this Agreement or, if applicable, a certificate of ownership and merger (each, a “Certificate of
Merger”).

1.2.Effective Time. The Merger shall become effective at the time of the filing of the Certificate of Merger witl
the Secretary of State of Rhode Island in accordance with the applicable provisions of the Rhode Island Act or
such later time as may be specified in the Certificate of Merger. As soon as practicable after all of the condition
forth in Article VI of this Agreement have been satisfied or waived by the party or parties entitled to the benefit
the same, the parties hereto shall cause the Merger to become effective. Parent and the Company shall mutua
determine the time of such filing and the place where the closing of the Merger (the “Closing”) shall occur. The
time when the Merger shall become effective is herein referred to as the “Effective Time” and the date on whicl
Effective Time occurs is herein referred to as the “Closing Date.”

1.3.Conversion of Shares. At the Effective Time, by virtue of the Merger and without any action on the part of
Merger Sub, the Company or the holder of any of the following securities:

(a) Each Share issued and outstanding immediately before the Effective Time (other than any Shares to be
cancelled pursuant to Section 1.3(b) hereof and any Dissenting Shares (as hereinafter defined)) shall be cance
and extinguished and be converted into the right to receive the Per Share Amount (the “Merger Consideration”
cash payable to the holder thereof, without interest, promptly upon surrender of the certificate representing suc
Share or appropriate proof of lost certificates, in accordance with Section 1.5 hereof. From and after the Effecti
Time, the holders of certificates evidencing ownership of any such Shares outstanding immediately prior to the
Effective Time shall cease to have any rights with respect to such Shares except as otherwise provided for her:

by applicable Law.

(b) Each Share held in the treasury of the Company and each Share owned by Parent or any direct or indir
wholly owned Subsidiary of Parent (other than Shares held by TRW Investment Management Co., its advisors
employee benefit plans of Parent or any of its Subsidiaries) immediately before the Effective Time, including
without limitation Merger Sub, shall be cancelled and extinguished and no payment or other consideration shall
made with respect thereto. Each share of



the Series A Convertible Preferred Stock owned by Parent or any direct or indirect wholly owned subsidiary of
Parent immediately before the Effective Time, including without limitation Merger Sub, shall be cancelled and
extinguished and no payment or other consideration shall be made with respect thereto.

(c) The shares of Merger Sub common stock outstanding immediately prior to the Merger shall be converted
into 8,000 validly issued, fully paid and non-assessable shares of common stock of the Surviving Corporation, or
such other number of such Shares as Parent may determine with notice to the Company prior to the Effective Time
(the “Surviving Corporation Common Stock”), which 8,000 shares (or such other number of shares) of the
Surviving Corporation Common Stock shall constitute all of the issued and outstanding capital stock of the
Surviving Corporation and shall be owned by Parent.

1.4.Dissenting Shares. (a) Notwithstanding any provision of this Agreement to the contrary, any Shares issue
and outstanding immediately prior to the Effective Time and held by a holder who has demanded and perfectec
demand for appraisal of his Shares in accordance with the Rhode Island Act (including but not limited to 87-1.1
thereof) and as of the Effective Time has neither effectively withdrawn nor lost his right to such appraisal
(“Dissenting Shares”) shall not be converted into or represent a right to receive the Merger Consideration, but t
holder thereof shall be entitled to only such rights as are granted by the Rhode Island Act.

(b) Notwithstanding the provisions of Section 1.4(a) hereof, if any holder of Shares who demands appraisal
his Shares under the Rhode Island Act shall effectively withdraw or lose (through failure to perfect or otherwise
right to appraisal, then as of the Effective Time or the occurrence of such event, whichever occurs later, such
holder’'s Shares shall automatically be converted into and represent only the right to receive the Merger
Consideration, without interest thereon, upon surrender of the certificate or certificates representing such Share
appropriate proof of lost certificate.

(c) The Company shall give Parent (i) prompt notice of any written demands for appraisal or payment of the
value of any Shares, withdrawals of such demands, and any other instruments served pursuant to the Rhode I
Act received by the Company and (ii) the opportunity to direct all negotiations and proceedings with respect to
demands for appraisal under the Rhode Island Act. The Company shall not voluntarily make any payment with
respect to any demands for appraisal and shall not, except with the prior written consent of Parent, settle or off
settle any such demands.

1.5.Surrender of Shares. (a) Prior to the Closing Date, Parent shall appoint Equiserve Limited Partnership or
another agent reasonably acceptable to the Company to act as exchange agent (the “Exchange Agent”) for the
Merger. As of the Effective Time, Parent shall deposit with the Exchange Agent for the benefit of holders of
Shares, the aggregate consideration to which such holders shall be entitled at the Effective Time pursuant to
Section 1.3 hereof. Such funds shall be invested by the Exchange Agent as directed by Parent or, after the Effe
Time, the Surviving Corporation, provided that such investments shall be in obligations of or guaranteed by the
United States of America, in commercial paper obligations rated A-1 or P-1 or better by Moody’s Investors Sen
Inc. or Standard & Poor’s Corporation, respectively, or in certificates of deposit, bank repurchase agreements ¢
banker’s acceptances of commercial banks with capital exceeding $500 million. Any net profit resulting from, ol
interest or income produced by, such investments will be payable to the Merger Sub, the Surviving Corporation
Parent, as Parent directs.



(b) On the Closing Date, Parent shall instruct the Exchange Agent to mail to each holder of record of a
certificate representing any Shares cancelled upon the Merger pursuant to Section 1.3(a) hereof, promptly after
receiving from the Company alist of such holders of record, (i) aletter of transmittal (which shall specify that
delivery shall be effected, and risk of loss and title to the certificates shall pass, only upon delivery of the
certificates to the Exchange Agent and shall be in such form and have such other provisions as Parent may
reasonably specify) and (ii) instructions for use in effecting the surrender of the certificates. Each holder of a
certificate or certificates representing any Shares cancelled upon the Merger pursuant to Section 1.3(a) hereof may
thereafter surrender such certificate or certificates to the Exchange Agent, as agent for such holder, to affect the
surrender of such certificate or certificates on such holder’s behalf for a period ending one hundred eighty
(180) days after the Effective Time. Upon the surrender of certificates representing the Shares, Parent shall ca
the Exchange Agent to promptly pay the holder of such certificates in exchange therefor cash in an amount eq
the Per Share Amount multiplied by the number of Shares represented by such certificate subject to Sections 1
and 1.5(e) hereof. Until so surrendered, each such certificate (other than certificates representing Dissenting S
or Shares held by Parent or any direct or indirect wholly owned Subsidiary of Parent other than Shares held by
TRW Investment Management Co., its advisors or employee benefit plans of Parent or any of its Subsidiaries c
the treasury of the Company) shall represent solely the right to receive the aggregate Merger Consideration rel
thereto.

(c) If payment of cash in respect of cancelled Shares is to be made to a person other than the person in wh
name a surrendered certificate or instrument is registered, it shall be a condition to such payment that the certii
or instrument so surrendered shall be properly endorsed or shall be otherwise in proper form for transfer and tt
the person requesting such payment shall have paid any transfer and other Taxes (as hereinafter defined) reqt
reason of such payment in a name other than that of the registered holder of the certificate or instrument surrel
or shall have established to the satisfaction of Parent or the Exchange Agent that such Tax either has been pai
not payable.

(d) At the Effective Time, the stock transfer books of the Company shall be closed and no transfer of Share
shall be made thereafter, other than transfers of Shares that have occurred prior to the Effective Time. In the e
that, after the Effective Time, certificates for Shares are presented to the Surviving Corporation, its transfer age
the Exchange Agent, they shall be cancelled and exchanged for cash as provided in Section 1.3(a) hereof. No
interest shall accrue or be paid on any cash payable upon the surrender of a certificate or certificates that
immediately before the Effective Time represented outstanding Shares. From and after the Effective Time, the
holders of certificates evidencing ownership of Shares outstanding immediately prior to the Effective Time shall
cease to have any rights with respect to such Shares except as otherwise provided for herein or by applicable |

(e) The Merger Consideration paid in the Merger shall be net to the holder of Shares in cash, subject to
reduction only for any applicable federal back-up withholding or, as set forth in Section 1.5(c) hereof, stock tran
Taxes payable by such holder.

(f) Promptly following the date which is 180 calendar days after the Effective Time, the Exchange Agent sh
deliver to Parent all cash (including interest received with respect thereto), certificates and other documents in
possession relating to the transactions contemplated hereby, and the Exchange Agent’s duties shall terminate.
Thereafter, each holder of a certificate representing Shares (other than certificates representing Dissenting Sh:
and certificates representing Shares to be cancelled pursuant to Section 1.3(b) hereof) shall be entitled to look
Parent only as a general creditor



with respect to the aggregate Merger Consideration relating thereto payable upon surrender of such certificate,
without any interest or dividends thereon (subject to applicable abandoned property, escheat and similar Laws).

(9) None of the Company, Merger Sub, Parent or the Exchange Agent shall be liable to any holder of Shares for
cash delivered to a public official pursuant to any abandoned property, escheat or similar law, rule, regulation,
statute, order, judgment or decree.

1.6. Options. (a) The Company hereby represents and warrants, and based thereon Parent and Merger Sub
hereby acknowledge, that (i) Section 2.14 of the Company Disclosure Letter (as hereinafter defined) lists all of the
stock option plans under which outstanding options to purchase Shares have been granted, (ii) that Section 2.14 of
the Company Disclosure Letter lists all of the outstanding options to purchase Shares (the “Company Options”)
granted under the Company’s stock option plans, the vesting schedule for such options, and the exercise price
such options. Each Company Option, whether or not then exercisable or vested, shall, as a result of the Merge
fully exercisable and vested immediately prior to the Effective Time and (iii) all Company Options which are
outstanding immediately prior to the Effective Time shall be cancelled as of the Effective Time and the holders
thereof shall be entitled to receive from the Surviving Company (or, at Parent’s option, Parent) at the Effective
Time, in respect of each Share subject to such Company Option, an amount in cash equal to the excess, if any
the Merger Consideration over the exercise price per share thereof (such payment to be net of applicable
withholding taxes)provided that the holder of any such Company Option shall, as a condition to any payment an
prior to the Effective Time, deliver an executed Amendment to Stock Option Awards agreement included as pa
Section 2.14 of the Company Disclosure Letter. At the Effective Time, Parent shall provide the Surviving
Corporation with the funds necessary to satisfy any of its obligations under this Section 1.6(a).

(b) The Company shall cause the Company Option Plans to terminate as of the Effective Time.

1.7.Articles of Incorporation and Bylaws. At the Effective Time, the Articles of Incorporation and the Bylaws
of the Surviving Corporation shall be the Articles of Incorporation and the Bylaws of Merger Sub in effect at the
Effective Time (subject to any subsequent amendments); provided, however, the name of the Surviving Corpor
shall be “Network Six, Inc.”

1.8.Directors and Officers. At the Effective Time, the directors of Merger Sub immediately prior to the
Effective Time shall be the directors of the Surviving Corporation, and the officers of the Merger Sub immediate
prior to the Effective Time shall be the officers of the Surviving Corporation, in each case until their successors
duly elected or appointed and qualified.

1.9.0ther Effects of Merger. The Merger shall have all further effects as specified in the applicable provisions
of the Rhode Island Act.



1.10. Proxy Satement. (a) The Company, acting through its Board of Directors, shall duly call, give notice of,
convene and hold a special meeting (the “Special Meeting”) of shareholders as soon as practicable for the pury
of considering and taking action upon this Agreement and the Merger.

(b) As promptly as practicable after the date hereof, but in no event later than ten (10) business days after t
date hereof, the Company shall prepare and file with the Securities and Exchange Commission (the “SEC”) unq
the Securities Exchange Act of 1934, as amended (the “Securities Exchange Act”), and shall use its best effort
have cleared by the SEC, and promptly thereafter shall mail to stockholders, a proxy statement in connection w
meeting of the Company’s stockholders to consider the Merger or an information statement, as appropriate (su
proxy statement or information statement, as amended or supplemented, the letter to the Company’s stockhold
the notice of meeting and form of proxy to be distributed to the Company’s stockholders and any annexes,
schedules and exhibits required to be filed with the SEC in connection therewith are collectively herein referred
as the “Proxy Statement”). The Proxy Statement shall contain the recommendation of the Board of Directors of
Company in favor of the Merger and the fairness opinion of Delta Financial Group, Inc. (the “Financial Advisor”
and such other disclosures as are required by Law (as defined in Section 2.6 hereof).

(c) The shareholder vote required for the adoption of this Agreement and the Merger shall be the vote requi
by the Rhode Island Act. The Company will use its best efforts to solicit from its shareholders proxies in favor o
adoption and approval of the Merger and to take all other reasonable action necessary or, in the judgment of P
helpful to secure the vote of shareholders required by the Rhode Island Act to effect the Merger and the convel
into cash of the outstanding Shares pursuant to Section 1.3 hereof.

(d) Parent will furnish the Company with such information concerning Parent and its subsidiaries as is nece
in order to cause the Proxy Statement, insofar as it relates to Parent and its subsidiaries, to comply with applic:
Law. Parent agrees promptly to advise the Company if, at any time prior to the Special Meeting, any informatio
provided by it specifically for inclusion in the Proxy Statement is or becomes incorrect or incomplete in any
material respect and to provide the Company with the information needed to correct such inaccuracy or omissit
Parent will furnish the Company with such supplemental information as may be necessary in order to cause the
Proxy Statement, insofar as it relates to Parent and its subsidiaries, to comply with applicable Law after the ma
thereof to the stockholders of the Company.

(e) The Company and Parent agree to cooperate in making any preliminary filings of the Proxy Statement v
the SEC, as promptly as practicable, pursuant to Rule 14a-6 under the Securities Exchange Act.

(f) The Company shall provide Parent for its review a copy of the Proxy Statement at least such amount of 1
prior to each filing thereof as is customary in transactions of the type contemplated hereby. Parent authorizes t
Company to utilize in the Proxy Statement the information concerning Parent and its subsidiaries provided to tf
Company in connection with, or contained in, the Proxy Statement.

1.11.Additional Actions. If, at any time after the Effective Time, the Surviving Corporation shall consider or be
advised that any deeds, bills of sale, assignments, assurances or any other actions or
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things are necessary or desirable to vest, perfect or confirm of record or otherwise in the Surviving Corporation its
right, title or interest in, to or under any of the rights, properties or assets of Merger Sub or the Company or
otherwise to carry out this Agreement, the officers and directors of the Surviving Corporation shall be authorized to
execute and deliver, in the name and on behalf of Merger Sub or the Company, all such deeds, bills of sale,
assignments and assurances and to take and do, in the name and on behalf of Merger Sub or the Company, all such
other actions and things as may be necessary or desirable to vest, perfect or confirm any and all right, title and

interest in, to and under such rights, properties or assets in the Surviving Corporation or otherwise to carry out this
Aqgreement.



ARTICLE I1.
REPRESENTATIONS AND WARRANTIESOF THE COMPANY

The Company represents and warrants to Parent and Merger Sub that, except as set forth in the correspondingly
numbered Sections of the letter, dated the date hereof, from the Company to Parent (the “Company Disclosure
Letter”):

2.1.0Organization and Good Sanding. The Company is a corporation or partnership duly organized, validly

existing and in good standing under the laws of the State of Rhode Island and has all requisite corporate powe
authority and any necessary governmental approval to own, lease and operate its properties and to carry on its
business as now being conducted. The Company is duly qualified or licensed and in good standing to do busin
each jurisdiction in which the character of the property owned, leased or operated by it or the nature of the busi
conducted by it makes such qualification or licensing necessary, except where the failure to be so duly qualifiec
licensed and in good standing would not, individually or in the aggregate, have or be reasonably likely in the fu
to have a material adverse effect on the business, assets, condition (financial or otherwise), liabilities, results o
operations or prospects of the Company taken as a whole (“Company Material Adverse Effect”) or prevent or d
the consummation of the Merger. The Company has heretofore made available to Parent accurate and comple
copies of the Articles of Incorporation and Bylaws, as currently in effect, of the Company.

2.2.Capitalization. As of the date hereof, the authorized capital stock of the Company consists of (a) 4,000,C
shares of Company Stock, and (b) 857,142.86 shares of Series A Convertible Preferred Stock, par value $3.50
share. As of the close of business on the day immediately preceding the date hereof, (a) 816,991 shares of Co
Stock were issued and outstanding, (b) 714,285.71 shares of Series A Convertible Preferred Stock were issuet
outstanding, (c) 8,693 shares of Company Stock were issued and held in the treasury of the Company, (d) Con
Options to purchase 222,875 shares of Company Stock had been granted and not exercised and (e) warrants 1
purchase 11,500 (Business Development Company of Rhode Island) and 10,000 (Citizens Trust Company) sh:
Company Stock had been granted and not exercised. No other capital stock of the Company is authorized or is
All issued and outstanding shares of the Company Stock are duly authorized, validly issued, fully paid and non:
assessable and free of preemptive or similar rights. Except as set forth in Section 2.2 of the Company Disclosu
Letter, as of the date hereof there were no, and as of the Effective Time there will be no, outstanding rights,
subscriptions, warrants, puts, calls, unsatisfied preemptive rights, options or other agreements of any kind relat
any of the outstanding, authorized but unissued, unauthorized or treasury shares of the capital stock or any oth
interest in the ownership or earnings of the Company or other security of the Company, and there is no authori:
or outstanding security of any kind convertible into or exchangeable for any such capital stock or other security
Except as set forth in Section 2.2 of the Company Disclosure Letter, there are no outstanding contractual oblig:
of the Company or any Company Subsidiaries to repurchase, redeem or otherwise acquire any shares of Com|
Stock or the capital stock of any Company Subsidiary or to provide funds to or make any investment (in the fori
a loan, capital contribution or otherwise) in any such subsidiary or any other entity.

2.3.Qubsidiaries. There are no Company Subsidiaries. For purposes of this Agreement, the term “Company
Subsidiary” shall mean any corporation, partnership or other legal entity of which the
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Company (either alone or through or together with any other subsidiary) owns a majority of the capital stock or
other equity interests, and the Company is entitled to vote for the election of the board of directors or other
governing body of such corporation, partnership or other legal entity.

2.4. Authorization; Binding Agreement. The Company has all requisite corporate power and authority to execute
and deliver this Agreement, to perform its obligations hereunder and to consummate the transactions contempl ated
hereby. The execution, delivery and performance of this Agreement and the consummation of the transactions
contemplated hereby, including, but not limited to, the Merger, have been duly and validly authorized by the
Company'’s Board of Directors and no other corporate proceedings on the part of the Company are necessary |
authorize the execution and delivery of this Agreement or to consummate the transactions contemplated hereb
(other than the adoption of this Agreement by the stockholders of the Company). This Agreement has been dul
validly executed and delivered by the Company and constitutes the legal, valid and binding agreement of the
Company, enforceable against the Company in accordance with its terms. The only vote of holders of any clas:
series of the Company’s capital stock required to adopt this Agreement and approve the Merger and the transa
contemplated hereby is the affirmative vote of a majority of (i) the outstanding Shares, voting together as a clas
with the Preferred Shares on an as converted basis, and (ii) the outstanding Preferred Shares, voting as a sep:
class. The Rhode Island Business Combination Act of 1990 is the only state takeover or control share statute c
similar statute or regulation that applies or purports to apply to the Merger, or any of the transactions contempl:
hereby or thereby. The Board of Directors of the Company has taken such action as is necessary so that the
restrictions set forth in the Rhode Island Business Combination Act of 1990 do not apply and will not apply to
Parent, Merger Sub or affiliates or associates of Parent as a result of the transactions contemplated by this
Agreement, the Common Shareholders Agreements and the Preferred Purchase Agreement.

2.5.Governmental Approvals. No consent, approval, waiver or authorization of, notice to or declaration or
filing with (“Consent”) any nation or government, any state or other political subdivision thereof, any entity,
authority or body exercising executive, legislative, judicial, regulatory or administrative functions of or pertaining
to government, including, without limitation, any governmental or regulatory authority, agency, department, bog
commission, administration or instrumentality, any court, tribunal or arbitrator and any self-regulatory organizat
domestic or foreign (“Governmental Authority”), on the part of the Company is required in connection with the
execution, delivery or performance by the Company of this Agreement, or the consummation by the Company
the transactions contemplated hereby other than (i) the filing of the Certificate of Merger with the Secretary of <
of Rhode Island in accordance with the Rhode Island Act, (ii) filings with the SEC, and (iii) such filings as may t
required in any jurisdiction where the Company is qualified or authorized to do business as a foreign corporatio
order to maintain such qualification or authorization.

2.6.No Violations. Except as disclosed on Section 2.6 of the Company Disclosure Letter, the execution,

delivery and performance of this Agreement, the consummation of the transactions contemplated hereby and
compliance by the Company with any of the provisions hereof or thereof will not (i) conflict with or result in any
breach of any provision of the Articles of Incorporation or Bylaws or other governing instruments of the Compat
(ii) require any Consent under or result in any breach or violation of or constitute (with or without due notice or
lapse of time or both) a default (or an event which with notice or lapse of time or both could become a default)
result in the loss of a benefit under, or give rise to any right of termination, amendment, acceleration or cancell:
of, or result in the creation of a lien or encumbrance on any of the properties or assets of the Company pursuat
any



note, bond, mortgage, indenture, contract, agreement, lease, license, permit, franchise or other instrument or
obligation to which the Company is a party or by which the Company or its respective properties are bound or
affected, except as would not reasonably be expected to result in a Company Material Adverse Effect, (iii) result in
the creation or imposition of any material lien or encumbrance of any kind upon any of the assets of the Company
or (iv) subject to obtaining the Consents from Governmental Authorities referred to in Section 2.5 hereof,
contravene any applicable provision of any statute, law, rule or regulation or any order, decision, injunction,
judgment, award or decree (“Law”) to which the Company or its assets or properties are subject.

2.7.Securities Filings. The Company has timely filed all forms, reports, statements and documents required t
be filed with the SEC since December 31, 2000, each of which has complied in all material respects with the
applicable requirements of the Securities Act of 1933, as amended (the “Securities Act”) or the Securities Exch
Act, each as in effect on the date so filed. The Company has made available to Parent true and complete copie
(i) its Annual Reports on Form 10-K, as amended, for the years ended December 31, 1998, 1999 and 2000, as
with the SEC, (ii) its proxy statements relating to all of the meetings of stockholders (whether annual or special’
the Company since January 1, 1998, as filed with the SEC, and (iii) all other reports, statements and registratio
statements and amendments thereto (including, without limitation, Quarterly Reports on Form 10-Q and Currer
Reports on Form 8-K, as amended) filed by the Company with the SEC since January 1, 1998, and prior to the
hereof (collectively, the “Company Filed Documents”). The reports and statements required to be filed or furnis
to stockholders pursuant to the Securities Exchange Act subsequent to the date hereof through the Effective Ti
collectively with the Company Filed Documents, are referred to collectively herein as the “Company Securities
Filings.” As of their respective dates, or as of the date of the last amendment thereof, if amended after filing, nc
of the Company Securities Filings contained or, as to the Company Securities Filings subsequent to the date h
will contain, any untrue statement of a material fact or omitted or, as to the Company Securities Filings subseqt
to the date hereof through the Effective Time, will omit, to state a material fact required to be stated therein or
necessary to make the statements therein, in light of the circumstances under which they were made, not misle
The Company has heretofore furnished or made available to Parent a complete and correct copy of any amenc
or modifications which have not yet been filed with the SEC to executed agreements, documents or other
instruments which previously had been filed by the Company with the SEC pursuant to the Securities Act or the
Securities Exchange Act.

2.8.Company Financial Statements. The audited consolidated financial statements and unaudited interim
financial statements of the Company included in the Company Securities Filings (the “Company Financial
Statements”) have been or will be, as the case may be, prepared in accordance with generally accepted accou
principles applied on a consistent basis and present fairly, in all material respects, the consolidated financial pc
of the Company as at the dates thereof and the consolidated results of their operations and cash flows for the |
then ended subject, in the case of the unaudited interim financial statements, to normal recurring year-end aud
adjustments (which individually or in the aggregate are not material in nature or amount), any other adjustment
described in the Company Filed Documents and the fact that certain information and notes have been condens
omitted in accordance with the Securities Exchange Act.

2.9.Absence of Certain Changes or Events. Since December 31, 2000, except as disclosed in Section 2.9 of th:
Company Disclosure Letter or in Company Filed Documents filed subsequent to such date and prior to date he
the Company has conducted its business only in the ordinary course and in
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amanner consistent with past practice and, since such date, there has not been: (i) any event that, individually or in

the aggregate, has had or is reasonably likely in the future to have a Company Material Adverse Effect, (ii) any
declaration, payment or setting aside for payment of any dividend or other distribution or any redemption or other
acquisition of any shares of capital stock or securities of the Company by the Company, (iii) any material damage or

loss to any material asset or property, whether or not covered by insurance, (iv) any change by the Company in
accounting principles or practices, (v) any revaluation by the Company of any of its material assets, including but

not limited to, writing down the value of inventory or writing off notes or accounts receivable other than in the

ordinary course of business, (vi) any entry by the Company into any commitment or transactions material to the
Company (other than commitments or transactions entered into in the ordinary course of business), or (vii) any

increase in or establishment of any bonus, insurance, severance, deferred compensation, pension, retirement, profit
sharing, stock option (including without limitation the granting of stock options, stock appreciation rights,

performance awards, or restricted stock awards), stock purchase or other employee benefit plan or agreement or
arrangement, or, any other increase in the compensation payable or to become payable to any present or former

directors or officers, or any employment, consulting or severance agreement or arrangement entered into with any

such present or former directors, officers or employees of the Company covered by Section 5.4 of the Company
Disclosure Letter (“Key Employees”). Since January 1, 2001, the Company has not taken, nor failed to take, an
action that would have constituted a breach of Section 4.1 hereof had the covenants therein applied since that
except as described in Section 2.9 of the Company Disclosure Schedule.

2.10.Compliance With Laws. The business and operations of the Company have been operated in complianc
all material respects with all Laws applicable thereto.

2.11.Permits. (i) The Company has all permits, certificates, licenses, approvals and other authorizations
required in connection with the operation of its business (collectively, “Company Permits”) except where the fai
to have such Permit would not be expected to have a Company Material Adverse Effect, (ii) the Company is nc
violation of any Company Permit and (iii) no proceedings are pending or, to the knowledge of the Company,
threatened to revoke or limit any Company Permit.

2.12 Litigation. There is no suit, action, investigation, claim or proceeding (“Litigation”) pending or, to the be
knowledge of the Company, threatened against the Company which, individually or in the aggregate, has had c
would be reasonably likely in the future to have a Company Material Adverse Effect, nor is there any judgment,
decree, writ, award, injunction, rule or order of any Governmental Authority outstanding against the Company
which, individually or in the aggregate, has had or would be reasonably likely in the future to have a Company
Material Adverse Effect or prevent or result in a delay of the consummation of the Merger.

2.13.Contracts. The Company is not a party nor is it subject to any note, bond, mortgage, indenture, contrac
lease, license, agreement or instrument (each, a “Contract”) that is required to be described in or filed as an ex
to any Company Securities Filing (“Securities Filings Contract”) that is not so described in or filed as required b
the Securities Act of 1933, as amended, and the rules and regulations thereunder (the “Securities Act”), or the
Securities Exchange Act in respect of the Company Filed Documents, as the case may be. All Securities Filing
Contracts and all other Contracts which have a value in excess of $50,000 (together with Securities Filings
Contracts, “Company Material Contracts”) are valid and binding and are in full force and effect and enforceable
against the Company or such

11



subsidiary and, to the best knowledge of the Company, against the other parties thereto in accordance with their
respective terms, except to the extent that enforceability thereof may be limited by applicable bankruptcy,

insolvency, reorganization or other similar laws affecting the enforcement of creditors’ rights generally and by
principles of equity regarding the availability of remedies.

2.14.Employee Benefit Plans. (a) Section 2.14 of the Company Disclosure Letter contains a complete and
accurate list of all Benefit Plans (as hereinafter defined) maintained or contributed to by the Company (“Compa
Benefit Plan”). A “Benefit Plan” shall include (i) an employee benefit plan as defined in Section 3(3) of the
Employee Retirement Income Security Act of 1974, as amended, together with all regulations thereunder
(“ERISA"), even if, because of some other provision of ERISA, such plan is not subject to any or all of ERISA’s
provisions, and (ii) whether or not described in the preceding clause, any pension, profit sharing, severance,
employment, vacation, disability, change-in-control, bonus, stock bonus, deferred or supplemental compensatic
retirement, thrift, stock purchase or stock option plan or any other compensation, welfare, fringe benefit or
retirement plan, perquisite arrangement, program, policy or arrangement including any funding mechanism nov
effect or required as a result of this Agreement or otherwise, whether formal or informal, oral or written, legally
binding or not, providing for benefits for or the welfare of any or all of the current or former employees,
independent contractors or agents of the Company or its beneficiaries or dependents; provided that Benefit Pla
shall not include any Multiemployer Plan, as defined in Section 3(37) of ERISA (a “Multiemployer Plan”). Each
the Company Benefit Plans has been maintained in compliance with its terms and all applicable Law, except w
the failure to do so would not be reasonably likely in the future to result in a Company Material Adverse Effect.
Company does not contribute to, or have any outstanding liability with respect to, any Multiemployer Plan.

(b) With respect to each Benefit Plan, the Company has delivered or made available to Purchaser a curren
accurate and complete copy (or, to the extent no such copy exists, an accurate description) thereof and, to the
applicable: (i) any related trust agreement or other funding instrument; (ii) the most recent IRS determination le
if applicable; (iii) any summary plan description and other written communications by the Company or any
Company Subsidiaries to their employees concerning the extent of the benefits provided under a Benefit Plan;
(iv) for the three most recent years (A) the Form 5500 and attached schedules, to the extent required to be filec
ERISA or the Internal Revenue Code of 1986, as amended (the “Code”), (B) audited financial statements, with
attached opinions of independent accountants, (C) actuarial valuation reports, and (D) the Form PBGC-1 for ar
Benefit Plan required to file such Form. The financial statements so delivered fairly present the financial conditi
and the results of operations of each of such plans as of such date, in accordance with generally accepted acc
principles.

(c) (i) Each Benefit Plan has been established and administered in accordance with its terms, and in materi
compliance with applicable provisions of ERISA, the Code, and other applicable laws, rules and regulations; ec
Benefit Plan which is intended to be qualified within the meaning of Code section 401(a) is so qualified in form
operation and has received a favorable determination letter as to its qualification, and nothing has occurred, wt
by action or failure to act, that would cause the loss of such qualification; (iii) to the best knowledge (which mee
for purposes of this agreement, actual knowledge, after due inquiry, of any officer of the Company) of the
Company, no event has occurred and no condition exists that would subject the Company, either directly or by
reason of its affiliation with an ERISA Affiliate, as hereinafter defined, to any tax, fine, lien or penalty imposed b
ERISA, the Code or other applicable laws, rules and regulations; (iv) for each Benefit Plan with respect
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to which a Form 5500 has been filed, no material change has occurred with respect to the matters covered by the

most recent Form since the date thereof; and (v) no “reportable event” (as such term is defined in ERISA sectic
4043), “prohibited transaction” (as such term is defined in ERISA section 406 and Code section 4975),
“accumulated funding deficiency” (as such term is defined in ERISA section 302 and Code section 412 (whethe
not waived)) or failure to make by its due date a required installment under Code section 412(m) has occurred
respect to any Benefit Plan or any other plan maintained for employees of any ERISA Affiliate of the Company.
“ERISA Affiliate,” as applied to any person, means (i) any corporation which is a member of a controlled group
corporations within the meaning of Code section 414(b) of which that person is a member, (ii) any trade or busi
(whether or not incorporated) which is a member of a group of trades or businesses under common control witt
the meaning of Code section 414(c) of which that person is a member, and (iii) any member of an affiliated ser
group within the meaning of Code section 414(m) and (o) of which that person, any corporation described in cl:
(i) above or any trade or business described in clause (ii) above is a member.

(d) Neither the Company nor any ERISA Affiliate participates in, or has participated in, any plan subject to
Title IV of ERISA,;

(e) The Company has not ever contributed to or had an obligation to contribute to any Multiemployer Plan. |
ERISA Affiliate has withdrawn from any such Multiemployer Plan in a complete or partial withdrawal under
Subtitle E of Title IV of ERISA with respect to which there is any outstanding liability as of the date hereof, or
received notice from any such Multiemployer Plan that it is in reorganization or insolvency pursuant to ERISA
sections 4241A or 4045 or that it intends to terminate or has terminated under ERISA section 4041 or 4042.

() With respect to any Benefit Plan, (i) no actions, suits or claims (other than routine claims for benefits in tl
ordinary course) are pending or, to the knowledge of the Company, threatened, and (ii) no facts or circumstanc
exist, to the knowledge of the Company, that could give rise to any such actions, suits or claims.

(g) No Benefit Plan exists that could result in the payment to any present or former employee of the Compa
of any money or other property or accelerate or provide any other rights or benefits to any present or former
employee of the Company as a result of the transaction contemplated by this Agreement, whether or not such
payment would constitute a parachute payment within the meaning of Code section 280G.

(h) Each of the Benefit Plans can be terminated by the Company within a period of 30 days, without payme
any additional compensation or amount or the additional vesting or acceleration of any benefits.

() All group health plans of the Company and any ERISA Affiliate have been operated in compliance with
Parts 6 and 7 of Title | of ERISA, to the extent such requirements are applicable. Except to the extent required
under ERISA section 601, the Company does not provide health or welfare benefits (through the purchase of
insurance or otherwise) for any retired or former employees.

2.15.Taxes and Returns. (a) The Company and any consolidated, combined, unitary or aggregate group for te
purposes of which the Company is or has been a member has timely filed, or caused to be timely filed all Tax
Returns (as hereinafter defined) required to be filed by it, and has paid,
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collected or withheld, or caused to be paid, collected or withheld, all Taxes required to be paid, collected or
withheld, other than such Taxes for which adequate reserves in the Company Financial Statements have been
established in accordance with generally accepted accounting principles, consistently applied, or which are being
contested in good faith. All such Tax Returns were true, correct and complete in al material respects. There are no
claims or assessments pending against the Company for any alleged deficiency in any Tax, and the Company has
not been notified in writing of any proposed Tax claims or assessments against the Company (other than in each
case, claims or assessments for which adequate reserves in the Company Financial Statements have been established
or which are being contested in good faith and are immaterial in amount). The Company does not have any waivers
or extensions of any applicable statute of limitations to assess any Taxes. There are no outstanding requests by the
Company for any extension of time within which to file any Tax Return or within which to pay any material
amounts of Taxes shown to be due on any return. To the best knowledge of the Company, there are no liens for
Taxes on the assets of the Company except for statutory liens for current Taxes not yet due and payable.

(b) For purposes of this Agreement, the term “Tax” shall mean any federal, state, local, foreign or provincial
income, gross receipts, property, sales, use, license, excise, franchise, employment, payroll, alternative or add
minimum, ad valorem, transfer or excise tax, or any other tax, custom, duty, governmental fee or other like
assessment or charge of any kind whatsoever, together with any interest or penalty imposed by any Governme
Authority. The term “Tax Return” shall mean a report, return or other information (including any attached
schedules or any amendments to such report, return or other information) required to be supplied to or filed wit
governmental entity with respect to any Tax, including an information return, claim for refund, amended return ¢
declaration or estimated Tax.

2.16.Intellectual Property. The Company owns, or is licensed or otherwise possesses legal enforceable right
use all patents, trademarks, trade names, service marks, copyrights and any applications therefor, technology,
how, trade secrets, computer software programs or applications, domain names and tangible or intangible
proprietary information or materials that are used in the business of the Company as currently conducted, exce
any such failures to own, be licensed or possess that, individually or in the aggregate, has not had and is not
reasonably likely in the future to have a Company Material Adverse Effect. All patents, trademarks, trade name
service marks and copyrights held by the Company which are material to its business are valid and subsisting.

2.17.Environmental Matters. (a) Except as specifically described in Section 2.17 of the Company Disclosure
Letter:

(i) (A) the Company is, and within the period of all applicable statutes of limitation has been, in compliar
in all material respects with all Environmental Laws applicable to any of its current or former operations; and
(B) the Company believes that it will, and will not incur material expense in excess of the amounts reflected in t
Company'’s statements and capital budgets to, maintain compliance in all material respects with all Environmer
Laws applicable to any of its current or former operations or properties or attain and maintain such compliance
respect to any of its planned operations over the next three years;

(i) (A) the Company holds all Environmental Permits (each of which is in full force and effect) required
any of its current operations and for any property owned, leased, or otherwise operated by it, and is, and within
period of all applicable statutes of limitation has been, in
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compliance in all material respects with the terms of all such Environmental Permits; and (B) the Company has no
knowledge that over the next three years. any of its Environmental Permits will not be, or will entail material
expense to be, timely renewed or complied with; any additional Environmental Permits required of it for current
operations or for any property owned, leased, or otherwise operated by it, or for any of its planned operations, will
not be timely granted or complied with; or any transfer or renewal of, or reapplication for, any Environmental
Permit required as aresult of the Merger will not be, timely effected;

(iii) no review by, or approval of, any Governmental Authority or other person is required under any
Environmental Law in connection with the execution or delivery of this Agreement;

(iv) the Company has not received any Environmental Claim against it, and the Company has no knowledge
of any such Environmental Claim being threatened or contemplated;

(v) to the best of the Company’s knowledge, Hazardous Materials that are reasonably likely to form the
basis of any Environmental Claim against the Company are not present on any property owned, leased, or ope
by it;

(vi) no material Environmental Claim is pending or, to the best knowledge of the Company, threatened,
to the best of the Company’s knowledge, there exists no Hazardous Materials that is reasonably likely to form t
basis of any Environmental Claim, in any case against any person or entity (including without limitation any
predecessor of the Company) whose liability the Company has or may have retained or assumed either contra
or by operation of law, or, to the best of the Company’s knowledge, against any real or personal property whict
Company formerly owned, leased, or operated, in whole or in part which would result in a Company Material
Adverse Effect; and

(vii) to the best of the Company’s knowledge, there are no facts which the Company reasonably believe
could form the basis of a material Environmental Claim against it arising out of the non-compliance or alleged r
compliance with any Environmental Law, or the presence or suspected presence of Hazardous Materials at an
location; the Company does not expect to incur any material costs to comply with Environmental Laws during tl
next three years; the Company does not expect to incur any material costs for ongoing, and reasonably anticip
investigation and remediation of Hazardous Materials (including, without limitation, any payments to resolve an
threatened or asserted Environmental Claim for investigation and remediation costs).

(b) For purposes of this Agreement, the terms below shall have the following meanings:

“Environmental Claim” means any claim, demand, action, suit, complaint, proceeding, directive, investigatic
lien, demand letter, or notice (written or oral) of alleged noncompliance, violation, or liability, by any person or
entity asserting liability or potential liability (including without limitation, liability or potential liability for
enforcement, investigatory costs, remediation costs, operation and maintenance costs, governmental response
natural resource damages, property damage, personal injury, fines or penalties), regardless of legal theory, ari:
out of, based on or resulting from (i) the presence, discharge, emission, release or threatened release of any
Hazardous Materials at any location, (ii) circumstances forming the basis of any violation or alleged violation of
any Environmental Laws or Environmental Permits, or (iii) otherwise relating to obligations or liabilities under at
Environmental Law.
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“Environmental Laws” means any and all laws, rules, orders, regulations, statutes, ordinances, guidelines,
codes, decrees, or other legally enforceable requirement (including, without limitation, common law) of any fore
government, the United States, or any state, local, municipal or other governmental authority, regulating, relatir
or imposing liability or standards of conduct concerning protection of human health (including, without limitation
employee health and safety) or the environment (including without limitation indoor air, ambient air, surface wa
groundwater, land surface, subsurface strata, or plant or animal species).

“Environmental Permits” means all permits, licenses, registrations, approvals, exemptions and other filings
or authorizations, by any Governmental Authority under any Environmental Law.

“Governmental Authority” means any nation or government, any state or other political subdivision thereof ¢
any entity (including, without limitation, a court) exercising executive, legislative, judicial, regulatory or
administrative functions of or pertaining to government.

“Hazardous Materials” means all hazardous or toxic substances, wastes, materials or chemicals, petroleun
(including crude oil or any fraction thereof), petroleum products, asbestos, asbestos-containing materials, pollu
contaminants, radioactivity, electromagnetic fields and all other materials, whether or not defined as such, that
regulated pursuant to any Environmental Laws or that could result in liability under any applicable Environment
Laws.

2.18.Proxy Satement. The Proxy Statement will comply in all material respects with the applicable
requirements of the Securities Exchange Act except that no representation or warranty is being made by the
Company with respect to any information supplied to the Company by Parent or Merger Sub specifically for
inclusion in the Proxy Statement. The Proxy Statement will not, at the time the Proxy Statement is filed with the
SEC or first sent to stockholders, at the time of the Company’s stockholders’ meeting or at the Effective Time,
contain any untrue statement of a material fact or omit to state any material fact required to be stated therein o
necessary in order to make the statements therein, in light of the circumstances under which they were made, |
misleading or necessary to correct any statement in any earlier communication with respect to the solicitation c
proxies for the meeting of the Company’s stockholders held for approval of the Merger which has become false
misleading. No representation is made by the Company with respect to written information supplied by Parent ¢
Merger Sub specifically for inclusion in the Proxy Statement.

2.19.Labor Matters. The Company is not a party to any collective bargaining agreement, memorandum of

understanding, settlement or other labor agreement with any union or labor organization and no union or labor
agreement with any union or labor organization has been recognized by the Company as an exclusive bargaini
representative for employees of the Company. There is no current union representation matter involving emplo
of the Company, nor, to the best of the Company’s knowledge, any significant activity or proceeding of any labc
organization (or representative thereof) or employee group to organize any such employees; there is no materi
labor dispute, strike, picketing or work stoppage, or any lockout, involving employees of the Company pending
to the best of the Company’s knowledge, threatened against or involving the Company or any Company Subsic
there is no (i) arbitration, unfair labor practice, investigation, employment discrimination or other labor or
employment related charge, complaint or claim against the Company pending or, to the best of the Company’s
knowledge, threatened before any court, arbitrator, mediator or
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governmental agency or tribunal, or (ii) adjudication by any court, arbitrator, mediator or governmental agency or
tribunal that, in the case of either clause (i) or (ii) above, has or would reasonably be expected to have a Company
Material Adverse Effect.

2.20. Finders and Investment Bankers. Neither the Company nor any of its officers or directors has employed
any broker, finder or financial advisor or otherwise incurred any liability for any brokerage fees, commissions or
financial advisors’ or finders’ fees in connection with the transactions contemplated hereby, other than pursuan
agreements with the Financial Advisor and Bentley Associates, L.P., copies of which have been provided to Pa

2.21.Fairness Opinion. The Company’s Board of Directors has received from the Financial Advisor a written
opinion addressed to it to the effect that, as of the date hereof, the consideration to be paid to the Company’s
common stockholders pursuant to the Merger is fair to such stockholders from a financial point of view.

2.22 Related Party Transactions. Except as set forth in the Company Filed Documents, no director, officer or
affiliate of the Company, including for these purposes, any controlling shareholder or director, officer or partner
any such affiliate (each a “Related Party”) (i) has outstanding any indebtedness or other similar obligation to the
Company or (ii) other than employment-related benefits contemplated by or disclosed in this Agreement, is a p
to any legally binding material contract, commitment or obligation to, from or with the Company .

2.23.Year 2000 Compliance. (a) Except as specifically described in Section 2.23 of the Company Disclosure

Letter, the Information Technology (as defined below) of the Company is Year 2000 Compliant (as defined belc
and will not cause an interruption in the ongoing operations of the business of the Company or give rise to liabi
including product liability, due to a problem arising from a failure of the Information Technology relating to Year
2000 Compliance (as defined below), except where such failures individually or in the aggregate, will not or are
reasonably likely to in the future have a Company Material Adverse Effect. Section 2.23 of the Company
Disclosure Letter sets forth correct and complete lists of all of the hardware, software, firmware, network syster
embedded systems, telecommunication systems, and other Information Technology of the Company which is r
Year 2000 Compliant.

(b) The Company has been, is and on the Closing Date will continue to be, in compliance in all respects wit
applicable laws requiring disclosure of the Year 2000 Compliance status of the Information Technology of the
business of the Company, the Year 2000 Compliance efforts of the Company and other Year 2000 related
disclosures.

(c) As used in this Agreement, “Year 2000 Compliant” and “Year 2000 Compliance” mean, with respect to
Information Technology, that the Information Technology accurately processes date/time data and date-related
(including, but not limited to, calculating, comparing, and sequencing) from, into, and between the twentieth an
twenty-first centuries, and during the twenty-first century, the years 1999 and 2000 and leap year calculations,
the extent that Information Technology is used in combination with other Information Technology, such
Information Technology properly exchanges date/time data with such other Information Technology, and the
Information Technology has been tested to verify these capabilities.
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(d) As used in this Agreement, “Information Technology” means all software, hardware, firmware,
telecommunications systems, network systems, embedded systems, and other systems or components that ar
or used by the Company.

(e) The Company (i) has made a full and complete assessment of the Year 2000 Issues (as defined below)
(i) does not reasonably anticipate that Year 2000 Issues will have a Company Material Adverse Effect on its
operations, business, financial condition or results of operations.

() As used in this Agreement, “Year 2000 Issues,” means anticipated costs, problems and uncertainties
associated with being Year 2000 Compliant, including the ability of certain computer applications to effectively
handle data including dates on and after January 1, 2000, as such ability affects the business, operations, and
financial condition of the Company and of the Company’s material customers, suppliers and vendors.

2.24.Directors’ and Officers’ Liability Insurance PolicieSection 2.24 of the Company disclosure Letter sets
forth a full and complete list of all directors’ and officers’ liability insurance policies maintained by or on behalf c
the Company on the date thereof.

2.25.Existing Contracts. The Company has not received any notices of default or termination with respect to
any contract listed on Annex Il hereto.

2.26.No Undisclosed Material Liabilities. There are no liabilities of the Company of any kind whatsoever,
whether accrued, contingent, absolute, determined or determinable, other than: (a) liabilities disclosed in the
Company’s Form 10-Q for the quarter ended March 31, 2001 included in the Company Filed Documents; and
(b) liabilities incurred in the ordinary course of business consistent with past practice since March 31, 2001, wh
individually or in the aggregate, would not have a Company Material Adverse Effect.
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ARTICLE I1I.
REPRESENTATIONS AND WARRANTIES OF PARENT

Parent represents and warrants to the Company that, except as set forth in the correspondingly numbered
Sections of the letter, dated the date hereof, from Parent to the Company (the “Parent Disclosure Letter”):

3.1.0rganization and Good Standing. Each of Parent and Merger Sub is a corporation duly organized, validly
existing and in good standing under the laws of the jurisdiction of its incorporation and has all requisite corpora
power and authority and any necessary governmental authority to own, lease and operate its properties and to
on its business as now being conducted.

3.2.Authorization; Binding Agreement. Parent and Merger Sub have all requisite corporate power and authori
to execute and deliver this Agreement, to perform its obligations hereunder and to consummate the transactior
contemplated hereby. The execution, delivery and performance of this Agreement and the consummation of th
transactions contemplated hereby, including, but not limited to, the Merger, have been duly and validly authoriz
by the respective Boards of Directors of Parent and Merger Sub, and by Parent as sole shareholder of Merger
and no other corporate proceedings on the part of Parent, Merger Sub or any other subsidiary of Parent are
necessary to authorize the execution and delivery of this Agreement or to consummate the transactions
contemplated hereby. This Agreement has been duly and validly executed and delivered by each of Parent anc
Merger Sub and constitutes the legal, valid and binding agreements of Parent and Merger Sub, enforceable ag
each of Parent and Merger Sub in accordance with its terms.

3.3.Governmental Approvals. No Consent from or with any Governmental Authority on the part of Parent or

Merger Sub is required in connection with the execution or delivery by Parent and Merger Sub of this Agreeme
the consummation by Parent and Merger Sub of the transactions contemplated hereby other than (i) the filing c
Certificate of Merger with the secretary of State of Rhode Island in accordance with the Rhode Island Act,

(i) filings with the SEC, (iii) those Consents that, if they were not obtained or made, would not prevent or delay
consummation of the Merger or otherwise prevent Parent or Merger Sub from performing their obligations unde
this Agreement and (iv) such filings as may be required in any jurisdiction where Parent is qualified or authorize
do business as a foreign corporation in order to maintain such qualification or authorization.

3.4.No Violations. The execution, delivery and performance of this Agreement, the consummation of the

transactions contemplated hereby and compliance by Parent and Merger Sub with any of the provisions hereof
not (i) conflict with or result in any breach of any provision of the charter documents or Bylaws or other governii
instruments of Parent or any of Parent’s Subsidiaries, (ii) require any Consent under or result in a violation or
breach of, or constitute (with or without due notice or lapse of time or both) a default (or give rise to any right of
termination, cancellation or acceleration) under any of the terms, conditions or provisions of any material contre
instrument, permit, license or franchise to which the Parent is a party or by which Parent or any of its assets or
property is subject, (iii) result in the creation or imposition of any material lien or encumbrance of any kind upor
any of the assets of Parent or any subsidiary of Parent or (iv) subject to obtaining the Consents from Governme
Authorities referred to in Section 3.3 hereof, contravene any Law to which Parent or any subsidiary of Parent ol
or any of their respective assets or properties are subject, except, in the
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case of clauses (ii), (iii) and (iv) above, for any deviations from the foregoing which would not, individualy or in
the aggregate, have or be reasonably likely in the future to have a material adverse effect on the business, assets,
condition (financial or otherwise), liabilities or results of operations of Parent and its subsidiaries taken as awhole.

3.5. Proxy Satement. None of the information supplied by Parent, its officers, directors, representatives, agents
or employees (the “Parent Information”), specifically for inclusion in the Proxy Statement will, on the date the
Proxy Statement is first mailed to stockholders, at the time of the Special Meeting or at the Effective Time, cont
any statement which, at such time and in light of the circumstances under which it will be made, will be false or
misleading with respect to any material fact, or will omit to state any material fact necessary in order to make tr
statements therein not false or misleading or necessary to correct any statement in any earlier communication
respect to the solicitation of proxies for such stockholders’ meeting which has become false or misleading.
Notwithstanding the foregoing, neither Parent nor Merger Sub makes any representation or warranty with respe
any information that has been supplied by the Company or its accountants, counsel or other authorized
representatives for use in any of the foregoing documents.

3.6.Finders and Investment Bankers. Neither Parent nor any of its officers or directors has employed any
broker, finder or financial advisor or otherwise incurred any liability for any brokerage fees, commissions or
financial advisors’ or finders’ fees in connection with the transactions contemplated hereby.

3.7.Financing Arrangements. At the Effective Time, Parent will have funds available to it (exclusive of any
funds in the Company’s accounts at the Effective Time) sufficient to purchase the Shares in accordance with tr
terms of this Agreement.

3.8.No Prior Activities. Except for obligations or liabilities incurred in connection with its incorporation or
organization or the negotiation and consummation of this Agreement, the Common Shareholders Agreements
the Preferred Purchase Agreement and the transactions contemplated hereby and thereby, Merger Sub has nc
incurred any obligations or liabilities, and has not engaged in any business or activities of any type or kind
whatsoever or entered into any agreements or arrangements with any person or entity.

3.9Litigation. Except as disclosed in any report, statement or other document filed by Parent with the SEC |
to the date hereof (“Parent Filed Documents”), there is (i) no Litigation pending or, to the best knowledge of Pa
and Merger Sub, threatened against Parent or Merger Sub which, individually or in the aggregate, has had or v
be reasonably likely in the future to have a prevent or result in a delay of the consummation of the Merger, and
(i) no judgment, decree, writ, award, injunction, rule or order of any Governmental Authority outstanding again:
Parent or Merger Sub which, individually or in the aggregate, has had or would be reasonably likely in the futur
prevent or result in a delay of the consummation of the Merger.
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ARTICLE IV.
ADDITIONAL COVENANTSOF THE COMPANY
The Company covenants and agrees as follows:

4.1. Conduct of Business of the Company. (a) Except as expressly contemplated by Section 4.1 of the Company
Disclosure Letter, during the period from the date of this Agreement to the Effective Time, (i) the Company shall
conduct its business in the ordinary course and consistent with past practice, and the Company shall use best efforts
to preserve intact its business organization, keep available the services of its officers and employees and preserve
intact the present commercial relationships of the Company with all persons with whom it does business and
(i) without limiting the generality or effect of the foregoing, the Company will not:

(A) amend or propose to amend its Articles of Incorporation or Bylaws (or comparable governing
instruments);

(B) authorize for issuance, issue, deliver, grant, sell, pledge, dispose of or propose to issue, deliver,
grant, sell, pledge or dispose of any shares of, or any options, warrants, commitments, subscriptions or
rights of any kind to acquire or sell any shares of, the capital stock or other securities of the Company
including, but not limited to, stock appreciation rights, phantom stock, any securities convertible into or
exchangeable for shares of stock of any class of the Company, except for the issuance of up to 222,875
Shares pursuant to the exercise of either incentive or non-qualified stock options, including management
stock options, outstanding on the close of business on the day immediately preceding the date of this
Agreement and listed in Section 2.2 of the Company Disclosure Schedule in accordance with their
present terms;

(C) split, combine or reclassify any shares of its capital stock or declare, pay or set aside any dividend
or other distribution (whether in cash, stock or property or any combination thereof) in respect of its
capital stock (except that the Company may, with prior notice to Parent, pay accrued and unpaid
dividends through, but not beyond, March 31, 2001 on the Preferred Stock), or directly or indirectly
redeem, purchase or otherwise acquire or offer to acquire, directly or indirectly, any shares of its capital
stock or other securities,

(D) (@) other than in the ordinary course of business consistent with past practice, (i) assume,
guarantee, endorse or otherwise become liable or responsible (whether directly, indirectly, contingently
or otherwise) for the obligations of any person or (ii) make any loans, advances or capital contributions
to, or investmentsin, any other person (other than customary travel, relocation or business advances to
employees); (b) acquire the stock or the assets of, or merge or consolidate with, any other person;

(c) voluntarily incur any material liability or obligation (absolute, accrued, contingent or otherwise) other
than in the ordinary course of business and in a manner consistent with past practice; or (d) sell, transfer,
mortgage, pledge or otherwise dispose of, or encumber, or agree to sell, transfer, mortgage, pledge or
otherwise dispose of or encumber, any assets or properties, real, personal or mixed material to the
Company other than sales of products in the ordinary course of business and in a manner consistent with
past practice; (€) incur any indebtedness for borrowed money or issue any debt securities or assume,
guarantee or endorse, or otherwise as an accommodation become responsible for, the
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obligations of any person, or make any loans, advances or capital contributionsto, or investmentsin, any
other person (other than in the ordinary course of business consistent with past practice); (f) enter into
any contract or agreement other than in the ordinary course of business consistent with past practice; or
(g) enter into acommitment to make any single capital expenditure which isin excess of $5,000 or enter
into commitments to make capital expenditures (during any two-month period) which are, in the
aggregate, in excess of $10,000;

(E) increase in any manner the compensation of any of its directors, officers or employees or enter
into, establish, amend or terminate any employment, consulting, retention, change in control, collective
bargaining, bonus or other incentive compensation, profit sharing, health or other welfare, stock option or
other equity, pension, retirement, vacation, severance, deferred compensation or other compensation or
benefit plan, policy, agreement, trust, fund or arrangement with, for or in respect of, any shareholder,
officer, director, other employee, agent, consultant or affiliate other than (i) as required pursuant to the
terms of agreements in effect on the date of this Agreement and set forth in or contemplated by
Section 4.1 of the Company Disclosure Schedule, (ii) increases in salaries of employees who are not
directors or officers of the Company or Key Employees made in the ordinary course of business
consistent with past practice or (iii) increases in salaries of Key Employees with Parent’s prior written
consent;

(F) except as may be required as a result of a change in Law or in generally accepted accounting
principles, change any of the accounting practices or principles used by it;

(G) make any material Tax election, settle or compromise any material federal, state, local or fore
Tax liability, or waive any statute of limitations for any Tax claim or assessment or change its fiscal ye

(H) settle or compromise any pending or threatened suit, action or claim which is material or whicl
relates to the transactions contemplated hereby;

() adopt a plan of complete or partial liquidation, dissolution, merger, consolidation, restructuring,
recapitalization or other reorganization of the Company (other than the Merger);

(J) pay, discharge or satisfy any claims, liabilities or obligations (absolute, accrued, asserted or
unasserted, contingent or otherwise), other than the payment, discharge or satisfaction (a) in the ordi
course of business and consistent with past practice of liabilities reflected or reserved against in the
financial statements of the Company or incurred in the ordinary course of business and consistent wit
past practice and (b) of liabilities required to be paid, discharged or satisfied pursuant to the terms of
contract in existence on the date hereof (including, without limitation, benefit plans relating to director
or entered into in accordance with this Section 4.1,

(K) permit any insurance policy naming the Company as a beneficiary or a loss payable payee to
cancelled or terminated without the prior consent of the Parent, except in the ordinary course of busin
and consistent with past practice; or

(L) take, or offer or propose to take, or agree to take in writing or otherwise, any of the actions
described in Section 4.1(a) or any action which would make any of the representations or warranties
the Company contained in this Agreement untrue and incorrect as of the date when
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made if such action had then been taken, or would result in any of the Conditions not being satisfied.

(M) pay the legal fees or other expenses of the Preferred Stockholder in connection with the
transactions contemplated by this Agreement or otherwise or reimburse the Preferred Stockholder for
such fees or expenses in an aggregate amount in excess of $50,000.

(b) The Company shall useits best efforts to comply in all material respects with all Laws applicableto it or any
of its properties, assets or business and maintain in full force and effect all the Company Permits necessary for, or
otherwise material to, such business.

4.2. Notification of Certain Matters. The Company shall give prompt notice to Parent if any of the following
occur after the date of this Agreement: (i) receipt of any notice or other communication in writing from any third
party alleging that the Consent of such third party is or may be required in connection with the transactions
contemplated by this Agreement; (ii) receipt of any notice or other communication from any Governmental
Authority (including, but not limited to, the National Association of Securities Dealers (the “NASD”) or any
securities exchange) in connection with the transactions contemplated by this Agreement; (iii) the occurrence c
event which would or would be reasonably likely in the future to (A) have a Company Material Adverse Effect o
prevent or delay the consummation of the Merger or (B) cause any Merger condition (as set forth in Article VI) 1
be unsatisfied at any time prior to the consummation of the Merger; (iv) any breach by the Company of any
provision hereof; or (v) the commencement or, to its knowledge, threat of any Litigation involving or affecting th
Company or any of its respective properties or assets, or, to its knowledge, any employee, agent, director or of
in his or her capacity as such, of the Company which, if pending on the date hereof, would have been required
have been disclosed in this Agreement or which relates to the consummation of the Merger.

4.3.Access and Information. Between the date of this Agreement and the Effective Time, the Company will

give, and shall cause its accountants and legal counsel to give, Parent and its respective authorized represent:
(including, without limitation, its financial advisors, accountants and legal counsel), at all reasonable times, acc
as reasonably requested to all personnel, offices and other facilities and to all contracts, agreements, commitm
books and records (including Tax Returns) of or pertaining to the Company, will permit the foregoing to make s
reasonable inspections as they may require and will cause its officers promptly to furnish Parent with (a) such
financial and operating data and other information with respect to the business and properties of the Company
Parent may from time to time reasonably request, and (b) a copy of each report, schedule and other document
or received by the Company pursuant to the requirements of applicable securities laws or the NASD.

4.4.Sockholder Approval. As soon as practicable following the date hereof, the Company will take all steps

necessary to duly call, give notice of, convene and hold a meeting of its stockholders for the purpose of voting |
the approval and adoption of this Agreement and the transactions contemplated hereby (the “Company Propos
Except as otherwise contemplated by this Agreement, (i) the Board of Directors of the Company will recommer
the stockholders of the Company that they approve the Company Proposals, (ii) the Company will include in th
Proxy Statement the unanimous recommendation of the Company’s Board of Directors that the stockholders of
Company vote in favor of the adoption of this Agreement and the transactions contemplated hereby and the wr
opinion of the Financial Advisor that the consideration to be received by the common stockholders of
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the Company pursuant to the Merger isfair from afinancial point of view and (iii) the Company will use its best
efforts to obtain any necessary approval by the Company’s stockholders of the Company Proposals.

4.5.Best Efforts. Subject to the terms and conditions herein provided, the Company agrees to use its best ef
to take, or cause to be taken, all actions and to do, or cause to be done, all things necessary, proper or advisal
consummate and make effective as promptly as practicable the transactions contemplated by this Agreement,
including, but not limited to, (i) obtaining all Consents from Governmental Authorities and other third parties
required for the consummation of the Merger and the transactions contemplated thereby and (ii) having vacate
dismissed or withdrawn any order, stay, decree, judgment or injunction of any Governmental Authority which
temporarily, preliminarily or permanently prohibits or prevents the transactions contemplated by this Agreemen
Upon the terms and subject to the conditions hereof, the Company agrees to use its best efforts to take, or cau
be taken, all actions and to do, or cause to be done, all things necessary to satisfy the other conditions of the ¢
set forth herein.

4.6.Public Announcements. So long as this Agreement is in effect, the Company shall not, and shall cause its
officers, directors and authorized representatives not to, issue or cause the publication of any press release or
other announcement with respect to the Merger or the transactions contemplated hereby without the consent o
Parent, except for such of the foregoing as the Company determines that such release or announcement is req
by applicable Law or pursuant to any applicable listing agreement with, or rules or regulations of, the NASD, in
which case the Company, prior to making such announcement, will, if practicable in the circumstances, consult
Parent regarding the same.

4.7.Compliance. In consummating the transactions contemplated hereby, the Company shall comply, in all
material respects, with all applicable Laws.

4.8No Solicitation. (a) The Company shall, and shall cause its officers, directors, employees, representative
and agents to, immediately cease any discussions or negotiations with any parties that may be ongoing with re
to a Takeover Proposal (as hereinafter defined). The Company shall not, nor shall it authorize or permit any of
officers, directors or employees or any investment banker, financial advisor, attorney, accountant or other
representative retained by it to, directly or indirectly, (i) solicit, initiate or encourage (including by way of
furnishing information), or take any other action designed or reasonably likely to facilitate, any inquiries or the
making of any proposal which constitutes, or may reasonably be expected to lead to, any Takeover Proposal o
(ii) participate in any discussions or negotiations regarding any Takeover Prqposied, however, that if, at
any time prior to the Effective Time and following the receipt of a Superior Proposal, the Board of Directors of tl
Company determines in good faith, based upon the advice of outside counsel, that such action is necessary fol
Board of Directors to comply with its fiduciary duties to the Company’s stockholders under applicable Law, the
Company may, in response to a Superior Proposal that was made in circumstances not otherwise involving a b
of this Agreement, and subject to compliance with Section 4.8(c), (x) furnish information with respect to the
Company to a bona fide third party which has made a Superior Proposal pursuant to a confidentiality agreemel
having terms substantially the same as the Confidentiality Agreement (as hereinafter defined), provided that the
Company advises Parent of all such nonpublic information delivered to such person concurrently with its delive
the requesting party, and (y) participate in negotiations regarding such Superior Proposal. “Takeover Proposal’
means any inquiry, proposal or offer from any person relating to any direct or indirect acquisition or purchase o
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10% or more of the assets of the Company or 10% or more of any class of equity securities of the Company, any
tender offer or exchange offer that if consummated would result in any person beneficially owning 10% or more of
any class of equity securities of the Company, any merger, consolidation, share exchange, business combination,
recapitalization, liquidation, dissolution or similar transaction involving the Company, other than the transactions
contemplated by this Agreement.

(b) Except as set forth in this Section 4.8, neither the Board of Directors of the Company nor any committee
thereof shall (i) withdraw or modify, or propose publicly to withdraw or modify, in a manner adverse to Parent, the
approval or recommendation by such Board of Directors or such committee of the Merger or the Company
Proposals, (ii) approve or recommend, or propose publicly to approve or recommend, any Takeover Proposal or
(iii) cause the Company to enter into any letter of intent, agreement in principle, acquisition agreement or other
similar agreement (each, an “Acquisition Agreement”) related to any Takeover Proposal. Notwithstanding the
foregoing, in the event that prior to the Effective Time the Board of Directors of the Company determines in goc
faith, in response to a Superior Proposal that was made in circumstances not otherwise involving a breach of t
Agreement, after consultation with outside counsel, that such action is necessary for the Board of Directors to
comply with its fiduciary duties to the Company’s stockholders under applicable law, the Board of Directors of t
Company may (subject to this and the following sentences) (x) withdraw or modify its approval or recommenda
of the Merger or the Company Proposals or (y) approve or recommend a Superior Pprpaisia, however, that
any actions described in clauses (x) and (y) may be taken only at a time that is after the fifth business day follo
Parent’s receipt of written notice advising Parent that the Board of Directors of the Company has received a
Superior Proposal, specifying the material terms and conditions of such Superior Proposal, identifying the pers
making such Superior Proposal and providing notice of the determination of the Board of Directors of the Comy
of what action referred to herein the Board of Directors of the Company has determined pockled, further,
that the foregoing proviso shall not prevent the Board of Directors of the Company from taking any actions
described in clause (x) within five business days of the Special Meeting so long as the notice described in the
foregoing proviso is received by Parent prior to Noon, New York time, on the date of the Special Meeting. For
purposes of this Agreement, a “Superior Proposal” means a bona fide written Takeover Proposal which (i) a
majority of the disinterested members of the Board of Directors of the Company determines, in their good faith
judgment (based on the opinion of independent financial advisors) that the value of the consideration provided
in such proposal exceeds 110% of the Per Share Amount, and, considering all relevant factors, is as or more
favorable to the Company and its stockholders than the Merger and (ii) for which financing, to the extent requir
is then fully committed or which, in the good faith judgment of a majority of the disinterested members of the
Board of Directors (based on the advice of independent financial advisors), is reasonably capable of being final
by such third party.

(c) In addition to the obligations of the Company set forth in paragraphs (a) and (b) of this Section 4.8, the
Company shall immediately advise Parent orally and in writing of any request for information or of any Takeove
Proposal, the material terms and conditions of such request or the Takeover Proposal and the identity of the pe
making such request or Takeover Proposal and shall keep Parent promptly advised of all significant developme
which could reasonably be expected to culminate in the Board of Directors of the Company withdrawing,
modifying or amending its recommendation of the Merger and the transactions contemplated by this Agreemen
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(d) Nothing contained in this Section 4.8 shall prohibit the Company from taking and disclosing to its
stockholders a position contemplated by Rule 14e-2(a) promulgated under the Securities Exchange Act or from
making any disclosure to the Company’s stockhold®isided, however, neither the Company nor its Board of
Directors nor any committee thereof shall, except as in accordance with Section 4.8(b), withdraw or modify, or
propose publicly to withdraw or modify, its position with respect to the Merger or the Company Proposals or
approve or recommend, or propose publicly to approve or recommend, a Takeover Proposal.

4.9.5EC and Shareholder Filings. The Company shall send to Parent a copy of, or notify Parent of the filing
and availability on EDGAR of, all public reports and materials as and when it sends the same to its stockholder
SEC or any state or foreign securities commission.

” ”

4.10.Takeover Satutes. If any “fair price,” “moratorium,” “control share acquisition” or other similar
antitakeover statute or regulation enacted under state or federal laws in the United States (each a “Takeover
Statute”) is or may become applicable to the Merger, the Company and the members of its Board of Directors \
use best efforts to grant such approvals, and take such actions as are necessary so that the transactions conte
by this Agreement and the Company Proposals may be consummated as promptly as practicable on the terms
contemplated hereby and otherwise act to eliminate or minimize the effects of any Takeover Statute on any of
transactions contemplated hereby.

4.11.Related Party Agreements. Except as set forth in Section 4.11 of the Company Disclosure Letter and
except for employment-related agreements or obligations contemplated by or disclosed in this Agreement, the
Company shall take all actions necessary to terminate, effective as of the Effective Time, all contracts,
commitments or obligations to, from or with the Company, on the one hand, and any Related Party, on the othe
hand.

4.12 .Employee Stock Purchase Plan. Promptly following the execution hereof and in all cases prior to any
public announcement concerning this Agreement, the Company will terminate its 8423 employee stock purchas
plan and refund to participating employees any funds contributed thereto but not yet utilized for the purchase o
Company Stock.

4.13.Special Committee of the Directors. Promptly following the execution hereof the Board of Directors will
adopt a resolution to provide that no fees shall accrue to the Special Committee of the Board of Directors after
date hereof.

ARTICLE V.
ADDITIONAL COVENANTSOF PARENT
Par ent covenants and agrees as follows:

5.1.Best Efforts. Subject to the terms and conditions herein provided, Parent agrees to use its best efforts to
take, or cause to be taken, all actions and to do, or cause to be done, all things necessary, proper or advisable
consummate and make effective as promptly as practicable the transactions contemplated by this Agreement,
including, but not limited to, (i) obtaining all Consents from Governmental Authorities and other third parties
required for the consummation of the Merger and the
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transactions contemplated thereby and (ii) having vacated, dismissed or withdrawn any order, stay, decree,

judgment or injunction of any Governmental Authority which temporarily, preliminarily or permanently prohibits

or prevents the transactions contemplated by this Agreement. Upon the terms and subject to the conditions hereof,

Parent agreesto use its best effortsto take, or cause to be taken, all actions and to do, or cause to be done, all things
necessary to satisfy the other conditions of the closing set forth herein. Notwithstanding any other provision hereof,

in no event will Parent, Merger Sub or any of their Affiliates (collectively, the “Parent Group”) be required to tak
or fail to take any action in order to obtain or make a Consent arising out of any contractual or legal obligation c
applicable to the Company, and in no event will any member of the Parent Group be required to enter into or of
to enter into any divestiture, hold-separate, business limitation or similar agreement or undertaking in connectic
with this Agreement, or the transactions contemplated hereby.

5.2.Public Announcements. So long as this Agreement is in effect, Parent shall not, and shall cause its officer
directors and authorized representatives not to, issue or cause the publication of any press release or any othe
announcement with respect to the Merger or the transactions contemplated hereby without the consent of the
Company, except for such of the foregoing as to which Parent determines that such release or announcement
required by applicable Law or pursuant to any applicable listing agreement with, or rules or regulations of, any
stock exchange on which shares the Parent’s capital stock are listed or the NASD, in which case Parent, prior 1
making such announcement, will, if practicable in the circumstances, consult with the Company regarding the s

5.3.Compliance. In consummating the transactions contemplated hereby, Parent shall comply in all material
respects with all applicable Laws.

5.4.Employee Benefit Plans. As of the Effective Time, Parent shall cause the Surviving Corporation to take
such actions with respect to the Company Benefit Plans and the Key Employees as are set forth in Section 5.4
Parent Disclosure Letter.

5.5.Indemnification, Exculpation and Insurance. (a) All rights to indemnification and exculpation from
liabilities for acts or omissions occurring at or prior to the Effective Time existing in favor of the current or forme
directors, officers or employees of the Company (the “Indemnified Parties”) to the maximum extent as provided
the Company’s articles of incorporation or bylaws (as the same now exists or hereafter may be amended, but i
case of such amendment only to the extent such amendment permits broader rights), the Rhode Island Act (as
same now exists or hereafter may be amended, but in the case of such amendment only to the extent such
amendment permits broader rights), or in separate indemnity agreements between the Company and such
indemnified parties, will be assumed by the Surviving Corporation and Parent will cause the Surviving Corporat
to honor such obligations in accordance with the terms thereof, to the extent permitted by applicable law, witho
further action, as of the Effective Time, and such rights will continue in full force and effect in accordance with
their respective terms. In addition, from and after the Effective Time, directors and officers of the Company whc
become directors or officers of Parent will be entitled to the same indemnity rights and protections (including th
provided by directors’ and officers’ liability insurance) as are afforded to other directors and officers of Parent.
Notwithstanding any other provision hereof, the provisions of this Section 5.5 are (i) intended to be for the bene
of, and will be enforceable by, each Indemnified Party, his or her heirs and his or her representatives and (ii) ar
addition to, and not in substitution for, any other rights to indemnification or contribution that any such person n
have by contract or otherwise.
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(b) Parent will, and will cause the Surviving Corporation to, maintain in effect for a period of six years after the
Effective Time policies of directors’ and officers’ liability insurance equivalent in all material respects to those
maintained by or on behalf of the Company on the date hereof (and having coverage and containing terms and
conditions which in the aggregate are not less advantageous to the persons currently covered by such policies
insured) with respect to claims arising from any actual or alleged wrongful act or omission occurring prior to the
Effective Time for which a claim has not been made against any director or officer of the Company and/or any
director or officer of the Company Subsidiaries prior to the Effective Tpnayided, however, that if the aggregate
premiums for such insurance exceeds 200% of the per annum rate of premium currently paid by the Company
such insurance on the date of this Agreement, then Parent will cause the Surviving Corporation to, and the
Surviving Corporation will, provide the maximum coverage that will then be available at an aggregate premium
equal to 200% of such rate, provided, further, however, that, notwithstanding such 200% limitation, such directt
and officers’ coverage , or equivalent “tail” or “discovery period” coverage, will in any event be provided for a
minimum of three years following the Effective Time.

ARTICLE VI.
MERGER CONDITIONS

The respective obligations of each party to effect the Merger shall be subject to the fulfillment or waiver at c
prior to the Effective Time of the following conditiong,ovided that the obligation of each party to effect the
Merger shall not be relieved by the failure of any such conditions if such failure is the proximate result of any
breach by such party of any of its material obligations under this Agreement:

6.1.Sockholder Approval. The Company Proposals shall have been approved at or prior to the Effective Tim:
by the requisite vote of the stockholders of the Company in accordance with the Rhode Island Act and the
Company’s Articles of Incorporation, which the Company has represented shall be solely the affirmative vote o
majority of the outstanding Shares, voting together as a class with Preferred Shares on an as converted basis,
majority of the Preferred Shares, voting as a separate class.

6.2.No Injunction or Action. No order, statute, rule, regulation, executive order, stay, decree, judgment or
injunction shall have been enacted, entered, promulgated or enforced by any court or other Governmental Autt
which temporarily, preliminarily or permanently prohibits or prevents the consummation of the Merger which ha
not been vacated, dismissed or withdrawn prior to the Effective Time.

6.3.0ther Approvals. On or prior to the Closing Date, the Consents specified in Section 2.5 of the Company
Disclosure Letter, and Section 3.3 of the Parent Disclosure Letter, if any, shall have been obtained.

6.4.Conditions of Obligations of Parent and Merger Sub. The obligations of Parent and Merger Sub to effect
the Merger are subject to the satisfaction of the following conditions (which may be waived in whole or in part b
Parent): (a) the Company shall have performed all of the obligations required to be performed by it under this
Agreement on or before the Closing Date; (b) the representations and warranties of the Company shall be true
correct as of the date hereof and, except to the extent such
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representations and warranties speak as of an earlier date, as of the Effective Time, as though made at and as of the
Effective Time; (c) the Company shall have obtained all Consents required from Governmental Authorities and
other third parties required for the consummation of the Merger and the transactions contemplated hereby; (d) the
Company and the Parent shall have received written communications from the parties to the contracts listed on
Annex |1 stating that such party is aware of the proposed transfer of ownership of the Company to the Parent and
that such transfer will not cause such party to terminate the contract or refuse assignment of the contract, or
containing such other language that is acceptable to the Parent in its sole reasonable discretion; (e) that the
Company shall have received, prior to the Effective Time, from the holder of each Company Option and from the
holder of each Restricted Stock Unit, an executed Amendment form included as part of Section 2.14 of the
Company Disclosure Letter, (f) the Parent shall have received a certificate dated the Closing Date signed on behalf
of the Company by its Chief Executive Officer or the Chief Financial Officer confirming the matters set forthin
clauses (a), (b), (c), (d) and (e) of this Section 6.4; (g) the Financial Advisor shall not have withdrawn or modified
its written opinion referred to in Section 2.21; (h) that each of the Stockholders listed on Annex | have executed and
delivered to Parent a Common Shareholders Agreement and the Preferred Stockholder has executed and delivered
to Parent the Preferred Purchase Agreement; (i) Merger Sub shall have acquired all the Preferred Shares from the
Preferred Stockholder pursuant to the Preferred Purchase Agreement; (j) that the holders of the Warrants referred to
in Section 2.2 shall have agreed in writing that such Warrants shall be cancelled at the Effective Time; (k) that the
Company employees listed on Schedule 5.4 of the Parent Disclosure Schedule shall have executed and delivered to
Parent and the Company agreements (and, as applicable, releases) in the formsincluded as part of Schedule 5.4 of
the Parent Disclosure Letter (and the revocation period provided for in any such release shall have expired); and

() the Company shall have delivered to the Parent an opinion of Duffy & Sweeney, LTD, dated the Closing Date,
to the effect that the Company is duly incorporated, validly existing and in good standing under the State of Rhode
Island and that this Agreement has been duly authorized, executed and delivered by the Company and is enforceable
against the Company in accordance with its terms.

6.5 Conditions of Obligations of the Company. The obligations of the Company to effect the Merger are subject
to the satisfaction of the following conditions (which may be waived in whole or in part by the Company):
(a) Parent and Merger Sub shall have performed all of the obligations required to be performed by it under this
Agreement on or before the Closing Date; (b) the representations and warranties of Parent and Merger Sub shall be
true and correct as of the date hereof and, except to the extent such representations and warranties speak as of an
earlier date, as of the Effective Time, as though made at and as of the Effective Time; and the Company shall have
received a certificate from an authorized officer of Parent and Merger Sub concerning the matters set forth in
clauses (a) and (b) of this Section 6.5; and (c) Parent and Merger Sub shall have obtained all Consents required
from Governmental Authorities and other third parties, if any, required for the consummation of the Merger and the
transactions contemplated hereby.

ARTICLE VII.
TERMINATION AND ABANDONMENT
7.1. Termination. This Agreement may be terminated and the Merger may be abandoned at any time prior to the
Effective Time, whether before or after approval of the stockholders of the Company, upon the occurrence of any of

the following:

29



(a) by mutual written consent of Parent and the Company;

(b) by either Parent or the Company if any Governmental Authority shall have issued an order, decree or ruling
or taken any other action permanently enjoining, restraining or otherwise prohibiting the consummation of the
transactions contemplated by this Agreement or, for the benefit of Parent only, the Preferred Purchase Agreement or
any of the Common Shareholders Agreements, and such order, decree or ruling or other action shall have become
final and nonappeal able;

(c) by Parent if the Company shall have breached in any material respect any of its representations, warranties,
covenants or other agreements contained in this Agreement which breach or failure to perform is incapable of being
cured or has not been cured in all material respects by the date that is one business day prior to the date scheduled
for the Special Mesting;

(d) by Parent if (i) the Board of Directors of the Company or any committee thereof shall have withdrawn or
modified in a manner adverse to Parent its approval or recommendation of the Merger or any of the Company
Proposals, or failed to reconfirm its recommendation within two business days after awritten request to do so, or
approved or recommended any Takeover Proposal or the Company shall have failed to comply with its agreements
set forth in Section 1.10(b) hereof or (ii) the Board of Directors of the Company or any committee thereof shall
have resolved to take any of the foregoing actions;

(e) by the Parent if there shall be in effect an injunction or other order, decree, judgment or ruling by a
Governmental Authority of competent jurisdiction or a Law shall have been promulgated, enacted, taken or
threatened by a Governmental Authority of competent jurisdiction which in any such case (i) prohibits or restricts
the ownership or operation by Parent (or any of its Affiliates or Subsidiaries) of any portion of the Company’s
business or assets, or compels Parent (or any of its Affiliates or Subsidiaries) to dispose of or hold separate an
portion of the Company’s business or assets or (ii) imposes any material limitations on the ability of Parent or a
of its Affiliates or Subsidiaries effectively to control in any respect the business and operations of the Company

(f) by the Parent if any Governmental Authority shall have instituted any action, suit or proceeding seeking :
relief or remedy referred to in paragraph (e) or material damages as a result of any of this Agreement or any
transactions contemplated hereby;

(g) by the Company if Parent shall have breached in any material respect any of its representations, warrar
covenants or other agreements contained in this Agreement, which breach or failure to perform is incapable of
cured or has not been cured in all material respects by the date that is one business day prior to the date schec
for the Special Meeting;

(h) by the Company in order to enter into a definitive agreement providing for a Superior Proposal entered i
in accordance with Section 4.8, provided that prior thereto the Company has paid the Termination Fee and Par
Expenses in accordance with Section 7.2;

() by Parent, if the Company, any of its officers or directors or financial or legal advisors shall take any of tt
actions that would be proscribed by Section 4.8 hereof but for the exceptions therein
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allowing certain actions to be taken pursuant to the proviso in the second sentence of Section 4.8(a) hereof or
pursuant to the second sentence of Section 4.8(b) hereof;

(j) by either the Company or the Parent if at the Special Meeting (including any adjournment thereof) this
Agreement and the Merger shall fail to be adopted by the affirmative vote required under the Rhode Island Act and
the Company’s Articles of Incorporation;

(k) by the Parent if it shall have been publicly disclosed or Parent shall have otherwise learned that benefici
ownership (determined for the purposes of this paragraph as set forth in Rule 13d-3 promulgated under the
Securities Exchange Act) of more than 25% of the outstanding Shares has been acquired by any person (inclu
the Company, any of the Company Subsidiaries or affiliates thereof) or group (as defined in Section 13(d)(3) of
Securities Exchange Act), other than Parent or any of its affiliptesided, however, in the case of any acquisition
by any of the parties listed on Annex | hereto that has previously filed a Schedule 13D with respect to its owner
of Shares of the Company, such percentage shall be 35% with respect to such party (together with such party’
affiliates or any other person with which such party forms a “group” for purposes of the rules promulgated unde
Section 13 of the Securities Exchange Act);

() by the Parent if there shall have occurred any event that, individually or when considered together with a
other matter, has had or is reasonably likely in the future to have a Company Material Adverse Effect; or

(m) by the Company or the Parent if the Merger shall not have been consummated on or before the 180th
calendar day after the date hergmfvided that the terminating party’s failure to perform any of its obligations
under this Agreement does not result in the failure of the Merger to be so consummated by such time.

The party desiring to terminate this Agreement pursuant to the preceding paragraphs shall give written noti
such termination to the other party in accordance with Section 8.5 hereof.

7.2.Effect of Termination and Abandonment. (a) In the event of termination of this Agreement and the
abandonment of the Merger pursuant to this Article VII, this Agreement (other than Sections 7.2, 8.1, 8.3, 8.5, ¢
8.7,8.8,8.11, 8.12, 8.13, 8.14 and 8.15 hereof) shall become void and of no effect with no liability on the part c
any party hereto (or of any of its directors, officers, employees, agents, legal or financial advisors or other
representativesprovided, however, that no such termination shall relieve any party hereto from any liability for
any breach of this Agreement prior to termination. If this Agreement is terminated as provided herein, each par
shall hold in confidence in accordance with the terms and conditions of the Confidentiality Agreement all mater
obtained from, or based on or otherwise reflecting or generated in whole or in part from information obtained fre
any other party hereto in connection with the transactions contemplated by this Agreement, and shall not use a
such materials for the purpose of competing with the businesses of the other parties hereto, whether obtained |
or after the execution hereof.

(b) In the event that (A) a Takeover Proposal shall have been made known to the Company or has been m:
directly to its stockholders generally or any person shall have publicly announced an intention (whether or not
conditional) to make a Takeover Proposal and thereafter this Agreement is terminated by either the Company ¢
Parent pursuant to 7.1(j) hereof or by the Company pursuant to Section 7.1(m)
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hereof or (B) this Agreement is terminated (x) by the Company pursuant to Section 7.1(h) hereof, (y) by Parent

pursuant to Section 7.1(d), 7.1(i) or 7.1(k) hereof or (z) Parent pursuant to Section 7.1(c) hereof, then the Company

shall promptly, but in no event later than two business days after the date of such termination, pay Parent afee equal

to $300,000 (the “Termination Fee”), payable by wire transfer of same day fumosisjed, however, that no
Termination Fee shall be payable to Parent pursuant to a termination by the Company pursuant to Section 7.1(
Section 7.1(m) hereof unless and until within nine months of such termination, the Company or any of the
Company Subsidiaries enters into a definitive agreement providing for any Takeover Proposal with the person
persons or any of their respective affiliates which proposed a Takeover Proposal prior to the termination of this
Agreement. The Company acknowledges that the agreements contained in this Section 7.2(b) are an integral
the transactions contemplated by this Agreement and that, without these agreements, Parent would not enter i
this Agreement. In the event the Termination Fee becomes payable pursuant to this Section 7.2(b), the Compa
shall promptly pay upon Parent’s request all reasonable out-of-pocket charges and expenses incurred by Parel
connection with this Agreement, the Common Shareholders Agreements and the Preferred Purchase Agreeme
the transactions contemplated hereby and thereby not to exceed $50,000 (the “Parent Expenses”), which payn
shall be in addition to the Termination Fee. Notwithstanding the foregoing, the fee or expense reimbursement
contemplated hereby shall be paid pursuant to this Section 7.2(b) regardless of any alleged breach by Parent c
obligations hereundeprovided that no payment by the Company made pursuant to this Section 7.2(b) shall oper
or be construed as a waiver by the Company of any breach of this Agreement by Parent or Merger Sub or of ar
rights of the Company in respect thereof.

ARTICLE VIII.
MISCELLANEOUS

8.1.Confidentiality. Each of Parent, Merger Sub and the Company will hold, and will cause its respective
officers, employees, accountants, counsel, financial advisors and other representatives to hold, any nonpublic
information in accordance with the terms of the Confidentiality Agreement dated December 22, 2001, between
Parent and the Company (the “Confidentiality Agreement”). As of the Effective Time, all of Parent’s restrictions
and obligations under the Confidentiality Agreement shall terminate.

8.2.Amendment and Modification. This Agreement may be amended, modified or supplemented only by a
written agreement among the Company, Parent and Merger Sub.

8.3.Waiver of Compliance; Consents. Any failure of the Company on the one hand, or Parent and Merger Sub
on the other hand, to comply with any obligation, covenant, agreement or condition herein may be waived by P
on the one hand, or the Company on the other hand, only by a written instrument signed by the party granting ¢
waiver, but such waiver or failure to insist upon strict compliance with such obligation, covenant, agreement or
condition shall not operate as a waiver of, or estoppel with respect to, any subsequent or other failure. Whenev
this Agreement requires or permits consent by or on behalf of any party hereto, such consent shall be given in
writing in @ manner consistent with the requirements for a waiver of compliance as set forth in this Section 8.3.
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8.4. Survival. The respective representations, warranties, covenants and agreements of the Company and Parent
contained herein or in any certificates or other documents delivered prior to or at the Closing shall survive the
execution and delivery of this Agreement, notwithstanding any investigation made or information obtained by the
other party, but shall terminate at the Effective Time, except for those contained in Sections 1.4, 1.5, 1.6, 1.8, 5.4,
5.5 and 8.1 hereof, which shall survive beyond the Effective Time.

8.5. Notices. All notices and other communications hereunder shall be in writing and shall be deemed to have
been duly given when delivered in person, by facsimile, receipt confirmed, or on the next business day when sent by
overnight courier or on the second succeeding business day when sent by registered or certified mail (postage
prepaid, return receipt requested) to the respective parties at the following addresses (or at such other address for a
party as shall be specified by like notice):

() if to the Company, to:

Network Six, Inc.

475 Kilvert Street

Warwick, Rhode Island 02886
(401) 732-9000 phone

Attention: Chief Financial Officer
Telecopy: (401) 732-9009

with a copy to:

Duffy & Sweeney, LTD
300 Turks Head Building
Providence, Rhode Island 02903

Attention: Robert D. Emerson
Telecopy: (401) 455-0701

and
(i) if to Parent or Merger Sub, to:

TRW Inc.
1900 Richmond Road
Cleveland, Ohio 44124

Attention: Secretary
Telecopy: (216) 291-7255

with copiesto:

TRW Inc.
12011 Sunset Hills Road
Reston, Virginia 20190-3285
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Attention: Assistant General Counsel
Telecopy: (703) 345-7075

8.6. Binding Effect; Assignment. This Agreement and all of the provisions hereof shall be binding upon and
inure to the benefit of the parties hereto and their respective successors and permitted assigns. Neither this
Agreement nor any of the rights, interests or obligations hereunder shall be assigned or delegated by any of the
parties hereto prior to the Effective Time without the prior written consent of the other party hereto except that
Parent and Merger Sub may assign or delegate all or any of their respective rights and obligations hereunder to a
direct or indirect wholly-owned subsidiary or subsidiaries of Parent, provided, however, that no such assignment or
delegation shall relieve the assigning or delegating party of its duties hereunder.

8.7. Expenses. All costs and expenses incurred in connection with this Agreement and the transactions
contemplated hereby shall be paid by the party incurring such costs or expenses, subject to the rights of Parent
under Section 7.2(b) hereof.

8.8. Governing Law. This Agreement shall be deemed to be madein, and in all respects shall be interpreted,
construed and governed by the laws of the State of New Y ork, except to the extent that the terms and consummation
of the Merger is subject to the Rhode Island Act, in which case such law shall govern.

8.9. Counterparts. This Agreement may be executed in one or more counterparts, each of which shall be
deemed an original, but al of which together shall constitute one and the same instrument.

8.10. Interpretation. The article and section headings contained in this Agreement are solely for the purpose of
reference, are not part of the agreement of the parties and shall not in any way affect the meaning or interpretation
of this Agreement. As used in this Agreement, (i) the term “person” shall mean and include an individual, a
partnership, a joint venture, a corporation, a limited liability company, a trust, an association, an unincorporatec
organization, a Governmental Authority and any other entity, (ii) unless otherwise specified herein, the term
“Affiliate,” with respect to any person, shall mean and include any person controlling, controlled by or under
common control with such person and (iii) the term “Subsidiary” of any specified person shall mean any
corporation 50 percent or more of the outstanding voting power of which, or any partnership, joint venture, limit
liability company or other entity 50 percent or more of the total equity interest of which, is directly or indirectly
owned by such specified person.

8.11.Entire Agreement. This Agreement and the documents or instruments referred to herein including, but n
limited to, the Annex(es) attached hereto and Disclosure Letters referred to herein, which Annex(es) and Disclc
Letters are incorporated herein by reference, and the Confidentiality Agreement embody the entire agreement
understanding of the parties hereto in respect of the subject matter contained herein. There are no restrictions,
promises, representations, warranties, covenants, or undertakings, other than those expressly set forth or refer
herein or therein. This Agreement supersedes all prior agreements and the understandings between the partie:
respect to such subject matter.

8.12.Severability. In case any provision in this Agreement shall be held invalid, illegal or unenforceable in a
jurisdiction, such provision shall be modified or deleted, as to the jurisdiction
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involved, only to the extent necessary to render the same valid, legal and enforceable, and the validity, legality and
enforceability of the remaining provisions hereof shall not in any way be affected or impaired thereby nor shall the
validity, legality or enforceability of such provision be affected thereby in any other jurisdiction.

8.13. Specific Performance. The parties hereto agree that irreparable damage would occur in the event that any
of the provisions of this Agreement and were not performed in accordance with their specific terms or were
otherwise breached. Accordingly, the parties further agree that each party shall be entitled to an injunction or
restraining order to prevent breaches of this Agreement and to enforce specifically the terms and provisions hereof
in any court of the United States or any state having jurisdiction, this being in addition to any other right or remedy
to which such party may be entitled under this Agreement, at law or in equity.

8.14. Third Parties. Nothing contained in this Agreement or in any instrument or document executed by any
party in connection with the transactions contemplated hereby shall create any rightsin, or be deemed to have been
executed for the benefit of, any person that is not a party hereto or thereto or a successor or permitted assign of such
aparty; provided however, that the parties hereto specifically acknowledge that the provisions of Sections 1.6, 5.4
and 5.5 hereof are intended to be for the benefit of, and shall be enforceable by, the current or former employees,
officers and directors of the Company and/or the Company Subsidiaries affected thereby and their heirs and
representatives and the provisions of Section 1.5(b) are intended to be for the benefit of, and shall be enforceable
by, stockholders of the Company affected thereby and their heirs and representatives.

8.15. Disclosure Letters. The Company and Parent acknowledge that the Company Disclosure Letter and the
Parent Disclosure Letter (i) relate to certain matters concerning the disclosures required and transactions
contemplated by this Agreement, (ii) are qualified in their entirety by reference to specific provisions of this
Agreement, (iii) are not intended to constitute and shall not be construed as indicating that such matter is required to
be disclosed, nor shall such disclosure be construed as an admission that such information is material with respect to
the Company or Parent, as the case may be, except to the extent required by this Agreement, and (iv) disclosure of
the information contained in one Section of the Company Disclosure Letter or Parent Disclosure Letter shall be
deemed proper disclosure for the Section to which specific reference is made.
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8.16. Tax Consequences of the Merger. The parties hereto acknowledge that the Merger will NOT qualify asa
tax-free reorganization within the meaning of section 368 of the Internal Revenue Code of 1986, as amended.
Parent and Merger Sub make no representations or warranties to the Company or its stockholders regarding the tax
ramifications of the Merger.

IN WITNESS WHEREOF, Parent, Merger Sub and the Company have caused this Agreement to be signed and
delivered by their respective duly authorized officers as of the date first above written.

TRW INC.

By: /s William B. Lawrence

Title: Executive Vice President, General Counsel
and Secretary

NSI SYSTEMSINC.

By: /s/ RonadP. Vargo

Title: Vice President and Treasurer
NETWORK SIX, INC.

By: /s/ Kenneth C. Kirsch

Title: President and Chief Executive Officer
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ANNEX |

Stockholders Party to Common Shareholders Agreements
a.  Alliance Capital Investment Corp.,
Jericho Capital Corp. SEP f/b/o Kenneth Greene,
Kenneth Greene, and Stacy Greene

b. Kenneth C. Kirsch and Kenneth C. Kirsch Revocable Trust — 1993

c. DonnaJ. Guido
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