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ITEM 2: ACQUISITION OF ASSETS.

On November 1, 2001, CACI International Inc annaththat it has completed its purchase of prival@lg Digital Systems Internatior
Corporation ("DSIC"). The consideration paid to BSl shareholders at closing was $40,401,605, lesaic deductions described in
Stock Purchase Agreement, which is attached asbhiEX8.2 to this Current Report, and an additidd®500,000 will be paid at each of
twelve- and eighteemonth anniversaries of the Closing Date. The pwehaice was financed from CACI's line of credithwa group ¢
banks.

DSIC has approximately 550 employees at locatinndiiginia, Maryland, Alabama, California and So@hrolina. The company focuses
high-level information technology services in threas of enterprise resource planning systems,tdietver and welenabled applicatior
enterprise networking and information assurancecgss modeling and simulation methodology soluticssd acquisition/progra
management consulting services, primarily for tleeldfal Government. DSIC's revenue over the pasnd@ths was approximately $
million.

A copy of the Registrant's press release rega@ifgl's completion of the purchase of DSIC is ateths Exhibit 99.1 to this current rej
on Form 10-K.

ITEM 7: FINANCIAL STATEMENTS AND EXHIBITS

(c) EXHIBITS.

99.1 Press Release dated November 1, 2001, announcimpletmon of the acquisition of Digital Syste
International Corporatior

99.2  Stock Purchase Agreement by and among thesiRag, CACI, INCFEDERAL, Digital Systerr



International Corporation, Willie E. Woods, BrianBarry, and DSIC Employee Stock Ownership Plar
Trust, dated as of October 31, 20

SIGNATURE

Pursuant to the requirements of the Securities &xgh Act of 1934, the Registrant has duly causedéiport to be signed on its behalf by
undersigned hereunto duly authorized.

CACI International Inc

Registran

By: Isl Jeffrey P. Elefant

Jeffrey P. Elefante
Executive Vice President,
General Counsel and Secret

Exhibit 99.1

CACI Completes Acquisition of
Digital Systems International Corporation

Arlington, VA - November 1, 2001 €ACI International Inc (NASDAQ: CACI) announceddtry it has completed the purchase of Di
Systems International Corporation (DSIC). The asitjon supports CACI's strategic growth plans tpand and grow its portfolio of syste
integration, managed network services and informnatissurance capabilities and customers. The tmsas anticipated to be accretive
earnings during CACI's current fiscal year. The actpof the transaction on the Company's revenue eandingswas included in tr
Company's previously announced guidance.

DSIC, headquartered in Arlington, Virginia, has apgmately 550 employees in locations in VirginMaryland, Alabama, South Carolii
and California. The company implements enterpresource planning (ERP) systems, including lasg@e financial and human resot
systems and, e-procurement applications; develdipstcserver and webnabled applications; operates an enterprise nkimgpranc
information assurance practice; solves complexnass problems with a highly recognized process tmgdand simulation methodoloc
and provides acquisition/program management canguliervices, primarily for the Federal Governmétgvenue for DSIC for the last
months was approximately $55 million.

Commenting on the transaction, Dr. J.P. London,ii@ten and CEO of CACI International Inc, stated,é'Welcome DSIC's employees
CACI. The addition of their superb skills and exjser will enhance CACI's solutions and broadenaustomer base, particularly within
systems integration and managed network services Ibf business. Acquisitions like this are a kast pf our goal to reach $1 billion
revenues by FY 2005. We look forward to a succéssfationship with DSIC's management team, empsyand their customers."

Guidance for Fiscal Year 2002

The company also reiterates its Q2 and full yeabFyuidance:

Q2, FY02 FY02
Revenue (in thousand $155,00C-- $162,00C $630,00C-- $660,00C
Diluted earnings per sha $0.56-- $0.61 $2.48-- $2.60

CACI International Inc, a member of the Russell 2@hd S&P SmallCap 600 indices, is a worldwide éead information technology a
communications solutions. Founded on simulatiomrtietogy in 1962, the company has evolved a diveddetions portfolio for today's r
economy. From across the technology spectrum, GAEgrates the networks, systems, and softwaréefecommunications, Eommerce
information assurance, and all forms of informatinanagement. CACI centers of excellence are uniytige industry, offering "try-before-
buy" solutions so clients save time and resouMé&th approximately 5,000 employees and more thanffifes in the U.S. and Europe, C/
meets complex client challenges with comprehensal@ble solutions. Visit CACI on the web at wwwaat.com.

There are statements made herein which may notaddristorical facts and, therefore, could be ipteted to be forwar-looking statemen



as that term is defined in the Private Securiti@gation Reform Act of 1995. Such statements algest to factors that could cause act
results to differ materially from anticipated resul The factors that could cause actual resultglifter materially from those anticipat
include, but are not limited to, the following: iegal and national economic conditions in the Udi®tates and United Kingdom (includ
the potential economic impact from livestock redatiseases); changes in interest rates; currenagttlations; failure to achieve contr:
awards in connection with recompetes for presergifmss with the Department of Justice, the Fedénahtion Agency, the Defer
Information Systems Agency, and others and/or cttigmefor new business; the risks and uncertastissociated with client interest in ¢
purchases of new products and/or services; continuading of U.S. Government or other public segimjects in the event of a prior
need for funds; government contract procuremenh sagcbid protests and termination risks, includihg possible discontinuance of the |
Government's Tobacco litigation; the results of #ppeal of CACI International Inc ASBCA No. 530B®lividual business decisions of 1
clients; paradigm shifts in technology; competitfaetors such as pricing pressures and competitiohire and retain employees; our abi
to complete acquisitions and successfully integegipropriate to achievement of our strategic plaimgluding the DSIC acquisition; o
ability to complete performance of fixed price cants within contract value; material changes irwk or regulations applicable to ¢
business; and our own ability to achieve the olpjest of near term or long range business planstigalarly those relating to investments
new product development and new business initgtigad other risks described in the Company's $#esirand Exchange Commiss
filings.

#H##
For investor information contact: For other information contact:
David Dragics Jody Brown
Director, Investor Relations Vice President, Public Relations
(703) 841-7835 (703) 841-7801
ddragics@caci.cor jbrown@caci.con

Exhibit 99.2

CACI International Inc
CACI, INC.- FEDERAL
Digital Systems International Corporation
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STOCK PURCHASE AGREEMENT

STOCK PURCHASE AGREEMENT, dated as of October 312(the "Agreement"), by and amo@@\ClI International Inc , a Delawar
corporation ("Parent"JCACI, INC.-FEDERAL , a Delaware corporation and wholly-owned subsydadrParent ("Federal"Digital Systems
International Corporation , a Virginia corporation, and Willie E. Woods ("Wds), Brian J. Barry ("Barry") and DSIC Employeeo&i
Ownership Plan and Trust ("ESOP") as stockholdetieoCompany (collectively, the "Stockholders").

WITNESSETH

WHEREAS, as of the date hereof, each of the Stddkin® respectively owns the number of issued anstanding shares of Common Stc
$.01 par value per share ("Common Stock"), of then@any in each case as set forth opposite suclki8itaer's name on Schedule A he
as of the date hereof.

WHEREAS, the Stockholders desire to sell all ofrtebares of Common Stock (the "Shares").

WHEREAS, the respective boards of directors of@eenpany, Parent and Federal have determined tismadvisable that the Stockhold
sell, and Federal purchase all of the Shares (fmansaction”) on the terms and conditions set ftwthein and in accordance with
provisions of the General Corporation Law of that&of Delaware (the "DGCL") and Title 13.1 of fBede of Virginia (the "CV");

WHEREAS, Parent, Federal, Stockholders and the @osplesire to make certain representations andamées and other agreement
connection with the Transaction;

NOW, THEREFORE, in consideration of the mutual pisen hereinafter set forth and other good and Wédueonsideration, the receipt ¢
adequacy of which are hereby acknowledged, théegdnereby agree as follows:

ARTICLE 1
DEFINITIONS

1.1 Certain Matters of Construction . A reference to an Article, Section, Exhibit orh8dule shall mean
Article of, a Section in, or Exhibit or Schedule this Agreement unless otherwise expressly stdteed.title:
and headings herein are for reference purposesamyshall not in any manner limit the constructodrihis
Agreement which shall be considered as a whole.Wdrels "include,” "includes™" and "including” whesat

herein shall be deemed in each case to be folld@ydte words "without limitation.

1.2  Cross References The following terms defined elsewhere in this égment in the Sections set forth be
shall have the respective meanings therein def

Term Definition



1.3

Acquisition Proposal

Section 6.1

Agreemen Preamble
Closing Section 2.1
Company Balance She Section 3.t
Company Financial Statemet Section 3.5
Company Insurance Contrau Section 3.19

Company Proprietary Righ
Company Plan

Demand Notice Section 6.1
Due Diligence Cost Section 6.1
Closing Date Section 2.1
CcVv Preamble
Employee Lis Section 3.12.2
Encumbrance Section 3.15.1
ESOP Preamble
ESOP Additional Pric Section 2.2
Expense: Section 6.2.:
Federa Preamble
GAAP Section 3.t
DGCL Preamble
Governmental Entit Section 3.4.2
Indemnified Partie Section 6.2
Indemnifying Party Section 6.3.:
Indemnity Baske Section 6.3.¢
Liabilities Section 3.7
Note Section 2.2.:
Transactior Preamble
Purchase Pric Section 2.3.:
Parent Preamble
Parent Balance She Section 4.4
Parent Report Section 4.4
Permits Preamble
Selected Asser Section 7.3.¢
Shares Preamble
Stockholder: Preamble
Stockholders' Representati Section 2.4.:
Taxes Section 3.10.(
Third Party Clain Section 6.3.:
Value of the Insurance Polici Section 7.3.¢

Section 3.18.1
Section 3.11.1

Certain Definitions. As used herein, the followtegms shall have the following meanin

Affiliate: with respect to any Person, any Person which, ttijrec indirectly, controls, is controlled by, cs
under common control with, such Pers

COBRA: the provisions of Section 4980B of the Code aad B of Title | of ERISA

Code: the U.S. Internal Revenue Code of 1986, as antefide time to time

Commercial Softwarepackaged commercial software programs generadjtable to the public through ret
dealers in computer software or directly from thaenefacturer which have been licensed to the Compac
which are used in the Company's business but ame imay a component of or incorporated in or speadify/
required to develop any of the Company's produantisralated trademarks and technolc

Company: Digital Systems International Corporation andreatthe Subsidiaries identified in Section :



Company Leaseseach lease, sublease, license or other agreamdet which the Company uses, occupie
has the right to occupy any real property or irdetkeerein that (a) provides for future minimum pants o
$25,000 or more (ignoring any right of cancellatmntermination) or (b) the cancellation or terntioa of
which would have a Company Material Adverse Eff

Company Material Adverse Effectany materially adverse change in or effect on fthancial conditior
business, operations, assets, properties, restltgpearations or prospects of the Company or anyts
Subsidiaries

Control (including with correlative meaning, controlled aypd under common control with): as used
respect to any Person, the possession, direcilydaectly, of the power to direct or cause theediron of th
management and policies of such Person, whetheudhrthe ownership of voting securities, by corit@
otherwise.

Environmental Clainr: any actual notice alleging potential liabilityn€luding, without limitation, potenti
liability for investigatory costs, cleanup costgsponse or remediation costs, natural resourcesagks
property damages, personal injuries, fines or piesal arising out of, based on or resulting fron) itae
presence, or release of any Material of Environade@bncern at any location, whether or not ownedhay
party or (b) circumstances forming the basis of @nlation, or alleged violation, of any EnvironntahLaw.

Environmental Laws. any and all Federal, state or local statutesylegigns and ordinances relating to
protection of public health, safety or the enviramnin existence and effective on the Closing C

ERISA: the Employee Retirement Income Security Act 6f4,%s amende:

ERISA Affiliate: with respect to a party, any member (other thaat fparty) of a controlled group
corporations, group of trades or businesses urmamon control or affiliated service group that udes the
party (as defined for purposes of Section 414))aGd (m) of the Code

Exchange Ac: the Securities Exchange Act of 1934, as amer

Knowledge of the Companshall mean the actual, current knowledge, withowy duty whatsoever
undertake any independent or additional invesbgatiof one of the following officers of the Compe
President (with respect to all information regagdthe Company); Controller (with respect to allafiicia
information regarding the Company); Director of @ants (with respect to all contracts of the Conypaor
Senior VicePresident Administration (with respect to Compamypkyees); Chief Operating Officer (w
respect to all operational matters of the CompaByginess Development and Corporate Informationcéx
(with respect to corporate information technologgtt@rs); Technology Applications Group ViBeesider
and Group Manager (with respect to information esning the Technology Applications Group of
Company, including operations and business devedopmmatters); Networking & Security Group Vice-
President and Group General Manager (with resmeabformation concerning the Networking & Secu
Group of the Company, including operations andress development matters); Business Managemenp
Vice-President and Group General Manager (with respaafdérmation concerning the Business Manage
Group of the Company, including operations andrmess development matter

Letter of Intent: the letters dated July 27, 2001 and October 061Zrom Stephen L. Waechter, Execu
Vice President and Chief Financial Officer of Parem Woods, President of the Company, expressie
companies' intention to effect the stock purchasd eelated transactions, subject to execution
Agreement and other matte

Losses: the amount of any actual damages, liabilitiedjgalions, deficiencies, losses (including witr
limitation any actual diminution in value), expenudes, costs or expenses (including without linota
reasonable attorneys' fees and disbursementsjpufposes of determining the amount of any Lossatheun
of any Loss shall be reduced by any insurance pasesceived in respect thereof (in each casefmeists o
recovery); and with respect to any Loss related taisrepresentation or inaccuracy in financial infatior
provided under any of subsections 3.5, 3.7, or,3Wl6h Loss shall be on a net basis, taking intowaat an
improvement to the financial condition of the Comypas a result of such information being inaccul

Materials of Environmental Concer. petroleum and its bproducts and any and all other substance
constituents to the extent that they are regulatedor form the basis of liability under, any Eronmente
Law.

Net Asset: shall be valued in accordance with GA/
Parent Material Adverse Effe: any materially adverse change in or effect orfithencial condition, busine:



2.1

2.2

operations, assets, properties, results of opasatd Parent and its Subsidiaries considered omnaatidate:
basis.

Permitted Encumbrance: (a) liens for current taxes and other statut@gd and trusts not yet due and pay
or that are being contested in good faith, (b)di#rat were incurred in the ordinary course of tess, such
carriers', warehousemen's, landlords' and mechdieics and other similar liens arising in the aatly cours
of business, (c) liens on personal property leasetbr operating leases, (d) liens, pledges or asposurre(
or made in connection with workmen's compensatiogremployment insurance and other social sec
benefits, or securing the performance of bids, eéendleases, contracts (other than for the repalyoi
borrowed money), statutory obligations, progresgments, surety and appeal bonds and other obligmatix
like nature, in each case incurred in the ordirayrse of business, (e) pledges of or liens on faatwrec
products as security for any drafts or bills of lemege drawn in connection with the importation oth
manufactured products in the ordinary course oinass, (f) liens under Article 2 of the Uniform Comarcia
Code that are special property interests in godestified as goods to which a contract refers/i@gs unde
Article 9 of the Uniform Commercial Code that atgghase money security interests, (h) those lis@adel
on Exhibit B hereto, and (i) such imperfectionsmunor defects of title, easements, rightsa@fy and othe
similar restrictions (if any) as are insubstanitiatharacter, amount or extent, do not materiadiyratt from th
value or interfere with the present or proposed afsthe properties or assets of the party subjeeteto o
affected thereby, and do not otherwise adversédctbr impair the business or operations of siantyp

Person: an individual, a corporation, an association agrnership, an estate, a trust and any other eon
organization

SEC: the United States Securities and Exchange Cononiser any Governmental Entity succeeding t
functions.

Securities Ac: the Securities Act of 1933, as amenc

Subsidiary: any corporation, association, or other businedftyea majority (by number of votes on
election of directors or persons holding positianth similar responsibilities) of the shares of italpstock (o
other voting interests) of which is owned by Parém¢ Company or their respective Subsidiarieshasas
may be.

ARTICLE 2
THE PURCHASE AND SALE OF SHARES

Purchase of the Shares from the Stockholders Subject to and upon the terms and conditionshe
Agreement, and on the basis of the representateasanties, covenants, and agreements hereinicedtaa
the closing of the transactions contemplated by fgreement (the "Closing"), each Stockholder diste
Schedule A attached hereto shall sell, transfemyep or assign and deliver to Federal, and Fedsgral
purchase, acquire and accept from each such Stioekhthe Shares to be sold by such StockholdEettere
as set forth opposite such Stockholder's name badide A attached hereto, free and clear of anyadinigns
claims, encumbrances or rights of any third pa#fy.the Closing, each such Stockholder shall delita
Federal certificates evidencing the Shares beiagsferred by such Stockholder to Federal duly esatbir
blank or with stock powers or other appropriataruraents of transfer duly executed by such Stoakdn
with signatures guaranteed. The Closing shall tpleee at the offices of Parent in Arlington, Virgi
commencing at 9 a.m. local time on October 31, 200Dbn such other date as the parties may agteetht
satisfaction or waiver of all conditions to the ightions of the parties to consummate the transas
contemplated hereby ("Closing Date

Purchase Price.

2.2.1 The Aggregate Purchase PriceThe aggregate purchase price (the "Purchase Ptoedyg paid b
Federal for the Shares at the Closing shall be0®07000 (Forty Seven Million Dollars), subjec
adjustment as provided below in this subsectionl2 &Il payments of the Purchase Price undetr
Section 2.2 shall be made in immediately availdinels wired to one or more accounts designate
the Stockholders' Representative, by a certifiextklor by such other method as may be agreed |
Stockholders' Representative and Federal. If thORESairness Opinion provides for a value ol
Company's stock that is greater than $47 millibe,d proportional share shall be paid to the ES§
additional Purchase Price (the "ESOP Additionat®). Any ESOP Additional Price shall be sh:
equally between CACI (50%) and Woods (50%) up tg0®Q,000 of increased cost of the E¢



2.3

2.4

shares. Any additional increase greater than $10000in the cost of purchasing the ESOP si
shall be paid by CAC

2.2.2 The Purchase Price Paid at the Closing$40,000,000 ("Forty Million Dollars) of the totBurchas
Price (the "First Payment"), less; (i) the amounthe fees owed by the Company or the Stockho
to Updata Capital, Inc. which will be paid by Fealedirectly to Updata Capital, Inc. pursuan
Section 6.2.2; (i) the $11,856.38 owed by Woodd &arry for additional Directors and Offic
liability insurance pursuant to Section 6.8 ; aiiyl fp to $165,000 representing oheaif of the cost ¢
environmental insurance policy premium pursuarseation 6.4 shall be paid on the Closing Dat
Federal to the Stockholders in the respective atsoaind the representative installments set foi
Schedule A attached hereto, which Schedule A gallide that the ESOP's pro rata portion of
Purchase Price shall be paid in full by the FirsyrRent. The First Payment may be increased ¢
$40,000,000 by an amount equal to Federal's stidghee SOP Additional Price determined purs
to subsection 2.2.1 above. If there is an ESOP thutdil Price, the parties shall prepare and exeat
Closing a revised Schedule A to reflect the adjestis provided for herein and in subsection :
above.

2.2.3 The Remaining Purchase Price $3,500,000 (Three and a Half Million Dollars)tbé total Purcha:
Price plus interest as provided for herein (thectiel Payment”) shall be paid on the first annive
of the Closing Date by Parent to Woods and Barrthearespective amounts set forth in Schedt
attached hereto. The remaining $3,500,000 (ThreleaaHalf Million Dollars) of the Total Purche
Price plus interest as provided for herein (theifffiPayment”) shall be paid on the date whic
eighteen months after the Closing Date by PareM/¢@ds and Barry in the respective amount
forth in Schedule A. At the Closing, Parent shadliver to the Stockholders' Representati
promissory note bearing simple interest at the c&té% per annum, substantially in form attac
hereto as Exhibit A (the "Note") evidencing Paembligation to make payments of the Purc
Price under this Section 2.2.3 to Woods and Batrgvided neither of Parent or Federal is in br.
of its obligations under this Section 2.2 and scibje all of the other provisions of Section 6.3aréh
and Federal shall be entitled to offset any Indéication Claims made pursuant to Section 6.3 he
against any payment due to Woods and Barry under Section 2.2.3, to the extent of tt
indemnification obligations

Additional Actions . If, at any time after the Closing Date, any fertlction is necessary or desirable to ¢
out the purposes of this Agreement or to vest,goeidr confirm in Federal title to or ownershippmssessic
of the Shares acquired pursuant to this Agreentést,Stockholders and the officers and directorghe
Company and Federal are fully authorized in thama and in the name of their respective corporatm
otherwise to take, and will take, all such lawfablanecessary action, so long as such action igstenswitl
this Agreement

Stockholders' Representative.

2.4.1 Appointment . In order to administer efficiently the waiver aiy condition to the obligations of 1
Stockholders to consummate the transactions comdéedphereby, the defense and/or settleme
any claims for which the Stockholders may be rexgguio indemnify Federal or the Company purs
to Section 6.3 hereof, and any other actions redquio be taken by any Stockholder in conne:
herewith, the Stockholders hereby designate andiapl/oods as their representative and attorney
in-fact (in such capacity, the "Stockholders' Repridame").

2.4.2 Authority . By their execution of this Agreement, the Stodiecs agree tha

(@) Federal, Parent and the Company shall be abldyacoaclusively without further inquiry ¢
the instructions and decisions of the StockholdRegresentative acting in such capacity i
the settlement of any claims for indemnification Bgderal or the Company pursuan
Section 6.3 hereof and as to any other action tdkerthe Stockholders' Representa
hereunder, and no party hereunder shall have aogecaf action against Federal or
Company for any action taken by Federal or the Gorgpn reliance upon the instructions
decisions of the Stockholders' Representative;

(b)  All actions, decisions and instructions of the 8tmiders' Representative shall be conclu
and binding upon all of the Stockholde



ARTICLE 3
REPRESENTATIONS AND WARRANTIES OF THE COMPANY

All representations and warranties with respectht® Company made in this Agreement shall be unolgdsto refer to the Company ¢
Subsidiaries identified in Section 3.3 unless tbhetext clearly indicates otherwise. Except for thospresentations and warranties expr
set forth in this Article 3, neither the Company any Stockholder makes any representations orawtes, express or implied, at law o
equity, of any kind or nature whatsoever concertirggorganization, business, assets, liabilitie @perations of the Company and any ¢
other representations or warranties are herebyesxgly disclaimed in full and for all time. The Coamy and each of the Stockholders joi
and severally represent and warrant to Parent addrgl as follows:

3.1

3.2

3.3

3.4

Corporate Status of the Company. Except as set forth on Schedule 3.1 hereto, tmepany is a corporatic
duly organized, validly existing and in good stargdunder the laws of the Commonwealth of Virgimath
the requisite corporate power to own, operate aadd its properties and to carry on its businesmasbein
conducted. Except as set forth on Schedule 3.1dy¢hee Company is duly qualified or licensed tobdsines
as a foreign corporation and is in good standinglirjurisdictions in which the character of theopertie:
owned or held under lease by it or the nature efliisiness transacted by it makes qualificatioreseary
except where failure to be so qualified would naténa Company Material Adverse Effect. All jurigebas ir
which the Company is qualified to do business atdmth on Schedule 3.1 here

Capital Stock.

3.2.1 Authorized Stock of the Company. The authorized capital stock of the Company ®iaso
10,250,000 shares of Company Common Stock, of whj603,446 shares are issued and outsta
(excluding 369,588 shares held in Treasury). Alltleé outstanding shares of Company Com
Stock have been duly authorized and validly issweeke not issued in violation of any pers
preemptive rights, and are fully paid and nonasddses The Stockholders together own of recorc
beneficially all the outstanding shares of Comp@oynmon Stock

3.2.2 Options and Convertible Securities of the Company. Except as set forth on Schedule 3.2, ther
no outstanding subscriptions, options, warrantsnpvewsion rights or other rights, securit
agreements or commitments obligating the Compangstiee, sell or otherwise dispose of shares
capital stock, or any securities or obligationswemtible into, or exercisable or exchangeable dow,
shares of its capital stock. Since February 10818% Company has not issued, sold or othe
disposed of any shares of its capital stock. Exespset forth on Schedule 3.2, there are no v
trusts or other agreements or understandings tohathe Company or any Stockholder is a party
respect to the voting of the shares of Company Com8tock and the Company is not a party i
bound by any outstanding restrictions, optionstbeoobligations, agreements or commitments tq
repurchase, redeem or acquire any outstanding sleir€ompany Common Stock or other eq
securities of the Compan

Subsidiaries . The Company has one subsidiary, Procurement Aatiom Institute, Inc., a Virgin
corporation ("PAI") which sold substantially all i assets to SAP Public Services, Inc. on Janiar2001
The Company owns of record and beneficially alldbéstanding capital stock of the Subsidiary; nspe ha
any right or claim of right to own or to acquireyashare of capital stock or other voting securifytte
Subsidiary.

Authority for Agreement; Noncontravention .

3.4.1 Authority . The Company has the corporate power and authmrignter into this Agreement anc
consummate the transactions contemplated herelifieteextent of its obligations hereunder.
execution and delivery of this Agreement and thasoonmation of the transactions contempl
hereby, to the extent of its obligations hereuntlake been duly and validly authorized by the b
of directors of the Company and no other corpomtceedings on the part of the Company
necessary to authorize the execution and delivérthis Agreement and the consummation of
transactions contemplated hereby, to the exteits adbligations hereunder. This Agreement anc
other agreements contemplated hereby to be signdadebCompany have been duly executed
delivered by the Company and constitute valid aimdibg obligations of the Company, enforce:
against the Company in accordance with their tesubject to the qualifications that enforcemet
the rights and remedies created hereby and therebsubject to (a) bankruptcy, insolver
reorganization, fraudulent conveyance, moratoriumeh @ther laws of general application affecting



3.5

3.6

3.7

3.8

rights and remedies of creditors and (b) generahcimles of equity (regardless of whet
enforcement is considered in a proceeding in eaurit law).

3.4.2 No Conflict . Except as set forth on Schedule 3.4 hereto, erettie execution and delivery of t
Agreement by the Company, nor the performance &yCibmpany of its obligations hereunder, no
consummation by the Company of the transactionstecgplated hereby, to the extent of
obligations hereunder, will (a) conflict with orstdt in a violation of any provision of the cha
documents or byaws of the Company, (b) with or without the giviafynotice or the lapse of time,
both, conflict with, or result in any violation breach of, or constitute a default under, or reisudtny
right to accelerate or result in the creation of hen, charge or encumbrance pursuant to, or g
termination under, any provision of any note, magkg, indenture, lease, instrument or
agreement, permit, concession, grant, franchisenge, judgment, order, decree, statute, ordin
rule or regulation to which the Company is a panyby which it or any of its assets or properts
bound or which is applicable to it or any of itsets or properties. Except to the extent that nowvad
required as further described in 6.7.2 below, nih@ization, consent or approval of, or filing wibr
notice to, any United States or foreign governmema public body or authority (each
"Governmental Entity") is necessary for the exemutind delivery of this Agreement by the Comg
or the consummation by the Company of the transasticontemplated hereby, except for ¢
consents, authorizations, filings, approvals argisteations which if not obtained or made would
have a Company Material Adverse Effe

Financial Statements. Schedule 3.5 sets forth the balance sheets dftmepany as of December 31, 2
and the statements of operations, cash flows aadgds in stockholders' equity of the Company fe@
respective years then ended and the balance shibet Gompany as of September 30, 2001 and thenstsd
of operations, cash flows and changes in stockngll@éguity of the Company for the period then endex
such balance sheets and statements of operat@sis flows and changes in stockholders' equity ecaratt
and complete. The annual financial statements \wedited by Aronson, Fetridge & Weigle, certifiedbpa
accountants. Collectively, the financial statememferred to in the immediately preceding sentears
sometimes referred to herein as the "Company Fiab8tatements" and the balance sheet of the Coynaxs
of September 30, 2001 is referred to herein as'@wnpany Balance Sheet." Each of the balance ¢
included in the Company Financial Statements (uoholg any related notes) fairly presents in all mat
respects the financial position of the Companyfatsalate, and the other statements includedendbmpan
Financial Statements (including any related note&)ly present in all material respects the resudt
operations, cash flows and stockholders' equitghasase may be, of the Company for the periogieim se
forth, in each case in accordance with United Stafenerally accepted accounting principles ("GAs
consistently applied, subject, in the case of timesmonth period ended on September 30, 2001, to n
year-end adjustments (all except as otherwise statadith)e

Absence of Material Adverse Changes Except as set forth on Schedule 3.6 hereto, dineedate of tF
Letter of Intent, the Company has not suffered @oynpany Material Adverse Effect, nor has there oec
or arisen any event, condition or state of factarof character that could reasonably be expectegstdt in
Company Material Adverse Effect. Since the datthefLetter of Intent, there have been no dividesdsthe
distributions declared or paid in respect of, oy agpurchase or redemption by the Company of, dnhe
shares of capital stock of the Company, or any citmemt relating to any of the foregoir

Absence of Undisclosed Liabilities. Except as set forth on Schedule 3.7, the Compesy no materi
liabilities or obligations, fixed, accrued, conterg or otherwise (collectively, "Liabilities"), thare not fully
reflected or provided for on, or disclosed in tldas to, the balance sheets included in the Comparancia
Statements, except (i) Liabilities incurred in threinary course of business since the date of thepg@an
Balance Sheet, none of which individually or in Hygregate has had or could reasonably be expecteale
a Company Material Adverse Effect, (ii) Liabilitigeermitted or contemplated by this Agreement, ang
Liabilities expressly disclosed on the Scheduldweleed hereunde

Compliance with Applicable Law, Charter and By-Laws. The Company has all requisite licenses, pe
and certificates from all Governmental Entitiesli@ively, "Permits”) necessary to conduct its ibhass a
currently conducted, and to own, lease and opetsatferoperties in the manner currently held andraieel
except as set forth on Schedule 3.8 hereto angefaeany Permits the absence of which, in theegate, d
not and could not reasonably be expected to havenapany Material Adverse Effect or prevent or mati
delay the consummation of the transactions contateglhereby. All of the Company's Permits are inféuce



3.9

3.10

3.11

and effect. To the Knowledge of the Company, then@any is in compliance in all material respectsvail
the terms and conditions related to such Permit®rd are no proceedings in progress, pending oihe
knowledge of the Company, threatened, which mawultres revocation, cancellation, suspension, or
material adverse modification of any of such Pesmiiio the Knowledge of the Company, the businegke
Company is not being conducted in violation of aapplicable law, statute, ordinance, regulationg,
judgment, decree, order, Permit, concession, grardther authorization of any Governmental Entifje
Company is not in default or violation of any pr&en of its charter documents or its-laws.

Litigation and Audits . Except for any claim, action, suit or proceedsed forth on Schedule 3.9 or 3
hereto, (a) there is no investigation by any Gowemntal Entity with respect to the Company pendingathe
Knowledge of the Company, threatened, nor has aoyefdmental Entity indicated to the Company
intention to conduct the same; (b) there is nontlaction, suit, arbitration or proceeding pendangto the
Knowledge of the Company, threatened against arluinvg the Company, or any of its assets or progera
law or in equity, or before any arbitrator or Gaweental Entity, that, if adversely determined, eithingly o
in the aggregate, would have a Company Material edsly Effect or prevent or materially delay
consummation of the transactions contemplated eestd (c) there are no judgments, decrees, INpMED|
orders of any Governmental Entity or arbitratorstaliding against the Compai

Tax Matters .

3.10.1 Filing of Returns . Except as set forth on Schedule 3.10 heretoCtmapany has prepared and f
on a timely basis with all appropriate governmeatahorities all returns in respect of Taxes tteats
required to file on or prior to the Closing, antdsalch returns are correct and complete in all rea
respects

3.10.2 Payment of Taxes Except as set forth on Schedule 3.10, the Compasypaid in full all Taxes d
on or before the Closing and, in the case of Taxesuing for the period on or before the Closirg
are not due on or before the Closing, the Compars/rhade adequate provision in its books
records and financial statements for such payn

3.10.3 Withholding . Except as set forth on Schedule 3.10, the Compasywithheld from each paym
made to any of its present or former employeesca® and directors all amounts required by la
be withheld and has, where required, remitted samlounts within the applicable periods to
appropriate governmental authoriti

3.10.4 Assessments Except as set forth on Schedule 3.10, there arassessments of the Company
respect to Taxes that have been issued and aramditsy. Except as set forth on Schedule 3.1
Governmental Entity has examined or audited the @y in respect of Taxes. Except as set for
Schedule 3.10, the Company has received no indicati writing from any Governmental Entity t|
an assessment in respect of the Company is propBgedpt with respect to the matters set fort
Schedule 3.10 hereof, the Company has not executélbd any agreement extending the perio
assessment or collection of any Ta

3.10.5 Access to Returns Parent has been provided with a copy of or actteal federal, state, local a
foreign income Tax returns filed by the Companycsidanuary 1, 1997. Parent has been pro
with a copy of or access to all assessments, agtensand waivers resulting from any audits of
Company by a Governmental Entity in respect of Taaad all such assessments and related pe
and interest have been paid in full unless beingested in good faith by the Compa

3.10.6 Definition of Taxes. As used herein, "Taxes" means all taxes, leviglsagher assessments, incluc
all income, sales, use, goods and services, valdeda capital, capital gains, net worth, tran
profits, withholding, payroll, employer health, &, real property and personal property taxes
any other taxes, assessments or similar chargeébeimature of a tax, including unemployn
insurance payments and workers compensation presiwgether with any installments with res)
thereto, and any interest, fines and penaltiespg®g by any Governmental Entity (including feds
state, municipal and foreign Governmental Entitiasd whether disputed or n

Employee Benefit Plans.

3.11.1 List of Plans. Schedule 3.11 hereto contains a correct and @mpét of all pension, profit sharit
retirement, deferred compensation, welfare, legalises, medical, dental or other employee be
or health insurance plans, life insurance or otteath benefit plans, disability, stock option, &



3.11.2

3.11.3

3.11.4

purchase, stock compensation, bonus, vacationseagrance pay and other similar plans, prograi
agreements, and every material written personnktypaelating to any persons employed by
Company or in which any person employed by the Gomggds eligible to participate and whicl
currently maintained or that was maintained attamg in the last five calendar years by the Com|
or any ERISA Affiliate (collectively, the "Companiylans”). The Company has made availab
Parent complete copies, as of the date hereofl] of the Company Plans that have been reduc
writing, together with all documents establishingconstituting any related trust, annuity conti
insurance contract or other funding instrument, sunthmaries of those that have not been reduc
writing. The Company has made available to Paremptete copies of current plan summa
employee booklets, personnel manuals and otherrislat®cuments or written materials conceri
the Company Plans that are in the possession o€tmepany as of the date hereof. The Com
does not have any "defined benefit plans” as définé&ection 3..3.5 of ERIS/

ERISA . Neither the Company nor any ERISA Affiliate oet@ompany has incurred any "withdra
liability" calculated under Section 4211 of ERISAdathere has been no event or circumstance \
would cause them to incur any such liability. Neitthe Company nor any ERISA Affiliate of -
Company has ever maintained a Company Plan prayidgalth or life insurance benefits to fori
employees, other than as required pursuant to @e@®80B of the Code or to any state
conversion rights. No plan previously maintainedtiiiy Company or its ERISA Affiliates which w
subject to ERISA has been terminated; no procesdmgerminate any such plan have been insti
within the meaning of Subtitle C of Title IV of EBA; and no reportable event within the meanir
Section 4043 of said Subtitle C of Title IV of ERSvith respect to which the requirement to fil
notice with the Pension Benefit Guaranty Corporatias not been waived has occurred with re
to any such Company Plan, and no liability to tredton Benefit Guaranty Corporation has |
incurred by the Company or its ERISA Affiliates.d&pt as set forth on Schedule 3.11, with resp
all the Company Plans, to the Knowledge of the Camythe Company and every ERISA Affiliate
the Company is in material compliance with all regunents prescribed by all statutes, regulat
orders or rules currently in effect, and has imadlterial respects performed all obligations respliic
be performed by it. Neither the Company nor any &R RAffiliate of the Company, nor any of th
directors, officers, employees or agents, nor angtée or administrator of any trust created urlok
Company Plans, has engaged in or been a partyyttpaohibited transaction" as defined in Sec
4975 of the Code and Section 406 of ERISA whichld@ubject the Company or its Affiliats
directors or employees or the Company Plans otrtists relating thereto or any party dealing
any of the Company Plans or trusts to any tax oralpg on "prohibited transactions" imposed
Section 4975 of the Code. Except as set forth dre@de 3.11, neither the Company Plans no
trusts created thereunder have incurred any "acledetufunding deficiency,” as such term is def
in Section 412 of the Code and regulations issheretinder, whether or not waive

Plan Determinations. Each Company Plan intended to qualify under 8rect01(a) of the Code
been determined by the Internal Revenue Servise tgualify, and the trusts created thereunder
been determined to be exempt from tax under Seéfidffa) of the Code; copies of all determine
letters have been delivered to Parent, and, tdktimevledge of the Company, nothing has occt
since the date of such determination letters whrdght cause the loss of such qualificatior
exemption. With respect to each Company Plan wisich qualified profit sharing plan, all emplo
contributions accrued for plan years ending priothte Closing under the Company Plan terms
applicable law have been ma

Funding . Except as set forth on Schedule 3

(@ all contributions, premiums or other payments duegeguired to be made to the Comp
Plans as of the date hereof have been made as dath hereof or are properly reflected or
Company Balance She

(b)  there are no actions, liens, suits or claims (othan routine claims for benefits) pending o
the knowledge of the Company, threatened with @sdpeany Company Pla

(c) to the knowledge of the Company, no event has oeduand there exists no condition or st
circumstances, which presents a material risk parial termination (within the meaning
Section 411(d)(3) of the Code) of any Company F



(d) each Company Plan that is a "group health plantédimed in Section 607(1) of ERISA) |
been operated at all times in substantial compdianith the provisions of COBRA and ¢
applicable, similar state law; ai

(e) with respect to any Company Plan that is qualifietler Section 401(k) of the Co
individually and in the aggregate, no event hasuoed, and to the Knowledge of
Company, there exists no condition or set of cirstamces in connection with which
Company could be subject to any liability (excepbility for benefits claims and fundi
obligations payable in the ordinary course) thatraasonably likely to have a Compi
Material Adverse Effect under ERISA, the Code oy atiher applicable law

3.12 Employment-Related Matters.

3.12.1

3.12.2

Labor Relations . Except to the extent set forth on Schedule 3dr2tb: (a) the Company is nc
party to any collective bargaining agreement oreptlcontract or agreement with any le
organization or other representative of any of éngployees of the Company; (b) there is no |
strike, dispute, slowdown, work stoppage or lockthat is pending or, to the Knowledge of
Company, threatened against or otherwise affectimg Company, and the Company has
experienced the same; (c) the Company has notccknse plant or facility, effectuated any layoffs
employees or implemented any early retirement @arsgion program at any time, nor has
Company planned or announced any such action gragmo for the future with respect to which
Company has any material liability; and (d) allaseds, wages, vacation pay, bonuses, commis
and other compensation due from the Company tcethployees of the Company before the
hereof have been paid or accrued as of the da¢eh

Employee List. Set forth on Schedule 3.12 is a list containing hame of each employee of
Company and each such employee's position, statimgoyment date and annual salary ("Empl
List"). The Employee List is correct and completech the date of the Employee List. No third p
has asserted any claim, or, to the Knowledge ofCbmpany, has any reasonable basis to asse
valid claim, against the Company that either thetiomed employment by, or association with,
Company of any of the present officers or employ&esr consultants to, the Company contrav
any agreements or laws applicable to unfair cortipetitrade secrets or proprietary informati

3.13 Environmental .

3.13.1

3.13.2

3.13.3

Environmental Laws . Except for matters which, individually or in tlggregate, would not hav
Company Material Adverse Effect, (a) the Company ins compliance with all applicak
Environmental Laws in effect on the date hereo); tfie Company has not received any wri
communication that alleges that the Company isimatompliance in all material respects with
applicable Environmental Laws in effect on the dateeof; (c) there are no circumstances that
prevent or interfere with compliance in the futwrégh all applicable Environmental Laws; (d)
material Permits and other governmental authoomratcurrently held by the Company pursuant t
Environmental Laws are in full force and effece thiompany is in compliance with all of the term
such Permits and authorizations, and no other Rewniauthorizations are required by the Com|
for the conduct of its and their business on the tareof; and (e) the management, handling, s
transportation, treatment, and disposal by the Gowpf all Materials of Environmental Concern
been in compliance with all applicable Environméhntaws.

Environmental Claims . Except as set forth on Schedule 3.13 heretoe tisero Environmental Clai
pending or, to the Knowledge of the Company, tleeed against or involving the Company or ag.
any person or entity whose liability for any Enviroental Claim the Company has or may |
retained or assumed either contractually or by atpmar of law.

No Basis for Claims. Except for matters which, individually or in tlaggregate, would not hav
Company Material Adverse Effect there are no pagresent actions or activities by the Compan
any circumstances, conditions, events or incidentdyding the storage, treatment, release, emms
discharge, disposal or arrangement for disposahgfMaterial of Environmental Concern, whethe
not by the Company, that could reasonably formkhsis of any Environmental Claim against
Company or against any person or entity whoseliliiador any Environmental Claim the Compe
may have retained or assumed either contractuallyoyo operation of law, including, withc



limitation, the storage, treatment, release, emmssilischarge, disposal or arrangement for dispaf
any Material of Environmental Concern or any otkhentamination or other hazardous condi
whether caused by the Company or not related tprmises at any time occupied by the Comp

3.14 No Broker's or Finder's Fees. Except as disclosed in Schedule 3.14 and providedh Section 2.2.2, tt
Company has not paid or become obligated to payfeayor commission to any broker, finder, finar
advisor or intermediary in connection with the sactions contemplated by this Agreem:

3.15

3.16

Assets Other Than Real Property

3.15.1

3.15.2

3.15.3

Title . The Company has good and marketable title tofahe tangible assets shown on the Com
Balance Sheet, in each case, free and clear ofremmigage, pledge, lien, security interest, leas
other encumbrance (collectively, "Encumbrancesgept for (a) assets disposed of since the d:
the Company Balance Sheet in the ordinary courdausiness and in a manner consistent with
practices, (b) liabilities, obligations and Encuarices reflected in the Company Balance She
otherwise in the Company Financial Statements,P@mitted Encumbrances, and (d) liabilit
obligations and Encumbrances set forth on Sch&}lte hereto

Accounts Receivable Except as set forth on Schedule 3.15, all rebdédgashown on the Compe
Balance Sheet and all receivables accrued by tmep@oy since the date of the Company Bal
Sheet, have been collected or are collectible limaterial respects in the aggregate amount sk
less any allowances for doubtful accounts reflettedein, and, in the case of receivables arisimce
the date of the Company Balance Sheet, any addit@iiowance in respect thereof calculated
manner consistent with the allowance reflectedhen@ompany Balance She

Condition . All material facilities, equipment and personabgerty owned by the Company :
regularly used in its and their businesses is mdgaperating condition and repair, ordinary weal
tear excepted, which wear and tear, taken in tigeeggte, is not material to the Company and
not affect the Company's obligations to performarrttlis Agreemen

Real Property .

3.16.1
3.16.2

3.16.3

Company Real Property. The Company does not own any real propt

Company Leases. Schedule 3.16 hereto lists all of the CompanyskeaComplete copies of
Company Leases, and all material amendments thésétich are identified on Schedule 3.16),
been made available by the Company to Parent. Dimep@ny Leases grant leasehold estates fre
clear of all Encumbrances (except Permitted Encamt®s) granted by or caused by the actions
Company. The Company Leases are in full force dfetteand are binding and enforceable agi
each of the parties thereto in accordance witlr fiesipective terms. Except as set forth on Sch
3.16, neither the Company nor, to the knowledge¢hef Company, any other party to a Comg
Lease, has committed a material breach or defadleruany Company Lease, nor has there occ
any event that with the passage of time or thengiwaf notice or both would constitute such a br
or default, nor, to the knowledge of the Compamny, there any facts or circumstances that w
reasonably indicate that the Company is likely@arbmaterial breach or default thereunder. Scls
3.16 correctly identifies each Company Lease thavipions of which would be materially &
adversely affected by the transactions contemplagedby and each Company Lease that requirt
consent of any third party in connection with tmansactions contemplated hereby. No mal
construction, alteration or other leasehold imprmegat work with respect to the real property cov
by any of the Company Leases remains to be paidrftw be performed by the Company. Excej
set forth on Schedule 3.16, no Company Leases &awmexpired term which including any rene
or extensions of such term provided for in the CamypLease could exceed ten ye

Condition . All leasehold improvements and fixtures, or pansreof, used by the Company in
conduct of its business are in good operating ¢mmdand repair, ordinary wear and tear exce|
and are insured with coverages that are usual astbrmary for similar properties and sim
businesses or are required, pursuant to the terthe €ompany Leases, to be insured by third

3.17 Agreements, Contracts and Commitment..

3.17.1

Company Agreements. Except as set forth on Schedule 3.17 heretoyo#rer Schedule hereto,
Company is not a party t



(@)

(b)

(©)

(d)

(€)

(f)

(9)
(h)

()

(),
(k)
()
(m)

(n)

(©)
(P)
(@)

any bonus, deferred compensation, pensionyaese, profitsharing, stock option, employ
stock purchase or retirement plan, contract omgeement or other employee benefit pla
arrangement

any employment agreement with any present emplogeer, director or consultant (
former employees, officers, directors and constdtdo the extent there remain at the
hereof obligations to be performed by the Compa

any agreement for personal services or employmeétft & term of service or employm:
specified in the agreement or any agreement faooei services or employment in which
Company has agreed on the termination of such amgneteto make any payments greater
those that would otherwise be imposed by |

any agreement of guarantee or indemnification ira@ount that is material to the Comp
taken as a whole

any agreement or commitment containing a covenamtiig or purporting to limit th
freedom of the Company to compete with any persoany geographic area or to engag
any line of busines:

any lease other than the Company Leases under whecGompany is lessee that involve:
the aggregate, payments of $25,000 or more permaroruis material to the conduct of
business of the Compar

any joint venture or pro-sharing agreement (other than with employe

except for trade indebtedness incurred in the arglicourse of business and equipment le
entered into in the ordinary course of businesg,lean or credit agreements providing for
extension of credit to the Company or any instrutrendencing or related in any way
indebtedness incurred in the acquisition of comgmrar other entities or indebtedness
borrowed money by way of direct loan, sale of dedturities, purchase money obligat
conditional sale, guarantee, or otherwise thawiddally is in the amount of $25,000 or mo

any license agreement, either as licensor or le@nivolving payments (including p
payments) of $25,000 in the aggregate or more,ngrraaterial distributor, dealer, resel
franchise, manufacturer's representative, or siescy or any other similar material cont
or commitment

any agreement granting exclusive rights to, or liag for the sale of, all or any portion of
Company Proprietary Right

any agreement or arrangement providing for the @agrof any commission based on s
other than to employees of the Compe

any agreement for the sale by the Company of naddenproducts, services or supplies
involves future payments to the Company of more $26,000

any agreement for the purchase by the Company pfnaaterials, equipment, services.
supplies, that either (i) involves a binding comment by the Company to make fut
payments in excess of $25,000 and cannot be terecirgy it without penalty upon less ti
three months' notice or (ii) was not entered intthie ordinary course of busine

any agreement or arrangement with any third paoty Such third party to develop &
intellectual property or other asset expected toubed or currently used or useful in
business of the Compar

any agreement or commitment for the acquisitiomstrmiction or sale of fixed assets owne
to be owned by the Company that involves futurenpants by it of more than $25,0(

any agreement or commitment to which present anéordirectors, officers or Affiliates of t
Company (or directors or officers of an Affiliatetbe Company) are also partit

any agreement not described above (ignoring, sdialythis purpose, any dollar amo
thresholds in those descriptions) involving the mpamt or receipt by the Company of m
than $100,000, other than the Company Lease



3.17.2

3.17.3

(n any agreement not described above that was not matthe ordinary course of business
that is material to the financial condition, busiseoperations, assets, results of operatio
prospects of the Compar

(s) any agreement that provides for any continuinguture obligation of the Company, involvi
liability of the Company more than $25,000, actoiatontingent, including but not limited
any continuing representation or warranty and andeinification obligation, in connecti
with the disposition of any business or assethefGompany, including but not limited to
disposition of the assets of PAI and the sale eMarine Services Divisiol

Validity . Except as set forth on Schedule 3.17, all cotgrdeases, instruments, licenses and
agreements required to be set forth on Schedulé && valid and in full force and effect,
Company has not, nor, to the knowledge of the Caomphas any other party thereto, breachec
provision of, or defaulted under the terms of aoghscontract, lease, instrument, license or «
agreement, except for any breaches or defaultsithite aggregate, would not be expected to h
Company Material Adverse Effect or have been curediaived, and the Company has not rece
any "notice to cure" or a similar notice from angv@rnmental Entity requesting performance u
any contract, instrument or other agreement betweeiCompany and such Governmental En

Third-Party Consents . Schedule 3.17.3 identifies each contract andrafleeument set forth «
Schedule 3.17 that requires the consent of a tpady in connection with the transacti
contemplated hereb

3.18 Intellectual Property .

3.18.1

3.18.2

Right to Intellectual Property . Except as set forth on Schedule 3.18 heretoCtirapany owns, «
has, fully paid, rights to use, all patents, trades, trade names, service marks, copyrights, ag
applications therefore, maskworks, net lists, scters, technology, knowew, computer softwa
programs or applications (in both source code am@cb code form), and tangible or intang
proprietary information or material (excluding Comntial Software) that are used in the busine
the Company as currently conducted (the "Compawopritary Rights"). The Commercial Softw
used in the business of the Company has been adgamd used by the Company on the basis ¢
in accordance with a valid license from the mantufiees or the dealer authorized to distribute ¢
Commercial Software, free and clear of any claimsghts of any third parties. The Company is
in breach of any of the terms and conditions of singh license and has not been infringing upor
rights of any third parties in connection withatsquisition or use of the Commercial Softwe

No Conflict . Set forth on Schedule 3.18 is a complete lisalbfpatents, trademarks, registe
copyrights, trade names and service marks, andapplcations therefore, included in the Comg
Proprietary Rights, specifying, where applicablee furisdictions in which each such Comp
Proprietary Right has been issued or registereth awhich an application for such issuance
registration has been filed, including the respectegistration or application numbers and the rs
of all registered owners. Except as set forth ohefale 3.18, none of the Company's curre
marketed software products have been registerectcdpyright protection with the United Ste
Copyright Office or any foreign offices nor has t@®mpany been requested to make any
registration Set forth on Schedule 3.18 is a cotagdlst of all material licenses, sublicenses atii
agreements as to which the Company is a party amsbant to which the Company or any o
person is authorized to use any Company PropridRaght (excluding EndJser Licenses) or oth
trade secret material to the business of the Compard includes the identity of all parties theres
description of the nature and subject matter tHetbe applicable royalty and the term thereof.
Company is not in violation of any license, subtise or agreement described on such list excep
violations as do not materially impair the Companyights under such license, sublicens
agreement. Except as disclosed in this Articlen8,dxecution and delivery of this Agreement by
Company, and the consummation of the transactie@msemplated hereby, will neither cause
Company to be in violation or default under anytslicense, sublicense or agreement, nor entitle
other party to any such license, sublicense oremgeat to terminate or modify such licer
sublicense or agreement. Except as set forth oedbdd 3.18, the Company is the sole and excl
owner or licensee of, with all right, title and enést in and to (free and clear of any and allsl
claims and encumbrances), the Company Proprietaiytf and has sole and exclusive rights (a
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3.20

3.21

not contractually obligated to pay any compensatemany third party in respect thereof) to the
thereof or the material covered thereby in conoecwith the services or products in respect of W
the Company Proprietary Rights are being used. Isions with respect to the Company Proprie
Rights have been asserted or, to the KnowledgeeoCompany, are threatened by any person n
the Knowledge of the Company, are there any vaiigds for any bona fide claims to the effect
the manufacture, sale, licensing or use of anyjhefgroducts of the Company as now manufact
sold or licensed or used or proposed for manufacuse, sale or licensing by the Company infri
on any copyright, patent, trademark, service marikaxle secret, against the use by the Compe
any trademarks, service marks, trade names, textets, copyrights, patents, technology, krieow
or computer software programs and applications usedhe Company's business as curre
conducted or as proposed to be conducted by thep@&umyn or challenging the ownership by
Company, or the validity or effectiveness of anytlmé Company Proprietary Rights. All mate
registered trademarks, service marks and copyrigdits by the Company are valid and subsistir
the jurisdictions in which they have been filed.the Knowledge of the Company there is no mat
unauthorized use, infringement or misappropriabbany of the Company Proprietary Rights by
third party, including any employee or former enygle of the Company. No Company Proprie
Right or product of the Company is subject to antstanding decree, order, judgment, or stipul:
restricting in any manner the licensing thereoftioy Company. Except as set forth in Schedule
the Company has not entered into any agreement wideh the Company is restricted from sell
licensing or otherwise distributing any of its puots to any class of customers, in any geogri
area, during any period of time or in any segmérihe market. The Company's products, packe
and documentation contain copyright notices sudfitito maintain copyright protection on
copyrighted portions of the Company Proprietaryhic

3.18.3 Employee Agreements Except as set forth on Schedule 3.18, each emap]mfficer and consulte
of the Company has executed confidentiality and-campetition agreement[s] in substantially
form attached hereto as Schedule 3.18.3. To the/lkdge of the Company, no employee, office
consultant of the Company is in violation of anynteof any employment or consulting contr
proprietary information and inventions agreememot-aompetition agreement, or any other con
or agreement relating to the relationship of arghsemployee, officer or consultant with the Comg
or any previous employe

Insurance Contracts. Schedule 3.19 hereto lists all contracts of iasoe and indemnity in force at the ¢
hereof with respect to the Company. Such contrattmsurance and indemnity and those shown in
Schedules to this Agreement (collectively, the "@amy Insurance Contracts”) insure against sucls,rii
are in such amounts, as are appropriate and rdaleonansidering the Company's property, businesl
operations. All of the Company Insurance Contracesin full force and effect, with no default theneler b
the Company which could permit the insurer to dpayment of claims thereunder. The Company ha
received notice from any of its insurance carribet any insurance premiums will be materially @aged i
the future or that any insurance coverage provideder the Company Insurance Contracts will nc
available in the future on substantially the saemmg as now in effect. The Company has not recavegver
a notice of cancellation with respect to any of @mmpany Insurance Contrac

Banking Relationships. Schedule 3.20 hereto shows the names and losaifaal banks and trust compar
in which the Company or any of its Subsidiaries dasounts, lines of credit or safety deposit b, witl
respect to each account, line of credit or safepodit box, the names of all persons authorizettae thereo
or to have access there

No Contingent Liabilities . The Company has no contingent or conditionalillizgs or obligations of ar
kind arising from of in connection with any acqtien of a Subsidiary or line of business by the @any o
any of its Subsidiarie:

ARTICLE 4
REPRESENTATIONS AND WARRANTIES OF PARENT AND FEDERA L

Parent and Federal, jointly and severally, reprieaed warrant to the Company as follows:

4.1

Corporate Status of Parent and Federal Each Parent and Federal is a corporation dulgrorgd, validl



4.2

4.3

4.4

5.1

existing and in good standing under the laws ofiginediction of its incorporation, with the reqitescorporat
power to own, operate and lease its propertied@ndrry on its business as now being condur

Authority for Agreement; Noncontravention .

4.2.1 Authority of Parent . Each of Parent and Federal has the corporaterpaneauthority to enter in
this Agreement and to consummate the transactionemplated hereby. The execution and deli
of this Agreement and the consummation of the &etngns contemplated hereby have been dul
validly authorized by the boards of directors ofdPé and Federal and no other corporate procee
on the part of Parent or Federal are necessaryutioodze the execution and delivery of -
Agreement and the consummation of the transactongsemplated hereby. This Agreement anc
other agreements contemplated hereby to be sign&aitent or Federal have been duly execute:
delivered by Parent and Federal, as the case magnbleconstitute valid and binding obligation:
Parent and Federal, as the case may be, enforagdilest Parent and Federal in accordance witr
terms, subject to the qualifications that enforceima the rights and remedies created hereby
thereby are subject to (a) bankruptcy, insolvemegrganization, fraudulent conveyance, morato
and other laws of general application affecting tights and remedies of creditors and (b) gel
principles of equity (regardless of whether enfareat is considered in a proceeding in equity
law).

4.2.2 No Conflict . Neither execution and delivery of this Agreemémyt Parent or Federal, nor -
performance by Parent or Federal of its obligatibaseunder, nor the consummation by Pare
Federal of the transactions contemplated herebly(a)ilconflict with or result in a violation of a
provision of the charter documents or lay¥s of either Parent or Federal, or (b) with othout the
giving of notice or the lapse of time, or both, flimh with, or result in any violation or breach, ajt
constitute a default under, or result in any righaccelerate or result in the creation of any, learg:
or encumbrance pursuant to, or right of terminatisrer, any provision of any note, mortgi
indenture, lease, instrument or other agreementmiBeconcession, grant, franchise, lice
judgment, order, decree, statute, ordinance, ruleegulation to which Parent, Federal or an
Parent's other Subsidiaries is a party or by wihich of them or any of their assets or properti
bound or which is applicable to any of them or afytheir assets or properties. No authoriza
consent or approval of, or filing with or notice, tany Governmental Entity is necessary for
execution and delivery of this Agreement by Pamnfederal or the consummation by Parel
Federal of the transactions contemplated herebgepmxfor such consents, authorizations, fili
approvals and registrations which if not obtainednade would not have a Parent Material Adv
Effect.

SEC Statements, Reports and Documents Parent has filed all required forms, reportsiesteents an
documents with the SEC since July 1, 1997. The wecus so filed by Parent and available in the g
records of the SEC include (a) its Annual Repont$-orm 10K for the fiscal years ended June 2000 and
30, 2001, respectively, (b) all other forms, reppstatements and documents filed or required tiddzeby it
with the SEC since July 1, 1997, and (c) all amesibs1and supplements to all such reports and ratst
statements filed by Parent with the SEC (the docusneeferred to in clauses (a), (b), and (c) béiageinafte
referred to as the "Parent Reports"). The cons@dldalance sheet of Parent and its subsidiaridara 3(
2001, including the notes thereto, is hereinakéerred to as the "Parent Balance Sheet." Parafitcintinue
to cause all required forms, reports, statementsdotuments to be filed with the SEC and to causé
filings to be true and complete in all materialpests, to and through Closing and the date thaNdte is pai
in full.

Absence of Material Adverse Changes Since the date of the Parent Balance Sheet, Plaaesmot suffere
any Parent Material Adverse Effect, nor has th@®uoed or arisen any event, condition or statéaofs o
any character that could reasonably be expectesktdt in a Parent Material Adverse Effe

ARTICLE 5
CONDUCT PRIOR TO THE CLOSING DATE

Conduct of Business of the Company Except as set forth on Schedule 5.1 hereto, lertwiee date of th
Agreement and the Closing Date or the date, if anywhich this Agreement is earlier terminated parg tc
its terms, the Company shall, except to the exteait Parent shall otherwise consent in writing saonser



not to be unreasonably withheld), (i) carry on lissiness in the usual, regular and ordinary coun
substantially the same manner as heretofore coedupty its debts and taxes when due subject td ot
disputes over such debts or taxes, pay or perfdh@r anaterial obligations when due, except whenesiithc
good faith disputes over such obligations, and alseommercially reasonable efforts consistent wits
practices and policies to preserve intact the Camyipapresent business organizations, keep availhle
services of its present officers and employees @egerve its relationships with customers, suppleanc
others having business relationships with it, te #nd that the Company's and each of its Subsd
goodwill and ongoing business be unimpaired aQlosing Date, and (i) promptly notify Parent ofyagven
or occurrence which will have or could reasonaldyekpected to have a Company Material Adverse Efiia
addition, between the date of this Agreement aedosing Date or the date, if any, on which thggeemer
is earlier terminated pursuant to its terms, then@any and each of its Subsidiaries shall not, exaspse
forth on Schedule 5.1 hereto or to the extent Baaent shall otherwise consent in writing (suchseom not t
be unreasonably withhelc

(@) amend its charter documents o-laws;

(b)  declare or pay any dividends or distributions o@ @ompany's outstanding shares of ce
stock nor purchase, redeem or otherwise acquirediesideration any shares of the Comps
capital stock or other securities except in acaocdawith agreements existing as of the
hereof;

(c) issue or sell any shares of its capital stock,cefeny stock split or otherwise change
capitalization as it exists on the date hereof,issue, grant, or sell any options, st
appreciation or purchase rights, warrants, coneersights or other rights, securities
commitments obligating it to issue or sell any skaof its capital stock, or any securitie:
obligations convertible into, or exercisable orlexageable for, any shares of its capital s
other than the issuance of shares of Company Com#tock pursuant to the conversi
exercise or exchange of securities therefore audstg as of the date hereof in accord:
with their terms

(d)  borrow or agree to borrow any funds or voluntariigur, or assume or become subjec
whether directly or by way of guaranty or otherwisey obligation or Liability, exce
obligations incurred in the ordinary course of bess consistent with past practic

(e) pay, discharge or satisfy any claim, obligationLability in excess of $25,000 (in any c
case) or $50,000 (in the aggregate), other tharp#lyenent, discharge or satisfaction in
ordinary course of business of obligations reflécbm or reserved against in the Comg
Balance Sheet, or incurred since the date of theagaoy Balance Sheet in the ordinary co
of business consistent with past practices or imeotion with this transactio

(H except as required by applicable law, adopt or ahmemany material respect, any agreeme
plan (including severance arrangements) for thefitenf its employees

(g) sell, mortgage, pledge or otherwise encumber quodis of any of its assets which are mat
individually or in the aggregate, to the businesSthe Company, except in the ordinary co!
of business consistent with past practi

(h) acquire by merging or consolidating with, or by ghasing any equity interest in or a mate
portion of the assets of, any business or any catjpm, partnership interest, associatiol
other business organization or division thereof,otiterwise acquire any assets which
material, individually or in the aggregate, to thesiness of the Company, except in
ordinary course of business consistent with pasttyes;

(1) increase the following amounts payable or to becqagable: (i) the salary of any of
directors or officers, other than increases indtt@nary course of business consistent with
practices and not exceeding, in any case, fivegmer(c%) of the director's or officer's sal
on the date hereof, (i) any other compensationtofdirectors or officers, including a
increase in benefits under any bonus, insurancesi@e or other benefit plan made for or v
any of those persons, other than increases thgiravéded in the ordinary course of busir
consistent with past practices to broad categafiesnployees and do not discriminate in fe
of the aforementioned persons, and (iii) the corspBon of any of its other employe



5.2

6.1

consultants or agents except in the ordinary coafrbeisiness consistent with past practi

() dispose of, permit to lapse, or otherwise fail tesgrve the rights of the Company to use
Company Proprietary Rights or enter into any seiglet regarding the breach or infringen
of, any Company Proprietary Rights, or modify amjstng rights with respect thereto, ot
than in the ordinary course of business consistati past practices, and other than any
disposal, lapse, failure, settlement or modifiaatibat does not have and could not reasol
be expected to have a Company Material AdversecE

(k) sell, or grant any right to exclusive use of, alaay part of the Company Proprietary Rigl

() enter into any contract or commitment or take aifneaction that is not in the ordinary cot
of its business or could reasonably be expectdtht® an adverse impact on the transac
contemplated hereunder or that would have or coaklsonably be expected to hav
Company Material Adverse Effec

(m) amend in any material respect any agreement tonthiee Company is a party the amendr
of which will have or could reasonably be expectechave a Company Material Adve
Effect;

(n)  waive, release, transfer or permit to lapse anynclar right (i) that has a value, or invol
payment or receipt by it, of more than $25,000iQrtlte waiver, release, transfer or laps
which would have or could reasonably be expectetiave a Company Material Adve
Effect;

(o) take any action that would materially decreasedbmpany's Net Asset

(p) make any change in any method of accounting oruwtowy practice other than chan
required to be made in order that the Company&ntiral statements comply with GAAP;

() agree, whether in writing or otherwise, to take aotfon described in this Section £

Conduct of Business of Parent Between the date of this Agreement and the CipBiate or the date, if ar
on which this Agreement is earlier terminated parguo its terms, Parent and Federal shall noggxo th
extent that the Company shall otherwise consentiting (which consent is not to be unreasonablhineld)
take any action that would materially impair Fedlsrability to pay the aggregate Purchase Pricettoerwise
to perform its obligations under this Agreementrtker, between the date of this Agreement and tbsil@
Date or the date, if any, on which this Agreemergarlier terminated pursuant to its terms, PaaadtFeder:
shall, except to the extent that the Company sbéerwise consent in writing (such consent not ¢
unreasonably withheld) promptly notify the Compamd the Stockholders of any event or occurrenceh
will have or could reasonably be expected to hawvadverse effect on the ability of Federal and Rtatiee pa
the aggregate Purchase Price and otherwise torpetif@ir respective obligations hereunc

ARTICLE 6
ADDITIONAL AGREEMENTS

Exclusivity . From and after the date of this Agreement uh#l ¢arlier of the Closing Date or the terming
of this Agreement in accordance with Article 9 lodydout in any event at least ninety (90) daysratte dat
of the Letter of Intent, neither the Company noe tBtockholders will, directly or indirectly, throgts
respective affiliates, agents, officers and direstairectly or indirectly, solicit, initiate, oragticipate i
discussions or negotiations or otherwise coopeiratany way with, or provide any information to,
corporation, partnership, person, or other entitgroup concerning any tender offer, exchange pffeargel
business combination, sale of substantial ass#tso$ shares of capital stock, or similar trangsacinvolving
the Company (all such transactions being referoedetrein as "Acquisition Proposals"). Notwithstardihe
foregoing, the Company may furnish information anming its business, properties, or assets to atet atc
negotiations with a corporation, partnership, peyso other entity or group, if the party receiassunsolicite
Acquisition Proposal and outside counsel to the Gamy advises the Company's board of directors iting
that the board's fiduciary responsibilities undpplecable law require that such information be pied o
negotiations be held with the person presentingAbguisition Proposal in order to avoid a breachsott
fiduciary responsibilities. Notwithstanding the égoing, in the event that the Company at any tiftex ¢he
date of the Letter of Intent and before the eaniethe Closing Date or the termination of this égment i
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6.3

accordance with Article 9 hereof, accepts an Aatjars Proposal from any person or entity other tRamen!
or the board of directors of the Company fails,day reason, to authorize the entering into thiss&ment an
the consummation of the transactions contemplatectby, or the board of directors of the Comy
withdraws or modifies such authorization, the Pasérll be entitled, providing that Parent is moaimaterie
breach of any of its obligations hereunder, upomated submitted in a form of a notice to the Compé@hg
"Demand Notice") to the payment of the sum of $280, The Company shall make such payment withi
(10) days of the receipt of the Demand Notice hm event that the board of directors of Parens f&ilr reaso
other than (i) Company Material Adverse Effect by Parent reasonably believes that one or mor¢he
conditions set forth in Section 7.2 will not beisid at the time for Closing, to authorize théeeimg into thi
Agreement and the consummation of the transacttmmgemplated hereby or withdraws or modifies,
reason other than Company Material Adverse Effsath authorization, the Company shall be ent
providing that neither the Company nor the Stocted are in a default under or in a breach of anyigior
hereof, upon demand submitted in a form of a Demidntice to Parent, to the payment of the sur
$250,000

Expenses.

6.2.1 General . Except as provided in this Section 6.2, eachypaereto shall be responsible for its ¢
costs and expenses in connection with the Tramsgcincluding fees and disbursements
consultants, investment bankers and other finaradalsors, counsel and accountants ("Expen:
Subject to 6.2.3 and 6.2.4, the Company shall &k&xpenses of the ESOP fairness opin

6.2.2 Updata Capital Fees. At the Closing, Federal shall pay $372,430 to &tpdCapital, Inc. whic
amount shall be deducted from the First Paymentaltiee Stockholders at the Closi

6.2.3 Covered Expenses If the Net Assets of the Company at the Closirgeed $15,000,000, whi
minimally shall include $4.7 million in cash asseasy Expenses incurred by the Company o
Stockholders shall be paid out of such exc

6.2.4 Environmental Insurance Premium . At Closing Woods and Barry shall pay up to $168,
representing or-half the premium for an environmental risk poli

6.2.5 Uncovered Expenses If the Net Assets of the Company at the Closioghdt exceed $15,000,0!
which minimally shall include $4.7 million in casissets, or exceed $15,000,000 by an amount"
is not sufficient to cover all Expenses incurredifotyy Company or Stockholders, the Company an
Stockholders shall ensure that any Expenses naredvrom such excess pursuant to Section
are paid at or before the Closing from the aggeedairchase Price so that such excess exf
incurred by the Company or Stockholders do notinaetto be or do not become the liability of
Company after the Closin

Indemnification . ESOP shall not be subject to any indemnificatibhgations under this Section 6.3. Suk
to the terms of this Section 6.3, from and after @osing Date, Parent, Federal, the Company, Sabkidiar
or Affiliate of Parent and their respective dirastoofficers, employees, Affiliates, representaijveuccess
and assigns (collectively "Parent Indemnified Ratf shall be entitled to payment and reimburserfremt
Woods and Barry (collectively the "Parent Indemimfy Parties") of the amount of Loss suffered, imedro
paid by any Parent Indemnified Party (subject tbseation 6.3.4), by reason of, in whole or in party
misrepresentation or inaccuracy in, or breach oy, r@presentation or warranty made by the Compariiis
Agreement or any Exhibits or Schedules hereto erctrtificates delivered pursuant to this Agreentest!
such representation or warranty would read as)iim@de by such Parent Indemnifying Party, and &
qualifications as to Knowledge of the Company cor@d in any such representation or warranty arertaiic
account. Subject to the terms of this Section @fhfand after the Closing Date, each Stockholddtectively
"Seller Indemnified Parties") shall be entitiled payment and reimbursement from Parent, Federah
subsidiary or Affiliate of Parent, and their resjpez successors and assigns (collectively the &t
Indemnifying Parties") of the amount of Loss sufibrincurred or paid by any Seller Indemnified Pdny
reason of, in whole or in part, (i) any misrepréagon or inaccuracy in, or breach of any, représé@n ol
warranty contained in Section 4.2 hereof, in thdifteate delivered pursuant to subsection 7.3rlinoany
closing document to be delivered to Company pursieasubsection 7.3.4 any suits, claims, or caagestior
made by shareholders of Parent, unless the basiangfsuch suit, claim, or cause of action w:
misrepresentation or inaccuracy or a breach ofrapgesentation made by the Company in this Agregénoe
any Exhibits or Schedules hereto or the certifeakelivered pursuant to this Agreeme



6.3.1

6.3.2

6.3.3

6.3.4

Stockholder Representative. The Stockholder Representative, with full and ualdied power t
delegate to one or more Persons the authority gglanthim hereunder, shall have an authc

(&) to receive and to accept on behalf of each Stoddnany notice from any person claimini
be an Indemnified Party given in accordance withtdrms of this Section 6.3 (and any nc
given to the Stockholder Representative shall bem#el to have been given to e
Stockholder)

(b) to give on behalf of each Stockholder any noticepresentation, demand, or of
communication that it may be necessary, desiralrletherwise appropriate to give to se«
and to preserve for each Stockholder the benefingfpolicy or policies of insurance, sur
indemnification, or other reimbursement for any amtofor which the Stockholder may
liable directly or indirectly under this Agreeméfindemnification Insurance"

(c) to cooperate with any and all Indemnified Parties irtvestigate, negotiate, settle,
compromise any claim of any Indemnified Party asseunder this Agreement, and to exe
on behalf of any Stockholder any agreement, inséntmor other document that, in the
discretion of the Stockholder Representative, sessary, desirable, or otherwise approp
to effect any such settlement or comprom

provided, howeve, that the Stockholder Representative shall havdiatdity or obligation to an
Indemnified Party otherwise than and to the extenindividual liability as a Stockholde

Claims for Indemnification . Upon obtaining knowledge of any facts, claim en@nd which he
given rise to, or could reasonably give rise tolaam for indemnification hereunder (referred todie
as an "Indemnification Claim"), the Indemnified §ashall promptly give written notice of such fa
claim or demand ("Notice of Claim") to the partyorft whom indemnification is sought (i
"Indemnifying Party"). So long as the Notice of i@ias given by the Indemnified Party in the Cla
Period specified in Section 6.3.6, no failure diagidy the Indemnified Party in the giving of a ite
of Claim shall reduce or otherwise affect the Inddmad Party's right to indemnification except te
extent that the Indemnifying Party has been prepdithereby

Defense by Indemnifying Party. In the event of a claim or demand asserted Iyrd party (a "Thir
Party Claim"), the Indemnifying Party acting thréughe Indemnification Representative,
applicable, shall have the right, but not the ddiign, exercisable by written notice to the Indefied
Party within 10 days of the date of the Notice ¢di@ concerning the commencement or asserti
any Third Party Claim, to assume in the defenssuch Third Party Claim. If the Indemnifying Pe
gives such notice of intent to defend, the Indeyng Party shall assume the defense there
follows: (i) the Indemnifying Party will defend tHademnified Party against the matter with cou
compensated by and chosen by IndemnifylParty, which choice of counsel is subject to
reasonable satisfaction of Indemnified Party;ttig Indemnified Party may retain separatecoanse
at the sole cost and expense of Indemnified Péifythe Indemnified Party will not consent to -
entry of any judgment or enter into any settlemaith respect to the matter without the wri
consent of the Indemnifying Party; and (iv) thednthifying Party will not consent to the entry ofy
judgment with respect to the mattrer, or enter iy settlement that does not include a prov
whereby the plaintiff or claimant in the mattere@tes the Indemnified Party from all liability v
respect thereto, without the written consent of ltdeemnified Party. If, however, no Indemnify
Party notifies the Indemnified Party within 10 dagfser Indemnified Party has given notice of
matter, that the Indemnifying Party is assumingdb&nse thereof, then the Indemnified Party
defend against, or enter into any settlement va#pect to the matter. The Indemnified Party shat
settle such Third Party Claim without the prior ttamn consent of the Indemnifying Party, w
consent shall not be unreasonably withheld or delz

Limitation on Liability for Indemnity . The Indemnified Parties shall not be entitlec
indemnification pursuant to this Section 6.5 urthie aggregate amount of all losses, expe
liabilities and other damages suffered by the Iniied Parties exceeds $250,000 (incluc
attorney's fees and expenses incurred in conneitteewith) (the "Indemnity Basket") whereupon
Indemnified Parties shall be entitled to indemmifion hereunder for the aggregate amount of
such losses, expenses, liabilities and other dasnagéfered by the Indemnified Parties or
Indemnified Party, including $125,000 of the IndaétyniBasket of $250,000. Any payments mad



6.4

6.3.5

6.3.6

costs incurred by Parent and Federal in excesheofCompany's reserve of $25,000 relating tc
wrongful termination claim of Michael Lynch appeagion Schedule 3.9 shall be paid by Woods
Barry without regard to the Indemnity Basket. Timeldmnity Basket shall be determined witk
regard to any materiality qualification containadany representation or warranty. ESOP shall n
subject to any indemnification obligations undeis tBection 6.3 The liability of any Stockhold
other than ESOP, with respect to any claim under Siection 6.3 shall be calculated apra rata
portion of the amount of the claim equal to thecti@ a numerator of which shall be the numbe
Shares held by such Stockholder on the Closing @atk the denominator of which shall be
number of Shares held by all Stockholders, othen tBSOP, on the Closing Date; and the aggrt
liability of any Stockholder, other than ESOP, untiés Section 6.3 shall not in any event excee
aggregate Purchase Price to which that Stockhdddentitled pursuant to Section 2.2. Providing
Indemnification Claim is made on or before thetfmaniversary of the Closing Date, the aggre
liability of all the Stockholders, other than ESQ#, indemnification under this Section 6.3 shait
exceed $15,000,000. Providing the Indemnificatidair@ is made after the first anniversary of
Closing Date, the aggregate liability of all theo@tholders, other than ESOP, for indemnifica
under this Section 6.3 shall not exceed $10,000l@89 any Indemnification Claim made prior to
first anniversary of the Closing Date. Providedt tharent and Federal are not otherwise in defdi
their obligations under Section 2.2 above, Paradtfeederal shall be entitled to deduct the amoti
indemnification to which the Indemnified Party istided under this Section 6.3, providing suchml
is made within eighteen months after the ClosingeDand provided further that such claim is
disputed and the amount has been finally determifiech any amounts owing to the Stockholc
pursuant to Section 2.

Claims Period . Any claim for indemnification under this Sectiéi3 must be asserted by writ
notice on or before the date that is 24 months #iteClosing Date

SAP Indemnification . Parent and Federal agree to hold the Stockholdaraless and to indemn
them against all claims, liabilities, costs and enges of any nature incurred by them as a res
claim, action or proceeding against them alleging &ability, responsibility or obligation und
Section 13 of the Asset Purchase Agreement datedada 15, 2001 ("SAP Purchase Agreeme
after the Closing Date. Without limiting the gergyeof the forgoing and in addition to the foreggi
Parent and Federal agree to hold the Stockholdmmsless and indemnify them against all cla
liabilities, costs and expenses of any nature mecuby them and accruing after the Closing Date
resulting from Parent's or Federal's breach or(gmestrictive covenants (including covenants ta
compete) running in SAP's favor; (ii) failure torf@m under any covenant (including any coven
to perform or make collections on behalf of SAR)d iii) representation or warranty as to wt
Parent or Federal shall assume control for compéighereof. Woods and Barry agree to hold P
and Federal harmless and to indemnify them agalhsfaims, liabilities, costs and expenses of
nature incurred by them as a result of claim, actio proceeding against them alleging any liah
responsibility or obligation under Section 13 o& tBAP Purchase Agreement and accruing ¢
before the Closing Date. Without limiting the gealdy of the foregoing and in addition to -
foregoing, Woods and Barry agree to hold the Paaedt Federal harmless and to indemnify t
against all claims, liabilities, costs and expensieany nature incurred by them and accruing ¢
before the Closing Date and resulting from the Camyfs breach of any (i) restrictive coven:
(including covenants not to compete) running in SARwor; (ii) failure to perform under a
covenant (including any covenant to perform or malkdlections on behalf of SAP; and (
representation or warranty as to which Companyrasducontrol for compliance there:

Access and Information. The Company shall afford to Parent and to a m&se number of its officel
employees, accountants, counsel and other autdorgeesentatives full and complete access, updmo#k
advance telephone notice, during regular businesssh throughout the period prior to the earliertlod
Closing Date or the termination of this Agreemeuntspant to its terms, to its offices, propertiesohs ani
records and those of its Subsidiaries, and shall nemsonable efforts to cause its representatine
independent public accountants to furnish to Paseich additional financial and operating data atitel
information as to its business, customers, vendatk properties and those of its Subsidiaries asnPana’
from time to time reasonably request. Notwithstagdihe foregoing, all visits to any Company offiegl be
coordinated and conducted so as to not be disteipti the operations of the Company and to prestres
confidentiality of the transactions contemplatedebg. In addition, with the prior consent of thengmany



6.5

6.6

6.7

6.8

6.9

Parent and Federal shall be permitted to meet thghCompany's significant customers, including Ana
Management Systems and EIL

Public Disclosure. Except as otherwise required by law, any pressase or other public disclosure
information regarding the proposed transactionlisiag the negotiations with respect to the Tratisacanc
the terms and existence of this Agreement) shatldweloped by Parent, subject to the Company'swevi he
Company, the Stockholders and Parent agree thhtpeaty's nordisclosure obligations contained in Sec
7, paragraph H. of the Letter of Intent shall remiaifull force and effect in accordance with tleems therec
and hereof

No Solicitation of Employees. Parent and Federal agree that between the datdsoAgreement and t
Closing Date or the date two years after the dassy, on which this Agreement is earlier termetpursuatr
to its terms, whichever period is longer, neithardat, Federal, nor any Affiliate shall solicitduce or recru
any of the employees or consultants who providestrgices to the Company on the date hereof ande
names appear on the Employee List or are othempv®aded to Federal in writing before the Closingt®, o
within five (5) business days of any terminatiorttof Agreement to leave their employment, otheswisan i
the course of engaging in general advertisemensolaritations not directed specially to such emypkes o
consultantsprovided, howevertthat nothing in this Section 6.6 shall prohibit &#rand Federal from maki
general employment solicitations in the media ardhe internet and hiring any person who respoodsicl
general solicitation

Further Assurances.

6.7.1 Generally . Subject to terms and conditions herein providadi ta the fiduciary duties of the boarc
directors and officers or representatives of anyypaach of the parties agrees to use its comuby
reasonable efforts to take, or cause to be takeaction and to do, or cause to be done, all t
necessary, proper or advisable under applicables lamd regulations to consummate and r
effective this Agreement and the transactions coptated hereby. In case at any time any fu
action, including, without limitation, the obtaigjnof waivers and consents under any agreen
material contracts or leases and the executiondahiglery of any licenses or sublicenses for
software, is necessary, proper or advisable toycaut the purposes of this Agreement, the pr
officers and directors or representatives of eaattypto this Agreement are hereby directed
authorized to use their reasonable best efforgdfeztuate all required actio

6.7.2 Novation of the Material Contracts. Each party agrees to use its best reasonableseftoeffect th
novation of each Material Contract that may requaimgation under its terms or under applicable
or regulations, and further agrees to provide aflutnentation necessary to effect each such noy
including, without limitation, all instruments, ¢dications, requests, legal opinions, audited fiicial
statements, and other documents required by Padf &2&deral Acquisition Regulation to effec
novation of any contract with the Government of thated States. In particular and without limit
the generality of the foregoing, the Company sbatitinue to communicate with responsible offi
of the Government of the United States from timéintte as may be appropriate and permissibl
request speedy action on any and all requestsoftsent to novation. Neither the Company nor
Stockholder makes any representation or warramiyahy such novation will in fact be obtain

6.7.3 Termination of ESOP. Exhibit C hereto contains the post closing treatnednthe ESOP that tl
Company, Parent, and Federal shall follow, sulifeetdvice of counsel and other advisors. Parer
Federal covenant to follow such plan unless thel®tolder Representative consents in writing to
such proposed deviation, which consent shall natrtveasonably withheld, conditioned or delay

Directors and Officers Insurance. Federal agrees that it shall continue to prowdddirectors and office
liability insurance to the persons acting as doectand officers of the Company on the date hesadfon th
Closing Date and through 60 months thereaftehénamounts and on the terms substantially the sesntle
terms and amounts of the directors and officensilitg insurance policy of the Company in effect tre
Closing Date; provided, however, that the totalt aighe first 24 months of such insurance shatl excee
$15,000 per annum and the additional cost of $BEL3bshall be borne by Woods and Ba

Collection of Receivables.

6.9.1 Parent and Federal will use commercially reasonafflerts to collect all Company receivables
accordance with the collection practices that ttodlpw with respect to their own accounts receie



6.10

7.1

7.2

or in accordance with the past practice of the CamgpThe Parent Indemnified Parties, shall, iflE
permitted hereunder, first offset indemnificatidaims made with respect to Loss resulting from
breach of warranty under Section 3.15.2 againstuamsoowed Woods and Barry under the Se
Payment to the extent of such Loss, on the dateS#mond Payment is due. To the extent
employees of the Company who were responsible dbeations before the Closing continue tc
employed by the Company, by Parent, or by FeddPakent and Federal will continue tt
responsibility for collections for a period of resk than six months. In the event that Parent deria
collects an unrecoverable receivable after recagesuch unrecoverable receivable from Wooc
Barry, Parent or Federal shall remit such collec@onounts, pro rata, to Woods and Barry. Ir
event that an uncollectable receivable is a comialareceivable, Parent and Federal shall assigh
receivable to Wood:

6.9.2 Atfter Closing Parent or Federal shall provide todd®, on a monthly basis for a period of six mol
a report showing the status of the outstanding gagihthe accounts receivables that finally v
reported by the Company to Parent and Federal the @@losing

6.9.3 Upon seeking payment for an uncollectable receevéitim Woods or Barry, Parent or Federal ¢
provide to Woods or Barry information relating hetreceivable and Federal's collection effort ah
receivable. Woods or Barry may contact Luther BEIRCI Director of Cash Management, o
designated successor regarding CACI collectionrisfiof Company accounts receivat

Closing Date Balance SheetOn or before a date sixty (60) days following @lesing Date, Parent, Fede
Stockholders and the Company shall prepare anduexgaintly a Closing Date Balance Sheet which I
reflect the parties agreement as to a final calicuieof the value of the Company's Net Assets, &gk o
Selected Assets and the Value of the Insuranceiés

ARTICLE 7
CONDITIONS PRECEDENT

Conditions Precedent to the Obligations of Each P&y . The obligations of the parties hereto to effée
Transaction shall be subject to the fulfilmentoatprior to the Closing of the following conditignany o
which conditions may be waived in writing prior @osing by the party for whose benefit such conoditis
imposed:

7.1.1 No lllegality . There shall not have been any action taken, anstatute, rule or regulation shall h
been enacted, by any state, federal or other @nuuforeign) government agency since the da
this Agreement that would prohibit or materiallystrict the Transaction or any other mate
transaction contemplated here

7.1.2 Government Consents All filings with and notifications to, and all ppovals and authorizations
third parties (including, without limitation, Govenental Entities) required for the consummatio
the Transaction and the other material transactcmmemplated hereby shall have been max
obtained and all such approvals and authorizatimained shall be effective and shall not have
suspended, revoked or stayed by action of any Gowental Entity

7.1.3 No Injunction . No injunction or restraining or other order issuxy a court of competent jurisdicti
that prohibits or materially restricts the consurtioraof the Transaction contemplated hereby sle
in effect (each party agreeing to use all reasena&florts to have any injunction or other ol
immediately lifted), and no action or proceedinglshave been commenced or threatened in w
seeking any injunction or restraining or other ortheat seeks to prohibit, restrain, invalidate el
aside consummation of the transactions contemplsesby.

Conditions Precedent to Obligation of Parent and Feeral to Consummate the Transaction. The
obligation of Parent and Federal to consummatd thasaction shall be subject to the fulfillmenbaprior tc
the Closing of the following additional conditioramy of which conditions may be waived in writing Baren
or Federal prior to Closing

7.2.1 Representations and Warranties. The representations and warranties of the Compantained i
this Agreement shall be true and correct in allanat respects on and as of the Closing Date, ¢
for changes contemplated by this Agreement andpexite those representations and warra



7.3

71.2.2

7.2.3

7.2.4

7.2.5

7.2.6

71.2.7
7.2.8

7.2.9

7.2.10

7.2.11

which address matters only as of a particular lakech shall remain true and correct as of sucke)
with the same force and effect as if made on andf &ise Closing Date, except in all such cases
such breaches, inaccuracies or omissions of suymegentations and warranties which have ne
had nor reasonably would be expected to have a @oynglaterial Adverse Effect; and the Compi
Woods and Barry shall have delivered to Parentridficate to that effect, dated the Closing Date
signed on behalf of the Company by the Presidedt@mef Financial Officer of the Company :
signed by Woods and Barry in their capacity as i8tolders.

Agreements and Covenants The Company shall have performed in all mataeapects all of i
agreements and covenants set forth herein thateqeéred to be performed at or prior to the Clo
Date; and the Company and Woods and Barry sha# Halivered to Parent a certificate to that ef
dated as of the Closing Date and signed on beHlathe Company by the President and C
Financial Officer of the Company and signed by W&add Barry in their capacity as Stockhold

Legal Opinion . Parent and Federal shall have received an opim@n Holland & Knight LLP
counsel to the Company, in substantially the fottached hereto as Exhibit D here

Closing Documents. The Company and the Stockholders shall have efeld/to Parent the Compe
closing certificate described hereafter in thisagaaph and such closing documents as the Pardr
reasonably request (other than additional opinadrsounsel). The Company closing certificate, d
as of the Closing Date, duly executed by the Compasecretary, shall certify as to (i) the sigi
authority, incumbency and specimen signature of slgmatories of this Agreement and o
documents signed on behalf of the Company in cdroreberewith, (ii) the resolutions adopted by
board of directors of the Company authorizing appraving the execution, delivery and performe
of this Agreement and the other documents exeaatednnection herewith and the consummatic
the transactions contemplated hereby and thereby state that such resolutions have not
modified, amended, revoked or rescinded and remdull force and effect, and (iii) the certificatd
incorporation and t-laws of the Company

Third Party Consents. All third party consents or approvals listed rh&8dule 7.2.5 hereto shall hi
been obtained by the Company and shall be effeaiidkshall not have been suspended, revoki
stayed by action of any such third pa

Diligence Review. Parent and its accountants and attorneys shak ltanducted a diligen
investigation of all maters related to the busineflsthe Company deemed relevant by Parent
accountants and attorneys to such diligence imyas®bn, and the results of such dilige
investigation shall have been satisfactory to Ra

Employment Agreements. Intentionally left blank

Non-Compete, Non-Solicitation and Non-Disturbance greements. The Company shall ha
entered into written non-compete, non-solicitatiamd nondisturbance agreements with eact
Woods and Barry in a form and substance satisfatbolParent

ESOP Valuation. The Company and/or ESOP shall have obtained alinkeded to Parent an ES
fairness opinion containing a current enterprideatéon by September 25, 2001, and the indepe
appraiser delivering such fairness opinion shalehasued a letter to the ESOP updating its ops
to the Closing Date

Material Adverse Effect. Since the date of this Agreement, the Companit sbahave suffered
Company Material Adverse Effec

Net Assets. The Company shall at the Closing Date have Neefssas shown on the Closing [
Balance Sheet of at least $15,000,000;which midynsdall include $4.7 million in cash assets.
the purposes of calculating the value of the Neteds under this Section 7.2.10, the Net Assets
not include Selected Assets (as defined in Secli@y7) and Value of the Insurance Policies
defined in Section 7.3.8

Conditions to Obligations of the Company and the Stckholders to Consummate the Transaction The
obligation of the Company and the Stockholders aasammate the Transaction shall be subject t
fulfillment at or prior to the Closing of the folng additional conditions, any of which may be ve ir
writing by the Company or the Stockholder Represtare prior to Closing



7.3.1

71.3.2

7.3.3

7.3.4

7.3.5

7.3.6

7.3.7

7.3.8

7.3.9

7.3.10

Representations and Warranties. The representations and warranties of Parent Fedkre
contained in this Agreement shall be true and cbiireall material respects on and as of the Cly
Date, except for changes contemplated by this Ageed and except for those representations
warranties which address matters only as of aquéati date (which shall remain true and correatf
such date), with the same force and effect as deman and as of the Closing Date, except in ak
cases, for such breaches, inaccuracies or omissfaech representations and warranties which
neither had nor reasonably would be expected te laaParent Material Adverse Effect; and Pe
shall have delivered to the Company a certificatehtat effect, dated the date of the Closing
signed on behalf of Parent by the President andfCmnancial Officer of Paren

Agreements and Covenants Parent and Federal shall have performed in alena respects all «
their agreements and covenants set forth hereinatlearequired to be performed at or prior to
Closing Date; and Parent shall have delivered ¢oGbmpany a certificate to that effect, dated
the Closing Date and signed on behalf of ParenhéyPresident and Chief Financial Officer of Pal

Legal Opinion . The Company shall have received an opinion fraste\s Hoag & Eliot LLP, i
substantially the form attached hereto as Exhib

Closing Documents. Parent and Federal shall have delivered to thapgaay closing certificates
Parent and Federal and such other closing docunasritsee Company shall reasonably request (
than additional opinions of counsel). Each of tlwsiag certificates of Parent and Federal, dateolf
the Closing Date, duly executed by the secretalasént and Federal, respectively, shall certifto
() the signing authority, incumbency and speciragmature of the signatories of this Agreement
other documents signed on behalf of Parent andr&kegeconnection herewith, (ii) the resolutic
adopted by the board of directors of the Parentfatkral authorizing and approving the execu
delivery and performance of this Agreement andatier documents executed in connection here
and the consummation of the transactions contesplaereby and thereby and state that
resolutions have not been modified, amended, rel’okeescinded and remain in full force and ef
and (iii) the Certificate of Incorporation and RBgws of the Parent and Certificate of Incorpore
and By-Laws Federal

Material Adverse Effect . Since the date of this Agreement, Parent shalhawe suffered a Part
Material Adverse Effec

Payment of Purchase Price The Parent shall have tendered the aggregatd@aadrice pursuant
the provisions of Section 2.2.2 here

Transfer of the Assets. At the Closing the Company shall transfer to Wsddee of consideratic
the ownership of certain assets and equipmenteoCthmpany listed on Schedule 7.3.7, providing
remaining book value of such assets and equipntetiteaClosing does not exceed $125,000 ir
aggregate (the "Selected Assets").The Company shalfer the Selected Assets to Woods and |
to be then held by them in proportion set fortlsohedule 7.3.7. For avoidance of any doubt, thee
of the Selected Assets and the transfer thereoérutiis Section 7.3.7 has no effect on the Purc
Price payable to the Stockholders under Sectiomrof.

Transfer of the Insurance Policies. At the Closing the Company shall assign to Woaad Barn
and Russell Boalick, at no cost, certain insurgmalecies listed on Schedule 7.3.8. For avoidanc
any doubt, the value of the insurance policiesthedassignment thereof under this Section 7.3€
"Value of the Insurance Policies"”) has no effecttib@ Purchase Price payable to the Stockhc
under Section 2.2 hereof. Upon completion of th&igamsnent under this Section 7.3.8 neither
Company nor Parent or Federal will have any olligato make any payments or contributions ¢
take any other action in connection with such pe

Evidence of D&O Insurance. Parent and Federal shall have tendered eviddrtbe acontinuation ¢
the Directors & Officers Insurance as required bgti®n 6.8 hereo

Release of IndebtednessWoods and Barry shall have been released fromcanyinuing person
liability on any debt, lease, or similar obligatsoof the Company or its Subsidia

ARTICLE 8
SURVIVAL OF REPRESENTATIONS



8.1

8.2

9.1

The Company's Representations. All representations and warranties made by thengamy and tr
Stockholders in this Agreement, or any certificateother writing delivered by the Company or anyits
Affiliates pursuant hereto or in connection herévghall survive the Closing and any investigatibargy time
made by or on behalf of Parent and shall termioatehe date which is 24 months after the Closinge
(except that Indemnified Party claims pending ochsdate continue until resolved). The covenantsara,
the Company or the Stockholders in this Agreementrty certificate or other writing delivered by
Company or any of its Affiliates pursuant heretaroconnection herewith shall survive the Closimgl @ny
investigation at any time made by or on behalf axfefat.

Parent's Representations All representations and warranties made by ParedtFederal in this Agreem
or any certificate or other writing delivered byr&at, Federal or any of their respective Affiliaj@srsuar
hereto or in connection herewith shall survive @lesing and any investigation at any time made byn
behalf of the Company and shall terminate on the dden all amounts due under the Note were paidlii
(except that Company claims pending on such da# sbntinue until resolved). The covenants maddha
Parent in this Agreement or any certificate or othigting delivered by the Parent, Federal andrthespectiv
Affiliates pursuant hereto or in connection herévghall survive the Closing and any investigatibarg time
made by or on behalf of the Compa

ARTICLE 9
OTHER PROVISIONS

Termination Events . This Agreement may be terminated and the Traissaabandoned at any time priol
the Closing Date, provided however that upon arghdermination the surviving obligations of the tits
under the Letter of Intent, including the obligatoof confidentiality and noselicitation, shall continue in ft
force and effect in accordance with the terms efltbtter of Intent

(@) by mutual written consent of Parent and the Comp

(b) by Parent if there has been a breach of any reqas®, warranty, covenant or agreen
contained in this Agreement on the part of the Camypor the Stockholders and such bre
has not been cured within ten business days afidemw notice to the Company (provided,
neither Parent nor Federal is in material breacthefterms of this Agreement, and provi
further, that no cure period shall be requiredadireach which by its nature cannot be ct
such that the conditions set forth in Section 7&.B5ection 7.2.2 hereof, as the case ma
will not be satisfied

(c) by Parent, if the Company, its board of direstor the Stockholders shall have)(withdrawn
modified or amended in any material respect theayab of this Agreement or the transacti
contemplated herein, or i{ ) taken any public position inconsistent with itgpeoval o
recommendation, including, without limitation, hagifailed (without the consent of Pare
after a reasonable period of time to reject orgpsave any Acquisition Proposal (or afte
reasonable period of time to recommend to its $twdders such rejection or disapproval),
in that event the Company shall pay to Parent theuat pursuant to Section 6

(d) by the Company if there has been a breach of apyesentation, warranty, covenant
agreement contained in this Agreement on the gdacent or Federal and such breach ha
been cured within ten business days after writtgice to Parent (provided, that the Comg.
is not in material breach of the terms of this Agnent, and provided further, that no «
period shall be required for a breach which byngure cannot be cured) such that
conditions set forth in Section 7.3.1 or SectioB.Z .hereof, as the case may be, will nc
satisfied,;

(e) by the Company, if the Company accepts an Acqarsifroposal for any reason, incluc
pursuant to a goofthith determination by its Board of Directors, aftensulting with counse
that not to accept the Acquisition Proposal wouldstitute a breach of the Directors' fiduc
duty under VC;provided, howeverthat in that event the Company shall pay to Patlee
amount pursuant to Section 6

(H by the Company, if Parent or Federal or the Bodr®icectors of either makes any pul
statement or notifies the Company to the effect ¢fither Parent or Federal does not inter



9.2

9.3

(9)

(h)

consummate the stock purchases contemplated byAgmeement substantially as provide:
this Agreement, and in that event the Company dielentitled to the payment providec
Section 6.1, subject to the terms and conditioatedtin that sectior

by any party hereto if: (i) there shall be @afi nonappealable order of a federal or state ¢
in effect preventing consummation of the Transagt{(a) there shall be any final action tak
or any statute, rule, regulation or order enagbedimulgated or issued or deemed applicak
the Transaction by any Governmental Entity whichuldomake consummation of 1
Transaction illegal or which would prohibit Parentr Federal's ownership or operation o
or a material portion of the stock or assets of @menpany, or compel Parent or Feder:
dispose of or hold separate all or a material portif the business or assets of the Compa
Parent or Federal as a result of the Transactic

by any party hereto if the Transaction shall natehbeen consummated by December 1, -
provided that the right to terminate this Agreemanter this Section 9.1(g) shall not
available to any party whose failure to fulfill amaterial obligation under this Agreement
been the cause of, or resulted in, the failurdefGlosing Date to occur on or before such «

Notices. All notices and other communications hereundedldte in writing and shall be deemed give
delivered by hand sent via a reputable nationwiolgrier service or mailed by registered or certifredil
(return receipt requested) to the parties at tHeviing addresses (or at such other address farty s sha
be specified by like notice) and shall be deemeérgion the date on which so haselivered or on the thi
business day following the date on which so mailegent:

To Parent and Feders:

CACI International Inc

1100 North Glebe Road

Arlington, VA 22201

Attention: Dr. J. P. London, Chairm:

with copies to

Jeffrey P. Elefante

Executive Vice President, General Counsel and &agre
CACI International Inc

1100 North Glebe Road

Arlington, VA 22201

David W. Walker, Esq.
Foley, Hoag & Eliot LLP
One Post Office Square
Boston, MA 0210¢

To the Compan:

Digital Systems International Corporation
4301 North Fairfax Drive, Suite 725
Arlington, VA 22203

Attention: Willie E. Woods, Preside

with copies to

James M. Lewis, Esq.

Holland & Knight LLP

1600 Tysons Boulevard, Suite 700
McLean, VA 2210z

To any of the Stockholde: at his address set forth in Schedule

Entire Agreement . Unless otherwise herein specifically provideds tAgreement and the documents
instruments and other agreements among the padireso as contemplated by or referred to hereistdate
the entire agreement among the parties with redpeitte subject matter hereof and supersede & qthol



9.4

9.5

9.6

9.7

9.8

agreements and understandings, both written ard lmaween the parties with respect to the subjeatte
hereof, including the Letter of Intent. Each pangreto acknowledges that, in entering this Agrednaex
completing the transactions contemplated herebsh garty is not relying on any representation, euaiy
covenant or agreement not expressly stated in Algieement or in the agreements among the p
contemplated by or referred to here

Assignability . This Agreement is not intended to confer upon pegson other than the parties hereto
rights or remedies hereunder, except as otherxizessly provided herein. Neither this Agreementany o
the rights and obligations of the parties hereursth@tl be assigned or delegated, whether by operatfi lawn
or otherwise, without the written consent of alitfes hereto

Validity . The invalidity or unenforceability of any prowsis of this Agreement shall not affect the validit
enforceability of any other provisions of this Agneent, each of which shall remain in full force afigct.

Specific Performance. The parties hereto acknowledge that damages afayenot adequately compensa
party for violation by another party of this Agreemh. Accordingly, in addition to all other remedibat ma
be available hereunder or under applicable law, @y shall have the right to any equitable refieft ma
be appropriate to remedy a breach or threateneatibrey any other party hereunder, including théatrig
enforce specifically the terms of this Agreementdbfaining injunctive relief in respect of any \atibn ol
nor-performance hereao

Governing Law . This Agreement shall take effect and shall bestoed as a contract under the laws o
Commonwealth of Virginia

Counterparts . This Agreement may be executed in one or morenteoparts, all of which together st
constitute one and the same agreen

IN WITNESS WHEREOF, the parties have duly exectlgsl Stock Purchase Agreement under seal as afateefirst above written.

CACI International Inc
By: /sl Stephen L. Waecht

Title:

CACI, INC. -FEDERAL
By: /sl Stephen L. Waecht

Title:

Digital Systems International Corporation
By: /sl Willie Woods

Title: CEO
/sl Willie Woods

Willie E. Woods

/sl Brian J. Barn

Brian J. Barry

DSIC Employee Stock Ownership Plan & Trust
By: /sl Joseph E. Armstead, Jr., Trus

Trustee
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