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ITEM 2. ACQUISITION OF ASSETS.

On February 2, 2000, CACI International Inc annaghthat it has completed its acquisition of althed common stock of XEN Corporatii
which became effective at 12:01 a.m. EST on Felria000. The total consideration paid by CACI #4s258,500; XEN shareholders \
receive $7.886 per share in cash as they surréineierCommon Stock. XEN specializes in providinglify systems engineering, enginee
design, distance learning, training developmentltimadia support, electronic commerce, and datarsgcservices to national intelliger
organizations, the Department of Defense, and 8 Navy. The transaction was funded through bamgsvunder CACI's existing line
credit with a group of banks.

XEN, which has approximately 70 employees, willdgerated as a wholly-owned subsidiary of CACI Texdbgies, Inc., a whollyawnec
subsidiary of CACI. The operations of the new sdiasy will be fully integrated into CACI to achieuwbe full benefit of the merger 1
customers and shareholders. XEN's revenues fisd@ year ended September 30, 1999 were $8.5omill

A copy of the Registrant's press release regai@i@l's execution of a Letter of Intent to acquirENX s attached as an Exhibit to this cur
report on Form 8-K.

ITEM 7. FINANCIAL STATEMENTS AND EXHIBITS

(@) (1) FINANCIAL STATEMENTS. Restated consolidatitlancial statements for XEN Corporation for thiecél year ended September
1999, and Independent Accountant's Report shdlldzbnot later than 60 days after the date thtittitial report on Form 8-K must be filed.

(b) (2) PRO FORMA FINANCIAL INFORMATION. Pro forméinancial information relative to the acquisitioh XEN corporation for th
most recent fiscal year ended June 30, 1999, anthéoquarter ended March 31, 2000, shall be filetlater than 60 days after the date
this initial report on Form-K must be filed



(c) EXHIBITS.

99.1 Agreement and Plan of Merger by and among GAternational Inc, CACI Acquisition CorporatiomdXEN Corporation dated as

January 28, 2000.

99.2 Press Release dated February 2, 2000, acinguzompletion of the acquisition of XEN Corpooati

SIGNATURE

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

CACI International Inc

(Registrant)

By: /sl

Jeffrey P. Elefante
Executive Vice President,
General Counsel and Secret
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AGREEMENT AND PLAN OF MERGER

, a Delawar

corporation ("Parent"XCACI Acquisition Corporation , a Delaware corporation and wholtlyvned subsidiary of Parent ("Merger Sub")
XEN Corporation , a Delaware corporation (the "Company"). Mergeb Snd the Company together are sometimes refesrbdrein as tt



"Constituent Corporations."
WITNESSETH

WHEREAS, the respective boards of directors of Rarfglerger Sub and the Company have determinedittigtdvisable that the Mer¢
Sub be merged with and into the Company (the "M&fgm the terms and conditions set forth hereid @maccordance with the provisions
the General Corporation Law of the State of Delawtlie "DGCL");

WHEREAS, Parent, Merger Sub and the Company d&simgake certain representations and warrantieotrat agreements in connection
with the Merger;

NOW, THEREFORE, Parent, Merger Sub and the Compangby agree as follow
ARTICLE 1

DEFINITIONS

1.1 Certain Matters of Construction . A reference to an Article, Section, Exhibit oh8dule shall mean an
Article of, a Section in, or Exhibit or Schedule tis Agreement unless otherwise expressly stdteel.
titles and headings herein are for reference pegposly and shall not in any manner limit the carcion
of this Agreement which shall be considered as aleviThe words "include," "includes" and "including
when used herein shall be deemed in each caseftdidged by the 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 defined:
Term Definition
Acquisition Proposals Section 6.3
Agreement Preamble
Certificate of Merger Section 2.1
Closing Section 2.1
Closing Date Section 2.1
Company Preamble
Company Balance Sheet Section 3.5
Company Common Stock Section 2.3.1
Company Expenses Section 6.4
Company Financial Statements Section 3.5
Company Insurance Contracts Section 3.19
Company Meeting Section 3.21

Company Proprietary Rights
Company Plans

Section 3.18.1
Section 3.11.1

Constituent Corporations Preamble

Demand Notice Section 6.3
Dissenting Shares Section 2.4
Due Diligence Costs Section 6.3
Effective Date Section 2.1
Effective Time Section 2.1

Employee List

Section 3.12.2

Encumbrances Section 3.15.1
GAAP Section 3.5
DGCL Preamble
Governmental Entity Section 3.4.2



1.3

Indemnified Party Section 6.5.1
Indemnification Insurance Section 6.3.2(b)
Indemnification Representative Section 6.5.2
Indemnifying Party Section 6.5.2
Indemnity Threshold Section 6.5.5
Liabilities Section 3.7
Merger Preamble
Merger Price Per Share Section 2.3.2
Merger Sub Preamble
Merger Sub Stock Section 2.3.3
Parent Preamble
Parent Balance Sheet Section 4.4
Parent Reports Section 4.4
Permits Section 3.8
Stockholder List Section 2.5.1
Stockholders Section 2.5.1
Surviving Corporation Section 2.1
Taxes Section 3.10.6
Third Party Claims Section 6.5.3

Certain Definitions . As used herein, the following terms shall haweftiilowing meanings:

Affiliate: with respect to any Person, any Person which, tijrec indirectly, controls, is controlled by, &
under common control with, such.

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 antkefidm time to time.

Commercial Software packaged commercial software programs generabylable to the public throug
retail dealers in computer software or directlynfraghe manufacturer which have been licensed t
Company and which are used in the Company's busimgisare in no way a component of or incorpor
in or specifically required to develop or supponty aof the Company's products and related tradery
technology and know-how.

Company Leaseseach lease, sublease, license or other agreemdet which the Company uses, occu
or has the right to occupy any real property ognest therein that (a) provides for future minimpayment
of $50,000 or more (ignoring any right of cancédlator termination) or (b) the cancellation or tération
of which would have a Company Material Adverse Eiffe

Company Material Adverse Effecany materially adverse change in or effect onfihancial condition
business, operations, assets, properties, resudfseoations of the Company.

Company Equity Planthe Company's Equity Sharing Plan adopted on I&iJy1988, pursuant to which f
Company reserved 1,000,000 shares of Common Stwckafe to its selected officers and key employ
who are in a position to contribute substantiatiytiie success of the Company, for the price equétie
greater of (i) the par value per share and (ii) boek value per share as determined from the fiat
statements of the Company for the fiscal ly@&r immediately preceding the date of the gradtmrsuar
to which the shares of Common Stock so granted Bbaubject to an agreement by their holder naett;
assign, transfer, pledge, hypothecate or otherdiggose of or encumber such shares. Shares of Co
Stock granted pursuant to the Company Equity Playp be repurchased by the Company for the price
under the terms thereof.

Control (including with correlative meaning, controlled Bgpd under common control with): as used
respect to any Person, the possession, direcilydmectly, of the power to direct or cause theadiion o
the management and policies of such Person, whetttargh the ownership of voting securities, bytcaci
or otherwise.



Environmental Claim any notice alleging potential liability (includinwithout limitation, potential liabilit
for investigatory costs, cleanup costs, responseeimediation costs, natural resources damagesery
damages, personal injuries, fines or penalties)rayiout of, based on or resulting from (a) thespnee, ¢
release of any Material of Environmental Concerarat location, whether or not owned by that party)
circumstances forming the basis of any violatiaralieged violation, of any Environmental Law.

Environmental Laws any and all statutes, regulations and ordinameking to the protection of pub
health, safety or the environment.

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

ERISA Affiliate: with respect to a party, any member (other tHaat party) of a controlled group
corporations, group of trades or businesses urm@nmn control or affiliated service group that uuts
that party (as defined for purposes of Section d14¢) and (m) of the Code).

Exchange Actthe Securities Exchange Act of 1934, as amended.

Letter of Intent the letter dated October 15, 1999 from the Exeewice President and Chief Financ
Officer of Parent to the Chairman and Chief Exeaifficer of the Company expressing the compa
intention to effect the merger and related transast subject to execution of this Agreement artter
matters.

Lossesthe amount of any actual damages, liabilities,gations, deficiencies, losses, expenditures, ar
expenses (including without limitation reasonabtoraeys' fees and disbursements). For purpos
determining the amount of any Loss, the amountngf laoss shall be reduced by any insurance pro«
received in respect thereof (in each case netsiSad recovery).

Materials of Environmental Concerrpetroleum and its bproducts and all substances or constituents
are regulated by, or form the basis of liabilityden, any Environmental Law.

Parent Material Adverse Effectany materially adverse change in or effect on fthancial condition
business, operations, assets, properties, resulbparations or prospects of Parent and its Sudnsed
considered on a consolidated basis.

Permitted Encumbrances(a) liens for current taxes and other statutoepd and trusts not yet due
payable or that are being contested in good félihliens that were incurred in the ordinary coucé
business, such as carriers', warehousemen's, tdadémd mechanics' liens and other similar ligrsng in
the ordinary course of business, (c) liens on pwisproperty leased under operating leases, (dp,
pledges or deposits incurred or made in conneetitmworkmen's compensation, unemployment insur
and other social security benefits, or securingpidormance of bids, tenders, leases, contratherohar
for the repayment of borrowed money), statutoryigattions, progress payments, surety and appeals
and other obligations of like nature, in each daserred in the ordinary course of business, (eligés ¢
or liens on manufactured products as security fgr @rafts or bills of exchange drawn in connectiath
the importation of such manufactured products endtdinary course of business, (f) liens underchet? of
the Uniform Commercial Code that are special priyperterests in goods identified as goods to wha
contract refers, (g) liens under Article 9 of theifdrm Commercial Code that are purchase moneyrig
interests, and (h) such imperfections or minor dsfef title, easements, rightsaefy and other simil
restrictions (if any) as are insubstantial in clhtgp amount or extent, do not materially detraotrf the
value or interfere with the present or proposedaidbe properties or assets of the party subjesteto o
affected thereby, and do not otherwise adverséfcabr impair the business or operations of siantyp

Person: an individual, a corporation, an associationadrnership, an estate, a trust and any other em
organization.

SEC: the Securities and Exchange Commission, or angefaonental Entity succeeding to its functions.
Securities Act : the Securities Act of 1933, as adeel.

Subsidiary: any corporation, association, or other busineggyea majority (by number of votes on
election of directors or persons holding positianth similar responsibilities) of the shares of italpstock
(or other voting interests) of which is owned bydpa, the Company or their respective Subsidiaasght



2.1

2.2

2.3

case may be.

ARTICLE 2

THE MERGER

Procedure for the Merger . The closing of the transactions contemplatedhiy Agreement ("Closing
shall take place at the offices of Parent in Atlorg Virginia, commencing at 10:00 a.m. local tiioe
January 28, 2000, or on such other date as théegartay agree after the satisfaction or waiver It
conditions to the obligations of the parties to stonmate the transactions contemplated hereby (@
Date"). At the Closing, the Merger Sub shall be geel; in accordance with section 251 of the DGClth
and into the Company, which shall be and is sonestineferred to herein to as the "Surviving Corpont
The Merger shall be effected by filing an agreemanmerger, substantially in the form of Exhibitl
attached hereto (the "Agreement of Merger"), wite Secretary of State of Delaware in accordancke
section 251(c) of the DGCL. The Agreement of Mergjed shall provide that the Merger will be effexe
at 12:01 A.M. EST on February 1, 2000 (the "Effeeflime").

Surviving Corporation .

2.2.1  Corporate Existence. The Surviving Corporation shall continue its cagie existence under 1
laws of the State of Delaware. The separate compasstence of the Merger Sub shall cea
the Effective Time.

2.2.2  Articles of Incorporation and By-laws . The articles of incorporation of the Company,ia
effect immediately prior to the Effective Time, #hhe the articles of incorporation of t
Surviving Corporation until the same shall be ansehthereafter in accordance with the DC
and such articles of incorporation. The lbys of the Company, as in effect immediately pta
the Effective Time, shall be the lbgws of the Surviving Corporation until the samelklioe
amended thereafter in accordance with the DGCL atiieles of incorporation of the Survivi
Corporation and such by-laws.

2.2.3  Directors . As of the Effective Time, Dr. J. P. London anéfrdy P. Elefante shall be the direct
of the Surviving Corporation, to hold office in acdance with the articles of incorporation
by-laws of the Surviving Corporation.

2.2.4  Effect of the Merger . As of the Effective Time, the effect of the Mergall be as provided
this Agreement and the applicable provisions of &&CL. Without limiting the generality of tl
foregoing, at the Effective Time, all the propentights, privileges, powers and franchises of
Company and Merger Sub shall vest in the Survi@ugporation, and all debts, liabilities &
duties of the Company and Merger Sub shall becdmedebts, liabilities and duties of
Surviving Corporation.

Conversion of Stock.

2.3.1  Stock of the Company. At the Effective Time, by virtue of the Mergercawithout any action ¢
the part of the holders thereof, each share of ComB8tock, $0.01 par value per share, of
Company ("Company Common Stock") issued and oudstgnmmediately prior to the Effectr
Time (other than Company Common Stock held in tlmn@any's treasury and except
Dissenting Shares) will be canceled and extinguisired be converted automatically into the r
to receive payment of the Merger Price Per Shaacaordance with the terms and provision
this Agreement.

2.3.2  Merger Price and Merger Price Per Share. The aggregate Merger Price shall be Four Mi
Two Hundred FiftyEight Thousand Five Hundred Dollars ($4,258,500)e Merger Price P
Share shall be Seven Dollars and Eighty-eight axd 8nths Cents ($7.886) Per Share.

2.3.3  Stock of the Merger Sub. At the Effective Time, each share of the Commawcl§ par valu
$.10 per share, of the Merger Sub ("Merger SubkSjassued and outstanding immediately p
to the Effective Time shall, by virtue of the Mergad without any action on the part of the ho



2.4

2.5

2.6

thereof, be converted into and become one valsiyed, fully paid and nonassessable she
Common Stock, $0.01 par value per share, of thei8ng Corporation.

Appraisal Rights. Notwithstanding any other provision herein to thentcary, if appraisal rights a
available under the DGCL to holders of shares ah@any Common Stock in connection with the Mer
shares of Company Common Stock that are outstamaimgediately prior to the Effective Time and thas
held by any shareholder who shall have taken thmessary steps under the Delaware Statute to
appraisal of, and demand payment for, the shardsisantherwise entitled to payment under the D(
("Dissenting Shares") shall not be converted ihi right to receive the Merger Price Per Share aifter
the Effective Time, unless and until the holdertlod Dissenting Shares withdraws his or her demar
appraisal or ceases to have a right of appraibabygh failure to perfect or otherwise). If a haoldd
Dissenting Shares shall withdraw his or her denfan@ppraisal or shall cease to have a right ofaipgl
then, as of the later of the Effective Time or dueurrence of such event, the holder's Dissentimayes
shall be automatically converted into and represbatright to receive the Merger Price Per Shai
provided above. Except to the extent otherwiseiredlby the DGCL, Dissenting Shares shall not,rdfie
Effective Time, be entitled to vote for any purpasebe entitled to the payment of dividends or ¢
distributions (except dividends or other distribns payable to stockholders of record prior toERective
Time).

Payment of Merger Price. At or promptly after the Effective Time, Parent behalf of the Survivin
Corporation will send or deliver to each Stockholtyeo or more copies of a Letter of Transmittakifiorm
prepared by Parent and approved by the Companyredtier, the Parent on behalf of the Survi
Corporation shall pay to each Stockholder who stgorai properly completed and executed Lette
Transmittal accompanied by surrender of the cedtié or certificates for shares of Company Com
Stock for which that Stockholder claims paymeng #ggregate amount of the Merger Price Per Shi
which that Stockholder is entitled based on the lmemof shares of Company Common Stock held by
Stockholder [setoff] as set forth in the list pded to Parent by the Company as provided in Se€tidi7.

Additional Actions . If, at any time after the Closing Date, any fertlaction is necessary or desirabl
carry out the purposes of this Agreement or to,vastfect or confirm in the Surviving Corporatiatiet to
or ownership or possession of any property, rigiiyilege, power, franchise or other asset of &
Constituent Corporation acquired or to be acqubedeason of, or as a result of, the Merger, tHeak
and directors of the Company and Merger Sub arly falithorized in the name of their respec
corporations or otherwise to take, and will takesach lawful and necessary action, so long af swtior
IS consistent with this Agreement.

ARTICLE 3

REPRESENTATIONS AND WARRANTIES OF THE COMPANY

The Company represents and warrants to Parent angeliSub as follows:

3.1

3.2

Corporate Status of the Company. Except as set forth on Schedule 3.1 hereto, tbmpany is .
corporation duly organized, validly existing andgaod standing under the laws of the jurisdictidnts
incorporation, with the requisite corporate powepwn, operate and lease its properties and ty oariits
business as now being conducted. Except as shtdorSchedule 3.1 hereto, the Company is duly fied
or licensed to do business as foreign corporatzmsare in good standing in all jurisdictions inieththe
character of the properties owned or held undeseldsy each or the nature of the business transbygtedcl
makes qualification necessary, except where failoilee so qualified would not have a Company Mat
Adverse Effect. All jurisdictions in which the Cowpy is qualified to do business are set forth dmeS8ale
3.1 hereto.

Capital Stock .

3.2.1  Authorized Stock of the Company. The authorized capital stock of the Company &iasd
1,000,000 shares of Company Common Stock, of wtidh,000 shares were issued
outstanding (excluding 234,650 shares held in Tngasas of January 28, 2000. All of 1
outstanding shares of Company Common Stock have daely authorized and validly issu:



3.3

3.4

3.5

3.2.2

were not issued in violation of any person's pre@raprights, and are fully paid a
nonassessable.

Options and Convertible Securities of the Company Except as set forth on Schedule 3.2, t
are no outstanding subscriptions, options, warrasdaversion rights or other rights, securi
agreements or commitments obligating the Compangsioe, sell or otherwise dispose of sh
of its capital stock, or any securities or obligas convertible into, or exercisable or exchange
for, any shares of its capital stock. Since Marg¢h B99, the Company has not issued, so
otherwise disposed of any shares of its capitalkstother than pursuant to the Company Ec
Plan. Except as set forth on Schedule 3.2, theeenar voting trusts or other agreement:
understandings to which the Company or any Stoddrak a party with respect to the voting
the shares of Company Common Stock and the Comamnpt a party to or bound by &
outstanding restrictions, options or other obligasi, agreements or commitments to
repurchase, redeem or acquire any outstandingsb&@ompany Common Stock or other eq
securities of the Company.

Subsidiaries. The Company has no Subsidiaries.

Authority for Agreement; Noncontravention

3.4.1

3.4.2

Authority . The Company has the corporate power and authorignter into this Agreement &
to consummate the transactions contemplated henethythereby . The execution and deliver
this Agreement and the consummation of the traimsecicontemplated hereby and thereby |
been duly and validly authorized by the board oéctiors of the Company and no other corpc
proceedings on the part of the Company are negessauthorize the execution and deliven
this Agreement and the consummation of the trairsacicontemplated hereby and thereby.
Agreement has been duly executed and deliveredheyCiompany and constitutes valid
binding obligation of the Company, enforceable agaihe Company in accordance with its te
subject to the qualifications that enforcementhaf tights and remedies created hereby is st
to (a) bankruptcy, insolvency, reorganization, éhalent conveyance, moratorium and other |
of general application affecting the rights and edies of creditors and (b) general principle
equity (regardless of whether enforcement is cameidiin a proceeding in equity or at law).

No Conflict . Except as set forth on Schedule 3.4 hereto, ewitie execution and delivery of t
Agreement by the Company, nor the performance byGbmpany of its obligations hereunt
nor the consummation by the Company of the trarmaicontemplated hereby will (a) conf
with or result in a violation of any provision dfe charter documents or kgws of the Compan
(b) with or without the giving of notice or the Bgof time, or both, conflict with, or result iny
violation or breach of, or constitute a default @ndr result in any right to accelerate or resu
the creation of any lien, charge or encumbranceyant to, or right of termination under,
provision of any note, mortgage, indenture, leassirument or other agreement, per
concession, grant, franchise, license, judgmendgrmdecree, statute, ordinance, rule or regul
to which the Company is a party or by which anyth@@m or any of their assets or propertie
bound or which is applicable to any of them or afyheir assets or properties. No authoriza
consent or approval of, or filing with or notice tny United States or foreign government
public body or authority (each a "Governmental &t)iis necessary for the execution
delivery of this Agreement by the Company or theaxstonmation by the Company of
transactions contemplated hereby, except foy the filing of the Certificate of Merger with t
Secretary of the State of Delaware ddsuch other consents, authorizations, filings, aygls
and registrations which if not obtained or made Mawt have a Company Material Adve
Effect.

Financial Statements. The Company has previously furnished Parent afittaccurate and complete ci
of the balance sheets of the Company as of SepteBihd 999, 1998, 1997, and 1996 and the tamtl
period ended November 30, 1999 and the stateméwiseoations, cash flows and changes in stockhg
equity of the Company for the respective years taedwomonth period then ended. The annual final
statements were compiled by Ableson & Company, @empany's certified public accountal
Collectively, the financial statements referredinothe immediately preceding sentence are some
referred to herein as the "Company Financial Statégi and the balance sheet of the Company



3.6

3.7

3.8

3.9

3.10

September 30, 1999 is referred to herein as thenfaoy Balance Sheet." Each of the balance s
included in the Company Financial Statements (ohalg any related notes) fairly presents in all mat
respects the financial position of the Company f#sodate, and the other statements included @
Company Financial Statements (including any relataes) fairly present in all material respectsremults
of operations, cash flows and stockholders' equsythe case may be, of the Company for the pe
therein set forth, in each case in accordance Witlied States generally accepted accounting pries
("GAAP") consistently applied, subject, in the ca$¢he two-month period, to normal yeamd adjustmen
(all except as otherwise stated therein).

Absence of Material Adverse Changes Except as set forth on Schedule 3.6 hereto, shmeelate of th
Letter of Intent, the Company has not suffered &@opmpany Material Adverse Effect, nor has ti
occurred or arisen any event, condition or statects of any character that could reasonably Ipeeted t
result in a Company Material Adverse Effegtpvided, however that any change arising out of conditi
affecting the economy or industry of the Companygéneral which does not affect the Company
materially disproportionate manner relative to oh&rticipants in the economy or such industry lshatl be
deemed to constitute a Company Material AdversedEffSince the date of the Letter of Intent, theaee
been no dividends or other distributions declare@aid in respect of, or any repurchase or redempbly
the Company of, any of the shares of capital stdedhe Company, or any commitment relating to ahthe
foregoing.

Absence of Undisclosed Liabilities Except as set forth on Schedule 3.7, neitherGbmpany has ar
material liabilities or obligations, fixed, accryamntingent or otherwise (collectively, "Liabiég"), that ar
not fully reflected or provided for on, or disclosén the notes to, the balance sheets includede
Company Financial Statements, except (i) Liabdgitiecurred in the ordinary course of business sthe
date of the Company Balance Sheet, none of whidivigually or in the aggregate has had or c
reasonably be expected to have a Company Materchlerse Effect, (ii) Liabilities permitted
contemplated by this Agreement, and (iii) Liabdgi expressly disclosed on the Schedules deli
hereunder.

Compliance with Applicable Law, Charter and By-Laws . Each of the Company has all requi
licenses, permits and certificates from all Govesntal Entities (collectively, "Permits”) necessdo
conduct its business as currently conducted, anowio, lease and operate its properties in the nm
currently held and operated, except as set fort®aredule 3.8 hereto or except where the failuteatc
such Permit could not reasonably be expected t@ lmaCompany Material Adverse Effect. All of
Company's Permits are in full force and effect.lEaicthe Company is in compliance in all materesdpect
with all the terms and conditions related to suelniits. There are no proceedings in progress, pgrnal,
to the knowledge of the Company, threatened, whiely result in revocation, cancellation, suspensio
any material adverse modification of any of suchini®s. The business of the Company is not b
conducted in violation of any applicable law, stafordinance, regulation, rule, judgment, decoeder
Permit, concession, grant or other authorizatioargf Governmental Entity, except for any violatidhat,
in the aggregate, do not and could not reasonabbxpected to have a Company Material Adverse Edik
prevent or materially delay the consummation oftthesactions contemplated hereby. The Compangt
in default or violation of any material provisiohits charter documents or its by-laws.

Litigation and Audits . Except for any claim, action, suit or proceedseg forth on Schedule 3.9 or 3
hereto, (a) there is no investigation by any Govemntal Entity with respect to the Company pendinga
the knowledge of the Company, threatened, nor hgsGovernmental Entity indicated to the Compan
intention to conduct the same; (b) there is nontlaiction, suit, arbitration or proceeding pendangto the
knowledge of the Company, threatened against aslving the Company, or any of its or their asset
properties, at law or in equity, or before any tabor or Governmental Entity, that, if adversestermined
either singly or in the aggregate, would have a gamy Material Adverse Effect or prevent or matéy
delay the consummation of the transactions contateghlhereby; and (c) there are no judgments, dg
injunctions or orders of any Governmental Entityadsitrator outstanding against the Company.

Tax Matters .

3.10.1 Filing of Returns . Except as set forth on Schedule 3.10 heretoCtmapany have prepared ¢
filed on a timely basis with all appropriate goveental authorities all material returns in res
of Taxes that they are required to file on or ptethe Closing, and all such returns are corred



3.11

3.10.2

3.10.3

3.10.4

3.10.5

3.10.6

complete in all material respects.

Payment of Taxes Except as set forth on Schedule 3.10, the Compaug paid in full all Taxe
due on or before the Closing and, in the case @&3accruing on or before the Closing thai
not due on or before the Closing, the Company hadenmadequate provision in its books
records and financial statements for such payment.

Withholding . Except as set forth on Schedule 3.10, the Compewe withheld from eax
payment made to any of its present or former engadey officers and directors all amot
required by law to be withheld and has, where meghii remitted such amounts within
applicable periods to the appropriate governmenitiorities.

Assessments Except as set forth on Schedule 3.10, there aassessments of the Company
respect to Taxes that have been issued and aramiitsy. Except as set forth on Schedule
no Governmental Entity has examined or auditeddbmpany in respect of Taxes. Except a:
forth on Schedule 3.10, neither the Company hasived any indication in writing from ai
Governmental Entity that an assessment in respletheo Company is proposed. Except v
respect to the matters set forth on Schedule 31€olf neither the Company has executed or
any agreement extending the period of assessmentlection of any Taxes.

Access to Returns Parent has been provided with a copy of or acteesd federal, state, loc
and foreign income Tax returns filed by the Compamce January 1, 1997. Parent has

provided with a copy of or access to all assesssnaxtensions and waivers resulting from
audits of the Company by a Governmental Entityespect of Taxes, and all such assessmen
related penalties and interest have been paidlirufiless being contested in good faith by
Company.

Definition of Taxes . As used herein, "Taxes" means all taxes, levies ather assessmer
including all income, sales, use, goods and sesyi&lue added, capital, capital gains, net w
transfer, profits, withholding, payroll, employeedith, excise, real property and personal proj
taxes, and any other taxes, assessments or sighiEnges in the nature of a tax incluc
unemployment insurance payments and workers compenspremiums, together with a
installments with respect thereto, and any interdistes and penalties, imposed by
Governmental Entity (including federal, state, noiypal and foreign Governmental Entities),
whether disputed or not.

Employee Benefit Plans

3.11.1

3.11.2

List of Plans . Schedule 3.11 hereto contains a correct and aiepikt of all pension, pro
sharing, retirement, deferred compensation, welféggal services, medical, dental or o
employee benefit or health insurance plans, liiiance or other death benefit plans, disak
stock option, stock purchase, stock compensationud, vacation pay, severance pay and
similar plans, programs or agreements, and evetgrmahwritten personnel policy, relating to ¢
persons employed by the Company or in which anggreemployed by the Company is eligibl
participate and which is currently maintained aatttvas maintained at any time in the last
calendar years by the Company or any ERISA Afgliétollectively, the "Company Plans”). 1
Company has made available to Parent complete s;opi of the date hereof, of all of
Company Plans that have been reduced to writingetb@r with all documents establishing
constituting any related trust, annuity contragsurance contract or other funding instrument,
summaries of those that have not been reduceditmgvrThe Company has made availabl
Parent complete copies of current plan summariegl®ee booklets, personnel manuals
other material documents or written materials camog the Company Plans that are in
possession of the Company as of the date hereafepExas set forth on Schedule 3.11,
Company does not have any "defined benefit plassledined in Section 3(35) of ERISA.

ERISA . Neither the Company nor any ERISA Affiliate ofettCompany has incurred &
"withdrawal liability" calculated under Section 42Dbf ERISA and there has been no ever
circumstance which would cause them to incur arch diability. Except as set forth in Schd
3.11, neither the Company nor any ERISA Affiliate tbe Company has ever maintaine
Company Plan providing health or life insurance éigs to former employees, other thar



required pursuant to Section 4980B of the Codeoaaurty state law conversion rights. No
previously maintained by the Company or its ERIS#Hiliates which was subject to Title IV
ERISA has been terminated; no proceedings to tet@iany such plan have been instituted w
the meaning of Subtitle C of Title IV of ERISA; amd reportable event within the meaning
Section 4043 of said Subtitle C of Title IV of ERASvith respect to which the requirement to
a notice with the Pension Benefit Guaranty Corponahas not been waived has occurred
respect to any such Company Plan, and no liakihitthe Pension Benefit Guaranty Corpora
has been incurred by the Company or its ERISA atfils. Except as set forth on Schedule
with respect to all the Company Plans, the Company every ERISA Affiliate of the Compa
are in material compliance with all requirementssgribed by all statutes, regulations, ordel
rules currently in effect, and have in all materedpects performed all obligations required t
performed by them. Neither the Company nor any BRASfiliate of the Company, nor to tt
Company's knowledge any of their directors, offigegmployees or agents, nor any truste
administrator of any trust created under the Comlans, has engaged in or been a party t
"prohibited transaction" as defined in Section 4867%he Code and Section 406 of ERISA wt
could subject the Company or its Affiliates, di@st or employees or the Company Plans o
trusts relating thereto or any party dealing witly @f the Company Plans or trusts to any ta
penalty on "prohibited transactions” imposed byti®ac4975 of the Code. Except as set fortl
Schedule 3.11, neither the Company Plans nor t&strcreated thereunder has incurred
"accumulated funding deficiency,” as such term &ined in Section 412 of the Code
regulations issued thereunder, whether or not wive

3.11.3 Plan Determinations . Except as set forth in Schedule 3.11, each Comnpdan intended |
qualify under Section 401(a) of the Code has bedarthined by the Internal Revenue Servic
so qualify, and the trusts created thereunder he&es determined to be exempt from tax u
Section 501(a) of the Code; copies of all detertionaletters have been delivered to
Company; and, to the knowledge of the Company,ingthas occurred since the date of ¢
determination letters which might cause the lossuah qualification or exemption. With resg
to each Company Plan which is a qualified profdrgig plan, all employer contributions accr
for plan years ending prior to the Closing under @ompany Plan terms and applicable law |
been made.

3.11.4 Funding . Except as set forth on Schedule 3.11:

(@) all contributions, premiums or other payments dueremuired to be made to 1
Company Plans as of the date hereof have been emd# the date hereof or
properly reflected on the Company Balance Sheet;

(b) there are no actions, liens, suits or claims pandim to the knowledge of the Compa
threatened (other than routine claims for benefiiff) respect to any Company Plan;

(c) to the knowledge of the Company, no event has oeduand there exists no condit
or set of circumstances, which presents a matesiabf a partial termination (within tl
meaning of Section 411(d)(3) of the Code) of anynpany Plan;

(d) each Company Plan that is a "group health plantiéfised in Section 607(1) of ERIS
has been operated at all times in substantial damg# with the provisions of COBF
and any applicable, similar state law; and

(e) with respect to any Company Plan that is qualifiedier 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 that éasonably likely to have a Comp:
Material Adverse Effect (except liability for bentsf claims and funding obligatio
payable in the ordinary course) under ERISA, thdeCar any other applicable law.

3.12 Employment-Related Matters.

3.12.1 Labor Relations . Except to the extent set forth on Schedule 3el2th: (a) neither the Compe
is a party to any collective bargaining agreemanbtber contract or agreement with any le



3.13

3.14

3.15

3.12.2

organization or other representative of any ofdhwloyees of the Company; (b) there is no |
strike, dispute, slowdown, work stoppage or lockthdt is pending or threatened agains
otherwise affecting the Company, and neither then@any has experienced the same; (c) ne
the Company has closed any plant or facility, effated any layoffs of employees or implemel
any early retirement or separation program at ame,t nor has the Company plannec
announced any such action or program for the fututie respect to which the Company has
material liability; and (d) all salaries, wages,cadon pay, bonuses, commissions and ¢
compensation due from the Company to the emplogédese Company before the date he
have been paid or accrued in all material respectsf the date hereof.

Employee List. The Company has heretofore delivered to Pardist §the "Employee List'
dated as of January 7, 2000 containing the naneadi employee of the Company and each
employee's position, starting employment date ammiial salary. The Employee List is correct
complete as of the date of the Employee List. Nadtparty has asserted any claim, or, to
knowledge of the Company, has any reasonable lasessert any valid claim, against
Company that either the continued employment byssociation with, the Company of any of
present officers or employees of, or consultantghte Company contravenes any agreemer
laws applicable to unfair competition, trade secogtproprietary information.

Environmental .

3.13.1

3.13.2

3.13.3

Environmental Laws . Except for matters which, individually or in taggregate, would not ha
a Company Material Adverse Effect, (a) the Companyin compliance with all applicak
Environmental Laws in effect on the date hereof;tfle Company has not received any wri
communication that alleges that the Company ismabmpliance in all material respects with
applicable Environmental Laws in effect on the dateeof; (c) to the knowledge of the Comp:
there are no circumstances that may prevent orfengewith compliance in the future with
applicable Environmental Laws; (d) all material iegs and other governmental authorizati
currently held by the Company pursuant to the Emrirental Laws are in full force and effect,
Company are in compliance with all of the termswth Permits and authorizations, and no ¢
Permits or authorizations are required by the Campar the conduct of its and their busines:
the date hereof; and (e) the management, handiiotgge, transportation, treatment, and disj
by the Company of all Materials of Environmentaln€Cern has been in compliance with
applicable Environmental Laws.

Environmental Claims . Except as set forth on Schedule 3.13 hereto axxkpe fol
Environmental Claims which, individually or in the&ggregate, would not have a Comp
Material Adverse Effect, there is no Environmer@dhim pending or, to the knowledge of
Company, threatened against or involving the Companagainst any person or entity wh
liability for any Environmental Claim the Compangshor may have retained or assumed €
contractually or by operation of law.

No Basis for Claims. Except for matters which, individually or in thggregate, would not hav
Company Material Adverse Effect, to the knowledfi¢he Company, there are no past or pre
actions or activities by the Company, or any ciretances, conditions, events or incide
including the storage, treatment, release, emissigeharge, disposal or arrangement for disy
of any Material of Environmental Concern, that cbuleasonably form the basis of
Environmental Claim against the Company or agaangt person or entity whose liability for €
Environmental Claim the Company may have retainecassumed either contractually or
operation of law.

No Broker's or Finder's Fees. Except as disclosed in Schedule 3.14, the Compasynot paid or becor
obligated to pay any fee or commission to any brokeder, financial advisor, intermediary, empley®i
director in connection with the transactions comitated by this Agreement.

Assets Other Than Real Property.

3.15.1

Title . The Company has good and marketable title tofathe tangible assets shown on
Company Balance Sheet, in each case, free and afeany mortgage, pledge, lien, secu
interest, lease or other encumbrance (collectivélpcumbrances™), except for (a) assets disg



3.16

3.17

3.15.2

3.15.3

3.15.4

of since the date of the Company Balance Sheéieiotdinary course of business and in a me
consistent with past practices, (b) liabilities,ligations and Encumbrances reflected in
Company Balance Sheet or otherwise in the CompangnEial Statements, (c) Permit
Encumbrances, and (d) liabilities, obligations &mdumbrances set forth on Schedule 3.15 he

Inventory. Except as set forth on Schedule 3.15, the inventfigcted on the Company Balal
Sheet contains no material amount of simaving or obsolete amount items that have not
reserved for. The value at which such inventories @rried on the Company Balance S
reflect the normal inventory valuation policiestbé Company and are carried in accordance
GAAP, consistently applied.

Accounts Receivable. Except as set forth on Schedule 3.15, all reté®ga shown on tf
Company Balance Sheet and all receivables accryethds Company since the date of
Company Balance Sheet, have been collected or @kectible in all material respects in i
aggregate amount shown, less any allowances fdstibwaccounts reflected therein, and, in
case of receivables arising since the date of tragany Balance Sheet, any additional allow:
in respect thereof calculated in a manner congistéh the allowance reflected in the Comp
Balance Sheet.

Condition . All material plant, equipment and personal progpewned by the Company a
regularly used in its and their businesses is iodgaperating condition and repair, ordinary v
and tear excepted.

Real Property .

3.16.1
3.16.2

3.16.3

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

Company Leases Schedule 3.16 hereto lists all of the CompanyskesaComplete copies of 1
Company Leases, and all material amendments théngtich are identified on Schedule 3.1
have been made available by the Company to PareatCompany Leases grant leasehold e
free and clear of all Encumbrances granted by as@a by the actions of the Company. To
knowledge of the Company, the Company Leases aidliforce and effect and are binding ¢
enforceable against each of the parties theredmanrdance with their respective terms. Exce
set forth on Schedule 3.16, neither the Companytondhe knowledge of the Company, any o
party to a Company Lease, has committed a matagaich or default under any Company Le
nor has there occurred any event that with thegagsef time or the giving of notice or both wa
constitute such a breach or default, nor are thryefacts or circumstances that would reasor
indicate that the Company is likely to be in matkhkreach or default thereunder. Schedule
correctly identifies each Company Lease the prowsiof which would be materially a
adversely affected by the transactions contemplageeby and each Company Lease that rec
the consent of any third party in connection wilkte ttransactions contemplated hereby.
material construction, alteration or other leaséhiohprovement work with respect to the |
property covered by any of the Company Leases resrtai be paid for or to be performed by
Company. No Company Leases have an unexpired t&iohwncluding any renewal or extensit
of such term provided for in the Company Leaseaexiceed fifty years.

Condition . All buildings, structures and fixtures, or pattereof, 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 tefrtteedCompany Leases, to be insured by
parties.

Agreements, Contracts and Commitments

3.17.1

Company Agreements Except as set forth on Schedule 3.17 hereto yo#rer Schedule here
the Company is not a party to:

(@) any bonus, deferred compensation, pension,raese, profitsharing, stock optio
employee stock purchase or retirement plan, cantmraarrangement or other emplo
benefit plan or arrangement;



(b) any employment agreement with any present emplmféeer, director or consultant (
former employees, officers, directors and constdtda the extent there remain at
date hereof obligations to be performed by the Camgp

(c) any agreement for personal services or employmeitih & term of service ¢
employment specified in the agreement or any ageeénfor personal services
employment in which the Company has agreed onehmimation of such agreement
make any payments greater than those that woushweitbe be imposed by law;

(d) any agreement of guarantee or indemnification inaamount that is material to t
Company taken as a whole;

(e) any agreement or commitment containing a covenanitiig or purporting to limit th
freedom of the Company to compete with any peraany geographic area or to eng
in any line of business;

)] any lease other than the Company Leases under wh&hCompany is lessee t
involves payments of $25,000 or more per annumsanaterial to the conduct of 1
business of the Company;

(9) any joint venture or profit-sharing agreemeathér than with employees);

(h) except for trade indebtedness incurred in the arglicourse of business and equipn
leases entered into in the ordinary course of ssinany loan or credit agreem
providing for the extension of credit to the Compam any instrument evidencing
related in any way to indebtedness incurred inabquisition of companies or ott
entities or indebtedness for borrowed money by wéaydirect loan, sale of de
securities, purchase money obligation, conditiosale, guarantee, or otherwise -
individually is in the amount of $25,000 or more;

(1) any license agreement, either as licensor or lEgnsvolving payments (including p
payments) of $25,000 in aggregate or more, or aatenal distributor, dealer, resell
franchise, manufacturer's representative, or sajesicy or any other similar mate
contract or commitment;

()] any agreement granting exclusive rights to, or jliag for the sale of, all or any porti
of the Company Proprietary Rights;

(k) any agreement or arrangement providing for the gagnof any commission based
sales other than to employees of the Company;

()] any agreement for the sale by the Company or itssifliaries of materials, produc
services or supplies that involves future paymemthe Company of more than $25,0

(m) any agreement for the purchase by the Company ohaterials, equipment, servic
or supplies, that either (i) involves a binding eoitment by the Company to me
future payments in excess of $25,000 and canndetminated by it without penal
upon less than three months' notice or (ii) wasembéred into in the ordinary course
business;

(n) any agreement or arrangement with any third partgevelop any intellectual prope
or other asset expected to be used or currentlg oseuseful in the business of
Company;

(0) any agreement or commitment for the acquisitiomstmiction or sale of fixed ass
owned or to be owned by the Company that involu#sré payments by it of more tr
$25,000;

(p) any agreement or commitment to which present anéordirectors, officers or Affiliate
of the Company (or directors or officers of an Adie of the Company) are also patrties;

(q) any agreement not described above (ignoring, sédelyhis purpose, any dollar amo



3.18

3.17.2

thresholds in those descriptions) involving the rpapt or receipt by the Company
more than $100,000, other than the Company Leases;

(9] any agreement not described above that was not mate ordinary course of busin
and that is material to the financial conditionsimess, operations, assets, resull
operations or prospects of the Company.

Validity . Except as set forth on Schedule 3.17, to the leabye of the Company, all contrau
leases, instruments, licenses and other agreemsguged to be set forth on Schedule 3.17
valid and in full force and effect and the Compéaag not, nor, to the knowledge of the Comp
has any other party thereto, breached any provisipor defaulted under the terms of any ¢
contract, lease, instrument, license or other agees, except for any breaches or defaults thi
the aggregate, would not be expected to have a &wynplaterial Adverse Effect or have b
cured or waived. Schedule 3.17 identifies eachrachand other document set forth on Sche
3.17 or disclosed by the Company on another Scheukieto that requires the consent of a
party in connection with the transactions contenapldoereby.

Intellectual Property .

3.18.1

3.18.2

Right to Intellectual Property . Except as set forth on Schedule 3.18 heretoCtimapany own:
or has perpetual, fully paid, worldwide rights teeyall patents, trademarks, trade names, st
marks, copyrights, and any applications therefoaskworks, net lists, schematics, technol
know-how, computer software programs or applicationsb@th source code and object c
form), and tangible or intangible proprietary infation or material (excluding Commerc
Software) that are used in the business of the @om@s currently conducted (the "Comp
Proprietary Rights").

No Conflict . Set forth on Schedule 3.18 is a complete lisalbpatents, trademarks, registe
copyrights, trade names and service marks, an@jpljcations therefor, included in the Comp
Proprietary Rights, specifying, where applicables jurisdictions in which each such Comp
Proprietary Right has been issued or registereid arhich an application for such issuance
registration has been filed, including the respectiegistration or application numbers and
names of all registered owners. Except as set fonttSchedule 3.18, none of the Compe
currently marketed software products has beentesgis for copyright protection with the Unit
States Copyright Office or any foreign offices as the Company been requested to maki
such registration. Set forth on Schedule 3.18dsraplete list of all material licenses, sublicel
and other agreements as to which the Company @&tg and pursuant to which the Compan
any other person is authorized to use any Compawoyprietary Right (excluding Entdsel
Licenses) or other trade secret material to thénkss of the Company, and includes the ide
of all parties thereto, a description of the natame subject matter thereof, the applicable ro
and the term thereof. The Company is not in violatof any license, sublicense or agreer
described on such list except such violations asalanaterially impair the Company rights un
such license, sublicense or agreement. Exceptsz$oged in this Article 3, the execution
delivery of this Agreement by the Company, and ttensummation of the transactic
contemplated hereby, will neither cause the Comgparbe in violation or default under any s
license, sublicense or agreement, nor entitle ahgroparty to any such license, sublicens
agreement to terminate or modify such license,iseibde or agreement. Except as set fort
Schedule 3.18, the Company is the sole and exelwsiner or licensee of, with all right, title €
interest in and to (free and clear of any andiald, claims and encumbrances), the Com
Proprietary Rights, and has sole and exclusivesi@#nd is not contractually obligated to pay
compensation to any third party in respect ther¢ofihe use thereof or the material cove
thereby in connection with the services or produttsespect of which the Company Proprie
Rights are being used. No claims with respect ® @ompany Proprietary Rights have k
asserted or, to the knowledge of the Company laeeatened by any person nor are there any
grounds for any bona fide claims to the effect thatmanufacture, sale, licensing or use of ai
the products of the Company as now manufactureld, @olicensed or used or proposed
manufacture, use, sale or licensing by the Comjanynges on any copyright, patent, tradem
service mark or trade secret, against the use éyCthmpany of any trademarks, service mi



trade names, trade secrets, copyrights, patertbnatogy, knowhow or computer softwa
programs and applications used in the Companyséss as currently conducted or as prop
to be conducted by the Company, or challengingtheership by the Company, or the validity
effectiveness of any of the Company ProprietaryhRig All material registered trademai
service marks and copyrights held by the Compaayalid and subsisting. To the knowledg:
the Company there is no material unauthorized inf@gement or misappropriation of any of
Company Proprietary Rights by any third party, ughg any employee or former employee of
Company. No Company Proprietary Right or produdhefCompany is subject to any outstan:
decree, order, judgment, or stipulation restrictingany manner the licensing thereof by
Company. Except as set forth in Schedule 3.18Ctmpany has not entered into any agree
(other than exclusive distribution agreements) undhich the Company are restricted fr
selling, licensing or otherwise distributing any itsf products to any class of customers, in
geographic area, during any period of time or iy aegment of the market. The Compa
products, packaging and documentation contain egipiynotices sufficient to maintain copyric
protection on the copyrighted portions of the ComypBroprietary Rights.

3.18.3 Employee Agreements. Except as set forth on Schedule 3.18, each eraplogfficer an
consultant of the Company has executed a confaégtiagreement in substantially the fc
attached hereto as Schedule 3.18.3, providing tbenpany with title and ownership to 1
Company Proprietary Rights developed or used byCibrapany in its business. To the knowle
of the Company, no employee, officer or consult#frthe Company is in violation of any term
any employment or consulting contract, proprietafgrmation and inventions agreement, non-
competition agreement, or any other contract oeegent relating to the relationship of any ¢
employee, officer or consultant with the Companyay previous employer.

3.19 Insurance Contracts. Schedule 3.19 hereto lists all contracts of iasae and indemnity in force at -
date hereof with respect to the Company. Such aotstrof insurance and indemnity and those sho
other Schedules to this Agreement (collectivelyy t®ompany Insurance Contracts") insure against
risks, and are in such amounts, as appropriateeambnable considering the Company's propertynbs:
and operations. All of the Company Insurance Catdrare in full force and effect, with no defe
thereunder by the Company which could permit theurier to deny payment of claims thereunder.
Company has not received notice from any of itsinasce carriers that any insurance premiums wi
materially increased in the future or that any rasge coverage provided under the Company Insu
Contracts will not be available in the future omstantially the same terms as now in effect. Thenam)
has not received or given a notice of cancellatdh respect to any of the Company Insurance Cotgra

3.20 Banking Relationships . Schedule 3.20 hereto shows the names and losatbrall banks and tru
companies in which the Company or any of its Subg&gs has accounts, lines of credit or safety di
boxes and, with respect to each account, line eflicror safety deposit box, the names of all pes
authorized to draw thereon or to have access theret

ARTICLE 4

REPRESENTATIONS AND WARRANTIES OF PARENT AND MERGER SUB
Parent and Merger Sub, jointly and severally, regméand warrant to the Company as follows:

4.1 Corporate Status of Parent and its Subsidiaries Parent and each of its Subsidiaries is a corjporaiuly
organized, validly existing and in good standinglemthe laws of the jurisdiction of its incorpoaatj with
the requisite corporate power to own, operate aadd its properties and to carry on its businessowa
being conducted.

4.2 Authorized Stock of Merger Sub. The authorized capital stock of Merger Sub cass$ 1,000 shares
Merger Sub Stock, of which 100 shares are issuddatstanding. All of the outstanding shares of dée
Sub Stock have been duly authorized and validlyeds were not issued in violation of any pers
preemptive rights, and are fully paid and nonasd#es

4.3 Authority for Agreement; Noncontravention .
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4.5

4.3.1  Authority of Parent . Each of Parent and Merger Sub has the corpomtermpand authority 1
enter into this Agreement and to consummate thesa@tions contemplated hereby. The exec
and delivery of this Agreement and the consummatibthe transactions contemplated hel
have been duly and validly authorized by the boafdsirectors of Parent and Merger Sard nc
other corporate proceedings on the part of Paremierger Sub are necessary to authorize
execution and delivery of this Agreement and thesaonmation of the transactions contempl
hereby. This Agreement and the other agreementemmgiated hereby to be signed by Parel
Merger Sub have been duly executed and deliverdeiognt and Merger Sub, as the case me
and constitute valid and binding obligations of étdrand Merger Sub, as the case may
enforceable against Parent and Merger Sub in aanoed with their terms, subject to
gualifications that enforcement of the rights aechedies created hereby and thereby are sub,
(a) bankruptcy, insolvency, reorganization, fraettilconveyance, moratorium and other law
general application affecting the rights and rereedf creditors and (b) general principles
equity (regardless of whether enforcement is cameidiin a proceeding in equity or at law).

4.3.2  No Conflict . Except as set forth on Schedule 4.3.2 heretthereexecution and delivery of tt
Agreement by Parent or Merger Sub, nor the perfoomaby Parent or Merger Sub of
obligations hereunder, nor the consummation by rRace Merger Sub of the transactic
contemplated hereby will (a) conflict with or retsud a violation of any provision of the char
documents or byaws of Parent (including Merger Sub), or (b) wathwithout the giving of notic
or the lapse of time, or both, conflict with, osuét in any violation or breach of, or constitut
default under, or result in any right to accelerataesult in the creation of any lien, charge
encumbrance pursuant to, or right of terminatiowesn any provision of any note, mortga
indenture, lease, instrument or other agreementniBeconcession, grant, franchise, licer
judgment, order, decree, statute, ordinance, nulegulation to which Parent, Merger Sub or
of Parent's other Subsidiaries is a party or byctvlainy of them or any of their assets or prope
is bound or which is applicable to any of them @y af their assets or properties.
authorization, consent or approval of, or filingtlwior notice to, any Governmental Entity
necessary for the execution and delivery of thigeggient by Parent or Merger Sub or
consummation by Parent or Merger Sub of the traimseac contemplated hereby, except far)(
the filing of the Certificate of Merger with the SGetary of State of the State of Delaware énd
such other consents, authorizations, filings, apgeoand registrations which if not obtainec
made would not have a Parent Material Adverse Effec

SEC Statements, Reports and DocumentsParent has timely filed all required forms, réppstatemen
and documents with the SEC since January 1, 198@nPheretofore has delivered or made availablke
Company true and complete copies of (a) its Anfegorts on Form 18-for the fiscal years ended Ju
30, 1998 and 1999, respectively, (b) its QuartBdyport on Form 1@ for the fiscal quarter September
1999, respectively, (c) all proxy statements ratatio Parent's meetings of stockholders (whetheuanol
special) held since June 30, 1997, (d) all othem$) reports, statements and documents filed arinesd)tc
be filed by it with the SEC since June 30, 1994 @) all amendments and supplements to all sywbris
and registration statements filed by Parent with $fC (the documents referred to in clauses (®){(ch
(d) and (e) being hereinafter referred to as tharéR Reports”). As of their respective dates, Rheen
Reports complied in all material respects with aplicable requirements of the Securities Act ame
Exchange Act and the rules and regulations pronedydahereunder, and did not contain any ur
statement of a material fact or omit to state aenmtfact required to be stated therein or necggsamake
the statements therein, in light of the circumsesnander which they were made, not misleading.
financial statements (including any related notédparent included in the Parent Reports were pegpia
conformity with GAAP applied on a consistent bggiscept as otherwise stated in the financial statds)
and present fairly the consolidated financial positresults of operations and changes in finarmositior
of Parent and its consolidated Subsidiaries ab@ftlates and for the periods indicated, subjedtencas
of unaudited interim consolidated financial statategto (i) the absence of certain notes theretb (&)
normal yearend audit adjustments which are not in the aggeegedterial. The consolidated balance s
of Parent and its subsidiaries at June 30, 192%)ding the notes thereto, is hereinafter refeteeds th
"Parent Balance Sheet."

Absence of Material Adverse ChangesSince the date of the Parent Balance Sheet, Hamemot suffere
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5.1

any Parent Material Adverse Effect, nor has theaioed or arisen any event, condition or statacts o
any character that could reasonably be expectesktdt in a Parent Material Adverse Effect.

Litigation and Audits . Except for any claim, action, suit or proceedthgclosed in the Parent Report:
set forth on Schedule 4.6 hereto, (a) there isnmestigation by any Governmental Entity with respe
Parent pending or, to the knowledge of Parentatereed, nor has any Governmental Entity indicadx
Parent or any of its Subsidiaries an intention daduct the same, and (b) there is no claim, acsait,
arbitration or proceeding pending or threatenednsgar involving Parent or any of its Subsidiayies any
of its or their assets or properties, at law oequity, or before any arbitrator or Governmentatitignin
each case that, if adversely determined, eithefysior in the aggregate, would prevent or materidklay
the consummation of the transactions contemplateebly.

ARTICLE 5

CONDUCT PRIOR TO THE EFFECTIVE TIME

Conduct of Business of the CompanyExcept as set forth on Schedule 5.1 hereto, legtilee date of th
Agreement and the Effective Time or the date, ¥f,am which this Agreement is earlier terminatedspan
to its terms, the Company and each of its Subsadiaghall, except to the extent that Parent shiéravise
consent in writing, (i) carry on its business ie thsual, regular and ordinary course in substintia sam
manner as heretofore conducted, pay its debtsaxas wwhen due subject to good faith disputes aweln
debts or taxes, pay or perform other material altiibigns when due subject to good faith disputes suel
obligations, and use all reasonable efforts comisiswith past practices and policies to presertvactnthe
Company's present business organizations, keefablathe services of its present officers and eygs:
and preserve its relationships with customers, Igengpand others having business relationships witto
the end that the Company's and each of its Subgsigoodwill and ongoing business be unimpaiteitie
Effective Time, and (ii) promptly notify Parent ahy event or occurrence not in the ordinary coaf
business of the Company and each of its Subsidiavi@ch will have or could reasonably be expect
have a Company Material Adverse Effect. In additioetween the date of this Agreement and the Eie
Time or the date, if any, on which this Agreemenearlier terminated pursuant to its terms, the Gy
and each of its Subsidiaries shall not, excepteceixtent that Parent shall otherwise consent iitngr

(@) amend its charter documents or by-laws;

(b) declare or pay any dividends or distributions od @ompany's outstanding shares of capital ¢
nor purchase, redeem or otherwise acquire for deration any shares of the Company's ce
stock or other securities except in accordance agtieements existing as of the date hereof;

(c) issue or sell any shares of its capital stock, ceéfleny stock split or otherwise change
capitalization as it exists on the date hereofssue, grant, or sell any options, stock appremi
or purchase rights, warrants, conversion rightsotwer rights, securities or commitme
obligating it to issue or sell any shares of itpita stock, or any securities or obligatic
convertible into, or exercisable or exchangeabteday shares of its capital stock, other thar
issuance of shares of Company Common Stock pursoidimeé conversion, exercise or exchancg
securities therefor outstanding as of the datedfiéneaccordance with their terms;

(d) borrow or agree to borrow any funds or voluntaimgur, or assume or become subject to, whi
directly or by way of guaranty or otherwise, anyigdition or Liability, except obligations incurr
in the ordinary course of business consistent patt practices;

(e) pay, discharge or satisfy any claim, obligatior_@bility in excess of $25,000 (in any one c:
or $50,000 (in the aggregate), other than the pagmischarge or satisfaction in the ordir
course of business of obligations reflected oneserved against in the Company Balance S
or incurred since the date of the Company BalanteeSin the ordinary course of busir
consistent with past practices or in connectiomhis transaction;

) except as required by applicable law, adopt or arierany material respect, any agreemei
plan (including severance arrangements) for thefiteof its employees;
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(9)

(h)

(i)

)

(k)
()

(m)

(n)

(0)

(P)

(@)

sell, mortgage, pledge or otherwise encumber godis of any of its assets which are mate
individually or in the aggregate, to the businesthe Company and its Subsidiaries, except ir
ordinary course of business consistent with pastties;

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 catjom, partnership interest, association or ¢
business organization or division thereof, or othee acquire any assets which are mate
individually or in the aggregate, to the businelsthe Company and its Subsidiaries, except ir
ordinary course of business consistent with pasttfoes;

subject to Section 5.1(0), increase the followimgoants payable or to become payable: (i)
salary of any of its directors or officers, othkan increases in the ordinary course of bus
consistent with past practices and not exceedingny case, ten percent (10%) of the directo
officer's salary on the date hereof, (ii) any otb@mpensation of its directors or officers, inchg
any increase in benefits under any bonus, insurgesesion or other benefit plan made for or
any of those persons, other than increases thaprakeded in the ordinary course of busir
consistent with past practices to broad categafi@nployees and do not discriminate in favc
the aforementioned persons, and (iii) the compesatf any of its other employees, consulti
or agents except in the ordinary course of busioessistent with past practices;

dispose of, permit to lapse, or otherwise fail tesgrve the rights of the Company or any c
Subsidiaries to use the Company Proprietary Rightenter into any settlement regarding
breach or infringement of, any Company Propriefaights, or modify any existing rights w
respect thereto, other than in the ordinary coofsbusiness consistent with past practices,
other than any such disposal, lapse, failure,esattht or modification that does not have and ¢
not reasonably be expected to have a Company Mbeatverse Effect;

sell, or grant any right to exclusive use dfoa any part of the Company Proprietary Rights;

enter into any contract or commitment or take atmgioaction that is not in the ordinary cours
its business or could reasonably be expected te lzav adverse impact on the transac
contemplated hereunder or that would have or coeddonably be expected to have a Com
Material Adverse Effect;

amend in any material respect any agreement tormthie Company or any of its Subsidiaries
party the amendment of which will have or couldsmebly be expected to have a Comy
Material Adverse Effect;

waive, release, transfer or permit to lapse anymdeor rights (i) that has a value, or invol
payment or receipt by it, of more than $25,000iipti{e waiver, release, transfer or lapse of w
would have or could reasonably be expected to havempany Material Adverse Effect;

take any action that would materially decretlieCompany's net wortpyrovided, howevey thal
payments by the Company of reasonable legal anouatiag fees related to the Merger shall
be deemed to be a breach of this Section 5.1(0);

make any change in any method of accounting orwattowy practice other than changes reqt
to be made in order that the Company's financaéstents comply with GAAP; or

agree, whether in writing or otherwise, to takg action described in this Section 5.1.

Conduct of Business of Parent Between the date of this Agreement and the B¥fediime or the date,
any, on which this Agreement is earlier termingtedsuant to its terms, Parent and each of its Si#rsas
shall not, except to the extent that the Comparall sltherwise consent in writing, take any actibiai
would materially impair Parent's ability to pay thggregate Merger Price or otherwise to perforr
obligations under this Agreement.

ARTICLE 6

ADDITIONAL AGREEMENTS



6.1

6.2

6.3

Exclusivity . From and after the date of this Agreement umtd earlier of the Effective Time or t
termination of this Agreement in accordance withidde 9 hereof, [but in any event at least sevdivy-
(75) days after the date of the Letter of Intethg Company and its Subsidiaries will not, direatk
indirectly, through their respective affiliates,eags, officers and directors, directly or indirggctbolicit,
initiate, or participate in discussions or negatiag or otherwise cooperate in any way with, owvjte any
information to, any corporation, partnership, parsor other entity or group concerning any tendégr
exchange offer, merger, business combination, gfagubstantial assets, sale of shares of capiiaksot
similar transaction involving the Company or anyitefSubsidiaries (all such transactions beingrretetc
herein as "Acquisition Proposals"). Notwithstandihg foregoing, the Company may furnish informa
concerning its business, properties, or assetsidoeater into negotiations with a corporation, parship
person, or other entity or group, if the party rees an unsolicited Acquisition Proposal and ow@sidunse
to the Company advises the Company's board of tdnecin writing that the board's fiducie
responsibilities under applicable law require thath information be provided or negotiations bel tveith
the person presenting the Acquisition Proposalrdento avoid a breach of such fiduciary respohisés.
Notwithstanding the foregoing, in the event tha¢ thompany at any time after the date of the Leait
Intent and before the earlier of the Effective Tiorethe termination of this Agreement in accordawi
Article 9 hereof, accepts an Acquisition Proposairf any person or entity other than Parent, obtieed o
directors of the Company fails, for any reasonatwhorize and recommend to the stockholders @
Company the entering into this Agreement and thesemmation of the transactions contemplated he
or the board of directors of the Company withdrawsnodifies such authorization or recommendatiba
Parent shall be entitled, upon demand submitted fiorm of a notice to the Company (the "Dem
Notice") setting forth the costs and expenses necliby the Parent or Merger Sub in connection Wt
due diligence efforts related to transactions aoplated hereby (the "Due Diligence Costs"), to
payment of the Due Diligence Costs up to the tammount of $50,000. The Company shall pay
Diligence Costs within ten (10) days of the receipthe Demand Notice.

Expenses If the Company pays or incurs in connection wiita Merger any costs and expenses for fee
disbursement of consultants, investment bankersoéimel financial advisors, counsel and accountan
excess of $30,000, the amount of the excess oWE0®3 shall be deducted from the aggregate Menges
and shall reducpro ratathe Merger Price Per Share, so that the stockiolafethe Company shall bear
excess cost. Parent shall be responsible for thits emd expenses incurred by the Parent and thgeM8ut
in connection with the Merger, including fees ansbdrsements of consultants, investment banker:
other financial advisors, counsel and accountaxtsie of the parties of any of their Affiliates dhbé
responsible for any of the costs and expenseseobitier parties, except that Parent, Merger Sulbaady
of their Affiliates may in their sole discretiontdemine the manner in which they wish to sharectists an
expenses incurred by Parent and Merger Sub in ctionewith the Merger.

Indemnification.

6.3.1  Indemnification. Subject to the terms of this Section 6.3, from afidr the Closing Date, Pare
the Surviving Corporation, each Subsidiary or Adlé of Parent and their respective direc
officers, employees, Affiliates, representativasccessor and assigns (collectively "Indemni
Parties”) shall be entitled to payment and reimbument of the full amount of Loss suffer
incurred or paid by any Indemnified Party, by reaef in whole or in part, any misrepresenta
or inaccuracy in, or breach of, any representatorwarranty made by the Company in
Agreement or any Exhibits or Schedules hereto er dértificates delivered pursuant to
Agreement (each such representation or warrantyldvoead as if all qualifications as
materiality and knowledge were deleted therefrouoh @ach such representation or warranty w
read as if made by such Stockholder).

6.3.2  Indemnification Representative.The Company hereby appoints, and by adopting aptbamg
this Agreement and the Merger, the Stockholderl bbadeemed to appoint, David Deltano |
"Stockholder Representative"), with full and ungfied power to delegate to one or more Per
the authority granted to him hereunder, to actaah ef their agent and attorneyfawct, with full
power of substitution, with authority.

(@) to receive and to accept on behalf of each Stodenahny notice from the Compe
given in accordance with the terms of this Sect#o® (and any notice given to 1



Stockholder Representative shall be deemed to Ieee given to each Stockholder);

(b) to give on behalf of each Stockholder any noti@gresentation, demand, or ot
communication that it may be necessary, desirabl@therwise appropriate to give
secure and to preserve for each Stockholder thefibesf any policy or policies ¢
insurance, surety, indemnification, or other reimsiement for any amount for which -
Stockholder may be liable directly or indirectlydem this Agreement ("Indemnificatir
Insurance");

(c) to cooperate with any and all Indemnified Partednvestigate, negotiate, settle, ¢
compromise any claim of any Indemnified Party asseunder this Agreememd the
extent and only to the extetthat any liability of any Stockholder established
confirmed thereby is covered by Indemnificationulrzsice, and to execute on behal
any Stockholder any agreement, instrument, or atbeument that, in the sole discret
of the Stockholder Representative, is necessawiraide, or otherwise appropriate
effect any such settlement or compromise;

provided, howeve, that the Stockholder Representative shall haviabdity or obligation to any Indemnified Pal
otherwise than and to the extent his individudlilisy as a Stockholder.

6.4

6.3.3

6.3.4

6.3.5

6.3.6

Claims for Indemnification. Upon obtaining knowledge of any facts, claim or dechwhich ha
given rise to, or could reasonably give rise ta@Jaam for indemnification hereunder (referrec
herein as an "Indemnification Claim"), the IndenedfParty shall promptly give written notice
such facts, claim or demand ("Notice of Claim"}the party from whom indemnification is sou
(the "Indemnifying Party"). So long as the NotideGdaim is given by the Indemnified Party in-
Claims Period specified in Section 6.3.6, no falar delay by the Indemnified Party in the giv
of a Notice of Claim shall reduce or otherwise eiffédhe Indemnified Party's right

indemnification except to the extent that the Indéwing Party has been prejudiced thereby.

Defense by Indemnifying Party.In the event of a claim or demand asserted byrd farty (¢
"Third Party Claim"), the Indemnifying Party actitfiyough the Indemnification Representativ:
applicable, shall have the right, but not the ddign, exercisable by written notice to

Indemnified Party within 10 days of the date of tiNotice of Claim concerning tl
commencement or assertion of any Third Party Clanparticipate in the defense of such T
Party Claim. The Indemnified Party shall not settlech Third Party Claim without the pr
written consent of the Indemnifying Party, whichnsent shall not be unreasonably withhel
delayed.

Limitation on Liability for Indemnity . The Indemnified Parties shall not be entitlec
indemnification pursuant to this Section 6.5 utié aggregate amount of all losses, expe
liabilities and other damages suffered by the Imiéed Parties exceeds $100,000 (incluc
attorney's fees and expenses incurred in connedtierewith) (the "Indemnity Thresholc
whereupon the Indemnified Parties shall be enttitethdemnification hereunder for the aggre:
amount of all of such losses, expenses, liabilitied other damages suffered by the Indemr
Parties or any Indemnified Party, in excess of $100 in the aggregate. The Indemnity Thres
shall be determined without regard to any mateyigualification contained in any representa
or warranty. The liability of any Stockholder witbspect to any claim under this Section 6.3 :
not exceed @ro rata portion of the amount of the claim equal to thaicRholder's proportion «
the total Merger Price; and the aggregate liabityany Stockholder under this Section 6.3 ¢
not in any event exceed the aggregate Merger PeceShare to which that Stockholder is ent
pursuant to Section 2.3.1. The aggregate liabilftall the Stockholders for indemnification un
this Section 6.3 shall not exceed $1,000,000.

Claims Period . Any claim for indemnification under this Secti6rb must be asserted by writ
notice on or before the date that is 18 monthsr dfte Closing Datewith respect to all othi
Losses.

Access and Information. The parties shall afford to each other and tar ttespective officers, employe
accountants, counsel and other authorized repigserd full and complete access, upon 24 hoursrad
telephone notice, during regular business hoursutihout the period prior to the earlier of theegfive
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6.6

6.7.

7.1

Time or the termination of this Agreement pursunits terms, to their offices, properties, booksl
records and shall use reasonable efforts to cdwese respective representatives and independerlic
accountants to furnish to each other such additiomancial and operating data and other informa@s tc
their respective businesses, customers, vendorpraperties and those of their Subsidiaries asejparty
may from time to time reasonably request. In thenéwf a claim for indemnification pursuant to $@a
6.3, the parties shall cooperate in any investgatif relevant facts, and each Indemnified Parall stiford
to the Indemnifying Parties (and to any authorizegresentative of an insurer providing applic
Indemnification Insurance) reasonable access agda in the first sentence of this paragraph.

Public Disclosure. Except as otherwise required by law, any preksase or other public disclosure
information regarding the proposed transactionlisiag the negotiations with respect to the Mergec
the terms and existence of this Agreement) shatleaeloped by Parent, subject to the Company'swe
The Company and Parent agree that each party'slisolesure obligations contained in the Letterraéhi
shall remain in full force and effect in accordamgth the terms thereof and hereof.

No Solicitation of Employees Parent and the Company agree that between theotiltis Agreement ai
the Effective Time or the date one year after the dif any, on which this Agreement is earlienteratec
pursuant to its terms, whichever period is longeither party shall solicit, induce or recruit asfythe othe
party's employees to leave their employment, otlservthan in response to general advertisemer
solicitations not directed specially to employe&the other party.

Further Assurances.

6.7.1  Generally . Subject to terms and conditions herein provided # the fiduciary duties of tl
board of directors and officers of any party, eathhe parties agrees to use its commerc
reasonable efforts to take, or cause to be takleactson and to do, or cause to be done, all t
necessary, proper or advisable under applicable Ewd regulations to consummate and r
effective this Agreement and the transactions coptated hereby. In case at any time any fui
action, including, without limitation, the obtaigjrof waivers and consents under any agreen
material contracts or leases and the executiondafidery of any licenses or sublicenses for
software, is necessary, proper or advisable to @art the purposes of this Agreement, the pr
officers and directors of each party to this Agreatare hereby directed and authorized tc
their reasonable best efforts to effectuate alliiregl action.

6.7.2  Novation of the Material Contracts. Each party agrees to use its best reasonableseftoeffec
the novation of each contract of the Company, ¥, @hat may require novation under its term
under applicable laws or regulations as a resultthaf transactions contemplated by
Agreement, and further agrees to provide all docuaimn necessary to effect each ¢
novation, including, without limitation, all instments, certifications, requests, legal opini
audited financial statements, and other documeamsired by Part 42 of the Federal Acquisi
Regulation to effect a novation of any contracthwihe Government of the United States
particular and without limiting the generality diet foregoing, the Company shall continue
communicate with responsible officers of the Goweent of the United States from time to ti
as may be appropriate and permissible, to reqpesidy action on any and all requests for cor
to novation.

ARTICLE 7

CONDITIONS PRECEDENT

Conditions Precedent to the Obligations of Each P&y . The obligations of the parties hereto to effbe
Merger shall be subject to the fulfillment at oiogpito the Closing of the following conditions:

7.1.1  Stockholder Approval . This Agreement and the transactions contemplagrdby shall hay
been approved by the requisite vote under appkdal of the stockholders of the Company.

7.1.2 Board of Directors Consents. This Agreement and the Merger and the other &@ticns
contemplated hereby shall have been approved bydhed of directors of each of Compe
Parent and Merger Sub.



7.1.3 lllegality. There shall not have been any action taken, argtatate, rule or regulation shall h:
been enacted, by any state or federal governmeaaricggsince the date of this Agreement
would prohibit or materially restrict the Merger any other material transaction contempl.
hereby.

7.1.4  Government ConsentsAll filings with and notifications to, and all apprals and authorizatio
of, third parties (including, without limitation, dwernmental Entities) required for 1
consummation of the Merger and the other matergadsiactions contemplated hereby shall |
been made or obtained and all such approvals atmbréations obtained shall be effective
shall not have been suspended, revoked or stayadtion of any Governmental Entity.

7.1.5 No Injunction . No injunction or restraining or other order issugy a court of compete
jurisdiction that prohibits or materially restrictse consummation of the Merger or the o
transactions contemplated hereby shall be in effeath party agreeing to use all reasor
efforts to have any injunction or other order immaéely lifted), and no action or proceeding s
have been commenced or threatened in writing sgekiy injunction or restraining or other or
that seeks to prohibit, restrain, invalidate or astieconsummation of the Merger or any of
other transactions contemplated hereby.

Conditions Precedent to Obligation of Parent and Meger Sub to Effect the Merger. The obligation of
Parent and Merger Sub to effect the Merger shadiuiigect to the fulfillment or waiver at or priar the
Closing of the following additional conditions:

7.2.1  Representations and Warranties The representations and warranties of the Compantained
in this Agreement shall be true and correct inredterial respects on and as of the Closing Date,
except for changes contemplated by this Agreemaheacept for those representations and
warranties which address matters only as of aquaati date (which shall remain true and correct
as of such date), with the same force and effeiftraade on and as of the Closing Date, except in
all such cases, for such breaches, inaccuraciesisisions of such representations and warranties
which have neither had nor reasonably would be &epeto have a Company Material Adverse
Effect; and the Company shall have delivered t@/®ea certificate to that effect, dated the date of
the Closing and signed on behalf of the CompanghbyPresident and Chief Financial Officer of
the Company.

7.2.2  Agreements and Covenants The Company shall have performed in all mategapects all of it
agreements and covenants set forth herein thategugred to be performed at or prior to
Closing Date; and the Company shall have delivéoe@larent a certificate to that effect, date
of the Closing Date and signed on behalf of the gamy by the President and Chief Finar
Officer of the Company.

7.2.3  Cash AssetsThe Company shall at the Closing Date have castsaaséat least $1,300,000.

7.2.4  Legal Opinion . Parent and Merger Sub shall have received anawpinom Testa, Hurwitz ¢
Thibeault LLP, counsel to the Company, in substdigtthe form attached hereto as Exhibit 7
hereto.

7.2.5 Closing Documents The Company shall have delivered to Parent thegamy closing certifica
and such closing documents as the Parent shatimebhly request (other than additional opin
of counsel). The Company closing certificate, dasdf the Closing Date, duly executed by
Company's secretary, shall certify as to (i) thgnsig authority, incumbency and specir
signature of the signatories of this Agreement atiter documents signed on behalf of
Company in connection herewith, (ii) the resolusicedopted by the board of directors of
Company authorizing and approving the executiotiyely and performance of this Agreem
and the other documents executed in connectionwitereand the consummation of i
transactions contemplated hereby and thereby aag $hat such resolutions have not [
modified, amended, revoked or rescinded and renmaifull force and effect, and (iii) tt
certificate of incorporation and by-laws of the Gmany.

7.2.6  Third Party Consents. All third party consents or approvals listed ich8dule 7.2.6 hereto sh
have been obtained by the Company and shall betie#eand shall not have been suspen



7.3

1.2.7

7.2.8

7.2.9

revoked, or stayed by action of any such thirdypart

Payment List . The Company shall have delivered to Parent a(the "Payment List") of tF
persons entitled to payment of any of the MergérePas of the Closing Date, showing for €
such person the amount of Common Stock owned ofdethe amount of any promissory not:
other monetary obligation of the person to the Canmypwhich may be set off against or othen
deducted from the payment otherwise due to thatgperand the address to which document
relating to the transaction contemplated by thise&gnent should be sent.

Diligence Review. Parent and its accountants and attorneys sha# banducted a diligen
investigation of all maters related to the businesshe Company and its Subsidiaries dee
relevant by Parent or its accountants and attorteegsich diligence investigation, and the re:
of such diligence investigation shall have beersfattory to Parent.

Consulting Agreement. The Company shall have entered into written climguagreement wit
George Adaniya, in form and substance reasonahgfaztory to Parent.

Conditions to Obligations of the Company to Effectthe Merger . The obligation of the Company
effect the Merger shall be subject to the fulfillmer waiver at or prior to the Closing of the &olling
additional conditions:

7.3.1

7.3.2

7.3.3

7.3.4

7.3.5

7.3.6

Representations and Warranties The representations and warranties of Parentaarder Sul
contained in this Agreement shall be true and corre all material respects on and as of
Closing Date, except for changes contemplated by #fgreement and except for th
representations and warranties which address mattdy as of a particular date (which s
remain true and correct as of such date), wittrstiee force and effect as if made on and as «
Closing Date, except in all such cases, for suaadites, inaccuracies or omissions of
representations and warranties which have neithémior reasonably would be expected to he
Parent Material Adverse Effect; and Parent shaliehdelivered to the Company a certificatt
that effect, dated the date of the Closing andezigmn behalf of Parent by the President and (
Financial Officer of Parent.

Agreements and Covenants Parent and Merger Sub shall have performed imaterial respec
all of their agreements and covenants set forteihghat are required to be performed at or |
to the Closing Date; and Parent shall have deld/¢oethe Company a certificate to that eff
dated as of the Closing Date and signed on beld&boent by the President and Chief Finar
Officer of Parent.

Legal Opinion . The Company shall have received opinions fronfréefP. Elefante, Executi
Vice President of Parent, and Foley, Hoag & Elio® , counsel to Parent, in substantially
forms attached hereto as Exhibit 7.3.3.

Closing Documents. Parent and Merger Sub shall have delivered toGbepany closin
certificates of Parent and Merger Sub and suchratlusing documents as the Company ¢
reasonably request (other than additional opinminsounsel). Each of the closing certificate:
Parent and Merger Sub, dated as of the Closing, Datg executed by the secretary of Parent
Merger Sub, respectively, shall certify as to (i¢ tsigning authority, incumbency and speci
signature of the signatories of this Agreement atheér documents signed on behalf of Paren
Merger Sub in connection herewith, (ii) the resolug adopted by the board of directors of
Parent and Merger Sub authorizing and approvingieeution, delivery and performance of
Agreement and the other documents executed in ctionenerewith and the consummation of
transactions contemplated hereby and thereby aag $hat such resolutions have not [
modified, amended, revoked or rescinded and renmaifull force and effect, and (iii) tt
Certificate of Incorporation and By-Laws of the &arand Articles of Incorporation and Bgws
Merger Sub.

Material Adverse Effect . Since the date of this Agreement, Parent shdllhawe suffered
Parent Material Adverse Effect.

Payment of Purchase Price The Parent shall have made provisions acceptalilee Compan
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7.3.7

for payment of the aggregate Merger Price purstgatiite provisions of Section 2.4.2 hereof.
Indemnification Insurance . The Company or the Stockholders shall have obét
Indemnification Insurance with respect to theirpegive obligations under Section 6.3 on te
satisfactory to the Stockholder Representative.

ARTICLE 8

SURVIVAL OF REPRESENTATIONS

Survival of Representations

8.1.1

8.1.2

The Company's Representations All representations and warranties made by thegamy ir
this Agreement or any certificate or other writohgjivered by the Company or any of its Affilia
pursuant hereto or in connection herewith shaNisarthe Closing and any investigation at
time made by or on behalf of Parent and shall teatei on the date which is 18 months aftel
Effective Time (except that Indemnified Party clainppending on such date continue
resolved). The covenants made by the Company 81 Algreement or any certificate or ot
writing delivered by the Company or any of its A#ftes pursuant hereto or in connection here
shall survive the Closing and any investigatioarat time made by or on behalf of Parent.

Parent's Representations All representations and warranties made by ParedtMerger Sub
this Agreement or any certificate or other writiebglivered by Parent, Merger Sub or any of t
respective Affiliates pursuant hereto or in conmmecherewith shall survive the Closing and
investigation at any time made by or on behalfhef Company and shall terminate on date tf
eighteen (18) months after the Effective Time (@tdbat Company claims pending on that
shall continued until resolved). The covenants mhgethe Parent in this Agreement or
certificate or other writing delivered by the PdreMerger Sub and their respective Affilia
pursuant hereto or in connection herewith shaNisarthe Closing and any investigation at
time made by or on behalf of the Company.

ARTICLE 9

OTHER PROVISIONS

Termination Events. This Agreement may be terminated and the Merigandoned at any time prior to
the Effective Time:

(@)
(b)

(©)

(d)

by mutual written consent of Parent and the Qaomy:;

by Parent if there has been a breach of any repes®, warranty, covenant or agreen
contained in this Agreement on the part of the Camypand such breach has not been cured v
ten business days after written notice to the Camgarovided, that neither Parent nor Mel
Sub is in material breach of the terms of this Agnent, and provided further, that no cure pe
shall be required for a breach which by its nataenot be cured) such that the conditions set
in Section 7.2.1 or Section 7.2.2 hereof, as tise caay be, will not be satisfied;

by Parent, if the Company or its board of diveg shall have i) withdrawn, modified or amend
in any material respect its approval of this Agreator the transactions contemplated herei
(il ) taken any public position inconsistent with iggpeoval or recommendation, includii
without limitation, having failed (without the caarst of Parent) after a reasonable period of
to reject or disapprove any Acquisition Proposal &fter a reasonable period of time
recommend to its shareholders such rejection @pgi®val), and in that event the Company ¢
pay to Parent the Due Diligence Costs pursuanetbi& 6.3;

by the Company if there has been a breach of gimgsentation, warranty, covenant or agree!
contained in this Agreement on the part of Parentlerger Sub and such breach has not
cured within ten business days after written naotec®arent (provided, that the Company is ni
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(€)

(f)

(9)

material breach of the terms of this Agreement, jprvided further, that no cure period shal
required for a breach which by its nature cannotimed) such that the conditions set fort
Section 7.3.1 or Section 7.3.2 hereof, as the wagebe, will not be satisfied,;

by the Company, if the Company accepts an AcqaisifProposal for any reason, includ
pursuant to a goofkith determination by its Board of Directors, aftensulting with counsel, th
not to accept the Acquisition Proposal would cduostia breach of the Directors' fiduciary ¢
under DGCLprovided, howeverthat in that event the Company shall pay to PateatDue
Diligence Costs pursuant to Section 6.3;

by any party hereto if: (i) there shall be adi, nonappealable order of a federal or state cot
effect preventing consummation of the Merger; ttigre shall be any final action taken, or
statute, rule, regulation or order enacted, proateld or issued or deemed applicable tc
Merger by any Governmental Entity which would maasummation of the Merger illegal
which would prohibit Parent's or Merger Sub's owhgy or operation of all or a material port
of the business or assets of the Company, or cofgent or Merger Sub to dispose of or |
separate all or a material portion of the busimessssets of the Company or Parent or Mergel
as a result of the Merger; (iii) if the Companytscg&holders do not approve this Agreement
the transactions contemplated hereby at the Comigeaying; or

by any party hereto if the Merger shall not haverbeonsummated by February 29, 2
provided that the right to terminate this Agreemamder this Section 9.1(g) shall not be avall
to any party whose failure to fulfill any materiabligation under this Agreement has been
cause of, or resulted in, the failure of the EffexfTime to occur on or before such date.

Notices. All notices and other communications hereundaitl g¥e in writing and shall be deemed give
delivered by hand sent via a reputable nationwmigier service or mailed by registered or certifradil
(return receipt requested) to the parties at thleviing addresses (or at such other address faarty @
shall be specified by like notice) and shall bendee given on the date on which so haledivered or on th
third business day following the date on which soled or sent:

To Parent and Merger Sub

CACI International Inc

1100 North Glebe Road

Arlington, VA 22201

Attention: Dr. J. P. London, Chairman

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 02109

To the Company

XEN Corporation
9990 Lee Highway
Suite 530

Fairfax, VA 22030
Attention:

with copies to:

Kathy A. Fields, Esq.
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9.4

9.5

9.6

9.7

9.8

Testa, Hurwitz & Thibeault, LLP
125 High Street
Boston, MA 02110

Entire Agreement . This Agreement and the documents and instrunerdsother agreements among
parties hereto as contemplated by or referred teiteonstitute the entire agreement among theegastth
respect to the subject matter hereof and superakdather prior agreements and understandings,
written and oral, between the parties with respethe subject matter hereof, including the Letteintent.
Each party hereto acknowledges that, in entering fhgreement and completing the transact
contemplated hereby, such party is not relying oy r@presentation, warranty, covenant or agreemet
expressly stated in this Agreement or in the agesgsnamong the parties contemplated by or refao
herein.

Assignability . This Agreement is not intended to confer upon p@sson other than the parties hereto
rights or remedies hereunder, except as otherwsessly provided herein. Neither this Agreementany
of the rights and obligations of the parties hedsurshall be assigned or delegated, whether byatperof
law or otherwise, without the written consent dfgalrties hereto, except that certain rights andyations
of Merger Sub and the Company may be assigned eledated to the Surviving Corporation as a redt
the Merger without any further consent hereunder.

Validity . The invalidity or unenforceability of any prowsis of this Agreement shall not affect the vali
or enforceability of any other provisions of thigr@ement, each of which shall remain in full foere
effect.

Specific Performance. The parties hereto acknowledge that damages atagenot adequately compens
a party for violation by another party of this Agment. Accordingly, in addition to all other remesliha
may be available hereunder or under applicable day,party shall have the right to any equitabliefréhat
may be appropriate to remedy a breach or threatbresith by any other party hereunder, including
right to enforce specifically the terms of this Agment by obtaining injunctive relief in respectaoiy
violation or non-performance hereof.

Governing Law . This Agreement shall take effect and shall besttoed as a contract under the laws o
State of Delaware.

Counterparts . This Agreement may be executed in one or morateoparts, all of which together shall
constitute one and the same agreement.

IN WITNESS WHEREOF, the parties have duly exectiisl Agreement and Plan of Merger under seal diseoflate first above written.

CACI International Inc
By: /sl Jeffrey P. Elefante

Title: Executive Vice President
General Counsel & Secretary

CACI Acquisition Corporation
By: /sl Jeffrey P. Elefante

Title: Executive Vice President
General Counsel & Secretary

XEN Corporation
By: /s/ Randall H. Millar




Title: President

Exhibit 99.2

CACI Completes Acquisition of XEN Corporation

Synergiesin Information Security and Electronic Commerce
for Growth in Intelligence Markets

Arlington, Va., February 2, 2000 €ACI International Inc (NASDAQ: CACI) announceddty it has completed the acquisition of all of
outstanding shares of XEN Corporation (XEN), a gty held Delaware company.

XEN is headquartered in Fairfax, Virginia, with ethoffices in Denver, Colorado. XEN provides quaBlstems engineering, enginee
design, distance learning, training developmenttimadia support, electronic commerce, and datarigcservices to national intelliger
organizations, the Department of Defense, and tl¥e Navy. XEN's revenues for its fiscal year enddeptember 30, 1999 were $8.5 million.

L. Kenneth Johnson, President, CACI, Inc., stalted tThis addition of XEN's capabilities to ourdlveinable us to continue the growth of
work for the intelligence community. We continuest®e significant opportunity for CACI in this areathe breadth of our offerings expan:

CACI International Inc (http://www.caci.com) is amformation technology products and services prewvigpecializing in developing a
integrating systems, software, and networks andigiry intelligence, esommerce, and information assurance services t@rgmen
agencies and commercial enterprises worldwide. Ii€alimg 38 years in business, the company has zippately 4,300 employees &
operates out of more than 90 offices in the U. 8. Enrope.

There are statements made above which do not aslthistorical facts and, therefore, could be interted to be forwardeoking 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: ciges in interest rates; the risks and uncertaintissociated 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 procurementhsas bid protest) and termination risks; individlimusiness decisions of our clier
paradigm shifts in technology; competitive facteteeh as pricing pressures and/or competition te l@nd retain employees; our ability
complete acquisitions and/or divestitures approfigo achievement of our strategic plans; and othisks described in the Compar
Securities and Exchange Commission filings.

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