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Xircom, Inc. shareholders are advised to read the tender offer statement
regarding the acquisition of Xircom which will be filed by Intel Corporation and
ESR Acquisition Corporation with the SEC, and the related
solicitation/recommendation statement which will be filed by Xircom with the
SEC. The tender offer statement (including an offer to purchase, letter of
transmittal and related tender offer documents) and the
solicitation/recommendation statement will contain important information which
should be read carefully before any decision is made with respect to the offer.
These documents will be made available to all shareholders of Xircom at no
expense to them. These documents also will be available at no charge at the
SEC's web site, www.sec.gov.

#F # # #

This filing may contain forward-looking statements based on current
expectations or beliefs, as well as a number of assumptions about future events.
These statements AND all other statements that may be made in this filing that
are not historical facts, are subject to factors and uncertainties that could
cause actual results to differ materially from those described in the
forward-looking statements. The reader is cautioned not to put undue reliance on
these forward-looking statements, which are not a guarantee of future
performance and are subject to a number of uncertainties and other factors, many
of which are outside the control of Intel and Xircom. The forward-looking
statements in this filing address a variety of subjects including, for example,
the expected date of closing of the acquisition and the potential benefits of
the acquisition. The following factors, among others, could cause actual results
to differ materially from those described in these forward-looking statements:
the risk that Xircom's businesses will not be successfully integrated with
Intel's business; costs associated with the acquisition; the successful
completion of the acquisition; matters arising in connection with the parties'
efforts to comply with applicable regulatory requirements relating to the
transaction; increased competition and technological changes in the industries
in which Intel and Xircom compete; impact of events outside the United States
such as the business impact of fluctuating currency rates or unrest or political
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instability in a locale; finally, current negative trends in global economic
conditions make it particularly difficult at present to predict product demand
and other related matters. For a detailed discussion of these and other
cautionary statements, please refer to Intel's filings with the Securities and
Exchange Commission, including the Annual Report on Form 10-K for the year ended
December 25, 1999 for Intel.

The following is a copy of the Agreement and Plan of Merger dated as of January
15, 2001 by and among Xircom, Inc., Intel Corporation and ESR Acquisition
Corporation (the "Merger Agreement"). This filing modifies, supercedes and
replaces any reference to, or discussion or summary of, the Merger Agreement and
the Offer contemplated thereby contained in any previously filed communications.

AGREEMENT AND PLAN OF MERGER

DATED AS OF JANUARY 15, 2001

BY AND AMONG

XIRCOM, INC.,

INTEL CORPORATION

AND

ESR ACQUISITION CORPORATION
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AGREEMENT AND PLAN OF MERGER

THIS AGREEMENT AND PLAN OF MERGER (this "Agreement"), dated as
of January 15, 2001, is by and among Xircom, Inc., a California corporation (the
"Company"), Intel Corporation, a Delaware corporation ("Parent"), and ESR
Acquisition Corporation, a Delaware corporation and a direct wholly-owned
subsidiary of Parent ("Acquisition"). Capitalized terms used but not otherwise
defined herein shall have the meanings ascribed to such terms in Section 8.8 of
this Agreement.

WHEREAS, the Boards of Directors of the Company, Parent and
Acquisition have each (i) determined that the Merger (as defined below) is
advisable and fair and in the best interests of their respective stockholders
and (ii) approved the Merger upon the terms and subject to the conditions set
forth in this Agreement;

WHEREAS, in furtherance thereof, it is proposed that Acquisition
shall, promptly after the public announcement hereof, commence a tender offer
(the "Offer") to acquire all of the outstanding shares (the "Shares") of common
stock, par value $0.001 per share, of the Company (the "Company Common Stock"),
at a price of Twenty-Five Dollars ($25.00) per Share, net to the seller in cash,
without interest, less any required withholding taxes (such amount, or any
greater amount per share paid pursuant to the Offer, being hereinafter referred
to as the "Offer Price"), in accordance with the terms and subject to the
conditions provided herein;

WHEREAS, concurrently with the execution and delivery of this
Agreement and as a condition and inducement to Parent's willingness to enter
into this Agreement, Parent and the Company have entered into a Stock Option
Agreement, dated as of the date hereof, in the form attached hereto as Exhibit A
(the "Stock Option Agreement"), pursuant to which the Company has granted to
Parent an option to purchase shares of Company Common Stock under certain
circumstances; and

WHEREAS, concurrently with the execution and delivery of this
Agreement and as a condition and inducement to Parent's willingness to enter
into this Agreement, certain shareholders of the Company have entered into a
Tender and Voting Agreement, dated as of the date of this Agreement, in the form
attached hereto as Exhibit B (the "Voting Agreement"), pursuant to which such
shareholders have agreed to tender to Acquisition all Shares beneficially owned
by such shareholders and to vote, if necessary, all voting securities of the
Company beneficially owned by them in favor of approval and adoption of this
Agreement and the Merger.

NOW, THEREFORE, in consideration of the foregoing premises and
the representations, warranties, covenants and agreements herein contained, and
intending to be legally bound hereby, the Company, Parent and Acquisition hereby
agree as follows:

10

ARTICLE 1
THE OFFER

SECTION 1.1. The Offer.
(a) Provided that this Agreement shall not have been terminated

and subject to the terms hereof, within ten (10) business days after the public
announcement of the execution hereof by the parties, Acquisition shall (and



Edgar Filing: XIRCOM INC - Form SC TO-C

Parent shall cause Acquisition to) commence (within the meaning of Rule 14d-2
under the Securities Exchange Act of 1934, as amended (the "Exchange Act")), the
Offer for all of the Shares, at the Offer Price. The obligation of Acquisition
to accept for payment and to pay for any Shares tendered (and the obligation of
Parent to cause Acquisition to accept for payment and to pay for any Shares
tendered) shall be subject only to (i) the condition that at least a majority of
Shares on a fully-diluted basis (including for purposes of such calculation all
Shares issuable upon exercise of all vested Company Stock Options (as defined in
Section 2.11) and unvested Company Stock Options that vest (or upon consummation
of the Offer will vest) prior to the Final Date (as defined in Section 7.1), but
excluding any Shares held by the Company or any of its subsidiaries) be validly
tendered and not withdrawn prior to the expiration of the Offer or otherwise
already be beneficially owned by Parent or Acquisition (the "Minimum
Condition"), and (ii) the satisfaction or the waiver by Acquisition of the other
conditions set forth in Annex A. Acquisition expressly reserves the right to
waive any such condition, to increase the Offer Price or to make any other
changes in the terms and conditions of the Offer; provided, however, that unless
previously approved by the Company in writing, no change may be made that (i)

decreases the Offer Price, (ii) changes the form of consideration to be paid in
the Offer, (iii) reduces the maximum number of Shares to be purchased in the
Offer, (iv) imposes conditions to the Offer in addition to those set forth in

Annex A, (v) amends the conditions set forth in Annex A to broaden the scope of
such conditions, (vi) amends any other term of the Offer in a manner adverse to
the holders of the Shares, (vii) extends the Offer except as provided in Section
1.1(b), or (viii) amends or waives the Minimum Condition. It is agreed that the
conditions set forth in Annex A are for the sole benefit of Parent and
Acquisition and may be waived by Parent and Acquisition, in whole or in part, at
any time and from time to time, in their sole discretion, other than the Minimum
Condition, as to which prior written approval of the Company is required. The
failure by Parent and Acquisition at any time to exercise any of the foregoing
rights shall not be deemed a waiver of any such right, and each such right shall
be deemed an ongoing right that may be asserted at any time and from time to
time. The Company agrees that no Shares held by the Company or any of its
subsidiaries will be tendered in the Offer.

(b) Subject to the terms and conditions hereof, the Offer shall
expire at midnight, New York City time, on the date that is twenty (20) business
days after the date the Offer is commenced; provided, however, that without the
consent of the Company's Board of Directors (the "Company Board"), Acquisition
may (i) from time to time extend the Offer, if at the scheduled expiration date
of the Offer any of the conditions to the Offer shall not have been satisfied or
waived, until such time as such conditions are satisfied or

11

waived; (ii) extend the Offer for any period required by any rule, regulation,
interpretation or position of the Securities and Exchange Commission (the "SEC")
or the staff thereof applicable to the Offer; (iii) if the first purchase of
Shares under the Offer shall not have occurred prior to March 31, 2001, extend
the Offer to the later of April 10, 2001 and the date on which all conditions to
the Offer have been satisfied; or (iv) extend the Offer for any reason on one or
more occasions for an aggregate period of not more than ten (10) business days
beyond the latest expiration date that would otherwise be permitted under clause
(i), (ii) or (iii) of this sentence if on such expiration date there shall not
have been tendered at least ninety percent (90%) of the outstanding Shares.
Parent and Acquisition agree that, if any one or more of the conditions to the
Offer set forth on Annex A are not satisfied and none of the events set forth in
paragraphs (a) through (f) of Annex A that would permit Acquisition not to
accept tendered Shares for payment has occurred and is continuing at the time of

10
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any scheduled expiration date of the Offer, then, provided, that such conditions
are reasonably capable of being satisfied, Acquisition shall extend the Offer
from time to time unless any such condition is no longer reasonably capable of
being satisfied or any such event has occurred; provided, however, that in no
event shall Acquisition be required to extend the Offer beyond March 31, 2001
(provided that if on March 31, 2001 the condition set forth in clause (ii) of
the first paragraph of Annex A hereto regarding the HSR Act (as defined in
Section 3.6 below) 1is not satisfied and none of the events set forth in
paragraphs (a) through (f) of Annex A that would permit Acquisition not to
accept Shares tendered for payment has occurred and is continuing, such date
shall be automatically extended to May 15, 2001). Acquisition may provide a
"subsequent offering period" (as contemplated by Rule 14d-11 of the Exchange
Act) of not less than three business days following its acceptance of and
payment for the Shares in the Offer. Subject to the terms and conditions of the
Offer and this Agreement, Acquisition shall (and Parent shall cause Acquisition
to) accept for payment, and pay for, all Shares validly tendered and not
withdrawn pursuant to the Offer that Acquisition becomes obligated to accept for
payment and pay for pursuant to the Offer, as promptly as practicable after the
expiration of the Offer.

(c) As soon as practicable on the date the Offer is commenced,
Parent and Acquisition shall file with the SEC a Tender Offer Statement on
Schedule TO (together with all amendments and supplements thereto, and including
all exhibits thereto, the "Schedule TO") with respect to the Offer. The Schedule
TO shall contain as an exhibit or incorporate by reference the Offer to Purchase
(or portions thereof) and forms of the related letter of transmittal and summary
advertisement. Parent and Acquisition agree that they shall cause the Schedule
TO, the Offer to Purchase and all amendments or supplements thereto (which
together constitute the "Offer Documents") to comply in all material respects
with the Exchange Act and the rules and regulations thereunder and other
Applicable Laws. Parent and Acquisition further agree that the Offer Documents,
on the date first published, sent or given to the Company's shareholders, shall
not contain any untrue statement of a material fact or omit to state any
material fact required to be stated therein or necessary in order to make the
statements therein, in light of the circumstances under which they were made,
not misleading, except that no representation or warranty is made by Parent or
Acquisition with respect to information supplied by the Company or

12

any of its shareholders in writing specifically for inclusion or incorporation
by reference in the Offer Documents. The Company agrees that the information
provided by the Company in writing specifically for inclusion or incorporation
by reference in the Offer Documents shall not contain any untrue statement of a
material fact or omit to state any material fact required to be stated therein
or necessary in order to make the statements therein, in light of the
circumstances under which they were made, not misleading. Each of Parent,
Acquisition and the Company agrees promptly to correct any information provided
by it for use in the Offer Documents if and to the extent that such information
shall have become false or misleading in any material respect, and Parent and
Acquisition further agree to take all steps necessary to cause the Schedule TO
as so corrected to be filed with the SEC and the other Offer Documents as so
corrected to be disseminated to the Company's shareholders, in each case as and
to the extent required by applicable federal securities laws. The Company and
its counsel shall be given reasonable opportunity to review and comment on the
Offer Documents prior to the filing thereof with the SEC. Parent and Acquisition
agree to provide in writing to the Company and its counsel any comments Parent,
Acquisition or their counsel may receive from the SEC or its staff with respect
to the Offer Documents promptly after receipt of such comments.

11
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(d) Parent shall provide or cause to be provided to Acquisition
all of the funds necessary to purchase any of the Shares that Acquisition
becomes obligated to purchase pursuant to the Offer.

SECTION 1.2. Company Actions.

(a) The Company hereby approves of and consents to the Offer and
represents that the Company Board, at a meeting duly called and held, has,
subject to the terms and conditions set forth herein, (i) after evaluating the
Merger, unanimously determined that this Agreement and the transactions
contemplated hereby, including the Offer and the Merger, taken together, are at
a price and on terms that are fair to and are otherwise in the best interests of
the Company and its shareholders; (ii) unanimously approved this Agreement and
the transactions contemplated hereby, including the Offer, the Merger and the
Stock Option Agreement, in all respects; and (iii) unanimously resolved to
recommend that the shareholders of the Company accept the Offer, tender their
Shares thereunder to Acquisition and approve and adopt this Agreement and the
Merger. To the extent that such recommendation is not withdrawn in accordance
with Section 5.2 (b) hereof, the Company consents to the inclusion of such
recommendation and approval in the Offer Documents. The Company also represents
that the Company has received the opinion of Broadview International, LLC,
financial advisor to the Company Board (the "Company Financial Advisor"), that,
as of January 14, 2001, the cash consideration to be received by the
shareholders of the Company pursuant to the Offer and the Merger is fair to such
shareholders from a financial point of view (the "Fairness Opinion"). The
Company has been authorized by the Financial Advisor to permit, subject to the
prior review and consent by the Financial Advisor and its counsel (such consent
not to be unreasonably withheld), the inclusion of the Fairness Opinion (or a
reference thereto) in the Offer Documents, the Schedule 14D-9 and the Proxy
Statement.
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(b) The Company shall file with the SEC, concurrently with the
filing of the Schedule TO, a Solicitation/Recommendation Statement on Schedule
14D-9 (together with all amendments and supplements thereto, and including all
exhibits thereto, the "Schedule 14D-9") containing the recommendations described
in Section 1.2 (a) and shall cause the Schedule 14D-9 to be mailed to the
shareholders of the Company, together with the Offer Documents, as soon as
practicable after the commencement of the Offer. The Company agrees that it
shall cause the Schedule 14D-9 to comply in all material respects with the
Exchange Act and the rules and regulations thereunder and other Applicable Law.
The Company further agrees that the Schedule 14D-9, on the date first published,
sent or given to the Company's shareholders, shall not contain any untrue
statement of a material fact or omit to state any material fact required to be
stated therein or necessary in order to make the statements therein, in light of
the circumstances under which they were made, not misleading, except that no
representation or warranty is made by the Company with respect to information
supplied by Parent or Acquisition in writing specifically for inclusion or
incorporation by reference in the Schedule 14D-9. Parent and Acquisition agree
that the information provided by them specifically in writing for inclusion or
incorporation by reference in the Schedule 14D-9 shall not contain any untrue
statement of a material fact or omit to state any material fact required to be
stated therein or necessary in order to make the statements therein, in light of
the circumstances under which they were made, not misleading. Each of the
Company, Parent and Acquisition agrees promptly to correct any information
provided by it for use in the Schedule 14D-9 if and to the extent that such
information shall have become false or misleading in any material respect, and
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the Company further agrees to take all steps necessary to cause the Schedule
14D-9 as so corrected to be filed with the SEC and be disseminated to the
Company's shareholders, in each case as and to the extent required by applicable
federal securities laws. Parent and its counsel shall be given reasonable
opportunity to review and comment on the Schedule 14D-9 prior to the filing
thereof with the SEC. The Company agrees to provide in writing to Parent and its
counsel any comments the Company or its counsel may receive from the SEC or its
staff with respect to the Schedule 14D-9 promptly after receipt of such
comments.

(c) In connection with the Offer, the Company shall, or shall
cause its transfer agent, promptly following a request by Parent, to furnish
Parent with such information, including updated lists of the shareholders of the
Company, mailing labels and updated lists of security positions, and such
assistance as Parent or its agents may reasonably request in communicating the
Offer to the record and beneficial holders of Shares. Subject to the
requirements of Applicable Law, and except for such steps as are necessary to
disseminate the Offer Documents and any other documents necessary to consummate
the Merger, Parent and Acquisition and their agents shall hold in confidence the
information contained in any such labels, listings and files, will use such
information only in connection with the Offer and the Merger and, if this
Agreement shall be terminated, will destroy, and will use their reasonable
efforts to cause their agents to destroy, all copies and any extracts or
summaries from such information then in their possession or control.
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(d) Solely in connection with the tender and purchase of Shares
pursuant to the Offer and the consummation of the Merger, the Company hereby
waives any and all rights of first refusal it may have with respect to Shares
owned by, or issuable to, any person, other than rights to repurchase unvested
shares, if any, that may be held by persons following exercise of Company Stock
Options.

SECTION 1.3. Boards of Directors and Committees; Section 14 (f)
of Exchange Act.

(a) Promptly upon the purchase by Acquisition of Shares pursuant
to the Offer and from time to time thereafter, if the Minimum Condition has been
met, and subject to the second to last sentence of this Section 1.3(a), Parent
shall be entitled to designate up to such number of directors, rounded up to the
next whole number, on the Company Board as will give Parent representation on
the Company Board equal to the product of the number of directors on the Company
Board (giving effect to any increase in the number of directors pursuant to this
Section 1.3) and the percentage that the number of Shares owned by Parent,
Acquisition and their affiliates bears to the total number of outstanding
Shares. The Company shall use its best efforts to, upon request by Parent,
promptly, at the Company's election, either increase the size of the Company
Board or secure the resignation of such number of directors as is necessary to
enable Parent's designees to be elected or appointed to the Company Board and to
cause Parent's designees to be so elected or appointed. At such times, and
subject to the second to last sentence of this Section 1.3(a), the Company shall
use its best efforts to cause the individuals designated by Parent to constitute
the same percentage as such individuals represent on the Company Board of (i)
each committee of the Company Board (other than any committee of the Company
Board established to take action under this Agreement), (ii) each Board of
Directors of each subsidiary of the Company (subject to Applicable Law and
except to the extent described in Section 1.3 (a) of the Company Disclosure
Schedule) and (iii) each committee of each such Board of Directors.
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Notwithstanding the foregoing, the Company shall use its best efforts to ensure
that two of the members of the Company Board as of the date hereof and who are
not officers of the Company or affiliates of Parent (the "Continuing Directors")
shall remain members of such Board until the Effective Time (as defined below).
If a Continuing Director resigns from the Company Board, Parent, Acquisition and
the Company shall permit the remaining Continuing Director or Directors to
appoint the resigning Director's successor who shall be deemed to be a
Continuing Director.

(b) The Company's obligation to appoint designees to the Company
Board shall be subject to Section 14 (f) of the Exchange Act and Rule 14f-1
promulgated thereunder. The Company shall promptly take all action required
pursuant to such Section and Rule in order to fulfill its obligations under this
Section 1.3 and shall include in the Schedule 14D-9 such information with
respect to the Company and its officers and directors as is required under such
Section and Rule in order to fulfill its obligations under this Section 1.3.
Parent shall supply to the Company in writing and be solely responsible

15

for any information with respect to itself and its nominees, officers, directors
and affiliates required by such Section and Rule.

(c) Following the date of the election or appointment of
Parent's designees to the Company Board pursuant to this Section 1.3 and prior
to the Effective Time, 1if there shall be any Continuing Directors, (i) any
amendment of this Agreement or any termination of this Agreement by the Company,
(ii) any extension by the Company of the time for the performance of any of the
obligations or other acts of Parent or Acquisition or any waiver of any of the
Company's rights hereunder or (iii) any other determination with respect to any
action to be taken or not to be taken by the Company relating to this Agreement,
will require the concurrence of a majority of such Continuing Directors.

ARTICLE 2
THE MERGER

SECTION 2.1. The Merger. At the Effective Time and upon the
terms and subject to the conditions of this Agreement and in accordance with the
California Corporations Code ("CCC") and the Delaware General Corporation Law
("DGCL"), Acquisition shall be merged with and into the Company (the "Merger").
Following the Merger, the Company shall continue as the surviving corporation
(the "Surviving Corporation") and the separate corporate existence of
Acquisition shall cease. Parent, as the sole shareholder of Acquisition, hereby
approves the Merger and this Agreement.

SECTION 2.2. Effective Time. Subject to the terms and conditions
set forth in this Agreement, on the Closing Date (as defined in Section 2.3),
(a) an Agreement of Merger (the "Agreement of Merger") pursuant to Section 1103
of the CCC or a Certificate of Ownership (the "Certificate of Ownership")
pursuant to Section 1110 of the CCC, as applicable, shall be duly executed in
accordance with the relevant provisions of the CCC and thereafter delivered to
the Secretary of State of the State of California for filing, (b) a Certificate
of Merger (the "Certificate of Merger") pursuant to Section 252 of the DGCL or a
Certificate of Ownership and Merger (the "Certificate of Ownership and Merger")
pursuant to Section 253 of the DGCL, as applicable, shall be duly executed in
accordance with the relevant provisions of the DGCL and thereafter delivered to
the Secretary of State of the State of Delaware for filing and (c) the parties
shall make such other filings with the Secretary of State of the State of
California and the Secretary of State of Delaware as shall be necessary to
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effect the Merger. The Merger shall become effective at such time as a properly
executed copy of the Agreement of Merger or the Certificate of Ownership is duly
filed with the Secretary of State of the State of California in accordance with
the CCC and the Certificate of Merger or the Certificate of Ownership and Merger
is duly filed with the Secretary of State of the State of Delaware in accordance
with the DGCL, or such later time as Parent and the Company may agree upon and
as may be set forth in the Agreement of Merger or the Certificate of Ownership
and the Certificate of Merger or the Certificate of Ownership and Merger (the
time the Merger becomes effective being referred to herein as the "Effective
Time") .
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SECTION 2.3. Closing of the Merger. The closing of the Merger
(the "Closing") will take place at a time and on a date (the "Closing Date") to
be specified by the parties, which shall be no later than the second business
day after satisfaction (or waiver) of the latest to occur of the conditions set
forth in Article 5 of this Agreement at the offices of Weil, Gotshal & Manges
LLP, 2882 Sand Hill Road, Suite 280, Menlo Park, California 94025, unless
another time, date or place is agreed to in writing by the parties hereto.

SECTION 2.4. Effects of the Merger. The Merger shall have the
effects set forth in Section 1107 of the CCC and Section 259 of the DGCL.
Without limiting the generality of the foregoing and subject thereto, at the
Effective Time, all the properties, rights, privileges, powers and franchises of
the Company and Acquisition shall vest in the Surviving Corporation, and all
debts, liabilities and duties of the Company and Acquisition shall become the
debts, liabilities and duties of the Surviving Corporation.

SECTION 2.5. Articles of Incorporation and Bylaws. The Articles
of Incorporation of the Surviving Corporation shall be amended and restated to
read the same as the Articles of Incorporation of Acquisition in effect at the
Effective Time until amended in accordance with Applicable Law. The bylaws of
the Surviving Corporation shall be amended and restated to read the same as the
bylaws of Acquisition in effect at the Effective Time until amended in
accordance with Applicable Law.

SECTION 2.6. Directors. The directors of Acquisition at the
Effective Time shall be the initial directors of the Surviving Corporation, each
to hold office in accordance with the Articles of Incorporation and bylaws of
the Surviving Corporation until such director's successor is duly elected or
appointed and qualified or until such director's earlier death, resignation or
removal in accordance with the Articles of Incorporation and bylaws of the
Surviving Corporation.

SECTION 2.7. Officers. The officers of Acquisition at the
Effective Time shall be the initial officers of the Surviving Corporation, each
to hold office in accordance with the Articles of Incorporation and bylaws of
the Surviving Corporation until such officer's successor is duly elected or
appointed and qualified or until such officer's earlier death, resignation or
removal in accordance with the Articles of Incorporation and bylaws of the
Surviving Corporation.

SECTION 2.8. Conversion of Shares.

(a) At the Effective Time, each Share issued and outstanding
immediately prior to the Effective Time (other than (i) Shares held in the
Company's treasury and (ii) Shares held by Parent, Acquisition or any other
subsidiary of Parent) shall, by virtue of the Merger and without any action on
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the part of Acquisition, the Company or the holder thereof, be converted into
and shall become the right to receive an amount in cash equal to the Offer Price
(the "Merger Consideration").
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(b) At the Effective Time, each outstanding share of the common
stock of Acquisition shall be converted into one share of common stock of the
Surviving Corporation.

(c) At the Effective Time, each Share held in the treasury of
the Company and each Share held by Parent, Acquisition or any subsidiary of
Parent, Acquisition or the Company immediately prior to the Effective Time
shall, by virtue of the Merger and without any action on the part of
Acquisition, the Company or the holder thereof, be canceled, retired and cease
to exist, and no Merger Consideration shall be delivered with respect thereto.

SECTION 2.9. Dissenters' Rights. Notwithstanding anything in
this Agreement to the contrary, Shares that are issued and outstanding
immediately prior to the Effective Time and which are held by shareholders who

did not vote in favor of the Merger (the "Dissenting Shares"), which
shareholders comply with all of the relevant provisions of Section 1300 of the
CCC (the "Dissenting Shareholders"), to the extent the provisions of Section

1300 are applicable to the conversion of the Shares in the Merger, shall not be
converted into or be exchangeable for the right to receive the Merger
Consideration, unless and until such holders shall have failed to perfect or
shall have effectively withdrawn or lost their rights to appraisal under Section
1300 of the CCC. If any Dissenting Shareholder shall have failed to perfect or
shall have effectively withdrawn or lost such right, such holder's Shares shall
thereupon be converted into and become exchangeable for the right to receive
from the Surviving Corporation, as of the Effective Time, the Merger
Consideration without any interest thereon. The Company shall give Parent (a)
prompt notice of any written demands for appraisal of any Shares, attempted
withdrawals of such demands and any other instruments served pursuant to the CCC
and received by the Company relating to shareholders' rights of appraisal, and
(b) the opportunity to direct all negotiations and proceedings with respect to
demands for appraisal under the CCC. Neither the Company nor the Surviving
Corporation shall, except with the prior written consent of Parent, voluntarily
make any payment with respect to, or settle or offer to settle, any such demand
for payment. If any Dissenting Shareholder shall fail to perfect or shall have
effectively withdrawn or lost the right to dissent, the Shares held by such
Dissenting Shareholder shall thereupon be treated as though such Shares had been
converted into the right to receive the Merger Consideration pursuant to this
Article 2.

SECTION 2.10. Exchange of Certificates.

(a) From time to time following the Effective Time, Parent shall
deliver to its transfer agent, or a depository or trust institution of
recognized standing selected by Parent and Acquisition and reasonably
satisfactory to the Company (the "Exchange Agent"), for the benefit of the
holders of Shares for exchange in accordance with this Article 2, an amount of
cash equal to the aggregate Merger Consideration then payable

18
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pursuant to Section 2.8 (such amount of cash is hereinafter referred to as the
"Exchange Fund"), in exchange for outstanding Shares.

(b) Not later than two (2) business days after the Effective
Time, the Exchange Agent shall mail to each holder of record of a certificate or
certificates that immediately prior to the Effective Time represented
outstanding Shares (the "Certificates") and whose shares were converted into the
right to receive the Merger Consideration pursuant to Section 2.8: (i) a letter
of transmittal (which shall specify that delivery shall be effected and risk of
loss and title to the Certificates shall pass only upon delivery of the
Certificates to the Exchange Agent and shall be in such form and have such other
provisions as Parent and the Company may reasonably specify) and (ii)
instructions for use in effecting the surrender of the Certificates in exchange
for the Merger Consideration. Upon surrender of a Certificate for cancellation
to the Exchange Agent together with such letter of transmittal duly executed,
the holder of such Certificate shall be entitled to receive in exchange therefor
a check representing the Merger Consideration that such holder has the right to
receive pursuant to the provisions of this Article 2, and the Certificate so
surrendered shall forthwith be canceled. In the event of a transfer of ownership
of Shares that is not registered in the transfer records of the Company, a check
representing the proper amount of Merger Consideration shall be issued to a
transferee if the Certificate representing such Shares is presented to the
Exchange Agent accompanied by all documents required to evidence and effect such
transfer and by evidence that any applicable stock transfer taxes have been
paid. Until surrendered as contemplated by this Section 2.10, each Certificate
shall be deemed at any time after the Effective Time to represent only the right
to receive upon such surrender the Merger Consideration as contemplated by this
Section 2.10.

(c) In the event that any Certificate for Shares shall have been
lost, stolen or destroyed, the Exchange Agent shall issue in exchange therefor,
upon the making of an affidavit of that fact by the holder thereof, the Merger
Consideration as may be required pursuant to this Agreement; provided, however,
that Parent or the Exchange Agent may, in its discretion, require the delivery
of a suitable bond or indemnity.

(d) Any portion of the Exchange Fund that remains undistributed
to the shareholders of the Company upon the expiration of one hundred eighty
(180) days after the Effective Time shall be delivered to Parent upon demand and
any shareholders of the Company who have not theretofore complied with this
Article 2 shall thereafter look only to Parent as general creditor for payment
of their claim for the Merger Consideration.

(e) Parent and the Company shall, in accordance with Applicable
Law, deliver any portion of the Exchange Fund to the appropriate public
officials pursuant to any applicable abandoned property, escheat or similar
Applicable Law, and neither Parent nor the Company shall be liable to any holder
of Shares for any such amount from the Exchange Fund so delivered.
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SECTION 2.11. Stock Options.

(a) The Company shall promptly, and in any event within two days
after the date hereof, establish a separate interest-bearing banking account to
hold any and all proceeds received by the Company on or after the date hereof in
connection with the exercise of any Company Stock Options, including same-day
sales (the "Option Account"). Any proceeds received by the Company in connection
with the exercise of Company Stock Options on or after the date hereof shall be
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placed in the Option Account. The Company shall maintain the Option Account and
shall not withdraw any funds, including any interest, from the Option Account
until the earlier of (i) the termination of this Agreement pursuant to Section
7.1 and (ii) the acceptance for payment of Shares by Acquisition pursuant to the
Offer (provided, however, that the Company shall have delivered to Parent
immediately prior to such acceptance of Shares by Acquisition a certificate, in
a form reasonably acceptable to Parent, showing (x) the Company Stock Options
that shall have been exercised between and including the date hereof and the
date of such acceptance of Shares by Acquisition and (y) a detailed list of the
deposits into and the then current balance of the Option Account).

(b) At the Effective Time, each outstanding option to purchase
shares of Company Common Stock (a "Company Stock Option"), whether or not
granted under the Company's 1992 Stock Option Plan, 1995 Stock Option Plan, 1997
Patent Award Stock Option Plan, Entrega Technologies, Inc. Stock Option Plan or
2000 Stock Option Plan (collectively, the "Stock Option Plans"), that is held by
a person who was an employee of the Company on the date of grant, whether vested
or unvested, will be assumed by Parent (collectively, the "Assumed Options").
The Company will cause each employee's agreement regarding his or her Company
Stock Option to be amended, as applicable, effective immediately prior to the
Effective Time, to terminate any provisions in such employee's agreement (other
than provisions disclosed in Section 3.11(j) of the Company Disclosure Schedule)
that accelerate vesting upon or following a change in control of the Company.
All Company Stock Options that are not Assumed Options, and all warrants or
other convertible securities to purchase shares of Company Common Stock, shall
be canceled as of the Effective Time. Each Assumed Option shall continue to
have, and be subject to, the same terms and conditions set forth in such option
and, if applicable, in the relevant Stock Option Plan, immediately prior to the
Effective Time, including provisions with respect to vesting (except as amended

to terminate any acceleration of vesting provisions), except that (i) each
Assumed Option will be exercisable for that number of whole shares of common
stock, par value $0.001 per share, of Parent ("Parent Common Stock") equal to

the product (rounded up to the nearest whole share) of the number of shares of
Company Common Stock that were issuable upon exercise of such option immediately
prior to the Effective Time multiplied by the Exchange Ratio (as defined below),
and (ii) the per share exercise price under each such Assumed Option shall be
adjusted by dividing the per share exercise price of each such Assumed Option by
the Exchange Ratio, and rounding down to the nearest cent. In the case of any
option to which Section 421 of the Internal Revenue Code of 1986, as
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amended (the "Code") applies by reason of its qualification under Sections 422
through 424 of the Code, the option price, the number of shares purchasable
pursuant to such option and the terms and conditions of exercise of such option
shall be determined in order to comply with Section 424 (a) of the Code. The
duration and other terms of the Assumed Option shall be the same as the original
option except that all references to the Company shall be deemed to be
references to Parent. The terms of each Assumed Option shall, in accordance with
its terms, be subject to further adjustment as appropriate to reflect any stock
split, stock dividend, recapitalization or other similar transaction with
respect to Parent Common Stock on or subsequent to the Effective Time. The
"Exchange Ratio" shall be equal to the ratio obtained by dividing the Offer
Price by the average (rounded to the nearest 1/10,000, or if there shall not be
a nearest 1/10,000, to the next highest 1/10,000) of the volume weighted
averages (rounded to the nearest 1/10,000, or if there shall not be a nearest
1/10,000, to the next highest 1/10,000) of the trading prices of the Parent
Common Stock on the Nasdag National Market ("Nasdaqgq") as reported by Bloomberg
Financial Markets (or such other source as the parties shall agree in writing)
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for each of the five consecutive trading days ending on and including the
trading day immediately preceding the Effective Time.

(c) Parent shall take all corporate action necessary to reserve
for issuance a sufficient number of shares of Parent Common Stock for delivery
upon the exercise of the Assumed Options. Parent will use its reasonable efforts
to file, no later than thirty (30) days following the Closing Date, a
registration statement on Form S-8 (or any successor to Form S-8) so as to
register the Parent Common Stock subject to the Assumed Options and shall use
its reasonable efforts to effect such registration and to maintain the
effectiveness of such registration statement (and the current status of the
prospectus contained therein) for so long as such Assumed Options remain
outstanding. Prior to the effectiveness of the S-8 registration statement, the
Assumed Options shall not be exercisable.

(d) At or before the Effective Time, the Company shall cause to
be effected, in a manner reasonably satisfactory to Parent, any amendments to
the Stock Option Plans to give effect to the foregoing provisions of this
Section 2.11.

SECTION 2.12. Withholding Taxes. Parent, Acquisition and the
Surviving Corporation shall be entitled to deduct and withhold or cause the
Exchange Agent to deduct and withhold from any amounts payable to a holder of
Shares pursuant to the Offer or the Merger any withholding and stock transfer
Taxes and such other amounts as are required under the Code, or any applicable
provision of state, local or foreign Tax law. To the extent that amounts are so
withheld such withheld amounts shall be treated for all purposes of this
Agreement as having been paid to the holder of Shares in respect of which such
deduction and withholding was made.
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ARTICLE 3
REPRESENTATIONS AND WARRANTIES OF THE COMPANY

The Company hereby represents and warrants to each of Parent and
Acquisition, subject to the exceptions set forth in the Disclosure Schedule (the
"Company Disclosure Schedule") delivered by the Company to Parent in accordance
with Section 5.13 (which exceptions shall specifically identify a Section,
Subsection or clause of a single Section or Subsection hereof, as applicable, to
which such exception relates) that:

SECTION 3.1. Organization and Qualification; Subsidiaries;
Investments.

(a) Section 3.1(a) of the Company Disclosure Schedule sets forth
a true and complete list of all the Company's directly or indirectly owned
subsidiaries and branch offices, together with the jurisdiction of incorporation
or organization of each subsidiary and the percentage of each subsidiary's
outstanding capital stock or other equity interests owned by the Company or
another subsidiar