
T/R SYSTEMS INC
Form SC 13D
September 09, 2003

                       SECURITIES AND EXCHANGE COMMISSION
                             WASHINGTON, D.C. 20549

                                  SCHEDULE 13D

           INFORMATION TO BE INCLUDED IN STATEMENTS FILED PURSUANT TO
      RULE 13D-1(A) AND AMENDMENTS THERETO FILED PURSUANT TO RULE 13D-2(A)

                                T/R SYSTEMS, INC.
                                (Name of Issuer)

                     COMMON STOCK, PAR VALUE $0.01 PER SHARE
                         (Title of Class of Securities)

                                   87263U 10 2
                                 (CUSIP Number)

                                  JOSEPH CUTTS
                             CHIEF FINANCIAL OFFICER
                          ELECTRONICS FOR IMAGING, INC.
                                303 VELOCITY WAY
                          FOSTER CITY, CALIFORNIA 94404
                                 (650) 357-3500
                  (Name, Address and Telephone Number of Person
                Authorized to Receive Notices and Communications)

                                    COPY TO:

                             ROBERT A. KOENIG, ESQ.
                              LATHAM & WATKINS LLP
                             135 COMMONWEALTH DRIVE
                          MENLO PARK, CALIFORNIA 94025
                                 (650) 328-4600

                                SEPTEMBER 2, 2003
             (Date of Event Which Requires Filing of This Statement)

         If the filing person has previously filed a statement on Schedule 13G
to report the acquisition which is the subject of this Schedule 13D, and is
filing this statement because of Rule 13d-1(b) (3) or (4), check the following
box [ ].

                         (Continued on following pages)
                               (Page 1 of 6 Pages)

                                  SCHEDULE 13D

CUSIP No. 87263U 10 2                                          Page 2 of 6 Pages

Edgar Filing: T/R SYSTEMS INC - Form SC 13D

1



1.      Name of Reporting Person

        ELECTRONICS FOR IMAGING, INC.

2.      Check the Appropriate Box if a Member of a Group
                                                                         (a) [ ]
                                                                         (b) [X]

3.      SEC Use Only

4.      Source of Funds

        NOT APPLICABLE. SEE ITEM 3.

5.      Check Box if Disclosure of Legal Proceedings is Required Pursuant to
        Items 2(d) or 2(e)[ ]

6.      Citizenship or Place of Organization

        DELAWARE

                  7.     Sole Voting Power

                         -0- SHARES OF COMMON STOCK

Number of         8.     Shared Voting Power
Shares
Beneficially             3,210,063 SHARES OF COMMON STOCK
Owned By
Each              9.     Sole Dispositive Power
Reporting
Person                   -0- SHARES OF COMMON STOCK
With
                  10.    Shared Dispositive Power

                         3,210,063 SHARES OF COMMON STOCK

11.     Aggregate Amount Beneficially Owned by Each Reporting Person

        3,210,063 SHARES OF COMMON STOCK

12.     Check Box if the Aggregate Amount in Row (11) Excludes Certain Shares
                                                                            [  ]

13.     Percent of Class Represented by Amount in Row (11)

        25.7%

14.     Type of Reporting Person

        CO
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1.      Name of Reporting Person

        TRIBECA ACQUISITION CORPORATION

2.      Check the Appropriate Box if a Member of a Group                 (a) [ ]
                                                                         (b) [X]

3.      SEC Use Only

4.      Source of Funds

        NOT APPLICABLE.  SEE ITEM 3.

5.      Check Box if Disclosure of Legal Proceedings is Required Pursuant to
        Items 2(d) or 2(e)[ ]

6.      Citizenship or Place of Organization

        GEORGIA

                  7.     Sole Voting Power

                         -0- SHARES OF COMMON STOCK

Number of         8.     Shared Voting Power
Shares
Beneficially             3,210,063 SHARES OF COMMON STOCK
Owned By
Each              9.     Sole Dispositive Power
Reporting
Person                   -0- SHARES OF COMMON STOCK
With

                  10.    Shared Dispositive Power

                         3,210,063 SHARES OF COMMON STOCK

11.     Aggregate Amount Beneficially Owned by Each Reporting Person

        3,210,063 SHARES OF COMMON STOCK

12.     Check Box if the Aggregate Amount in Row (11) Excludes Certain Shares
                                                                             [ ]

13.     Percent of Class Represented by Amount in Row (11)

        25.7%

14.     Type of Reporting Person

        CO

Item 1.       Security and Issuer.

              This statement on Schedule 13D (the "Schedule 13D") relates to the
common stock, par value $0.01 per share (the "Common Stock"), of T/R Systems,
Inc., a Georgia corporation (the "Company"). The Company's principal executive
offices are located at 1300 Oakbrook Drive, Norcross, Georgia 30093.
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Item 2.       Identity and Background.

              This Schedule 13D is being filed jointly by Electronics For
Imaging, Inc., a Delaware corporation ("Parent"), and Tribeca Acquisition
Corporation, a Georgia corporation and a wholly owned subsidiary of Parent
("Merger Sub" and, together with Parent, the "Reporting Persons"). Parent's
principal business is providing printing and imaging solutions and services.
Parent has its principal executive offices at 303 Velocity Way, Foster City,
California 94404.

              Merger Sub was organized for the sole purpose of entering into the
Merger Agreement and the Shareholder Agreement (each as defined below) and
consummating the transactions contemplated thereby and has not carried on any
activities to date other than those incident to its formation and entering into
such agreements. Merger Sub has its principal executive offices at 303 Velocity
Way, Foster City, California 94404.

              The name, citizenship, principal occupation or employment, and
business address of each of the directors and executive officers of Merger Sub
and Parent are set forth in Schedule I hereto.

              During the last five years, neither Merger Sub nor Parent nor, to
the best knowledge of Merger Sub or Parent, any of the persons listed in
Schedule I hereto (i) has been convicted in a criminal proceeding (excluding
traffic violations or similar misdemeanors) or (ii) was a party to a civil
proceeding of a judicial or administrative body of competent jurisdiction and as
a result of such proceeding was or is subject to a judgment, decree or final
order enjoining future violations of, or prohibiting or mandating activities
subject to, federal or state securities laws or finding any violation with
respect to such laws.

Item 3.       Source and Amount of Funds or Other Consideration.

              On September 2, 2003 Parent, Merger Sub and the Company entered
into an Agreement and Plan of Merger (the "Merger Agreement"). Upon the terms
and subject to the conditions set forth in the Merger Agreement, and in
accordance with the Georgia Business Corporation Code, Merger Sub will be merged
with and into the Company. The Company will be the surviving corporation and
will be a wholly owned subsidiary of Parent. A copy of the Merger Agreement is
attached hereto as Exhibit 99.1.

              Beneficial ownership of the shares of Common Stock which are the
subject of this Schedule 13D may be deemed to have been acquired through the
execution of a Shareholder Support Agreement, dated as of September 2, 2003 (the
"Shareholder Agreement"), by and among Parent, Merger Sub and the shareholders
of the Company named on the signature pages thereto (collectively, the
"Principal Shareholders"). A copy of the Shareholder Agreement is
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attached hereto as Exhibit 99.2. None of the Reporting Persons has paid to the
Principal Shareholders any funds in connection with the execution of the
Shareholder Agreement. The Shareholder Agreement was entered into to induce
Parent and Merger Sub to enter into, and in consideration for their entering
into, the Merger Agreement.

Item 4.       Purpose of Transaction.

              The Shareholder Agreement was entered into simultaneously with,
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and as a condition to the willingness of Parent and Merger Sub to enter into,
the Merger Agreement. Pursuant to the terms of the Shareholder Agreement, the
Principal Shareholders have agreed to vote, and granted Parent a proxy to vote,
their shares of Common Stock in favor of the adoption of the Merger Agreement
and against certain actions or agreements that would impede, interfere with,
delay, postpone or attempt to discourage the transactions contemplated by the
Merger Agreement. In addition, the Principal Shareholders agreed that, during
the term of the Shareholder Agreement, they will (i) not sell, transfer, pledge,
encumber, assign or otherwise dispose of their shares of Common Stock, (ii) not
directly or indirectly take any action to encourage, solicit, initiate or
facilitate any Acquisition Proposal (as defined in the Shareholder Agreement)
and (iii) use their reasonable best efforts to assist and cooperate with Parent
and to do all things necessary, proper or advisable to consummate the
transactions contemplated by the Merger Agreement.

              The Principal Shareholders are Charles H. Phipps, Sevin Rosen Fund
IV, L.P., Kevin J. McGarity, Joseph R. Chinnici, InterWest Investors V, Philip
T. Gianos, the Gianos Family Trust, InterWest Partners V, L.P., E. Neal
Tompkins, Sue Tompkins, C. Harold Gaffin, Michael E. Kohlsdorf, Barbara A.
Pellow, Michael T. Liess, Michael W. Barry, Lyle W. Newkirk, Lyle W. Newkirk,
Jr. and Mary Elizabeth Newkirk.

              The address of Charles H. Phipps and Sevin Rosen Fund IV, L.P. is
Two Galleria Tower, 13455 Noel Road, Suite 1670, Dallas, Texas 75240. The
address of InterWest Investors V, Philip T. Gianos, the Gianos Family Trust and
InterWest Partners V, L.P. is 2710 Sand Hill Road, Second Floor, Menlo Park,
California 94025. The address of each of the other Principal Shareholders is c/o
T/R Systems, Inc., 1300 Oakbrook Drive, Norcross, Georgia 30093.

              Except as described above, Parent and Merger Sub do not have any
plans or proposals that would relate to an of the matters enumerated in clauses
(a) through (j) of this Item 4.

Item 5.       Interest in the Securities of the Company.

              (a) As of September 2, 2003 under the definition of "beneficial
ownership" as set forth in Rule 13d-3 under the Securities Exchange Act of 1934,
as amended (the "Exchange Act"), as a result of the provisions set forth in the
Shareholder Agreement, Parent and Merger Sub may be deemed to have acquired
beneficial ownership of 3,210,063 shares of Common Stock (the "Shares"),
constituting approximately 25.7% of the outstanding shares of Common Stock.
Neither the filing of this Schedule 13D nor any of its contents shall be deemed
to constitute an admission that any person named in Item 2 above or Schedule I
hereto is the beneficial owner of the Shares for purposes of Section 13(d) of
the Exchange Act or for any other purpose, and such beneficial ownership is
expressly disclaimed.
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              (b) Neither Parent nor Merger Sub has sole power to vote or to
direct the vote, or sole power to dispose or to direct the disposition of, any
Shares. Parent and Merger Sub have shared power to vote and to direct the vote,
and shared power to dispose or direct the disposition of, the Shares as a result
of the arrangements set forth in the Shareholder Agreement.

              (c) Except as set forth in this Item 5, to the best knowledge of
each of Parent and Merger Sub, none of the persons described in Item 2 hereof
has effected any transaction during the past 60 days in any Shares.

              (d) Except as set forth in this Schedule 13D, Parent and Merger
Sub do not know of any other person who has the right to receive or the power to
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direct the receipt of dividends from, or the proceeds from the sale of, the
Shares beneficially owned by Parent or Merger Sub.

              (e) Not applicable.

Item 6.       Contracts, Arrangements, Understandings or Relationships with
              Respect to Securities of the Company.

              The description of the Merger Agreement contained in Item 3 of
this Schedule 13D and the description of the Shareholder Agreement contained in
Item 4 in this Schedule 13D are incorporated herein by reference. Such
descriptions are qualified in their entirety by reference to such agreements, a
copy of which appear as Exhibits 99.1 and 99.2 to this Schedule 13D,
respectively.

Item 7.       Material to be Filed as Exhibits.

              99.1          Agreement and Plan of Merger, dated as of September
                            2, 2003, by and among Electronics For Imaging, Inc.,
                            Tribeca Acquisition Corporation and T/R Systems,
                            Inc.

              99.2          Shareholder Support Agreement, dated as of September
                            2, 2003, by and among Electronics For Imaging, Inc.,
                            Tribeca Acquisition Corporation and the shareholders
                            of T/R Systems, Inc. named on the signature pages
                            thereto.

              99.3          Press Release, dated September 3, 2003.

              99.4          Joint Filing Agreement, dated as of September 8,
                            2003, by and between Electronics For Imaging, Inc.
                            and Tribeca Acquisition Corporation.
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                                    SIGNATURE

              After reasonable inquiry and to the best of each of the
undersigned's knowledge and belief, each of the undersigned certifies that the
information set forth in this statement is true, complete and correct.

                                             ELECTRONICS FOR IMAGING, INC.

                                      By:  /s/ Guy Gecht
                                           -------------------------------------
                                      Name: Guy Gecht
                                      Its:  Chief Executive Officer

                                             TRIBECA ACQUISITION CORPORATION

                                      By:  /s/ Guy Gecht
                                           -------------------------------------
                                      Name: Guy Gecht
                                      Its:  Chief Executive Officer

                                                                      SCHEDULE I
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                        DIRECTORS AND EXECUTIVE OFFICERS
                            OF MERGER SUB AND PARENT

         Directors and Executive Officers of Parent. The name, position with
Parent, present principal occupation and business address of each director and
executive officer of Parent are set forth below. Unless otherwise noted below,
each person is a citizen of the United States.

Name and Position                              Present Principal Occupation and Business Address
-----------------                              -------------------------------------------------

Gill Cogan                                     Founding Partner of Lightspeed Venture Partners
Director                                       Lightspeed Venture Partners
                                               2200 Sand Hill Road
                                               Menlo Park, California 94025

Joseph Cutts                                   Chief Financial Officer of Electronics For Imaging, Inc.
Chief Financial Officer                        Electronics For Imaging, Inc.
                                               303 Velocity Way
                                               Foster City, California 94404

Jean-Louis Gassee                              Chief Executive Officer of Computer Access Technology Corp.
Director                                       2403 Walsh Avenue
                                               Santa Clara, California 95051

Guy Gecht                                      Chief Executive Officer of Electronics For Imaging, Inc.
Chief Executive Officer and Director           Electronics For Imaging, Inc.
                                               303 Velocity Way
                                               Foster City, California 94404

James S. Greene                                Senior Vice President of Cap Gemini Ernst & Young
Director                                       Global Financial Services
                                               555 California Street
                                               San Francisco, California 94104

Dan Maydan                                     President of Applied Materials Inc.
Director                                       Applied Materials Inc.
                                               3050 Bowers Avenue
                                               Santa Clara, CA 95054
                                               Citizen of Israel

David Peterschmidt                             Principal of Mid Ventures
Director                                       Mid Ventures
                                               14510 Big Basin Way, #289
                                               Saratoga, CA 95070

Fred Rosenzweig                                President and Chief Operating Officer of Electronics For
President, Chief Operating Officer and         Imaging, Inc.
Director                                       Electronics For Imaging, Inc.
                                               303 Velocity Way
                                               Foster City, California 94404

Thomas I. Unterberg                            Managing Director of C.E. Unterberg Towbin
Director                                       C.E. Unterberg Towbin
                                               350 Madison Avenue
                                               New York, New York 10017
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         Directors and Executive Officers of Merger Sub. The name, position with
Merger Sub, present principal occupation and business address of each director
and executive officer of Merger Sub is set forth below. Each person is a citizen
of the United States.

Name and Position                              Present Principal Occupation and Business Address
-----------------                              -------------------------------------------------

Joseph Cutts                                   Chief Financial Officer of Electronics For Imaging, Inc.
Vice President, Chief Financial Officer and    Electronics For Imaging, Inc.
Director                                       303 Velocity Way
                                               Foster City, California 94404

James L. Etheridge                             Vice President, Strategic Relations
Secretary, Treasurer and Director              Electronics For Imaging, Inc.
                                               303 Velocity Way
                                               Foster City, California 94404

Guy Gecht                                      Chief Executive Officer of Electronics for Imaging, Inc.
President, Chief Executive Officer and         Electronics For Imaging, Inc.
Director                                       303 Velocity Way
                                               Foster City, California 94404

         Ownership of Shares by Directors and Executive Officers: None.

                                  EXHIBIT INDEX

         99.1     Agreement and Plan of Merger, dated as of September 2, 2003,
                  by and among Electronics For Imaging, Inc., Tribeca
                  Acquisition Corporation and T/R Systems, Inc.

         99.2     Shareholder Support Agreement, dated as of September 2, 2003,
                  by and among Electronics For Imaging, Inc., Tribeca
                  Acquisition Corporation and the shareholders of T/R Systems,
                  Inc. named on the signature pages thereto.

         99.3     Press Release, dated September 3, 2003.

         99.4     Joint Filing Agreement, dated as of September 8, 2003, by and
                  between Electronics For Imaging, Inc. and Tribeca Acquisition
                  Corporation.

                                                                   Exhibit 99.1

                          AGREEMENT AND PLAN OF MERGER

                                  BY AND AMONG

                         ELECTRONICS FOR IMAGING, INC.,

                         TRIBECA ACQUISITION CORPORATION
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                                       AND

                                T/R SYSTEMS, INC.

                          DATED AS OF SEPTEMBER 2, 2003

            AGREEMENT AND PLAN OF MERGER, dated as of September 2, 2003 (this
"Agreement"), by and among Electronics For Imaging, Inc., a Delaware corporation
("Parent"), Tribeca Acquisition Corporation, a Georgia corporation and a wholly
owned subsidiary of Parent ("Merger Sub"), and T/R Systems, Inc., a Georgia
corporation (the "Company").

            WHEREAS, the respective Boards of Directors of Parent, Merger Sub
and the Company have approved and declared advisable the merger of Merger Sub
with and into the Company (the "Merger") upon the terms and subject to the
conditions of this Agreement and in accordance with the Georgia Business
Corporation Code (the "GBCC");

            WHEREAS, the respective Boards of Directors of Parent and the
Company have determined that the Merger is in furtherance of and consistent with
their respective business strategies and is in the best interest of their
respective shareholders, and Parent has approved this Agreement and the Merger
as the sole shareholder of Merger Sub; and

            WHEREAS, as a condition to and inducement to Parent's and Merger
Sub's willingness to enter into this Agreement, simultaneously with the
execution of this Agreement, certain shareholders of the Company are entering
into a Shareholder Support Agreement with Parent and Merger Sub (the "Support
Agreement"); and

            WHEREAS, as a condition to and inducement to Parent's and Merger
Sub's willingness to enter into this Agreement, simultaneously with the
execution of this Agreement, certain officers of the Company are entering into
Agreements Not to Compete with Parent and Merger Sub (collectively, the
"Noncompete Agreements").

            NOW, THEREFORE, in consideration of the foregoing and the respective
representations, warranties, covenants and agreements set forth in this
Agreement and intending to be legally bound hereby, the parties hereto agree as
follows:

                                   ARTICLE 1.
                                   THE MERGER

            Section 1.1 The Merger. Upon the terms and subject to satisfaction
or waiver of the conditions set forth in this Agreement, and in accordance with
the GBCC, Merger Sub shall be merged with and into the Company. As a result of
the Merger, the separate corporate

existence of Merger Sub shall cease and the Company shall continue as the
surviving corporation of the Merger (the "Surviving Corporation").

            Section 1.2 Effective Time. As soon as practicable after the
satisfaction or, if permissible, waiver of the conditions set forth in Article
6, the parties hereto shall cause the Merger to be consummated by filing a
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certificate of merger (the "Certificate of Merger") with the Secretary of State
of the State of Georgia, in such form as required by, and executed in accordance
with the relevant provisions of, the GBCC (the date and time of such filing, or
if another date and time is specified in such filing, such specified date and
time, being the "Effective Time").

            Section 1.3 Effect of the Merger. At the Effective Time, the effect
of the Merger shall be as provided in the applicable provisions of the GBCC.
Without limiting the generality of the foregoing, at the Effective Time, except
as otherwise provided herein, all the property, rights, privileges, powers and
franchises of the Company and Merger Sub shall vest in the Surviving
Corporation, and all debts, liabilities and duties of the Company and Merger Sub
shall become the debts, liabilities and duties of the Surviving Corporation.

            Section 1.4 Articles of Incorporation; Bylaws. At the Effective
Time, the Articles of Incorporation and the Bylaws of the Surviving Corporation
shall be amended in their entirety to contain the provisions set forth in the
Articles of Incorporation and the Bylaws of Merger Sub, each as in effect
immediately prior to the Effective Time, as the same may be amended in
accordance with Section 5.10.1 hereof.

            Section 1.5 Directors and Officers. The directors of Merger Sub
immediately prior to 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. The officers of the
Company immediately prior to 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.

                                       2

                                   ARTICLE 2.
               CONVERSION OF SECURITIES; EXCHANGE OF CERTIFICATES

            Section 2.1 Conversion of Securities. At the Effective Time, by
virtue of the Merger and without any action on the part of Merger Sub, the
Company or the holders of any of the following securities:

            Section 2.1.1 Conversion Generally. Each share of common stock, par
value $0.01 per share, of the Company ("Company Common Stock") issued and
outstanding immediately prior to the Effective Time (other than any shares of
Company Common Stock to be canceled pursuant to Section 2.1.3 and any shares of
Company Common Stock which are held by shareholders exercising dissenters'
rights pursuant to Article 13 of the GBCC ("Dissenting Shareholders")) shall be
converted into the right to receive the Merger Consideration in cash, payable to
the holder thereof, without interest. All such shares of Company Common Stock
shall no longer be outstanding and shall automatically be canceled and retired
and shall cease to exist, and each certificate previously representing any such
shares shall thereafter represent the right to receive the Merger Consideration
therefor or the right, if any, to receive payment from the Surviving Corporation
of the "fair value" of such shares of Company Common Stock as determined in
accordance with Article 13 of the GBCC. Certificates previously representing
shares of Company Common Stock shall be exchanged for the Merger Consideration
upon the surrender of such certificates in accordance with the provisions of
Section 2.2, without interest.

            Section 2.1.2 Merger Consideration. The "Aggregate Merger
Consideration" shall be $21.5 million, subject to reduction in accordance with
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the provisions of Section 5.10.2. The "Merger Consideration" shall be the
quotient of the Aggregate Merger Consideration divided by the Number of
Outstanding Shares.

            Section 2.1.3 Cancellation of Certain Shares. Each share of Company
Common Stock held by Parent, Merger Sub, any wholly owned subsidiary of Parent
or Merger Sub, in the treasury of the Company or by any wholly owned subsidiary
of the Company immediately prior to the Effective Time shall be canceled and
extinguished without any conversion thereof and no payment shall be made with
respect thereto.

            Section 2.1.4 Merger Sub. Each share of common stock, no par value,
of Merger Sub issued and outstanding immediately prior to the Effective Time
shall be converted

                                       3

into one newly and validly issued, fully paid and nonassessable share of common
stock of the Surviving Corporation.

            Section 2.1.5 Change in Shares. If between the date of this
Agreement and the Effective Time the outstanding shares of Company Common Stock
shall have been changed into a different number of shares or a different class,
by reason of any stock dividend, subdivision, reclassification,
recapitalization, split, combination or exchange of shares, the Merger
Consideration shall be correspondingly adjusted to reflect such stock dividend,
subdivision, reclassification, recapitalization, split, combination or exchange
of shares.

         Section 2.2 Exchange of Certificates.

            Section 2.2.1 Exchange Agent. As of the Effective Time, Parent shall
deposit, or shall cause to be deposited, with a bank or trust company designated
by Parent and reasonably satisfactory to the Company (the "Exchange Agent"), for
the benefit of the holders of shares of Company Common Stock, for exchange in
accordance with this Article 2, through the Exchange Agent, cash in U.S. dollars
in an amount equal to the Aggregate Merger Consideration (such cash being
hereinafter referred to as the "Exchange Fund") payable pursuant to Section 2.1
in exchange for outstanding shares of Company Common Stock. The Exchange Agent
shall, pursuant to irrevocable instructions, deliver the Merger Consideration
contemplated to be paid pursuant to Section 2.1 out of the Exchange Fund. The
Exchange Fund shall not be used for any other purpose.

Section 2.2.2 Exchange Procedures. Promptly after the Effective Time, Parent
shall instruct the Exchange Agent to mail to each holder of record of a
certificate or certificates which immediately prior to the Effective Time
represented outstanding shares of Company Common Stock (the "Certificates") (A)
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 proper
delivery of the Certificates to the Exchange Agent and shall be in customary
form) and (B) instructions for use in effecting the surrender of the
Certificates in exchange for the Merger Consideration. Upon surrender of a
Certificate to the Exchange Agent together with such letter of transmittal,
properly completed and duly executed, and such other documents as may be
required pursuant to such instructions, the holder of such Certificate shall be
entitled to receive in exchange therefor the Merger Consideration in cash which
such holder has the right to receive in

                                       4
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respect of the shares of Company Common Stock formerly represented by such
Certificate, and the Certificate so surrendered shall forthwith be canceled. No
interest will be paid or accrued on any Merger Consideration payable to holders
of Certificates. In the event of a transfer of ownership of shares of Company
Common Stock which is not registered in the transfer records of the Company, the
Merger Consideration may be issued to a transferee if the Certificate
representing such shares of Company Common Stock 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 2.2, 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.

            Section 2.2.3 Further Rights in Company Common Stock. All Merger
Consideration paid in accordance with the terms hereof shall be deemed to have
been issued in full satisfaction of all rights pertaining to such shares of
Company Common Stock.

            Section 2.2.4 Termination of Exchange Fund. Any portion of the
Exchange Fund which remains undistributed to the holders of Company Common Stock
for six months after the Effective Time shall be delivered to Parent upon
demand, and any holders of Company Common Stock who have not theretofore
complied with this Article 2 shall thereafter look only to Parent for the Merger
Consideration, without any interest thereon.

            Section 2.2.5 No Liability. Neither Parent nor the Company shall be
liable to any holder of shares of Company Common Stock for any cash from the
Exchange Fund delivered to a public official pursuant to any abandoned property,
escheat or similar Law.

            Section 2.2.6 Lost Certificates. If any Certificate shall have been
lost, stolen or destroyed, upon the making of an affidavit of that fact by the
person claiming such Certificate to be lost, stolen or destroyed and, if
required by Parent, the posting by such person of a bond, in such reasonable
amount as Parent may direct, as indemnity against any claim that may be made
against it with respect to such Certificate, the Exchange Agent will issue in
exchange for such lost, stolen or destroyed Certificate the Merger Consideration
without any interest thereon.

                                       5

            Section 2.2.7 Withholding. Parent or the Exchange Agent shall be
entitled to deduct and withhold from the consideration otherwise payable
pursuant to this Agreement to any holder of Company Common Stock or Company
Options such amounts as Parent or the Exchange Agent reasonably determine that
they are required to deduct and withhold under the Code, or any provision of
state, local or foreign Tax Law, with respect to the making of such payment. To
the extent that amounts are so withheld by Parent or the Exchange Agent, such
withheld amounts shall be treated for all purposes of this Agreement as having
been paid to the holder in respect of whom such deduction and withholding was
made by Parent or the Exchange Agent.

            Section 2.3 Dissenters' Rights. Notwithstanding anything in this
Agreement to the contrary, if any Dissenting Shareholder shall demand to be paid
the "fair value" of such holder's shares of Company Common Stock (as provided in
Section 14-2-1323 of the GBCC) and shall have complied with all conditions and
obligations necessary to perfect dissenters' rights in accordance with Article
13 of the GBCC, such shares shall not be converted into the right to receive the
Merger Consideration except as provided in this Section 2.3, and the Company
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shall give Parent prompt (and in any event no later than the second Business Day
after receipt thereof) notice thereof and Parent shall have the right to
participate in all negotiations and proceedings with respect to any such demands
and to receive any related notices. Without limiting the generality of the
foregoing, the Company shall promptly (and in any event no later than the second
Business Day after receipt thereof) deliver to Parent a copy of all notices of
intent to demand payment delivered to the Company in compliance with Section
14-2-1321 of the GBCC. 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 of Company Common Stock held
by such Dissenting Shareholder shall thereupon be treated as though such shares
had been converted into the Merger Consideration pursuant to Section 2.1.

            Section 2.4 Stock Transfer Books. At the Effective Time, the stock
transfer books of the Company shall be closed and thereafter, there shall be no
further registration of transfers of shares of Company Common Stock theretofore
outstanding on the records of the

                                       6

Company. From and after the Effective Time, the holders of certificates
representing shares of Company Common Stock outstanding immediately prior to the
Effective Time shall cease to have any rights with respect to such shares of
Company Common Stock except as otherwise provided herein or by Law. On or after
the Effective Time, any Certificates presented to the Exchange Agent or Parent
for any reason (other than for deposit in accordance with Section 14-2-1323 of
the GBCC) shall be converted into the Merger Consideration.

            Section 2.5 Stock Options. Subsequent to the execution and delivery
of this Agreement, the Board of Directors of the Company (the "Company Board")
shall adopt appropriate resolutions and take all other actions necessary and
appropriate to provide, and to cause the Company to cause, that (a) on the
Business Day prior to the Effective Time, each unvested and unexercisable option
or similar right to purchase Company Common Stock shall become fully vested and
exercisable and (b) immediately prior to the Effective Time, each unexpired and
unexercised option or similar right to purchase Company Common Stock
(collectively, the "Company Options") under any stock option plan of the Company
other than the 2000 Employee Stock Purchase Plan (the "ESPP"), including the
1992 Stock Option Plan, 1994 Stock Option Plan, 1994 Associates Stock Option
Plan, 1995 Stock Option Plan, 1999 Stock Option Plan or any other plan,
agreement or arrangement (the "Company Stock Option Plans"), shall be cancelled
either, as determined by the Company Board, (i) in consideration of a payment in
cash (subject to any applicable withholding or other Taxes required by
applicable Law to be withheld) in an amount determined by the Company Board
(such amounts payable hereunder being referred to as the "Option Payment") or
(ii) without the payment of cash or the issuance of other securities. Without
the prior written consent of Parent, the Option Payment with respect to any
Company Option with an exercise price less than the Merger Consideration shall
be an amount equal to the product of the total number of shares of Company
Common Stock previously subject to such Company Option multiplied by the excess
of the Merger Consideration over the exercise price per share of the Company
Common Stock previously subject to such Company Option. With respect to Company
Options with an exercise price greater than or equal to the Merger
Consideration, no Option Payment will be made in respect thereof unless approved
by Parent, which approval shall not be unreasonably withheld or delayed. From
and after the Effective Time, any such cancelled Company Option shall no longer
be exercisable by the former holder thereof and shall be of no further force and
effect. The
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Company either has or shall deliver to each holder of Company Options a
prospectus in compliance with applicable federal securities laws prior to the
exercise of such Company Options. The Company shall use its reasonable best
efforts to cause (x) each holder of Company Options with an exercise price less
than the Merger Consideration to exercise such Company Options prior to the
Effective Time or to agree to the cancellation of such Company Option in
exchange for an Option Payment as provided for herein above and (y) each holder
of Company Options with an exercise price greater than or equal to the Merger
Consideration to consent to the termination of such Company Options prior to the
Effective Time (each, an "Option Termination Consent"). Each Option Termination
Consent shall include a confirmation from the holder that, upon the
effectiveness of such cancellation or termination, he or she will have no rights
relating to such Company Options, except to the extent contemplated above. At
the Effective Time, Parent shall assume the Company Stock Option Plans for the
sole purpose of enabling Parent to grant options to purchase common stock of
Parent after the Effective Time thereunder (it being understood that no Company
Options shall survive the Effective Time).

            Section 2.6 Employee Stock Purchase Plan. Effective upon the date of
this Agreement, the Company Board shall adopt appropriate resolutions and take
all other actions necessary and appropriate to provide that (a) participants in
the ESPP may not increase their payroll deductions or purchase elections from
those in effect on the date of this Agreement, (b) no offering period under the
ESPP shall be commenced after the date of this Agreement, (c) each participant's
outstanding right to purchase shares of Company Common Stock under the ESPP
shall terminate on the day immediately prior to the day on which the Effective
Time occurs; provided, however, that all amounts allocated to each participant's
account under the ESPP as of such date shall thereupon be used to purchase from
the Company whole shares of Company Common Stock at the applicable price
determined under the terms of the ESPP for then outstanding offering periods
using such date as the final purchase date for each such offering period and (d)
the ESPP shall terminate immediately following the purchase of Company Common
Stock on the date prior to the day on which the Effective Time occurs.

                                       8

                                   ARTICLE 3.
                  REPRESENTATIONS AND WARRANTIES OF THE COMPANY

            Except as set forth in the Disclosure Schedule separately delivered
by the Company to Parent prior to the execution of this Agreement (the "Company
Disclosure Schedule"), which identifies exceptions by specific Section
references, the Company hereby represents and warrants to Parent as follows:

            Section 3.1 Organization and Qualification; Subsidiaries. The
Company is a corporation duly organized, validly existing and in good standing
under the laws of the State of Georgia. Each subsidiary of the Company (each a
"Company Subsidiary" and, collectively, the "Company Subsidiaries") has been
duly organized, and is validly existing and in good standing (with respect to
jurisdictions which recognize such concept) under the laws of the jurisdiction
of its incorporation or organization, as the case may be. Each of the Company
and each Company Subsidiary has the requisite power and authority and all
necessary and material governmental approvals to own, lease and operate its
properties and to carry on its business as it is now being conducted. Each of
the Company and each Company Subsidiary is duly qualified or licensed to do
business, and is in good standing (with respect to jurisdictions which recognize
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such concept), in each jurisdiction where the character of the properties owned,
leased or operated by it or the nature of its business makes such qualification,
licensing or good standing necessary, except for such failures as would not,
individually or in the aggregate, reasonably be expected to have a Company
Material Adverse Effect. Section 3.1 of the Company Disclosure Schedule sets
forth a true and complete list of all of the Company Subsidiaries. None of the
Company or any Company Subsidiary holds an Equity Interest in any other person.

            Section 3.2 Articles of Incorporation and Bylaws; Corporate Books
and Records. The copies of the Company's Restated Articles of Incorporation (the
"Company Articles") and Amended and Restated Bylaws (the "Company Bylaws") that
are listed as exhibits to the Company's Form 10-K for the year ended January 31,
2003 (the "Company Form 10-K") are complete and correct copies thereof as in
effect on the date hereof. The Company is not in violation of any of the
provisions of the Company Articles or the Company Bylaws. True and complete
copies of all minute books of the Company have been made available by the
Company to Parent.

                                       9

            Section 3.3 Capitalization. The authorized capital stock of the
Company consists of 88,000,000 shares of Company Common Stock and 12,000,000
shares of preferred stock, par value $0.01 per share (the "Company Preferred
Stock"). As of August 27, 2003, (A) 12,479,415 shares of Company Common Stock
(other than treasury shares) were issued and outstanding, all of which were
validly issued and fully paid, nonassessable and free of preemptive rights, (B)
no shares of Company Common Stock were held in the treasury of the Company or by
the Company Subsidiaries, and (C) 2,747,145 shares of Company Common Stock were
issuable (and such number was reserved for issuance) upon exercise of Company
Options outstanding as of such date. As of the date of this Agreement, 880,000
shares of Company Preferred Stock are designated as Series A Junior
Participating Preferred Stock, and no shares of Company Preferred Stock are
issued or outstanding. Except for Company Options to purchase not more than
2,747,145 shares of Company Common Stock, Company Rights outstanding or to be
issued under the Company Rights Agreement and arrangements and agreements set
forth in Section 3.3 of the Company Disclosure Schedule, there are no options,
warrants or other rights, agreements, arrangements or commitments of any
character to which the Company or any Company Subsidiary is a party or by which
the Company or any Company Subsidiary is bound relating to the issued or
unissued capital stock or other Equity Interests of the Company or any Company
Subsidiary, or securities convertible into or exchangeable for such capital
stock or other Equity Interests, or obligating the Company or any Company
Subsidiary to issue or sell any shares of its capital stock or other Equity
Interests, or securities convertible into or exchangeable for such capital stock
of, or other Equity Interests in, the Company or any Company Subsidiary. Since
August 6, 2003, the Company has not issued any shares of its capital stock, or
securities convertible into or exchangeable for such capital stock or other
Equity Interests, other than those shares of capital stock reserved for issuance
as set forth in this Section 3.3 or Section 3.3 of the Company Disclosure
Schedule. Section 3.3 of the Company Disclosure Schedule includes a true and
complete list, as of the date hereof, of the prices at which outstanding Company
Options may be exercised under each Company Stock Option Plan, the number of
Company Options outstanding at each such price and the vesting schedule of the
Company Options for each employee of the Company. All shares of Company Common
Stock subject to issuance under the Company Stock Option Plans, upon issuance
prior to the Effective Time on the terms and conditions specified in the
instruments pursuant to which they are

                                       10
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issuable, will be duly authorized, validly issued, fully paid, nonassessable and
free of preemptive rights. There are no outstanding contractual obligations of
the Company or any Company Subsidiary (A) restricting the transfer of, (B)
affecting the voting rights of, (C) requiring the repurchase, redemption or
disposition of, or containing any right of first refusal with respect to, (D)
requiring the registration for sale of, or (E) granting any preemptive or
antidilutive right with respect to, any shares of Company Common Stock or any
capital stock of, or other Equity Interests in, the Company or any Company
Subsidiary. Each outstanding share of capital stock of each Company Subsidiary
is duly authorized, validly issued, fully paid, nonassessable and free of
preemptive rights and is owned, beneficially and of record, by the Company free
and clear of all security interests, liens, claims, pledges, options, rights of
first refusal, limitations on the Company's voting rights, charges and other
encumbrances of any nature whatsoever, other than statutory liens that are not,
individually or in the aggregate, material. There are no outstanding contractual
obligations of the Company or any Company Subsidiary to provide funds to, or
make any investment (in the form of a loan, capital contribution or otherwise)
in, (i) any Company Subsidiary or (ii) except in the ordinary course of business
consistent with past practice or pursuant to a Company Material Contract, any
other person, other than guarantees by the Company of any indebtedness or other
obligations of any wholly owned Company Subsidiary.

         Section 3.4 Authority.

            Section 3.4.1 The Company has all necessary corporate power and
authority to execute and deliver this Agreement, to perform its obligations
hereunder and to consummate the transactions contemplated by this Agreement to
be consummated by the Company. The execution and delivery of this Agreement by
the Company and the consummation by the Company of the transactions contemplated
hereby have been duly and validly authorized by all necessary corporate action
and no other corporate proceedings on the part of the Company and no shareholder
votes are necessary to authorize this Agreement or to consummate the
transactions contemplated hereby other than, with respect to the Merger, as
provided in Section 3.19. The Company Board has approved this Agreement,
declared advisable the transactions contemplated hereby and has directed that
this Agreement and the transactions contemplated hereby be submitted to the
Company's shareholders for approval at a meeting of such shareholders. This
Agreement has been duly authorized and validly executed and delivered
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by the Company and, assuming the due authorization, execution and delivery by
Parent and Merger Sub, constitutes a legal, valid and binding obligation of the
Company, enforceable against the Company in accordance with its terms, except as
enforceability may be limited by applicable bankruptcy, insolvency,
reorganization, moratorium or other laws of general application affecting the
enforcement of rights, and general principles of equity that restrict the
availability of equitable remedies.

            Section 3.4.2 No state takeover statute or regulation, including,
without limitation, Section 14-2-1132 of the GBCC, is applicable to or purports
to be applicable to the Merger or any other transaction contemplated by this
Agreement, except as would not reasonably be expected to result in a Company
Material Adverse Effect.

            Section 3.4.3 The Company Rights Agreement has been amended so that:
(A) no "Share Acquisition Date" or "Distribution Date" or "Triggering Event" (as
such terms are defined in the Company Rights Agreement) will occur as a result
of the execution of this Agreement or any Ancillary Agreement or the
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consummation of the Merger and the other transactions contemplated by this
Agreement or any Ancillary Agreement and (B) the Company Rights Agreement will
terminate and the Company Rights will expire immediately prior to the Effective
Time. The Company Rights Agreement, as so amended, has not been further amended
or modified. True and complete copies of the Company Rights Agreement and of all
amendments thereto through the date hereof have been previously provided to
Parent.

         Section 3.5 No Conflict; Required Filings and Consents.

            Section 3.5.1 The execution and delivery of this Agreement by the
Company does not, and the performance of this Agreement by the Company will not,
(A) (assuming the shareholder approval set forth in Section 3.19 is obtained)
conflict with or violate any provision of the Company Articles or Company Bylaws
or any equivalent organizational documents of any Company Subsidiary, (B)
assuming that all consents, approvals, authorizations and permits described in
Section 3.5.2 have been obtained and all filings and notifications described in
Section 3.5.2 have been made and any waiting periods thereunder have terminated
or expired, conflict with or violate any Law applicable to the Company or any
Company Subsidiary or by which any property or asset of the Company or any
Company Subsidiary is bound or affected or (C) require any consent or approval
under, result in any breach of or any
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loss of any benefit under, or constitute a change of control or default (or an
event which with notice or lapse of time or both would become a default) under,
or give to others any right of termination, vesting, amendment, acceleration or
cancellation of, or result in the creation of a lien or other encumbrance on any
property or asset of the Company or any Company Subsidiary pursuant to, any
Material Contract.

            Section 3.5.2 The execution and delivery of this Agreement by the
Company does not, and the performance of this Agreement by the Company will not,
require any consent, approval, authorization or permit of, or filing with or
notification to, any Governmental Entity or any other person, except (A) under
the Exchange Act, the rules and regulations of the Exchange and the filing and
recordation of the Certificate of Merger as required by the GBCC and (B) where
failure to obtain such consents, approvals, authorizations or permits, or to
make such filings or notifications to a person other than a Governmental Entity,
would not, individually or in the aggregate, reasonably be expected to result in
a Company Material Adverse Effect.

            Section 3.6 Permits; Compliance With Law. Each of the Company and
each Company Subsidiary is in possession of all authorizations, licenses,
permits, certificates, approvals and clearances of any Governmental Entity
necessary for the Company and each Company Subsidiary to own, lease and operate
its properties or to carry on its respective businesses substantially in the
manner described in the Company SEC Filings filed prior to the date hereof and
substantially as it is being conducted as of the date hereof (the "Company
Permits"), and all such Company Permits are valid, and in full force and effect,
except where the failure to be in possession of, or the suspension or
cancellation of, or failure to be valid or in full force and effect of, any of
the Company Permits would not, individually or in the aggregate, reasonably be
expected to (A) prevent or materially delay consummation of the Merger or (B)
otherwise prevent or materially delay performance by the Company of any of its
material obligations under this Agreement. None of the Company or any Company
Subsidiary is in conflict with, or in default or violation of, (x) any Law
applicable to the Company or such Company Subsidiary, as the case may be, or by
which any property or asset of the Company or such Company Subsidiary, as the
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case may be, is bound or affected or (y) any Company Permits,
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except for any such conflicts, defaults or violations that would not,
individually or in the aggregate, reasonably be expected to result in a Company
Material Adverse Effect.

         Section 3.7 SEC Filings; Financial Statements.

            Section 3.7.1 The Company has timely filed all registration
statements, prospectuses, reports and definitive proxy statements (in each case,
including exhibits thereto) required to be filed by it under the Securities Act
or the Exchange Act, as the case may be, since February 1, 2000 (collectively,
the "Company SEC Filings"). Each Company SEC Filing as of its respective date,
(A) complied in all material respects with the requirements of the Securities
Act or the Exchange Act, as the case may be, and (B) did not, at the time it was
filed, contain any untrue statement of a material fact or omit to state a
material fact required to be stated therein or necessary in order to make the
statements made therein, in the light of the circumstances under which they were
made, not misleading. The Chief Executive Officer of the Company (the "Company
CEO") and the Chief Financial Officer of the Company (the "Company CFO" and,
together with the Company CEO, the "Company Certifying Officers") have reviewed
each of the Company SEC Filings. As of the date of this Agreement, no Company
Subsidiary is subject to the periodic reporting requirements of the Exchange
Act.

            Section 3.7.2 Each of the consolidated financial statements
(including, in each case, any notes thereto) contained in the Company SEC
Filings was prepared in accordance with GAAP applied (except as may be indicated
in the notes thereto and, in the case of unaudited quarterly financial
statements, as permitted by Form 10-Q under the Exchange Act) on a consistent
basis throughout the periods indicated (except as may be indicated in the notes
thereto), and each presented fairly in all material respects the consolidated
financial condition, results of operations and cash flows of the Company and the
consolidated Company Subsidiaries as of the respective dates thereof and for the
respective periods indicated therein (subject, in the case of unaudited
statements, to normal year-end adjustments which did not and would not,
individually or in the aggregate, be material). The books and records of the
Company and each Company Subsidiary have been, and are being, maintained in
material compliance with all applicable legal and regulatory requirements.

            Section 3.7.3 Except as and to the extent set forth on the
consolidated balance sheet of the Company and the consolidated Company
Subsidiaries as of January 31,
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2003 included in the Company Form 10-K for the year ended January 31, 2003,
including the notes thereto, none of the Company or any consolidated Company
Subsidiary has any liabilities or obligations of any nature (whether accrued,
absolute, contingent or otherwise) that would be required to be reflected on a
balance sheet or in notes thereto prepared in accordance with GAAP, except for
liabilities or obligations incurred in the ordinary course of business since
January 31, 2003 that would not, individually or in the aggregate, reasonably be
expected to result in a Company Material Adverse Effect.

            Section 3.7.4 The Company has previously provided to Parent a
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complete and correct copy of any amendment or modification which has not yet
been filed with the SEC to any agreement, document or other instrument which
previously had been filed by the Company with the SEC as an exhibit to a Company
SEC Filing.

            Section 3.7.5 The Company Certifying Officers are responsible for
establishing and maintaining disclosure controls and procedures (as defined in
Exchange Act Rule 13a-15(e)) for the Company and, to the extent required under
the Exchange Act, have (a) designed such disclosure controls and procedures to
ensure that material information relating to the Company, including its
consolidated subsidiaries, is made known to the Company's Certifying Officers by
others within those entities and (b)(i) evaluated the effectiveness of the
Company's disclosure controls and procedures within 90 days prior to the filing
date of each Company SEC Filing, (ii) presented in such Company SEC Filing the
conclusions of the Company about the effectiveness of the disclosure controls
and procedures based on such evaluation and (iii) disclosed in such Company SEC
Filing any significant change in the Company's internal controls that could
significantly affect internal controls. Based on the most recent evaluation of
internal control over financial reporting by the Company Certifying Officers,
the Company is not aware of (i) any significant deficiencies or material
weaknesses in the design or operation of internal controls which are reasonably
likely to adversely affect the Company's ability to record, process, summarize
and report financial information or (ii) any fraud, whether or not material,
that involves management or other employees who have a significant role in the
Company's internal controls. There are no material off-balance sheet
transactions, arrangements, obligations (including contingent obligations) or
any other
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relationships with unconsolidated entities or other persons that may have a
Company Material Adverse Effect.

         Section 3.8 Disclosure Documents.

            Section 3.8.1 The Proxy Statement and any Other Filings, and any
amendments or supplements thereto, when filed by the Company with the SEC, or
when distributed or otherwise disseminated to the Company's shareholders, as
applicable, will comply as to form in all material respects with the applicable
requirements of the Exchange Act and other applicable Laws.

            Section 3.8.2 (A) The Proxy Statement, as supplemented or amended,
if applicable, at the time such Proxy Statement or any amendment or supplement
thereto is first mailed to shareholders of the Company, at the time such
shareholders vote on adoption of this Agreement, and at the Effective Time and
(B) any Other Filings or any supplement or amendment thereto, at the time of the
filing thereof and at the time of any distribution or dissemination thereof, in
each case, will not contain any untrue statement of a material fact or omit to
state any material fact necessary in order to make the statements made therein,
in the light of the circumstances under which they were made, not misleading.
The representations and warranties contained in this Section 3.8.2 will not
apply to statements or omissions included in the Proxy Statement or any Other
Filings based upon information furnished in writing to the Company by Parent or
Merger Sub specifically for use therein.

            Section 3.9 Absence of Certain Changes or Events. Since January 31,
2003, except (i) as specifically contemplated by this Agreement or (ii) fully
disclosed in the Company SEC Filings, the Company and each Company Subsidiary
has conducted its businesses in the ordinary course consistent with past
practice and, since such date, there has not been (A) any Company Material
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Adverse Effect, (B) any event or development that would, individually or in the
aggregate, reasonably be expected to prevent or materially delay the performance
of this Agreement by the Company, or (C) any action taken by the Company or any
Company Subsidiary during the period from February 1, 2003 through the date of
this Agreement that, if taken during the period from the date of this Agreement
through the Effective Time, would constitute a breach of Section 5.1.

                                       16

         Section 3.10 Employee Benefit Plans.

            Section 3.10.1 Section 3.10.1 of the Company Disclosure Schedule
sets forth a true and complete list of each "employee benefit plan" as defined
in Section 3(3) of the Employee Retirement Income Security Act of 1974, as
amended ("ERISA") and any other plan, policy, program, practice, agreement,
understanding or arrangement (whether written or oral) providing compensation or
other benefits to any current or former director, officer, employee or
consultant (or to any dependent or beneficiary thereof of the Company or any
ERISA Affiliate (as defined below))(other than bonus plans and sales plans that
are no longer in effect and under which the Company has no liability), which are
now, or were within the past 6 years, maintained, sponsored or contributed to by
the Company or any ERISA Affiliate, or under which the Company or any ERISA
Affiliate has any obligation or liability, whether actual or contingent,
including, without limitation, all incentive, bonus, deferred compensation,
vacation, holiday, cafeteria, medical, disability, stock purchase, stock option,
stock appreciation, phantom stock, restricted stock or other stock-based
compensation plans, policies, programs, practices or arrangements (each a
"Company Benefit Plan"). For purposes of this Section 3.10, "ERISA Affiliate"
shall mean any entity (whether or not incorporated) other than the Company that,
together with the Company, is considered under common control and treated as one
employer under Section 414(b), (c), (m) or (o) of the Code. None of the Company
or, to the knowledge of the Company, any other person or entity, has any express
or implied commitment, whether legally enforceable or not, to modify, change or
terminate any Company Benefit Plan, other than with respect to a modification,
change or termination required by ERISA or the Code.

            With respect to each Company Benefit Plan, the Company has delivered
to Parent true, correct and complete copies of (A) each Company Benefit Plan
(or, if not written a written summary of its material terms), including without
limitation all plan documents, trust agreements, insurance contracts or other
funding vehicles and all amendments thereto, (B) all summaries and summary plan
descriptions, including any summary of material modifications, (C) the three
most recent annual reports (Form 5500 series) filed with the IRS or the United
States Department of Labor with respect to such Company Benefit Plan (and, if
any of the three most recent annual reports is a Form 5500R, the three most
recent Forms 5500C filed with respect to such Company Benefit Plan), (D) the
most recent financial statement (if any) relating
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to such Company Benefit Plan, (E) the most recent determination or opinion
letter, if any, issued by the IRS with respect to any Company Benefit Plan and
any pending request for such a determination letter, (F) summaries of the most
recent nondiscrimination tests performed under the Code (including 401(k) and
401(m) tests) for each Company Benefit Plan, (G) all filings within the past six
years made with any Governmental Entity, including but not limited to any
filings under the Voluntary Compliance Resolution or Closing Agreement Program
or the Department of Labor Delinquent Filer Program.
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            Section 3.10.2 Each Company Benefit Plan has been administered in
all material respects in accordance with its terms and all applicable Laws,
including ERISA and the Code, and contributions required to be made under the
terms of any of the Company Benefit Plans as of the date of this Agreement have
been timely made or, if not yet due, have been properly reflected on the most
recent consolidated balance sheet filed or incorporated by reference in the
Company SEC Filings prior to the date of this Agreement. With respect to the
Company Benefit Plans, no event has occurred and, to the knowledge of the
Company, there exists no condition or set of circumstances in connection with
which the Company could be subject to any material liability (other than for
routine benefit liabilities) under the terms of, or with respect to, such
Company Benefit Plans, ERISA, the Code or any other applicable Law.

            Section 3.10.3 Each Company Benefit Plan which is intended to
qualify under Section 401(a) of the Code has received a favorable determination
letter from the IRS as to its qualified status (or if such Company Benefit Plan
is a retirement plan maintained pursuant to a prototype plan document, the
National Office of the Internal Revenue Service has issued to the sponsor of the
prototype documents an opinion letter to the effect that the form of the
document satisfies the qualification requirements of Section 401(a) of the
Code), and each trust established in connection with any Company Benefit Plan
which is intended to be exempt from federal income taxation under Section 501(a)
of the Code is so exempt, and to the Company's knowledge no fact or event has
occurred that could adversely affect the qualified status of any such Company
Benefit Plan or the exempt status of any such trust. To the Company's knowledge
there has been no prohibited transaction (within the meaning of Section 406 of
ERISA or Section 4975 of the Code, other than a transaction that is exempt under
a statutory or administrative exemption) with respect to any Company Benefit
Plan that could result in liability
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to the Company or an ERISA Affiliate. Each Company Benefit Plan can be amended,
terminated or otherwise discontinued after the Effective Time in accordance with
its terms, without liability (other than (i) liability for ordinary
administrative expenses typically incurred in a termination event or (ii) if the
Company Benefit Plan is a pension benefit plan subject to Part 2 of Subtitle B
of Title I of ERISA, liability for the accrued benefits as of the date of such
termination (if and to the extent required by ERISA) to the extent that either
there are sufficient assets set aside in a trust or insurance contract to
satisfy such liability or such liability is reflected on the most recent
consolidated balance sheet filed or incorporated by reference in the Company SEC
Filings prior to the date of this Agreement). No suit, administrative
proceeding, action or other litigation has been brought, or to the knowledge of
the Company is threatened, against or with respect to any such Company Benefit
Plan, including any audit or inquiry by the IRS or United States Department of
Labor (other than routine benefits claims). No Company Benefit Plan is a
multiemployer pension plan (as defined in Section 3(37) of ERISA)
("Multiemployer Plan") or other pension plan subject to Title IV of ERISA and
neither the Company nor any ERISA Affiliate has sponsored or contributed to or
been required to contribute to a Multiemployer Plan or other pension plan
subject to Title IV of ERISA. No material liability under Title IV of ERISA has
been incurred by the Company or any ERISA Affiliate that has not been satisfied
in full. Neither the Company nor any ERISA Affiliate has any liability under
ERISA Section 502. All tax, annual reporting and other governmental filings
required by ERISA and the Code have been timely filed with the appropriate
Governmental Entity and all notices and disclosures have been timely provided to
participants. All contributions and payments to such Company Benefit Plan are
deductible under applicable provisions of the Code. No amount with respect to
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the Company Benefit Plans is subject to Tax as unrelated business taxable income
under Section 511 of the Code. No excise tax could be imposed upon the Company
under Chapter 43 of the Code.

            Section 3.10.4 No amount that could be received (whether in cash or
property or the vesting of property) as a result of the consummation of the
transactions contemplated by this Agreement or any Ancillary Agreement by any
employee, officer or director of the Company or any Company Subsidiary who is a
"disqualified individual" (as such term is defined in proposed Treasury
Regulation Section 1.280G-1) under any Company Benefit Plan could be
characterized as an "excess parachute payment" (as defined in Section 280G(b)(1)
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of the Code). Set forth in Section 3.10.4 of the Company Disclosure Schedule is
(A) the estimated maximum amount that could be paid to any disqualified
individual as a result of the transactions contemplated by this Agreement under
all employment, severance and termination agreements, other compensation
arrangements and Company Benefit Plans currently in effect, and (B) the
estimated "base amount" (as defined in Section 280G(b)(e) of the Code) for each
such individual as of the date of this Agreement.

            Section 3.10.5 Except as required by Law, no Company Benefit Plan
provides any of the following retiree or post-employment benefits to any person:
medical, disability or life insurance benefits. No Company Benefit Plan is a
voluntary employee benefit association under Section 501(a)(9) of the Code. The
Company and each ERISA Affiliate are in material compliance with (A) the
requirements of the applicable health care continuation and notice provisions of
the Consolidated Omnibus Budget Reconciliation Act of 1985, as amended and the
regulations thereunder and any similar state law and (B) the applicable
requirements of the Health Insurance Portability and Accountability Act of 1996,
as amended, and the regulations thereunder.

            Section 3.10.6 Neither the Company nor any Company Subsidiary
maintains, sponsors, contributes or has any liability with respect to any
employee benefit plan program or arrangement (other than legally required
contributions under the social insurance laws of countries other than the United
States) that provides benefits to non-resident aliens who have no U.S. source
earned income and whose principal place of employment is outside of the United
States.

         Section 3.11 Labor and Other Employment Matters.

            Section 3.11.1 Each of the Company and each Company Subsidiary is in
material compliance with all applicable Laws respecting labor, employment, fair
employment practices, terms and conditions of employment, workers' compensation,
occupational safety, plant closings, and wages and hours. None of the Company or
any Company Subsidiary is liable for any payment to any trust or other fund or
to any Governmental Entity, with respect to unemployment compensation benefits,
social security or other benefits or obligations for employees (other than
routine payments to be made in the normal course of business and consistent with
past practice). None of the Company or any Company Subsidiary is a party to
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any collective bargaining or other labor union contract applicable to persons
employed by the Company or any Company Subsidiary, and no collective bargaining
agreement or other labor union contract is being negotiated by the Company or
any Company Subsidiary. There is no labor dispute, strike, slowdown or work
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stoppage against the Company or any Company Subsidiary pending or, to the
knowledge of the Company, threatened which would reasonably be expected to
interfere with the business activities of the Company and the Company
Subsidiaries, taken as a whole. No labor union or similar organization has been
certified to represent any persons employed by the Company or any Company
Subsidiary or, to the knowledge of the Company, has applied to represent such
employees or is attempting to organize so as to represent such employees. None
of the Company or any Company Subsidiary has committed any unfair labor
practices in connection with the operation of the respective businesses of the
Company or any Company Subsidiary, and there is no charge or complaint against
the Company or any Company Subsidiary by the National Labor Relations Board or
any comparable state agency pending or, to the knowledge of the Company,
threatened. None of the Company or any Company Subsidiary is delinquent in
payments to any of its employees for any wages, salaries, commissions, bonuses
or other direct compensation for any services performed for it or amounts
required to be reimbursed to such employees. Each of the Company and each
Company Subsidiary has withheld all amounts required by Law or by agreement to
be withheld from the wages, salaries, and other payments to employees, and is
not liable for any arrears of wages or any Taxes or any penalty for failure to
comply with any of the foregoing, except for amounts that are not, individually
or in the aggregate, material. There are no material pending claims against the
Company or any Company Subsidiary under any workers' compensation plan or policy
or for long term disability. There are no material controversies pending or, to
the knowledge of the Company, threatened, between the Company or any Company
Subsidiary, on the one hand, and any of their respective current or former
employees, on the other hand, which controversies have or could reasonably be
expected to result in an action, suit, proceeding, claim, arbitration or
investigation before any Governmental Entity. To the Company's knowledge, no
employee of the Company or any Company Subsidiary is in any material respect in
violation of any term of any employment contract, non-disclosure agreement,
noncompetition agreement, or any restrictive covenant to a former employer
relating to the right of any such employee to be employed by the Company or such
Company Subsidiary because of the nature of the business
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conducted or presently proposed to be conducted by it or to the use of trade
secrets or proprietary information of others. As of the date of this Agreement,
no executive officer or key employee of the Company or any Company Subsidiary
has given notice, nor is the Company otherwise aware, that any such executive
officer or key employee intends to terminate his or her employment with the
Company or such Company Subsidiary.

            Section 3.11.2 The Company has identified in Section 3.11.2 of the
Company Disclosure Schedule and has made available to Parent true and complete
copies of (A) all severance and employment agreements with directors, officers
or employees of or consultants to the Company or any Company Subsidiary; (B) all
severance programs and policies of the Company and each Company Subsidiary with
or relating to its employees; and (C) all plans, programs, agreements and other
arrangements of the Company and each Company Subsidiary with or relating to its
directors, officers, employees or consultants which contain change in control
provisions. Except as expressly contemplated by this Agreement, none of the
execution and delivery of this Agreement or the consummation of the transactions
contemplated hereby will (either alone or in conjunction with any other event,
such as termination of employment) (A) result in any payment (including, without
limitation, severance, unemployment compensation, parachute or otherwise)
becoming due to any director or any employee of the Company or any Company
Subsidiary or affiliate from the Company or any Company Subsidiary or affiliate
under any Company Benefit Plan or otherwise, (B) significantly increase any
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benefits otherwise payable under any Company Benefit Plan or (C) result in any
acceleration of the time of payment or vesting of any material benefits. No
individual who is a party to an employment agreement listed in Section 3.11.2 of
the Company Disclosure Schedule or any agreement incorporating change in control
provisions with the Company has terminated employment or been terminated, nor
has any event occurred that could give rise to a termination event, in either
case under circumstances that have given, or could give, rise to a severance
obligation on the part of the Company under such agreement.

            Section 3.11.3 As of the date of this Agreement, there are no
pending or, to the knowledge of the Company, threatened claims (other than
claims for benefits in the ordinary course), lawsuits or arbitrations which have
been asserted or instituted against any Company Benefit Plan, any fiduciaries
thereof with respect to their duties to the Company
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Benefit Plans or the assets of any of the trusts thereunder which could
reasonably be expected to result in any material liability of the Company or any
Company Subsidiary to the Pension Benefit Guaranty Corporation, the Department
of Treasury, the Department of Labor or any Multiemployer Plan.

            Section 3.12 Contracts; Debt Instruments. Except as filed as
exhibits to the Company SEC Filings filed prior to the date of this Agreement,
none of the Company or any Company Subsidiary is a party to or bound by any
contract (A) any of the benefits to any party of which will be increased, or the
vesting of the benefits to any party of which will be accelerated, by the
occurrence of any of the transactions contemplated by this Agreement or the
value of any of the benefits to any party of which will be calculated on the
basis of any of the transactions contemplated by this Agreement, or (B) which,
as of the date hereof, (1) is a "material contract" (as such term is defined in
Item 601(b)(10) of Regulation S-K of the SEC), (2) which involves aggregate
expenditures after the date of this Agreement in excess of $25,000 (other than
purchase orders for supplies and materials issued in the ordinary course of
business consistent with past practice), (3) which involves annual expenditures
after the date of this Agreement in excess of $25,000 and is not cancelable
within 90 days without fee or penalty, (4) which contains any non-compete or
exclusivity provisions with respect to any line of business or geographic area
with respect to the Company, any Company Subsidiary or any of the Company's
current or future affiliates, which grants most favored customer status or
otherwise guarantees any third party the right to receive the best terms the
Company or any Company Subsidiary may offer, or which restricts the conduct of
any line of business by the Company, any Company Subsidiary or any of the
Company's current or future affiliates or any geographic area in which the
Company, any Company Subsidiary or any of the Company's current or future
affiliates may conduct business, in each case in any material respect or (5)
which would prohibit or materially delay the consummation of the Merger or any
of the transactions contemplated by this Agreement. Each contract of the type
described in Section 3.12, whether or not set forth in this Section 3.12 of the
Company Disclosure Schedule, is referred to herein as a "Company Material
Contract." Each Company Material Contract is valid and binding on the Company
and each Company Subsidiary party thereto and, to the Company's knowledge, each
other party thereto, and is in full force and effect, and the Company and each
Company Subsidiary has in all material respects performed all obligations
required to be performed by it to the date hereof under each
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Company Material Contract and, to the Company's knowledge, each other party to
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each Company Material Contract has in all material respects performed all
obligations required to be performed by it under such Company Material Contract,
except as would not, individually or in the aggregate, reasonably be expected to
result in a Company Material Adverse Effect. None of the Company or any Company
Subsidiary knows of, or has received notice of, any violation or default under
(or any condition which with the passage of time or the giving of notice would
cause such a violation of or default under) any Company Material Contract,
except for violations or defaults that would not, individually or in the
aggregate, reasonably be expected to result in a Company Material Adverse
Effect.

            Section 3.13 Litigation. Except as and to the extent set forth in
Company SEC Filings filed prior to the date of this Agreement, as of the date of
this Agreement (A) there is no suit, claim, action, proceeding or investigation
pending or, to the knowledge of the Company, threatened against the Company or
any Company Subsidiary or for which the Company or any Company Subsidiary is
obligated to indemnify a third party and (B) none of the Company or any Company
Subsidiary is subject to any outstanding order, writ, injunction, decree or
arbitration ruling, award or other finding which has had or would, individually
or in the aggregate, reasonably be expected to result in a Company Material
Adverse Effect.

         Section 3.14 Environmental Matters.

            Section 3.14.1 The Company and each Company Subsidiary (A) is in
material compliance with all, and is not subject to any liability, with respect
to any, applicable Environmental Laws, (B) holds or has applied for all
Environmental Permits necessary to conduct their current operations and (C) is
in material compliance with their respective Environmental Permits.

            Section 3.14.2 None of the Company or any Company Subsidiary has
received any written notice, demand, letter, claim or request for information
alleging that the Company or any Company Subsidiary may be in violation of, or
liable under, any Environmental Law.

            Section 3.14.3 None of the Company or any Company Subsidiary (A) has
entered into or agreed to any consent decree or order or is subject to any
judgment, decree or
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judicial order relating to compliance with Environmental Laws, Environmental
Permits or the investigation, sampling, monitoring, treatment, remediation,
removal or cleanup of Hazardous Materials and, to the knowledge of the Company,
no investigation, litigation or other proceeding is pending or threatened in
writing with respect thereto, or (B) is an indemnitor in connection with any
claim asserted in writing or, to the knowledge of the Company, threatened by any
third-party indemnitee for any liability under any Environmental Law or relating
to any Hazardous Materials.

            Section 3.14.4 None of the real property owned or leased by the
Company or any Company Subsidiary is listed or, to the knowledge of the Company,
proposed for listing on the "National Priorities List" under the Comprehensive
Environmental Response, Compensation and Liability Act of 1980, as amended as of
the date hereof, or any similar state or foreign list of sites requiring
investigation or cleanup.

         Section 3.15 Intellectual Property. The Company owns or has all
necessary and defensible right to use, whether through ownership, licensing or
otherwise, all Intellectual Property material to the businesses of the Company
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and the Company Subsidiaries, taken as a whole, in substantially the same manner
or for the same purposes as such businesses are conducted on the date hereof
("Material Intellectual Property"). No written claim of invalidity or
conflicting ownership rights with respect to any Material Intellectual Property
has been made by a third party and no such Material Intellectual Property is the
subject of any pending or, to the Company's knowledge, threatened action, suit,
claim, investigation, arbitration or other proceeding. No person or entity has
given notice to the Company or any Company Subsidiary that the use of any
Material Intellectual Property by the Company, any Company Subsidiary or any
licensee is infringing or has infringed any domestic or foreign patent,
trademark, service mark, trade name, or copyright or design right, or that the
Company, any Company Subsidiary or any licensee has misappropriated or
improperly used or disclosed any trade secret, confidential information or
know-how. To the knowledge of the Company, the making, using, selling,
manufacturing, marketing, licensing, reproduction, distribution, public display
or performance, or publishing of any process, machine, manufacture or product,
or provision of any service, related to any Material Intellectual Property, does
not and will not infringe any domestic or foreign patent, trademark, service
mark, trade name, copyright or other intellectual property right
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of any third party, and does not and will not involve the misappropriation or
improper use or disclosure of any trade secrets, confidential information or
know-how of any third party. To the knowledge of the Company, there exists no
prior act or current conduct or use by the Company, any Company Subsidiary or
any third party that would void, invalidate or infringe any Material
Intellectual Property. No rights to obtain, use or reproduce the source code of
any Company or Company Subsidiary software have been granted, nor are there any
escrow rights granted to third parties or escrow agreements for the benefit of
third parties that, if triggered, could result in the disclosure of such source
code to any third party. The execution, delivery and performance of this
Agreement by the Company and the consummation of the transactions contemplated
hereby and thereby will not breach, violate or conflict with any instrument or
agreement concerning any Material Intellectual Property, will not cause the
forfeiture or termination or give rise to a right of forfeiture or termination
of any of the Material Intellectual Property or impair the right of Parent or
the Surviving Corporation to make, have made, use, offer to sell, sell, import,
license or otherwise exploit, use, commercialize or dispose of, or to bring any
action for the infringement of, any Material Intellectual Property. In addition,
the matters disclosed on Section 3.15 of the Company Disclosure Schedule would
not, individually or in the aggregate, reasonably be expected to have a Company
Material Adverse Effect.

         Section 3.16 Taxes.

            Section 3.16.1 Each of the Company and the Company Subsidiaries has
timely filed with the appropriate taxing authorities all federal income Tax
Returns and all other material Tax Returns required to be filed as of the date
hereof. All such Tax Returns are complete and accurate in all material respects.
All material Taxes due and owing by any of the Company and the Company
Subsidiaries on or before the date hereof (whether or not shown on any Tax
Return) have been paid. Neither the Company nor any of the Company Subsidiaries
currently is the beneficiary of any extension of time within which to file any
Tax Return. No claim has ever been made by an authority in a jurisdiction where
any of the Company and the Company Subsidiaries does not file Tax Returns that
it is or may be subject to taxation by that jurisdiction.

            Section 3.16.2 The unpaid Taxes of the Company and the Company
Subsidiaries (i) did not, as of the dates of the financial statements in the
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Company SEC Filings,
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exceed, to a material extent, the reserve for Tax liability (excluding any
reserve for deferred Taxes established to reflect timing differences between
book and Tax income) set forth on the face of the balance sheets (rather than in
any notes thereto) contained in such financial statements, and (ii) will not
exceed, to a material extent, that reserve as adjusted for operations and
transactions through the Closing Date in accordance with the past custom and
practice of the Company and the Company Subsidiaries in filing their Tax
Returns. Since the date of the most recent financial statements, none of the
Company and the Company Subsidiaries has (x) engaged in any transactions or
incurred any material liability for Taxes other than in the ordinary course of
business or (y) paid any material Taxes other than Taxes paid on a timely basis
and in a manner consistent with past custom and practice.

            Section 3.16.3 No material deficiencies for Taxes with respect to
any of the Company and the Company Subsidiaries have been claimed, proposed or
assessed by a Tax authority or other Governmental Entity. There are no pending
or, to the knowledge of any of the Company and the Company Subsidiaries,
threatened audits, assessments or other actions for or relating to any material
liability in respect of Taxes of any of the Company and the Company
Subsidiaries, and there are no matters under discussion with any Governmental
Entities, or known to any of the Company and the Company Subsidiaries, with
respect to Taxes that are likely to result in an additional material liability
for Taxes with respect to any of the Company and the Company Subsidiaries. The
Company has delivered or made available to Parent complete and accurate copies
of federal, state and local income Tax Returns of each of the Company and the
Company Subsidiaries and their predecessors for the years ended January 31,
1999, 2000, 2001 and 2002, and complete and accurate copies of all examination
reports and statements of deficiencies assessed against or agreed to by any of
the Company and the Company Subsidiaries or any predecessors since December 31,
1998. Neither the Company nor any of the Company Subsidiaries nor any
predecessor has waived any statute of limitations in respect of Taxes or agreed
to any extension of time with respect to a Tax assessment or deficiency.

            Section 3.16.4 There are no liens for Taxes upon the assets of any
of the Company and the Company Subsidiaries (other than with respect to liens
for current Taxes not yet due and payable).
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            Section 3.16.5 Neither the Company nor any of the Company
Subsidiaries (i) has consented at any time under former Section 341(f)(1) of the
Code to have the provisions of former Section 341(f)(2) of the Code apply to any
disposition of the assets of any of the Company and the Company Subsidiaries;
(ii) has agreed, or is required, to make any adjustment under Section 481(a) of
the Code by reason of a change in accounting method or otherwise; (iii) has made
an election, or is required, to treat any of its assets as owned by another
Person pursuant to the provisions of former Section 168(f) of the Code or as
tax-exempt bond financed property or tax-exempt use property within the meaning
of Section 168 of the Code; (iv) has acquired or owns any assets that directly
or indirectly secure any debt the interest on which is tax exempt under Section
103(a) of the Code; (v) has made or will make a consent dividend election under
Section 565 of the Code; (vi) has elected at any time to be treated as an S
corporation within the meaning of Sections 1361 or 1362 of the Code; or (vii)
made any of the foregoing elections or is required to apply any of the foregoing
rules under any comparable state or local Tax provision.
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            Section 3.16.6 There are no Tax-sharing agreements or similar
arrangements (including indemnity arrangements) with respect to or involving any
of the Company and the Company Subsidiaries, and, after the Closing Date, none
of the Company and the Company Subsidiaries shall be bound by any such
Tax-sharing agreements or similar arrangements or have any liability thereunder
for amounts due in respect of periods prior to the Closing Date.

            Section 3.16.7 None of the Company and the Company Subsidiaries has
any liability for the Taxes of any person (other than Taxes of the Company and
the Company Subsidiaries) (i) under Treasury Regulation Section 1.1502-6 (or any
similar provision of state, local, or foreign law), (ii) as a transferee or
successor, (iii) by contract, or (iv) otherwise.

            Section 3.16.8 Each of the Company and the Company Subsidiaries has
withheld and paid all material Taxes required to have been withheld and paid in
connection with amounts paid or owing to any employee, independent contractor,
creditor, stockholder or other third party.
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            Section 3.16.9 None of the Company and the Company Subsidiaries has
been a United State real property holding corporation within the meaning of
Section 897(c)(2) of the Code during the applicable period specified in section
897(c)(1)(A)(ii) of the Code.

            Section 3.16.10 Neither the Company nor any of the Company
Subsidiaries (i) is a partner for Tax purposes with respect to any joint
venture, partnership, or other arrangement or contract which is treated as a
partnership for Tax purposes, (ii) owns a single member limited liability
company which is treated as a disregarded entity, (iii) is a shareholder of a
"controlled foreign corporation" as defined in Section 957 of the Code (or any
similar provision of state, local or foreign law), (iv) is a "personal holding
company" as defined in Section 542 of the Code (or any similar provision of
state, local or foreign law) or (v) is a passive foreign investment company
within the meaning of the Code.

            Section 3.16.11 Neither the Company nor any of the Company
Subsidiaries has or has had a permanent establishment in any foreign country, as
defined in any applicable Tax treaty or convention between the United States of
America and such foreign country.

            Section 3.16.12 None of the outstanding indebtedness of any of the
Company and the Company Subsidiaries constitutes indebtedness with respect to
which any interest deductions may be disallowed under Sections 163(i) or 163(l)
or 279 of the Code or under any other provision of applicable law.

            Section 3.16.13 Neither the Company nor any of the Company
Subsidiaries has distributed the stock of any corporation in a transaction
satisfying the requirements of Section 355 of the Code since April 16, 1997, and
neither the stock of the Company nor the stock of any of the Company
Subsidiaries has been distributed in a transaction satisfying the requirements
of Section 355 of the Code since April 16, 1997.

            Section 3.16.14 Neither the Company nor any of the Company
Subsidiaries has entered into any transaction identified as a "listed
transaction" for purposes of Treasury Regulations Section 1.6011-4(b)(2) or
301.6111-2(b)(2). If any of the Company and the Company Subsidiaries has entered
into any transaction such that, if the treatment claimed by it were to be
disallowed, the transaction would constitute a substantial understatement of
federal
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income tax within the meaning of Section 6662 of the Code, then it believes that
it has either (x) substantial authority for the tax treatment of such
transaction or (y) disclosed on its Tax Return the relevant facts affecting the
tax treatment of such transaction.

            Section 3.16.15 None of the Company or any Company Subsidiary is a
party to any contract, plan or arrangement, under which it is obligated to make
or to provide, or could become obligated to make or to provide, a payment or
benefit that would not be deductible as a result of application of Section 280G
of the Code.

         Section 3.17 Insurance. The Company maintains insurance coverage, or
maintains self-insurance practices, in such amounts and covering such risks as
are in accordance with normal industry practice for companies of a similar size
and engaged in businesses similar to that of the Company (taking into account
the cost and availability of such insurance). Section 3.17 of the Company
Disclosure Schedule sets forth all insurance policies (including, without
limitation, workers' compensation insurance policies) covering the business,
properties or assets of the Company, the premiums and coverage of such policies,
the insurers providing such policies and list of all claims in excess of $10,000
made against any such policies since January 1, 2001 (other than claims made
under health insurance policies in the ordinary course of business).

         Section 3.18 Opinion of Financial Advisors. Raymond James & Associates
(the "Company Financial Advisor") has delivered to the Company Board its written
opinion, dated the date of this Agreement, that the Merger Consideration, as of
such date, is fair from a financial point of view to the holders of Company
Common Stock.

         Section 3.19 Vote Required. The affirmative vote of the holders of a
majority of the outstanding Company Common Stock is the only vote of the holders
of any class or series of capital stock or other Equity Interests of the Company
necessary to approve the Merger.

         Section 3.20 Brokers. No broker, finder or investment banker is
entitled to any brokerage, finder's or other fee or commission in connection
with the Merger based upon arrangements made by or on behalf of the Company or
any Company Subsidiary. The Company has heretofore made available to Parent a
true and complete copy of all agreements between the
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Company and the Company Financial Advisor pursuant to which such firm would be
entitled to any payment relating to the Merger or any other transaction
contemplated by this Agreement.

                                   ARTICLE 4.
             REPRESENTATIONS AND WARRANTIES OF PARENT AND MERGER SUB

         Parent and Merger Sub hereby jointly and severally represent and
warrant to the Company as follows:

         Section 4.1 Organization and Qualification; Subsidiaries. Parent is a
corporation duly organized, validly existing and in good standing under the laws
of the State of Delaware. Merger Sub is a corporation duly organized, validly
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existing and in good standing under the laws of the State of Georgia. Each of
Parent and Merger Sub has the requisite power and authority and all necessary
governmental approvals to own, lease and operate its properties and to carry on
its business as it is now being conducted. Each of Parent and Merger Sub is duly
qualified or licensed to do business, and is in good standing, in each
jurisdiction where the character of the properties owned, leased or operated by
it or the nature of its business makes such qualification, licensing or good
standing necessary, except for such failures as would not individually or in the
aggregate, reasonably be expected to result in a Parent Material Adverse Effect.

         Section 4.2 Authority. Each of Parent and Merger Sub has all necessary
corporate power and authority to execute and deliver this Agreement, to perform
its obligations hereunder and to consummate the transactions contemplated by
this Agreement to be consummated by it. The execution and delivery of this
Agreement by each of Parent and Merger Sub, as applicable, and the consummation
by Parent and Merger Sub of the transactions contemplated hereby have been duly
and validly authorized by all necessary corporate action (including approval by
Parent as the sole shareholder of Merger Sub), and no other corporate
proceedings on the part of Parent and Merger Sub and no other shareholder votes
are necessary to authorize this Agreement or to consummate the transactions
contemplated hereby. This Agreement has been duly authorized and validly
executed and delivered by Parent and Merger Sub, as applicable, and, assuming
the due authorization, execution and delivery by the Company, constitutes a
legal, valid and binding obligation of Parent and Merger Sub, enforceable
against Parent and Merger Sub in accordance with its terms, except as
enforceability may be limited by
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applicable bankruptcy, insolvency, reorganization, moratorium or other laws of
general application affecting the enforcement of rights, and general principles
of equity that restrict the availability of equitable remedies.

         Section 4.3 No Conflict; Required Filings and Consents.

            Section 4.3.1 The execution and delivery of this Agreement do not,
and the performance thereof by Parent and Merger Sub will not, (A) conflict with
or violate any provision of the Amended and Restated Certificate of
Incorporation or Bylaws, as amended, of Parent or the Articles of Incorporation
or Bylaws of Merger Sub or (B) assuming that all consents, approvals,
authorizations and permits described in Section 4.3.2 have been obtained and all
filings and notifications described in Section 4.3.2 have been made and any
waiting periods thereunder have terminated or expired, conflict with or violate
any Law applicable to Parent or Merger Sub or any other subsidiary of Parent
(each a "Parent Subsidiary" and, collectively, the "Parent Subsidiaries") or by
which any property or asset of Parent, Merger Sub or any Parent Subsidiary is
bound or affected, except, with respect to clause (B), for any such conflicts,
violations, breaches, defaults or other occurrences which would not,
individually or in the aggregate, reasonably be expected to (1) prevent or
materially delay consummation of the Merger or (2) otherwise prevent or
materially delay performance by Parent or Merger Sub of any of their material
obligations under this Agreement.

            Section 4.3.2 The execution and delivery of this Agreement do not,
and the performance hereof by Parent and Merger Sub will not, require any
consent, approval, authorization or permit of, or filing with or notification
to, any Governmental Entity or other person, except (A) under the Exchange Act,
the rules and regulations of the Exchange and filing and recordation of the
Certificate of Merger as required by the GBCC and (B) where failure to obtain
such consents, approvals, authorizations or permits, or to make such filings or
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notifications, would not, individually or in the aggregate, reasonably be
expected to (1) prevent or materially delay consummation of the Merger or (2)
otherwise prevent or materially delay performance by Parent or Merger Sub of any
of their material obligations under this Agreement.

            Section 4.4 Litigation. As of the date hereof, (A) there is no suit,
claim, action, proceeding or investigation pending or, to the knowledge of
Parent, threatened against Parent or Merger Sub and (B) neither Parent nor
Merger Sub is subject to any outstanding order, writ,
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judgment, injunction or decree of any Governmental Entity which, in the case of
(A) or (B), would, individually or in the aggregate, reasonably be expected to
prevent or materially delay Parent's or Merger Sub's ability to consummate the
Merger.

         Section 4.5 Disclosure Documents. The information with respect to
Parent and Merger Sub that Parent or Merger Sub furnishes to the Company
specifically for use in the Proxy Statement or any Other Filings will not
contain any untrue statement of a material fact or omit to state any material
fact necessary in order to make the statements made therein, in the light of the
circumstances under which they were made, not misleading (A) in the case of the
Proxy Statement, as supplemented or amended, if applicable, at the time such
Proxy Statement or any amendment or supplement thereto is first mailed to
shareholders of the Company, at the time such shareholders vote on adoption of
this Agreement, and at the Effective Time and (B) in the case of any Other
Filings, or any supplement or amendment thereto, at the time of the filing
thereof and at the time of any distribution or dissemination thereof.

         Section 4.6 Ownership of Merger Sub; No Prior Activities.

            Section 4.6.1 Merger Sub was formed solely for the purpose of
engaging in the transactions contemplated by this Agreement.

            Section 4.6.2 Except for obligations or liabilities incurred in
connection with its incorporation or organization and the transactions
contemplated by this Agreement and each Ancillary Agreement, Merger Sub has not
and will not have incurred, directly or indirectly, through any subsidiary or
affiliate, any obligations or liabilities or engaged in any business activities
of any type or kind whatsoever or entered into any agreements or arrangements
with any person.

         Section 4.7 Brokers. No broker, finder or investment banker is entitled
to any brokerage, finder's or other fee or commission in connection with the
Merger based upon arrangements made by or on behalf of Parent or any Parent
Subsidiary.

         Section 4.8 Financing. At the Effective Time, Parent will have
available all the funds necessary to pay all of the Merger Consideration and to
pay all fees and expenses payable by Parent related to the transactions
contemplated by this Agreement.
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                                   ARTICLE 5.
                                   COVENANTS

         Section 5.1 Conduct of Business by the Company Pending the Closing. The
Company agrees that, between the date of this Agreement and the Effective Time,
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except as set forth in Section 5.1 of the Company Disclosure Schedule or as
specifically permitted or expressly contemplated by any other provision of this
Agreement, unless Parent shall otherwise agree in writing: the Company will, and
will cause each Company Subsidiary to, (A) conduct its operations only in the
ordinary and usual course of business consistent with past practice and (B) use
its reasonable best efforts to keep available the services of the current
officers, key employees and key consultants of the Company and each Company
Subsidiary and to preserve the current relationships of the Company and each
Company Subsidiary with such of the customers, suppliers and other persons with
which the Company or any Company Subsidiary has significant business relations
as is reasonably necessary to preserve substantially intact its business
organization. Without limiting the foregoing, and as an extension thereof,
except as set forth in Section 5.1 of the Company Disclosure Schedule or as
specifically permitted or expressly contemplated by any other provision of this
Agreement, the Company shall not (unless required by applicable Law or the
regulations or requirements of the Exchange or any regulatory organization
applicable to the Company), and shall not permit any Company Subsidiary to,
between the date of this Agreement and the Effective Time, directly or
indirectly, do, or agree to do, any of the following without the prior written
consent of Parent:

            Section 5.1.1 amend or otherwise change its articles of
incorporation or bylaws or equivalent organizational documents;

            Section 5.1.2 (A) issue, sell, pledge, dispose of, grant, transfer,
encumber, or authorize the issuance, sale, pledge, disposition, grant, transfer,
or encumbrance of any shares of capital stock of, or other Equity Interests in,
the Company or any Company Subsidiary of any class, or securities convertible or
exchangeable or exercisable for any shares of such capital stock or other Equity
Interests, or any options, warrants or other rights of any kind to acquire any
shares of such capital stock or other Equity Interests or such convertible or
exchangeable securities, or any other ownership interest (including, without
limitation, any such interest represented by contract right), of the Company or
any Company Subsidiary, other than
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(i) the issuance of shares of Company Common Stock (and the related Company
Rights) upon the exercise of Company Options outstanding as of the date hereof
in accordance with their terms and the terms of this Agreement, (ii) the
issuance of shares of Company Common Stock (and the related Company Rights)
pursuant to the ESPP in accordance with the terms of the ESPP and this Agreement
or (iii) if a Triggering Event (as defined in the Company Rights Agreement)
shall occur, the Company Rights or (B) sell, pledge, dispose of, transfer,
lease, license, guarantee or encumber, or authorize the sale, pledge,
disposition, transfer, lease, license, guarantee or encumbrance of, any material
property or assets (including Intellectual Property) of the Company or any
Company Subsidiary, except pursuant to existing contracts or commitments or the
sale or purchase of goods in the ordinary course of business consistent with
past practice, or enter into any commitment or transaction outside the ordinary
course of business consistent with past practice other than transactions between
a wholly owned Company Subsidiary and the Company or another wholly owned
Company Subsidiary:

            Section 5.1.3 declare, set aside, make or pay any dividend or other
distribution (whether payable in cash, stock, property or a combination thereof)
with respect to any of its capital stock (other than dividends paid by a wholly
owned Company Subsidiary to the Company or to any other wholly owned Company
Subsidiary) or enter into any agreement with respect to the voting of its
capital stock;
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            Section 5.1.4 reclassify, combine, split, subdivide or redeem,
purchase or otherwise acquire, directly or indirectly, any of its capital stock,
other Equity Interests or other securities;

            Section 5.1.5 (A) acquire (including, without limitation, by merger,
consolidation, or acquisition of stock or assets) any interest in any person or
any division thereof or any assets, other than acquisitions of assets in the
ordinary course of business consistent with past practice, (B) incur any
indebtedness for borrowed money or issue any debt securities or assume,
guarantee or endorse, or otherwise as an accommodation become responsible for,
the obligations of any person (other than a wholly owned Company Subsidiary) for
borrowed money, (C) terminate, cancel or request any material change in, or
agree to any material change in, any Company Material Contract other than in the
ordinary course of business consistent with past practice, (D) make or authorize
any capital expenditure, other than capital expenditures that
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are not, in the aggregate, in excess of $10,000 for the Company and the Company
Subsidiaries taken as a whole, (E) except in the ordinary course of business
consistent with past practice, make or authorize any expenditure in an amount,
together with all related expenditures, in excess of $10,000 or (F) enter into
or amend any contract, agreement, commitment or arrangement that, if fully
performed, would not be permitted under this Section 5.1.5;

            Section 5.1.6 except as may be required by contractual commitments
or corporate policies with respect to severance or termination pay in existence
on the date of this Agreement as disclosed in Section 3.10 of the Company
Disclosure Schedule: (A) increase the compensation or benefits payable or to
become payable to its directors, officers or employees (except for increases in
accordance with past practices in salaries or wages of employees of the Company
or any Company Subsidiary which are not across-the-board increases); or (B)
grant any rights to severance or termination pay to, or enter into any
employment or severance agreement with, any director, officer or other employee
of the Company or any Company Subsidiary, or establish, adopt, enter into or
amend any collective bargaining, bonus, profit sharing, thrift, compensation,
stock option, restricted stock, pension, retirement, deferred compensation,
employment, termination, severance or other plan, agreement, trust, fund, policy
or arrangement for the benefit of any director, officer or employee, except to
the extent required by applicable Law or the terms of a collective bargaining
agreement in existence on the date of this Agreement.

            Section 5.1.7 (A) pre-pay any long-term debt or pay, discharge or
satisfy any claims, liabilities or obligations (absolute, accrued, contingent or
otherwise), except in the ordinary course of business consistent with past
practice and in accordance with their terms, (B) accelerate or delay collection
of notes or accounts receivable in advance of or beyond their regular due dates
or the dates when the same would have been collected in the ordinary course of
business consistent with past practice, (C) delay or accelerate payment of any
account payable in advance of its due date or the date such liability would have
been paid in the ordinary course of business consistent with past practice, or
(D) vary the Company's inventory practices in any material respect from the
Company's past practices;
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            Section 5.1.8 make any change in accounting policies or procedures,
other than in the ordinary course of business consistent with past practice or
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except as required by GAAP or by a Governmental Entity;

            Section 5.1.9 waive, release, assign, settle or compromise any
material claims, or any material litigation or arbitration;

            Section 5.1.10 except in the ordinary course of business consistent
with past practice, make or change any material election in respect of Taxes,
adopt or change any material accounting method in respect of a material amount
of Taxes, enter into any tax allocation agreement, tax sharing agreement, tax
indemnity agreement or closing agreement, settle or compromise any claim,
notice, audit report or assessment in respect of Taxes, or consent to any
extension or waiver of the limitation period applicable to any claim or
assessment in respect of Taxes;

            Section 5.1.11 amend or modify, or propose to amend or modify, or
otherwise take any action under, the Company Rights Agreement;

            Section 5.1.12 modify, amend or terminate, or waive, release or
assign any material rights or claims with respect to any confidentiality or
standstill agreement to which the Company is a party;

            Section 5.1.13 write up, write down or write off the book value of
any assets, individually or in the aggregate, for the Company and the Company
Subsidiaries taken as a whole, except for depreciation and amortization in
accordance with GAAP consistently applied;

            Section 5.1.14 (A) knowingly take any action to exempt or make not
subject to any state takeover law or state law that purports to limit or
restrict business combinations or the ability to acquire or vote shares or (B)
take any action to exempt or make not subject to the Company Rights Agreement,
any person or entity (other than Parent, Merger Sub and any Parent Subsidiary)
or any action taken thereby, which person, entity or action would have otherwise
been subject to the restrictive provisions thereof and not exempt therefrom;
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            Section 5.1.15 take any action that is intended or would reasonably
be expected to result in any of the conditions to the Merger set forth in
Article 6 not being satisfied; or

            Section 5.1.16 authorize or enter into any agreement or otherwise
make any commitment to do any of the foregoing.

         Section 5.2 Cooperation. The Company and Parent shall coordinate and
cooperate in connection with (A) the preparation of the Proxy Statement and any
Other Filings, (B) determining whether any action by or in respect of, or filing
with, any Governmental Entity is required, or any actions, consents, approvals
or waivers are required to be obtained from parties to any Company Material
Contracts, in connection with the consummation of the Merger and (C) seeking any
such actions, consents, approvals or waivers or making any such filings,
furnishing information required in connection therewith or with the Proxy
Statement or any Other Filings and timely seeking to obtain any such actions,
consents, approvals or waivers.

         Section 5.3 Proxy Statement; Shareholder Meeting. As promptly as
practicable after the execution of this Agreement, the Company shall prepare and
file with the SEC a proxy statement relating to the meeting of the Company's
shareholders to be held in connection with the Merger (together with any
amendments thereof or supplements thereto, the "Proxy Statement"). The Company
will provide Parent with a draft of the Proxy Statement at least five Business
Days prior to its filing and will consider in good faith Parent's comments to
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the Proxy Statement. In addition, the Company shall prepare and file with the
SEC, any Other Filings as and when required or requested by the SEC. The Company
will provide Parent with a draft of each Other Filing at least five Business
Days prior to its filing. The Company will advise Parent, promptly after it
receives notice thereof, of any request by the SEC for amendment of the Proxy
Statement or any Other Filings or comments thereon and responses thereto or
requests by the SEC for additional information. The Company, after consultation
with Parent, will respond to any comments made by the SEC with respect to the
Proxy Statement and any Other Filings. Parent shall promptly furnish all
information concerning it and the holders of its capital stock as the Company
may reasonably request in connection with such actions and the preparation of
the Proxy Statement and any Other Filings. As promptly as practicable after the
clearance of the Proxy Statement by the SEC, the Company shall mail the Proxy
Statement to its
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shareholders and hold a meeting of its shareholders for the purpose of voting
upon the approval of the Merger (the "Company Shareholders Meeting"). The Proxy
Statement shall include the recommendation of the Company Board that adoption of
the Merger Agreement by the Company's shareholders is advisable and that the
Company Board has determined that the Merger is fair and in the best interests
of the Company's shareholders.

         If at any time prior to the Effective Time, any event or circumstance
relating to Parent or any Parent Subsidiary, or their respective officers or
directors, should be discovered by Parent which should be set forth in an
amendment or a supplement to the Proxy Statement or any Other Filing, Parent
shall promptly inform the Company.

         If at any time prior to the Effective Time, any event or circumstance
relating to the Company or any Company Subsidiary, or their respective officers
or directors, should be discovered by the Company which should be set forth in
an amendment or a supplement to the Proxy Statement or any Other Filing, the
Company shall promptly inform Parent. All documents that the Company is
responsible for filing in connection with the transactions contemplated herein
will comply as to form and substance in all material respects with the
applicable requirements of the Exchange Act, the rules and regulations
thereunder and other applicable Laws, provided that the Company shall have no
liability for information furnished in writing to the Company by Parent
expressly for inclusion therein.

         Section 5.4 Access to Information; Confidentiality.

            Section 5.4.1 From the date of this Agreement to the Effective Time,
the Company shall, and shall cause each Company Subsidiary and each of their
respective directors, officers, employees, accountants, consultants, legal
counsel, advisors, and agents and other representatives (collectively, "Company
Representatives") to: (A) provide to Parent and Merger Sub and their respective
officers, directors, employees, accountants, consultants, legal counsel,
advisors, agents and other representatives (collectively, "Parent
Representatives") access at reasonable times upon two Business Days' prior
notice to the officers, employees, agents, properties, offices and other
facilities of such party and its subsidiaries and to the books and records
thereof and (B) furnish promptly such information concerning the business,
properties, contracts, assets, liabilities, personnel and other aspects of the
Company or any Company Subsidiary as Parent or any of the Parent Representatives
may reasonably request. No
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investigation conducted pursuant to this Section 5.4 shall affect or be deemed
to modify or limit any representation or warranty made in this Agreement.

            Section 5.4.2 With respect to the information disclosed pursuant to
Section 5.4.1, the parties shall comply with, and shall cause their respective
Representatives to comply with, all of their respective obligations under the
Mutual Nondisclosure Agreement, dated as of April 22, 2003, by and between
Parent and the Company, as amended (the "Confidentiality Agreement").

            Section 5.4.3 Notwithstanding anything to the contrary set forth
herein or in any other written or oral understanding or agreement to which the
parties hereto are parties or by which they are bound (including the
Confidentiality Agreement), the parties acknowledge and agree that any
obligations of confidentiality contained herein and therein shall not apply to
the tax treatment and tax structure of the Merger upon the earlier to occur of
(i) the date of the public announcement of discussions relating to the Merger,
(ii) the date of the public announcement of the Merger, or (iii) the date of the
execution of this Agreement, all within the meaning of Treasury Regulations
Section 1.6011-4; provided however, that each party recognizes that the
privilege each has to maintain, in its sole discretion, the confidentiality of a
communication relating to the Merger, including a confidential communication
with its attorney or a confidential communication with a federally authorized
tax practitioner under Section 7525 of the Code, is not intended to be affected
by the foregoing.

         Section 5.5 No Solicitation of Transactions.

            Section 5.5.1 None of the Company or any Company Subsidiary shall,
directly or indirectly, take (and the Company shall not authorize or permit the
Company Representatives or, to the extent within the Company's control, other
affiliates to take) any action to (A) encourage (including by way of furnishing
non-public information), solicit, initiate or facilitate any Acquisition
Proposal, (B) enter into any agreement with respect to any Acquisition Proposal
or enter into any agreement, arrangement or understanding requiring it to
abandon, terminate or fail to consummate the Merger or any other transaction
contemplated by this Agreement or (C) participate in any way in discussions or
negotiations with, or furnish any information to, any person in connection with,
or take any other action to facilitate any inquiries or the making of any
proposal that constitutes, or could reasonably be expected to lead to, any
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Acquisition Proposal; provided, however, that if, at any time prior to the
obtaining of the Company's shareholders' approval of the Merger at the Company
Shareholders Meeting, the Company Board (or an authorized committee thereof)
determines in good faith, after consultation with outside counsel, that it would
otherwise constitute a breach of the directors' fiduciary duties to
shareholders, the Company may, in response to a Superior Proposal, (x) furnish
information with respect to the Company and the Company Subsidiaries to the
person making such Superior Proposal pursuant to a customary confidentiality
agreement the benefits of the terms of which are no more favorable to the other
party to such confidentiality agreement than those in place with Parent, (y)
participate in discussions with respect to such Superior Proposal and (z)
terminate this Agreement pursuant to Section 7.1.6. Upon execution of this
Agreement, the Company shall cease immediately and cause to be terminated any
and all existing discussions or negotiations with any parties conducted
heretofore with respect to an Acquisition Proposal.
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            Section 5.5.2 The Company shall, as promptly as practicable (and in
no event later than one Business Day after receipt thereof), advise Parent of
any inquiry received by it relating to any potential Acquisition Proposal and of
the material terms of any proposal or inquiry, including the identity of the
person and its affiliates making the same, that it may receive in respect of any
such potential Acquisition Proposal, or of any information requested from it or
of any negotiations or discussions being sought to be initiated with it, shall
furnish to Parent a copy of any such proposal or inquiry, if it is in writing,
or a written summary of any such proposal or inquiry, if it is not in writing
and shall keep Parent fully informed on a prompt basis with respect to any
developments with respect to the foregoing.

            Section 5.5.3 Neither the Company Board nor any committee thereof
shall (A) withdraw or modify, or propose publicly to withdraw or modify, in a
manner adverse to Parent, the approval or recommendation by the Company Board or
such committee of the adoption and approval of the Merger (the "Company
Recommendation") and the matters to be considered at the Company Shareholders'
Meeting, (B) other than the Merger, approve or recommend, or propose publicly to
approve or recommend, any Acquisition Proposal, or (C) other than the Merger,
cause the Company to enter into any letter of intent, agreement in principle,
acquisition agreement or other similar agreement related to any Acquisition
Proposal.
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Nothing contained in this Section 5.5.3 shall prohibit the Company (x) from
taking and disclosing to its shareholders a position contemplated by Rule 14d-9
or Rule 14e-2(a) promulgated under the Exchange Act or (y) in the event that a
Superior Proposal is made and the Company Board (or an authorized committee
thereof) determines in good faith, after consultation with outside counsel, that
it would otherwise constitute a breach of its fiduciary duty to shareholders,
from terminating this Agreement pursuant to Section 7.1.6.

         Section 5.6 Appropriate Action; Consents; Filings.

            Section 5.6.1 The Company and Parent shall use their reasonable best
efforts to (A) take, or cause to be taken, all appropriate action, and do, or
cause to be done, all things necessary, proper or advisable under any applicable
Law or otherwise to consummate and make effective the transactions contemplated
by this Agreement and each Ancillary Agreement as promptly as practicable, (B)
obtain from any Governmental Entities any consents, licenses, permits, waivers,
approvals, authorizations or orders required to be obtained or made by Parent or
the Company or any of their respective Subsidiaries, or to avoid any action or
proceeding by any Governmental Entity, in connection with the authorization,
execution and delivery of this Agreement and each Ancillary Agreement and the
consummation of the transactions contemplated herein and therein, including,
without limitation, the Merger, and (C) make all necessary filings, and
thereafter make any other required submissions, with respect to this Agreement
and each Ancillary Agreement and the Merger required under (x) the Exchange Act,
and any other applicable federal or state securities Laws and (y) any other
applicable Law, provided that Parent and the Company shall cooperate with each
other in connection with the making of all such filings, including providing
copies of all such documents to the non-filing party and its advisors prior to
filing and, if requested, to accept all reasonable additions, deletions or
changes suggested in connection therewith and provided further that nothing in
this Section 5.6.1 shall require Parent to agree to (AA) the imposition of
conditions, (BB) the requirement of divestiture of assets or property or (CC)
the requirement of expenditure of money by Parent or the Company to a third
party in exchange for any such consent, license, permit, waiver, approval,
authorization or order. The Company and Parent shall furnish to each other all
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information required for any application or other filing under the rules and
regulations of any

                                       42

applicable Law (including all information required to be included in the Proxy
Statement) in connection with the transactions contemplated by this Agreement
and each Ancillary Agreement.

            Section 5.6.2 The Company and Parent shall give (or shall cause
their respective Subsidiaries to give) any notices to third parties, and use,
and cause their respective Subsidiaries to use, their reasonable best efforts to
obtain any third party consents, (A) necessary, proper or advisable to
consummate the transactions contemplated in this Agreement and each Ancillary
Agreement, (B) required to be disclosed in the Company Disclosure Schedule or
(C) required to prevent a Company Material Adverse Effect from occurring prior
to or after the Effective Time or a Parent Material Adverse Effect from
occurring prior to or after the Effective Time. In the event that either party
shall fail to obtain any third party consent described in the first sentence of
this Section 5.6.2, such party shall use its reasonable best efforts, and shall
take any such actions reasonably requested by the other party hereto, to
minimize any adverse effect upon the Company and Parent, their respective
Subsidiaries, and their respective businesses resulting, or which could
reasonably be expected to result after the Effective Time, from the failure to
obtain such consent.

            Section 5.6.3 From the date of this Agreement until the Effective
Time, the Company shall promptly notify Parent in writing of any pending or, to
the knowledge of the Company, threatened action, suit, arbitration or other
proceeding or investigation by any Governmental Entity or any other person (A)
challenging or seeking material damages in connection with the Merger or the
conversion of Company Common Stock into the Merger Consideration pursuant to the
Merger or (B) seeking to restrain or prohibit the consummation of the Merger or
otherwise limit the right of Parent or any Parent Subsidiary to own or operate
all or any portion of the businesses or assets of the Company or any Company
Subsidiary.

         Section 5.7 Certain Notices. From and after the date of this Agreement
until the Effective Time, each party hereto shall promptly notify the other
party hereto of (A) the occurrence, or non-occurrence, of any event that would
be likely to cause any condition to the obligations of any party to effect the
Merger and the other transactions contemplated by this Agreement not to be
satisfied or (B) the failure of the Company or Parent, as the case may be, to
comply with or satisfy any covenant, condition or agreement to be complied with
or satisfied by it pursuant to this Agreement which would reasonably be expected
to result in any condition to
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the obligations of any party to effect the Merger and the other transactions
contemplated by this Agreement not to be satisfied; provided, however, that the
delivery of any notice pursuant to this Section 5.7 shall not cure any breach of
any representation or warranty relating to such matter or otherwise limit or
affect the remedies available hereunder to the party receiving such notice.

         Section 5.8 Public Announcements. Parent and the Company have agreed on
the form and content of a mutual press release to be issued promptly after the
execution and delivery of this Agreement and the parties hereto agree to issue
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such press release and, prior to the Effective Time, not to make any public or
other statement to any person contradicting such mutual press release. Parent
and the Company shall consult with each other before issuing any further press
release or otherwise making any public statements with respect to the Merger and
shall not issue any such further press release or make any such public statement
prior to such consultation, except as may be required by applicable Law or any
listing agreement with the Exchange. Any such further press release or other
public statement shall be in a form mutually agreed upon in advance by Parent
and the Company.

         Section 5.9 Employee Benefit Matters.

            Section 5.9.1 Unless Parent requests otherwise in writing, the
Company Board shall adopt resolutions terminating, effective at least two (2)
days prior to the Closing Date, any Company Benefit Plan which is intended to
meet the requirements of Section 401(k) of the Code (each such Company Benefit
Plan, a "401(k) Plan"). At the Closing, the Company shall provide Parent (i)
executed resolutions of the Company Board authorizing such termination and (ii)
an executed amendment to each such 401(k) Plan sufficient to assure compliance
with all applicable requirements of the Code and regulations thereunder so that
the tax-qualified status of each such 401(k) Plan will be maintained at the time
of termination.

            Section 5.9.2 With respect to any "employee benefit plan" as defined
in Section 3(3) of ERISA maintained by Parent or any Parent Subsidiary
(collectively, the "Parent Benefit Plans") in which any director, officer or
employee of the Company or any Company Subsidiary (the "Company Employees") will
participate effective as of the Effective Time, Parent shall, or shall cause the
Surviving Corporation to, recognize all service of the Company Employees with
the Company or a Company Subsidiary, as the case may be, for purposes of
participation in, but not for purposes of benefit accrual (other than with
respect to vacation), in
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any Parent Benefit Plan in which such Company Employees may be eligible to
participate after the Effective Time. Prior to the Effective Time, the Company
Board, or an appropriate committee of non-employee directors thereof, shall
adopt a resolution consistent with the interpretive guidance of the SEC so that
the disposition by any officer or director of the Company who is a covered
person of the Company for purposes of Section 16 of the Exchange Act and the
rules and regulations thereunder ("Section 16") of shares of Company Common
Stock or options to acquire Company Common Stock pursuant to this Agreement and
the Merger shall be an exempt transaction for purposes of Section 16.

         Section 5.10 Indemnification of Directors and Officers.

            Section 5.10.1 Parent and the Surviving Corporation agree that the
indemnification obligations set forth in the Company Articles and the Company
Bylaws shall survive the Merger (and, prior to the Effective Time, Parent shall
cause the Articles of Incorporation and Bylaws of Merger Sub to reflect such
provisions) and shall not be amended, repealed or otherwise modified during the
Tail Policy Period in any manner that would adversely affect the rights
thereunder of any individual who on or prior to the Effective Time was a
director, officer, trustee, fiduciary, employee or agent of the Company or any
Company Subsidiary or who served at the request of the Company or any Company
Subsidiary as a director, officer, trustee, partner, fiduciary, employee or
agent of another corporation, partnership, joint venture, trust, pension or
other employee benefit plan or enterprise, unless such amendment or modification
is required by Law. In the event that Parent does not operate the business and
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assets of the Surviving Corporation in a manner that maintains the level
(including, without limitation, the creditworthiness and financial capability of
the Surviving Corporation) of indemnification for the Company's directors and
officers existing as of the Effective Time, Parent will provide indemnification
of the Company's directors, officers and other indemnified persons no less
favorable to such persons to that existing at the Effective Time. All rights
under this Section 5.10.1 in respect of any claim asserted prior to the end of
the Tail Policy Period shall continue until the disposition of such claim.

            Section 5.10.2 Prior to the mailing of the Proxy Statement, the
Company shall obtain a prepaid insurance and indemnification policy with a term
(the "Tail Policy Period") of up to six (6) years providing the Company's
current directors and officers with
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coverage for events that occurred prior to the Effective Time, including,
without limitation, in respect of the transactions contemplated by this
Agreement (the "D&O Insurance"). In the event that the total premiums for the
D&O Insurance exceed $770,000 in cash, the Aggregate Merger Consideration shall
be reduced, on a dollar-for-dollar basis, by the amount of such excess. Parent
shall, and shall cause the Surviving Corporation to, maintain the D&O Insurance
in full force and effect, and continue to honor the obligations thereunder.

            Section 5.10.3 In the event Parent or the Surviving Corporation (A)
consolidates with or merges into any other person and shall not be the
continuing or surviving corporation or entity of such consolidation or merger,
or otherwise dissolves the Surviving Corporation, or (B) transfers all or
substantially all of its properties and assets to any person, then, and in each
such case, proper provisions shall be made so that such continuing or surviving
corporation or entity or transferee of such assets, as the case may be, shall
assume Parent's or the Surviving Corporation's, as the case may be, obligations
set forth in this Section 5.10. No such assumption shall affect or diminish the
obligations of Parent or the Surviving Corporation set forth in this Section
5.10.

            Section 5.10.4 The obligations under this Section 5.10 shall not be
terminated or modified in such a manner as to adversely affect any indemnitee to
whom this Section 5.10 applies without the consent of such affected indemnitee
(it being expressly agreed that the indemnitees to whom this Section 5.10
applies shall be third party beneficiaries of this Section 5.10).

         Section 5.11 Company Rights Agreement. The Company covenants and agrees
that it will not (a) redeem the Company Rights, (b) amend the Company Rights
Agreement or (c) take any action which would allow any "person" (as defined in
the Company Rights Agreement) other than Parent, Merger Sub or any Parent
Subsidiary to acquire "beneficial ownership" (for purposes of this Section 5.11,
as defined in the Company Rights Agreement) of fifteen percent (15%) or more of
the outstanding shares of Company Common Stock without causing a Distribution
Date or a Triggering Event (as each such term is defined in the Company Rights
Agreement) to occur. The Company Board shall not make a determination that
Parent, Merger Sub or any of their respective affiliates or associates,
directors, officers or employees is an "Acquiring Person" for purposes of the
Company Rights Agreement.
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                                   ARTICLE 6.
                               CLOSING CONDITIONS
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         Section 6.1 Conditions to Obligations of Each Party Under This
Agreement. The respective obligations of each party to effect the Merger and the
other transactions contemplated herein shall be subject to the satisfaction at
or prior to the Effective Time of the following conditions, any or all of which
may be waived, in whole or in part, to the extent permitted by applicable Law:

            Section 6.1.1 Shareholder Approval. This Agreement and the Merger
shall have been approved and adopted by the requisite vote of the shareholders
of the Company.

            Section 6.1.2 No Order. No Governmental Entity, nor any federal or
state court of competent jurisdiction or arbitrator shall have enacted, issued,
promulgated, enforced or entered any statute, rule, regulation, executive order,
decree, judgment, injunction or arbitration award or finding or other order
(whether temporary, preliminary or permanent), in any case which is in effect
and which prevents or prohibits consummation of the Merger.

            Section 6.2 Additional Conditions to Obligations of Parent and
Merger Sub. The obligations of Parent and Merger Sub to effect the Merger and
the other transactions contemplated herein are also subject to the following
conditions, any or all of which may be waived by Parent, in whole or in part, to
the extent permitted by applicable Law:

            Section 6.2.1 Representations and Warranties. Each of the
representations and warranties of the Company contained in this Agreement
(without regard to any qualification as to materiality) shall be true and
correct as of the date hereof and as of the Effective Time as though made on and
as of the Effective Time (except that those representations and warranties which
address matters only as of a particular date need only be true and correct as of
such date), except as would not reasonably be expected to have a Company
Material Adverse Effect. Parent shall have received a certificate of the Chief
Executive Officer or Chief Financial Officer of the Company issued for and on
behalf of the Company to that effect.

            Section 6.2.2 Agreements and Covenants. The Company shall have
performed or complied with all agreements and covenants required by this
Agreement to be performed or complied with by it on or prior to the Effective
Time, except as would not
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reasonably be expect to result in a Company Material Adverse Effect. Parent
shall have received a certificate of the Chief Executive Officer or Chief
Financial Officer of the Company to that effect.

            Section 6.2.3 Material Adverse Effect. Since the date of this
Agreement, there shall not have occurred any Company Material Adverse Effect or
any event or development that would, individually or in the aggregate,
reasonably be expected to have a Company Material Adverse Effect.

            Section 6.2.4 Court Proceedings. No action or claim brought by any
Governmental Entity shall be pending or threatened before any court or
quasi-judicial or administrative agency of any federal, state, local or foreign
jurisdiction or before any arbitrator wherein an unfavorable injunction,
judgment, order, decree, ruling or charge would (A) prevent consummation of any
of the transactions contemplated by this Agreement, (B) cause any of the
transactions contemplated by this Agreement to be rescinded following
consummation thereof, (C) affect adversely the right or powers of Parent to own,
operate or control the Company, and no such injunction, judgment, order, decree,
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ruling or charge shall be in effect or (D) cause a Company Material Adverse
Effect.

            Section 6.2.5 Option Termination Consents. The Company shall have
obtained an Option Termination Consent from the former holders of Company
Options representing eighty percent (80%) of the shares of Company Common Stock
otherwise issuable upon exercise of Company Options outstanding as of the date
of this Agreement with an exercise price greater than or equal to the Merger
Consideration.

         Section 6.3 Additional Conditions to Obligations of the Company. The
obligation of the Company to effect the Merger and the other transactions
contemplated herein are also subject to the following conditions, any or all of
which may be waived by the Company, in whole or in part, to the extent permitted
by applicable law:

            Section 6.3.1 Representations and Warranties. Each of the
representations and warranties of Parent contained in this Agreement (without
regard to any qualification as to materiality) shall be true and correct as of
the date hereof and as of the Effective Time as though made on and as of the
Effective Time (except that those

                                       48

representations and warranties which address matters only as of a particular
date need only be true and correct as of such date), except as would not
reasonably be expected to have a Parent Material Adverse Effect. The Company
shall have received a certificate of the Chief Executive Officer or Chief
Financial Officer of Parent issued for and on behalf of Parent to that effect.

            Section 6.3.2 Agreements and Covenants. Parent shall have performed
or complied with all agreements and covenants required by this Agreement to be
performed or complied with by it on or prior to the Effective Time, except as
would not reasonably be expected to result in a Parent Material Adverse Effect.
The Company shall have received a certificate of an officer of Parent to that
effect.

            Section 6.3.3 Court ProceedingsSection 6.3.4 . No action or claim
brought by any Governmental Entity shall be pending or threatened before any
court or quasi-judicial or administrative agency of any federal, state, local or
foreign jurisdiction or before any arbitrator wherein an unfavorable injunction,
judgment, order, decree, ruling or charge would prevent consummation of any of
the transactions contemplated by this Agreement or cause any of the transactions
contemplated by this Agreement to be rescinded following consummation thereof.

                                   ARTICLE 7.
                        TERMINATION, AMENDMENT AND WAIVER

         Section 7.1 Termination. This Agreement may be terminated, and the
Merger contemplated hereby may be abandoned, at any time prior to the Effective
Time, by action taken or authorized by the Board of Directors of the terminating
party or parties, whether before or after approval of the matters presented in
connection with the Merger by the shareholders of the Company:

            Section 7.1.1 By mutual written consent of Parent and the Company,
by action of their respective Boards of Directors;

            Section 7.1.2 By either the Company or Parent if the Merger shall
not have been consummated prior to December 31, 2003; provided, however, that
such date may, from time to time, be extended by Parent or the Company (by

Edgar Filing: T/R SYSTEMS INC - Form SC 13D

42



written notice thereof to the other party) up to and including September 30,
2004 in the event all conditions to effect the Merger other than those set forth
in Section 6.1.2, Section 6.2.4 or Section 6.3.3 (the "Regulatory Conditions")
have been or are capable of being satisfied at the time of each such extension
and

                                       49

the Regulatory Conditions have been or are reasonably capable of being satisfied
on or prior to September 30, 2004, (such earlier date, as it may be so extended,
shall be referred to herein as the "Outside Date"); provided further that the
right to terminate this Agreement under this Section 7.1.2 shall not be
available to any party whose willful failure to fulfill any obligation under
this Agreement has been the cause of, or resulted in, the failure of the Merger
to occur on or before such date;

            Section 7.1.3 By either the Company or Parent if any Governmental
Entity shall have issued an order, decree or ruling or taken any other action
permanently restraining, enjoining or otherwise prohibiting the transactions
contemplated by this Agreement, and such order, decree, ruling or other action
shall have become final and nonappealable (which order, decree, ruling or other
action the parties shall have used their reasonable best efforts to resist,
resolve or lift, as applicable, subject to the provisions of Section 5.6);

            Section 7.1.4 By either Parent or the Company if the approval by the
shareholders of the Company required for the consummation of the Merger or the
other transactions contemplated hereby or thereby shall not have been obtained
by reason of the failure to obtain the required vote at a duly held meeting of
shareholders or at any adjournment thereof;

            Section 7.1.5 By Parent if (A) the Company Board shall have
withdrawn, or adversely modified, or failed upon Parent's reasonable written
request to reconfirm its recommendation of the Merger or this Agreement, (B) the
Company Board shall have recommended to the shareholders of the Company that
they approve an Acquisition Proposal other than that contemplated by this
Agreement or shall have approved a Superior Proposal, (C) a tender offer or
exchange offer that, if successful, would result in any person or group becoming
a beneficial owner of 15% or more of the outstanding shares of Company Common
Stock, is commenced (other than by Parent or an affiliate of Parent) and the
Company Board fails to recommend that the shareholders of the Company not tender
their shares in such tender or exchange offer, (D) any person (other than Parent
or an affiliate of Parent) or group becomes the beneficial owner of 25% or more
of the outstanding shares of Company Common Stock, (E) the Company fails to call
or hold the Company Shareholders' Meeting by the Outside Date or (F) the Company
shall have furnished or caused to be furnished confidential information or data,
or
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engaged in negotiations or discussions with another person pursuant to clauses
(x) or (y) of the proviso to Section 5.5.1;

            Section 7.1.6 By the Company, if the Company Board determines to
accept a Superior Proposal, but only after the Company (A) provides Parent with
five Business Days prior written notice of its intention to terminate this
Agreement and (B) fulfills its obligations under Section 7.2 hereof upon such
termination (provided that the Company's right to terminate this Agreement under
this Section 7.1.6 shall not be available if the Company has intentionally
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breached Section 5.5.1 with respect to such Superior Proposal or the person
making such Superior Proposal).

            Section 7.1.7 By Parent, if since the date of this Agreement, there
shall have been any event, development or change of circumstance that
constitutes or has had, individually or in the aggregate, a Company Material
Adverse Effect and such Company Material Adverse Effect is not cured within 30
days after written notice thereof or if (A) the Company shall have breached any
covenant or agreement set forth in this Agreement, (B) such breach or
misrepresentation is not cured within 14 days after written notice thereof and
(C) such breach or misrepresentation would cause any condition set forth in
Section 6.2.1 or Section 6.2.2 not to be satisfied (a "Terminating Company
Breach"); or

            Section 7.1.8 By the Company, if (A) Parent or Merger Sub shall have
breached any covenant or agreement set forth in this Agreement, (B) such breach
or misrepresentation is not cured within 14 days after written notice thereof
and (C) such breach or misrepresentation would cause any condition set forth in
Section 6.3.1 or Section 6.3.2 not to be satisfied (a "Terminating Parent
Breach").

         Section 7.2 Effect of Termination.

            Section 7.2.1 Limitation on Liability. In the event of termination
of this Agreement by either the Company or Parent as provided in Section 7.1,
this Agreement shall forthwith become void and there shall be no liability or
obligation on the part of Parent or the Company or their respective
Subsidiaries, officers or directors except (A) with respect to Section 5.4.2,
Section 5.8, this Section 7.2 and Article 8 and (B) with respect to any
liabilities or damages incurred or suffered by a party as a result of the
willful and material breach by the other
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party of any of its representations, warranties, covenants or other agreements
set forth in this Agreement.

            Section 7.2.2 Parent Expenses. Parent and the Company agree that if
this Agreement is terminated pursuant to Section 7.1.4, Section 7.1.5, Section
7.1.6 or Section 7.1.7, then the Company shall pay Parent an amount equal to the
sum of Parent's Expenses up to an amount equal to $150,000.

            Section 7.2.3 Company Expenses. Parent and the Company agree that if
this Agreement is terminated pursuant to Section 7.1.8, then Parent shall pay to
the Company an amount equal to the sum of the Company's Expenses up to an amount
equal to $150,000.

            Section 7.2.4 Payment of Expenses. Payment of Expenses pursuant to
Section 7.2.2 or Section 7.2.3 shall be made not later than two business days
after delivery to the other party of notice of demand for payment and a
documented itemization setting forth in reasonable detail all Expenses of the
party entitled to receive payment (which itemization may be supplemented and
updated from time to time by such party until the 90th day after such party
delivers such notice of demand for payment).

            Section 7.2.5 Termination Fee. In addition to any payment required
by the foregoing provisions of this Section: (A) in the event that this
Agreement is terminated pursuant to Section 7.1.5 or Section 7.1.6, then the
Company shall pay to Parent immediately prior to such termination, in the case
of a termination by the Company, or within two business days thereafter, in the
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case of a termination by Parent, a termination fee of $645,000, or (B) in the
event that this Agreement is terminated pursuant to Section 7.1.4, and an
Acquisition Proposal has been publicly announced and not expressly and publicly
withdrawn prior to the Company Shareholders' Meeting, then the Company shall pay
Parent, no later than two days after the earlier to occur of (x) the date of
entrance by the Company or any Company Subsidiary into an agreement concerning a
transaction that constitutes an Acquisition Proposal or (y) the date any person
or persons (other than Parent) purchases 25% or more of the assets or Equity
Interests of the Company or any Company Subsidiary (provided that the entering
of any definitive agreement referred to in clauses (x) and (y) of this sentence
is entered into by the Company or any Company Subsidiary, or if there is no such
agreement with respect to a purchase contemplated by clause (y), any tender,
exchange or other offer or arrangement for the
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Company's voting securities is first publicly announced, within 12 months of
such termination of this Agreement), a termination fee of $645,000.

            Section 7.2.6 All Payments. All payments under Section 7.2 shall be
made by wire transfer of immediately available funds to an account designated by
the party entitled to receive payment.

         Section 7.3 Amendment. This Agreement may be amended by the parties
hereto by action taken by or on behalf of their respective Boards of Directors
at any time prior to the Effective Time; provided, however, that, after approval
of the Merger by the shareholders of the Company, no amendment may be made
without further shareholder approval which, by Law or in accordance with the
rules of any relevant stock exchange, requires further approval by such
shareholders. This Agreement may not be amended except by an instrument in
writing signed by the parties hereto.

         Section 7.4 Waiver. At any time prior to the Effective Time, any party
hereto may (A) extend the time for the performance of any of the obligations or
other acts of the other party hereto, (B) waive any inaccuracies in the
representations and warranties of the other party contained herein or in any
document delivered pursuant hereto and (C) waive compliance by the other party
with any of the agreements or conditions contained herein; provided, however,
that after any approval of the transactions contemplated by this Agreement by
the shareholders of the Company, there may not be, without further approval of
such shareholders, any extension or waiver of this Agreement or any portion
thereof which, by Law or in accordance with the rules of any relevant stock
exchange, requires further approval by such shareholders. Any such extension or
waiver shall be valid only if set forth in an instrument in writing signed by
the party or parties to be bound thereby, but such extension or waiver or
failure to insist on strict compliance with an obligation, covenant, agreement
or condition shall not operate as a waiver of, or estoppel with respect to, any
subsequent or other failure.

         Section 7.5 Fees and Expenses. Subject to Section 7.2.1, Section 7.2.2
and Section 7.2.3 of this Agreement, all expenses incurred by the parties hereto
shall be borne solely and entirely by the party which has incurred the same.
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                                   ARTICLE 8.
                               GENERAL PROVISIONS

         Section 8.1 Non-Survival of Representations and Warranties. None of the
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representations and warranties in this Agreement or in any instrument delivered
pursuant to this Agreement shall survive the Effective Time. This Section 8.1
shall not limit any covenant or agreement of the parties which by its terms
contemplates performance after the Effective Time.

         Section 8.2 Notices. Any notices or other communications required or
permitted under, or otherwise in connection with this Agreement, shall be in
writing and shall be deemed to have been duly given when delivered in person or
upon confirmation of receipt when transmitted by facsimile transmission (but
only if followed by transmittal by national overnight courier or hand for
delivery on the next business day) or on receipt after dispatch by registered or
certified mail, postage prepaid, addressed, or on the next business day if
transmitted by national overnight courier, in each case as follows:

                  If to Parent or Merger Sub, addressed to it at:

                  Electronics For Imaging, Inc.
                  303 Velocity Way
                  Foster City, California 94404
                  Tel:     (650) 357-3500
                  Fax:     (650) 357-3776
                  Attention:  General Counsel

                  with a copy to:

                  Latham & Watkins LLP
                  135 Commonwealth Drive
                  Menlo Park, California 94025
                  Tel:  (650) 328-4600
                  Fax:  (650) 463-2600
                  Attention:  Robert A. Koenig, Esq.

                  If to the Company, addressed to it at:

                  T/R Systems, Inc.
                  1300 Oakbrook Drive
                  Norcross, Georgia 30093
                  Tel:     (770) 448-9008
                  Fax:     (770) 448-3202
                  Attention:  Chief Executive Officer
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                  with a copy to:

                  Jones Day
                  3500 SunTrust Plaza
                  303 Peachtree Street, N.E.
                  Atlanta, Georgia 30308-3242
                  Tel:  (404) 581-8266
                  Fax:  (404) 581-8330
                  Attention:  John E. Zamer, Esq.

         Section 8.3 Certain Definitions. For purposes of this Agreement, the
term:

         "AFFILIATE" means a person that directly or indirectly, through one or
more intermediaries, controls, is controlled by, or is under common control
with, the first-mentioned person;

         "ACQUISITION PROPOSAL" means any offer or proposal concerning any (A)
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merger, consolidation, business combination, or similar transaction involving
the Company or any Company Subsidiary, (B) sale, lease or other disposition
directly or indirectly by merger, consolidation, business combination, share
exchange, joint venture, or otherwise of assets of the Company or any Company
Subsidiary representing 10% or more of the consolidated assets of the Company
and the Company Subsidiaries, (C) issuance, sale, or other disposition of
(including by way of merger, consolidation, business combination, share
exchange, joint venture, or any similar transaction) securities (or options,
rights or warrants to purchase, or securities convertible into or exchangeable
for such securities) representing 10% or more of the voting power of the Company
or (D) transaction in which any person shall acquire beneficial ownership, or
the right to acquire beneficial ownership or any group shall have been formed
which beneficially owns or has the right to acquire beneficial ownership of 10%
or more of the outstanding voting capital stock of the Company or (E) any
combination of the foregoing (other than the Merger).

         "ANCILLARY AGREEMENTS" means the Support Agreement and the Noncompete
Agreements.

         "BENEFICIAL OWNERSHIP" (and related terms such as "beneficially owned"
or "beneficial owner") has the meaning set forth in Rule 13d-3 under the
Exchange Act.

         "BLUE SKY LAWS" means state securities or "blue sky" laws.
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         "BUSINESS DAY" shall mean any day other than a day on which the SEC
shall be closed.

         "CODE" means the Internal Revenue Code of 1986, as amended.

         "COMPANY MATERIAL ADVERSE EFFECT" means any change affecting, or
condition having an effect on, the Company and the Company Subsidiaries that is,
or would reasonably be expected (i) to be, materially adverse to the assets,
liabilities, business, financial condition, results of operations or prospects
of the Company and the Company Subsidiaries, taken as a whole, (ii) to prevent
or materially delay consummation of the Merger or (iii) to otherwise prevent or
materially delay performance by the Company of any of its material obligations
under this Agreement; provided, however, that none of the following shall be
deemed in themselves, either alone or in combination, to constitute, and that
none of the following shall be taken into account in determining whether there
has been or will be, a Company Material Adverse Effect: (A) any adverse change,
effect, event, occurrence, state of facts or development to the extent, directly
or indirectly, attributable to the announcement or pendency of the Merger; (B)
any adverse change, effect, event, occurrence, state of facts or development
after the date hereof, attributable to conditions affecting the industry as a
whole in which Company participates, the U.S. economy as a whole or any of the
foreign economies as a whole in any locations where the Company has material
operations or sales; or (C) any adverse change, effect, event, occurrence, state
of facts or development arising from or relating to compliance with the terms of
this Agreement.

         "COMPANY RIGHTS" means the rights of the Company under the Company
Rights Agreement.

         "COMPANY RIGHTS AGREEMENT" means the Rights Agreement, dated November
9, 2000, between the Company and EquiServe Trust Company, as rights agent.

         "CONTRACTS" means any of the agreements, contracts, leases, powers of
attorney, notes, loans, evidence of indebtedness, purchase orders, letters of
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credit, settlement agreements, franchise agreements, undertakings, covenants not
to compete, employment agreements, licenses, instruments, obligations,
commitments, understandings, policies, purchase and sales
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orders, quotations and other executory commitments to which any company is a
party or to which any of the assets of the companies are subject, whether oral
or written, express or implied.

         "CONTROL" (including the terms "controlled by" and "under common
control with") means the possession, directly or indirectly or as trustee or
executor, of the power to direct or cause the direction of the management or
policies of a person, whether through the ownership of stock or as trustee or
executor, by contract or credit arrangement or otherwise.

         "ENVIRONMENTAL LAWS" means any federal, state, local or foreign
statute, law, ordinance, regulation, rule, code, treaty, writ or order and any
enforceable judicial or administrative interpretation thereof, including any
judicial or administrative order, consent decree, judgment, stipulation,
injunction, permit, authorization, policy, opinion, or agency requirement, in
each case having the force and effect of law, relating to the pollution,
protection, investigation or restoration of the environment, health and safety
as affected by the environment or natural resources, including, without
limitation, those relating to the use, handling, presence, transportation,
treatment, storage, disposal, release, threatened release or discharge of
Hazardous Materials or noise, odor, wetlands, pollution or contamination.

         "ENVIRONMENTAL PERMITS" means any permit, approval, identification
number, license and other authorization required under any applicable
Environmental Law.

         "EQUITY INTEREST" means any share, capital stock, partnership, member
or similar interest in any entity, and any option, warrant, right or security
(including debt securities) convertible, exchangeable or exercisable therefor.

         "EXCHANGE" means, with respect to Parent, the Nasdaq National Market
and, with respect to the Company, the Nasdaq SmallCap Market.

         "EXCHANGE ACT" shall mean Securities Exchange Act of 1934, as amended,
and the rules and regulations promulgated thereunder.

         "EXPENSES" includes all reasonable out-of-pocket expenses (including,
without limitation, all fees and expenses of counsel, accountants, investment
bankers, experts and consultants to a party hereto and its affiliates) incurred
by a party or on its behalf in connection with or related to the authorization,
preparation, negotiation, execution and performance of this Agreement and the
transactions contemplated hereby, including the preparation, printing, filing
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and mailing of the Proxy Statement and the solicitation of shareholder approvals
and all other matters related to the transactions contemplated hereto.

         "GAAP" means generally accepted accounting principles as applied in the
United States.

         "GOVERNMENTAL ENTITY" means domestic or foreign governmental,
administrative, judicial or regulatory authority.
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         "GROUP" is defined as in the Exchange Act, except where the context
otherwise requires.

         "HAZARDOUS MATERIALS" means (A) any petroleum, petroleum products,
byproducts or breakdown products, radioactive materials, asbestos-containing
materials or polychlorinated biphenyls or (B) any chemical, material or other
substance defined or regulated as toxic or hazardous or as a pollutant or
contaminant or waste under any applicable Environmental Law.

         "INTELLECTUAL PROPERTY" means all intellectual property or other
proprietary rights of every kind, foreign or domestic, registered or
unregistered, whether now known or hereafter recognized in any applicable
jurisdiction, including all patents, patent applications, inventions (whether or
not patentable), processes, products, technologies, discoveries, copyrights,
copyrightable and copyrighted works, apparatus, trade secrets, trademarks,
trademark registrations and applications, domain names, service marks, service
mark registrations and applications, trade names, trade secrets, know-how, trade
dress, copyright registrations, customer lists, confidential marketing and
customer information, licenses, confidential technical information, and all
documentation thereof.

         "IRS" means the United States Internal Revenue Service.

         "KNOWLEDGE" means, with respect to either Parent or the Company, the
actual knowledge of any executive officer of such entity.

         "LAW" means foreign or domestic law, statute, code, ordinance, rule,
regulation, order, judgment, writ, stipulation, award, injunction, decree or
arbitration award or finding.
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         "NUMBER OF OUTSTANDING SHARES" means the sum of (a) the number of
shares of Company Common Stock issued and outstanding immediately prior to the
Closing, (b) any other shares of capital stock of the Company issued and
outstanding immediately prior to the Closing, (c) any other securities
convertible into or otherwise exercisable or exchangeable for capital stock of
the Company (assuming the conversion, exercise or exchange of all such other
securities) issued and outstanding immediately prior to the Closing and (d)
shares otherwise issuable upon exercise of Company Options terminated in
consideration of an Option Payment in accordance with the provisions of Section
2.5.

         "OTHER FILINGS" means all filings made by, or required to be made by,
the Company with the SEC other than the Proxy Statement after the date hereof.

         "PARENT MATERIAL ADVERSE EFFECT" means any change affecting, or
condition having an effect on, Parent, Merger Sub and the Parent Subsidiaries
that is, or would reasonably be expected (i) to be, materially adverse to the
assets, liabilities, business, financial condition, results of operations or
prospects of Parent and the Parent Subsidiaries, taken as a whole, (ii) to
prevent or materially delay consummation of the Merger or (iii) to otherwise
prevent or materially delay performance by Parent of any of its material
obligations under this Agreement; provided, however, that none of the following
shall be deemed in themselves, either alone or in combination, to constitute,
and that none of the following shall be taken into account in determining
whether there has been or will be, a Parent Material Adverse Effect: (A) any
adverse change, effect, event, occurrence, state of facts or development to the
extent, directly or indirectly, attributable to the announcement or pendency of
the Merger; (B) any adverse change, effect, event, occurrence, state of facts or
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development after the date hereof, attributable to conditions affecting the
industry as a whole in which Parent participates, the U.S. economy as a whole or
any of the foreign economies as a whole in any locations where Parent has
material operations or sales; or (C) any adverse change, effect, event,
occurrence, state of facts or development arising from or relating to compliance
with the terms of this Agreement.

         "PERSON" means an individual, corporation, limited liability company,
partnership, association, trust, unincorporated organization, other entity or
group (as defined in Section 13(d) of the Exchange Act).

         "SEC" means the Securities and Exchange Commission.

                                       59

         "SECURITIES ACT" means the Securities Act of 1933, as amended, and the
rules and regulations promulgated thereunder.

         "SUBSIDIARY" or "SUBSIDIARIES" of Parent, the Company, the Surviving
Corporation or any other person means any corporation, partnership, joint
venture or other legal entity of which Parent, the Company, the Surviving
Corporation or such other person, as the case may be (either alone or through or
together with any other subsidiary), owns, directly or indirectly, a majority of
the stock or other equity interests the holders of which are generally entitled
to vote for the election of the board of directors or other governing body of
such corporation or other legal entity.

         "SUPERIOR PROPOSAL" means a bona fide Acquisition Proposal made by a
third party which was not intentionally solicited after the date of this
Agreement by the Company, any Company Subsidiary, any Company Representatives or
any other affiliates and which, in the good faith judgment of the Company Board,
taking into account, to the extent deemed appropriate by the Company Board, the
various legal, financial and regulatory aspects of the proposal and the person
making such proposal (A) if accepted, is reasonably likely to be consummated,
and (B) if consummated would, based upon the written advice of the Company
Financial Advisor, result in a transaction that is more favorable to the
Company's shareholders, from a financial point of view, than the transactions
contemplated by this Agreement.

         "TAXES" means any federal, state, local or foreign income, gross
receipts, franchise, estimated, alternative, minimum, add-on minimum, sales,
use, transfer, registration, value added, excise, natural resources, severance,
stamp, occupation, premium, windfall profit, environmental, customs duties, real
property, personal property, capital stock, intangibles, withholding, social
security, unemployment, disability, payroll, license, employee or other tax or
levy, of any kind whatsoever, including any interest, penalties, or additions to
tax in respect of the foregoing whether disputed or not.

         "TAX RETURNS" means any return, declaration, report, claim for refund,
information return or statement relating to any Taxes, including any schedule or
attachment thereto and including any amendment thereof.
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         Section 8.4 Terms Defined Elsewhere. The following terms are defined
elsewhere in this Agreement, as indicated below:

                 401(K) PLAN                                           Section 5.9.1
                 "AGGREGATE MERGER CONSIDERATION"                      Section 2.1.2
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                 "AGREEMENT"                                           Preamble
                 "CERTIFICATE OF MERGER"                               Section 1.2
                 "CERTIFICATES"                                        Section 2.2.2
                 "COMPANY"                                             Preamble
                 "COMPANY ARTICLES"                                    Section 3.2
                 "COMPANY BENEFIT PLAN"                                Section 3.10.1
                 "COMPANY BOARD"                                       Section 2.5
                 "COMPANY BYLAWS"                                      Section 3.2
                 "COMPANY COMMON STOCK"                                Section 2.1.1
                 "COMPANY CEO"                                         Section 3.7.1
                 "COMPANY CERTIFYING OFFICERS"                         Section 3.7.1
                 "COMPANY CFO"                                         Section 3.7.1
                 "COMPANY DISCLOSURE SCHEDULE"                         Article 3
                 "COMPANY EMPLOYEES"                                   Section 5.9.2
                 "COMPANY FINANCIAL ADVISOR"                           Section 3.18
                 "COMPANY FORM 10-K"                                   Section 3.2
                 "COMPANY MATERIAL CONTRACT"                           Section 3.12
                 "COMPANY OPTIONS"                                     Section 2.5
                 "COMPANY PERMITS"                                     Section 3.6
                 "COMPANY PREFERRED STOCK"                             Section 3.3
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                 "COMPANY RECOMMENDATION"                              Section 5.5.3
                 "COMPANY REPRESENTATIVES"                             Section 5.4.1
                 "COMPANY SEC FILINGS"                                 Section 3.7.1
                 "COMPANY STOCK OPTION PLANS"                          Section 2.5
                 "COMPANY SHAREHOLDERS' MEETING"                       Section 5.3
                 "COMPANY SUBSIDIARY"                                  Section 3.1
                 "CONFIDENTIALITY AGREEMENT"                           Section 5.4.2
                 "D&O INSURANCE"                                       Section 5.10.2
                 "DISSENTING SHAREHOLDERS"                             Section 2.1.1
                 "EFFECTIVE TIME"                                      Section 1.2
                 "ERISA"                                               Section 3.10.1
                 "ERISA AFFILIATE"                                     Section 3.10.1
                 "ESPP"                                                Section 2.5
                 "EXCHANGE AGENT"                                      Section 2.2.1
                 "EXCHANGE FUND"                                       Section 2.2.1
                 "FOREIGN PLANS"                                       Section 3.10.8
                 "GBCC"                                                Recitals
                 "MATERIAL INTELLECTUAL PROPERTY"                      Section 3.15
                 "MERGER"                                              Recitals
                 "MERGER CONSIDERATION"                                Section 2.1.2
                 "MERGER SUB"                                          Preamble
                 "MULTIEMPLOYER PLAN"                                  Section 3.10.3
                 "NONCOMPETE AGREEMENTS"                               Recitals
                 "OPTION PAYMENT"                                      Section 2.5
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                 "OPTION TERMINATION CONSENT"                          Section 2.5
                 "OUTSIDE DATE"                                        Section 7.1.2
                 "PARENT"                                              Preamble
                 "PARENT BENEFIT PLANS"                                Section 5.9.2
                 "PARENT REPRESENTATIVES"                              Section 5.4.1
                 "PARENT SUBSIDIARY"                                   Section 4.3.1
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                 "PROXY STATEMENT"                                     Section 5.3
                 "REGULATORY CONDITIONS"                               Section 7.1.2
                 "SECTION 16"                                          Section 5.9.2
                 "SURVIVING CORPORATION"                               Section 1.1
                 "SUPPORT AGREEMENT"                                   Recitals
                 "TAIL POLICY PERIOD"                                  Section 5.10.2
                 "TERMINATING COMPANY BREACH"                          Section 7.1.7
                 "TERMINATING PARENT BREACH"                           Section 7.1.8

         Section 8.5 Headings. The headings contained in this Agreement are for
reference purposes only and shall not affect in any way the meaning or
interpretation of this Agreement.

         Section 8.6 Severability. If any term or other provision of this
Agreement is invalid, illegal or incapable of being enforced by any rule of Law
or public policy, all other conditions and provisions of this Agreement shall
nevertheless remain in full force and effect so long as the economic or legal
substance of the transactions contemplated hereby is not affected in any manner
materially adverse to any party. Upon such determination that any term or other
provision is invalid, illegal or incapable of being enforced, the parties hereto
shall negotiate in good faith to modify this Agreement so as to effect the
original intent of the parties as closely as
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possible in an acceptable manner to the end that transactions contemplated
hereby are fulfilled to the extent possible.

         Section 8.7 Entire Agreement. This Agreement (together with the
Exhibits, Company Disclosure Schedule and the other documents delivered pursuant
hereto), each Ancillary Agreement and the Confidentiality Agreement constitute
the entire agreement of the parties and supersede all prior agreements and
undertakings, both written and oral, between the parties, or any of them, with
respect to the subject matter hereof and, except as otherwise expressly provided
herein, are not intended to confer upon any other person any rights or remedies
hereunder.

         Section 8.8 Assignment. This Agreement shall not be assigned by
operation of law or otherwise.

         Section 8.9 Parties in Interest. This Agreement shall be binding upon
and inure solely to the benefit of each party hereto and their respective
successors and assigns, and nothing in this Agreement, express or implied, other
than pursuant to Section 5.10, is intended to or shall confer upon any other
person any right, benefit or remedy of any nature whatsoever under or by reason
of this Agreement.

         Section 8.10 Mutual Drafting. Each party hereto has participated in the
drafting of this Agreement, which each party acknowledges is the result of
extensive negotiations between the parties.

         Section 8.11 Governing Law; Consent to Jurisdiction; Waiver of Trial by
Jury.

            Section 8.11.1 This Agreement shall be governed by, and construed in
accordance with, the Laws of the State of Georgia, without regard to conflicts
of law principles that would cause the Laws of another state to apply.
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            Section 8.11.2 Each of the parties hereto hereby irrevocably and
unconditionally submits, for itself and its property, to the exclusive
jurisdiction of any Georgia State court, or Federal court of the United States
of America, sitting in Atlanta, and any appellate court from any thereof, in any
action or proceeding arising out of or relating to this Agreement or the
agreements delivered in connection herewith or the transactions contemplated
hereby or thereby or for recognition or enforcement of any judgment relating
thereto, and each of the
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parties hereby irrevocably and unconditionally (A) agrees not to commence any
such action or proceeding except in such courts, (B) agrees that any claim in
respect of any such action or proceeding may be heard and determined in such
Georgia State court or, to the extent permitted by law, in such Federal court,
(C) waives, to the fullest extent it may legally and effectively do so, any
objection which it may now or hereafter have to the laying of venue of any such
action or proceeding in any such Georgia State or Federal court, and (D) waives,
to the fullest extent permitted by law, the defense of an inconvenient forum to
the maintenance of such action or proceeding in any such Georgia State or
Federal court. Each of the parties hereto agrees that a final judgment in any
such action or proceeding shall be conclusive and may be enforced in other
jurisdictions by suit on the judgment or in any other manner provided by law.
Each party to this Agreement irrevocably consents to service of process in the
manner provided for notices in Section 8.2. Nothing in this Agreement will
affect the right of any party to this Agreement to serve process in any other
manner permitted by law.

            Section 8.11.3 EACH PARTY ACKNOWLEDGES AND AGREES THAT ANY
CONTROVERSY WHICH MAY ARISE UNDER THIS AGREEMENT IS LIKELY TO INVOLVE
COMPLICATED AND DIFFICULT ISSUES, AND THEREFORE IT HEREBY IRREVOCABLY AND
UNCONDITIONALLY WAIVES ANY RIGHT IT MAY HAVE TO A TRIAL BY JURY IN RESPECT OF
ANY LITIGATION DIRECTLY OR INDIRECTLY ARISING OUT OF OR RELATING TO THIS
AGREEMENT AND ANY OF THE AGREEMENTS DELIVERED IN CONNECTION HEREWITH OR THE
TRANSACTIONS CONTEMPLATED HEREBY OR THEREBY. EACH PARTY CERTIFIES AND
ACKNOWLEDGES THAT (A) NO REPRESENTATIVE, AGENT OR ATTORNEY OF ANY OTHER PARTY
HAS REPRESENTED, EXPRESSLY OR OTHERWISE, THAT SUCH OTHER PARTY WOULD NOT, IN THE
EVENT OF LITIGATION, SEEK TO ENFORCE EITHER OF SUCH WAIVERS, (B) IT UNDERSTANDS
AND HAS CONSIDERED THE IMPLICATIONS OF SUCH WAIVERS, (C) IT MAKES SUCH WAIVERS
VOLUNTARILY, AND (D) IT HAS BEEN INDUCED TO ENTER INTO THIS AGREEMENT BY, AMONG
OTHER THINGS, THE MUTUAL WAIVERS AND CERTIFICATIONS IN THIS SECTION 8.11.3.
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         Section 8.12 Disclosure. Any matter disclosed in any section of the
Company Disclosure Schedule shall be considered disclosed for other sections of
the Company Disclosure Schedule, but only to the extent such matter on its face
would reasonably be expected to be pertinent to a particular section of the
Company Disclosure Schedule in light of the disclosure made in such section. The
provision of monetary or other quantitative thresholds for disclosure does not
and shall not be deemed to create or imply a standard of materiality hereunder.
The inclusion of any item in the Company Disclosure Schedule when listing a
"material item" or an action not "in the ordinary course of business" is not
deemed to be an admission or representation that the included item is "material"
or is not "in the ordinary course of business."

         Section 8.13 Counterparts. This Agreement may be executed in one or
more counterparts, and by the different parties hereto in separate counterparts,
each of which when executed shall be deemed to be an original but all of which
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taken together shall constitute one and the same agreement.

         Section 8.14 Specific Performance. The parties hereto agree that
irreparable damage would occur in the event that any of the provisions of this
Agreement were not performed in accordance with their specific terms or were
otherwise breached. It is accordingly agreed that the parties shall be entitled
to an injunction or injunctions to prevent breaches of this Agreement and to
enforce specifically the terms and provisions hereof in any court of the United
States or any state having jurisdiction, this being in addition to any other
remedy to which they are entitled at law or in equity.

                            (Signature page follows)
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         IN WITNESS WHEREOF, Parent, Merger Sub and the Company have caused this
Agreement and Plan of Merger to be executed as of the date first written above
by their respective officers thereunto duly authorized.

                                           ELECTRONICS FOR IMAGING, INC.

                                        By:/s/ Guy Gecht
                                           -------------------------------------
                                      Name:Guy Gecht
                                     Title:CEO

                                           TRIBECA ACQUISITION CORPORATION

                                        By:/s/ Guy Gecht
                                           -------------------------------------
                                      Name:Guy Gecht
                                     Title:

                                           T/R SYSTEMS, INC.

                                        By:/s/ Michael E. Kohlsdorf
                                           -------------------------------------
                                      Name:Michael E. Kohlsdorf
                                     Title:President/CEO

                                       67

                                                                    EXHIBIT 99.2

                          SHAREHOLDER SUPPORT AGREEMENT

                                  BY AND AMONG

                         ELECTRONICS FOR IMAGING, INC.,

                         TRIBECA ACQUISITION CORPORATION

                                       AND

Edgar Filing: T/R SYSTEMS INC - Form SC 13D

54



                    CERTAIN SHAREHOLDERS OF T/R SYSTEMS, INC.

                          DATED AS OF SEPTEMBER 2, 2003

                  SHAREHOLDER SUPPORT AGREEMENT, dated as of September 2, 2003
(this "Agreement"), by and among Electronics For Imaging, Inc., a Delaware
corporation ("Parent"), Tribeca Acquisition Corporation, a Georgia corporation
and a wholly owned subsidiary of Parent ("Merger Sub"), and the parties listed
on Annex A hereto (each, a "Shareholder" and, collectively, the "Shareholders").

                  WHEREAS, simultaneously with the execution of this Agreement,
Parent, Merger Sub and T/R Systems, Inc., a Georgia corporation (the "Company"),
are entering into an Agreement and Plan of Merger (in substantially the form
attached hereto as Annex B, the "Merger Agreement") (with all capitalized terms
used but not defined herein having the meanings set forth in the Merger
Agreement), pursuant to which Merger Sub will merge with and into the Company,
with the Company continuing as the surviving corporation and a wholly owned
subsidiary of Parent (the "Merger"), which Merger Agreement has been approved by
the Boards of Directors of the Company, Merger Sub and Parent;

                  WHEREAS, each Shareholder owns the number of shares of Company
Common Stock set forth opposite its name on Annex A hereto (such shares of
Company Common Stock, together with any other shares of capital stock of the
Company acquired by such Shareholder after the date hereof and during the term
of this Agreement, including any shares issued upon the exercise of any warrants
or options, the conversion of any convertible securities or otherwise, being
collectively referred to herein as the "Subject Shares");

                  WHEREAS, upon completion of the transactions contemplated by
the Merger Agreement, the Subject Shares will be converted into the right to
receive an amount of cash specified in the Merger Agreement; and

                  WHEREAS, as a condition to the willingness of Parent and
Merger Sub to enter into the Merger Agreement, Parent has required that each
Shareholder agree and, in order to induce Parent and Merger Sub to enter into
the Merger Agreement, each Shareholder has agreed, to enter into this Agreement.

                  NOW, THEREFORE, in consideration of the foregoing and the
respective representations, warranties, covenants and agreements set forth in
this Agreement and intending to be legally bound, the parties hereto agree as
follows:

                                   ARTICLE 1.
               REPRESENTATIONS AND WARRANTIES OF THE SHAREHOLDERS

                  Each Shareholder, severally and not jointly, hereby represents
and warrants to Parent and Merger Sub as follows:

                  Section 1.1 Organization. If such Shareholder is not an
individual, such Shareholder is duly organized, validly existing and in good
standing under the laws of the jurisdiction of its organization. If such
Shareholder is an individual, such Shareholder is a natural person residing in
the United States.

                  Section 1.2 Authority. If such Shareholder is not an
individual, such Shareholder has all necessary power and authority to execute
and deliver this Agreement, to perform its obligations hereunder and to
consummate the transactions contemplated by this Agreement to be consummated by
such Shareholder. If such Shareholder is an individual, such Shareholder has the
capacity to execute and deliver this Agreement, to perform its obligations
hereunder and to consummate the transactions contemplated by this Agreement to

Edgar Filing: T/R SYSTEMS INC - Form SC 13D

55



be consummated by such Shareholder. If such Shareholder is not an individual,
the execution and delivery of this Agreement by such Shareholder and the
consummation by it of the transactions contemplated hereby have been duly and
validly authorized by all necessary action and no other proceedings on the part
of such Shareholder and no shareholder votes are necessary to authorize this
Agreement or to consummate the transactions contemplated hereby. This Agreement
has been validly executed and delivered by such Shareholder and constitutes a
legal, valid and binding obligation of such Shareholder, enforceable against
such Shareholder in accordance with its terms (except as enforceability may be
limited by bankruptcy, insolvency or other laws affecting the enforcement of
creditors' rights generally, and except that the availability of the remedy of
specific performance or other equitable relief is subject to the discretion of
the court before which any proceedings may be brought).

                  Section 1.3 The Subject Shares. Such Shareholder is the record
and beneficial owner of the Subject Shares set forth opposite its name on Annex
A hereto. As of the date of this Agreement, such Shareholder does not own, of
record or beneficially, any shares of capital stock of the Company (or rights to
acquire any such shares) other than the Subject Shares set forth opposite its
name on Annex A hereto. Such Shareholder has (a) the sole right to vote, (b) the
sole power of disposition, (c) the sole power to issue instructions with respect
to the matters
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set forth in Articles 3, 4 and 5 hereof, (d) the sole power to demand
dissenters' rights and (e) the sole power to agree to all of the matters set
forth in this Agreement, in each case with respect to all of such Shareholder's
Subject Shares and will have sole voting power, sole power of disposition, sole
power to issue instructions with respect to the matters set forth in Articles 3,
4 and 5 hereof, sole power to demand dissenters' rights and sole power to agree
to all of the matters set forth in this Agreement, with respect to all of such
Shareholder's Subject Shares at the Effective Time, with no limitations,
qualifications or restrictions on such rights, subject to applicable federal
securities laws and the terms of this Agreement. Except for this Agreement, none
of such Shareholder's Subject Shares are subject to any voting trust or other
agreement, arrangement, limitation or restriction with respect to the voting or
disposition of such Subject Shares. To such Shareholder's knowledge, all of its
Subject Shares are validly issued, fully paid and non-assessable.

                  Section 1.4 No Conflicts. The execution and delivery of this
Agreement by such Shareholder do not, and the performance of this Agreement by
such Shareholder will not, (a) if such Shareholder is not an individual,
conflict with or violate any provision of the certificate or articles of
incorporation or bylaws or any equivalent organizational documents of such
Shareholder, (b) to such Shareholder' knowledge, conflict with or violate any
Law applicable to such Shareholder or by which any property or asset of such
Shareholder is bound or affected, (c) require any consent or approval under,
result in any breach of, or loss of any benefit under, or constitute a change of
control or default (or any event which with notice or lapse of time or both
would become a default) under, or give to others any right of termination,
vesting, amendment, acceleration or cancellation of, or result in the creation
of a lien or other encumbrance on any property or asset of such Shareholder
pursuant to, any note, bond, mortgage, indenture, contract, agreement, lease,
license, permit or other instrument or obligation to which such Shareholder is a
party. The execution and delivery of this Agreement by such Shareholder does
not, and the performance of this Agreement by such Shareholder will not, require
any consent, approval, authorization or permit of, or filing with or
notification to, any Governmental Entity or other person, except such as may be
required under the Exchange Act and the rules and regulations of the SEC
promulgated thereunder.
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                  Section 1.5 Brokers. No broker, finder or investment banker is
entitled to any brokerage, finder's or other fee or commission in connection
with the Merger based upon arrangements made by or on behalf of such
Shareholder.

                                   ARTICLE 2.
             REPRESENTATIONS AND WARRANTIES OF PARENT AND MERGER SUB

                  Each of Parent and Merger Sub, jointly and severally, hereby
represents and warrants to each Shareholder as follows:

                  Section 2.1 Organization. Parent is a corporation duly
organized, validly existing and in good standing under the laws of the State of
Delaware. Merger Sub is a corporation duly organized, validly existing and in
good standing under the laws of the State of Georgia.

                  Section 2.2 Authority. Each of Parent and Merger Sub has all
necessary corporate power and authority to execute and deliver this Agreement,
to perform its obligations hereunder and to consummate the transactions
contemplated by this Agreement to be consummated by Parent and Merger Sub,
respectively. The execution and delivery of this Agreement by Parent and Merger
Sub and the consummation by Parent and Merger Sub of the transactions
contemplated hereby have been duly and validly authorized by all necessary
corporate action and no other corporate proceedings on the part of Parent or
Merger Sub and no shareholder votes are necessary to authorize this Agreement or
to consummate the transactions contemplated hereby. This Agreement has been duly
authorized and validly executed and delivered by Parent and Merger Sub and
constitutes a legal, valid and binding obligation of Parent and Merger Sub,
enforceable against Parent and Merger Sub in accordance with its terms (except
as enforceability may be limited by bankruptcy, insolvency or other laws
affecting the enforcement of creditors' rights generally, and except that the
availability of the remedy of specific performance or other equitable relief is
subject to the discretion of the court before which any proceedings may be
brought).

                  Section 2.3 No Conflicts. The execution and delivery of this
Agreement by Parent and Merger Sub do not, and the performance of this Agreement
by Parent and Merger Sub will not, (a) conflict with or violate any provision of
the certificate of incorporation or bylaws of Parent or Merger Sub, (b) to the
knowledge of Parent, conflict with or violate any Law applicable to Parent or
Merger Sub or by which any property or asset of Parent or Merger Sub is
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bound or affected, (c) require any consent or approval under, result in any
breach of, or loss of any benefit under, or constitute a change of control or
default (or any event which with notice or lapse of time or both would become a
default) under, or give to others any right of termination, vesting, amendment,
acceleration or cancellation of, or result in the creation of a lien or other
encumbrance on any property or asset of Parent or Merger Sub pursuant to, any
note, bond, mortgage, indenture, contract, agreement, lease, license, permit or
other instrument or obligation to which Parent or Merger Sub is a party. The
execution and delivery of this Agreement by Parent and Merger Sub do not, and
the performance of this Agreement by Parent and Merger Sub will not, require any
consent, approval, authorization or permit of, or filing with or notification
to, any Governmental Entity or other person, except under the Exchange Act and
the rules and regulations of the Exchange.

                                   ARTICLE 3.
                                AGREEMENT TO VOTE
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                  Each Shareholder, severally and not jointly, agrees that:

                  Section 3.1 Agreement to Vote in Favor of the Adoption of the
Merger Agreement. During the period commencing on the date of this Agreement and
ending on the Expiration Date (as defined below), at any meeting of shareholders
of the Company called to vote upon the Merger Agreement and the transactions
contemplated thereby, however called, or at any adjournment thereof or in
connection with any written consent of the holders of Company Common Stock or in
any other circumstances upon which a vote, consent or other approval with
respect to the Merger Agreement and the transactions contemplated thereby is
sought, such Shareholder shall be present (in person or by proxy) and shall vote
(or cause to be voted) all Subject Shares then owned by such Shareholder in
favor of the Merger and adoption of the Merger Agreement and the transactions
contemplated thereby. Each Shareholder acknowledges receipt and review of a copy
of the Merger Agreement.

                  Section 3.2 Agreement to Vote Against Acquisition Proposals.
During the period commencing on the date of this Agreement and ending on the
Expiration Date, at any meeting of shareholders of the Company, however called,
or at any adjournment thereof or in connection with any written consent of the
holders of Company Common Stock or in any other circumstances upon which a vote,
consent or other approval is sought, such Shareholder shall be present (in
person or by proxy) and shall vote (or cause to be voted) all Subject Shares
then
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owned by such Shareholder against any of the following: (a) any Acquisition
Proposal or extraordinary corporate transaction, such as a merger, consolidation
or other business combination involving the Company and its subsidiaries (other
than the Merger); (b) a sale, lease, license or transfer of a material amount of
assets of the Company and its subsidiaries or a reorganization,
recapitalization, dissolution, winding up or liquidation of the Company and its
subsidiaries; (c) any change in the management or board of directors of the
Company, except as contemplated by the Merger Agreement or otherwise agreed to
in writing by Parent; (d) any material change in the present capitalization or
dividend policy of the Company; (e) any material change in the Company's
corporate structure, business, Restated Articles of Incorporation or Amended and
Restated Bylaws; or (f) any action or agreement that would, to such
Shareholder's knowledge, result in a breach of any representation, warranty,
covenant, agreement or other obligation of the Company under the Merger
Agreement or which could result in any of the conditions to the Company's
obligations under the Merger Agreement not being fulfilled.

                                   ARTICLE 4.
                GRANT OF IRREVOCABLE PROXY; APPOINTMENT OF PROXY

                  Section 4.1 Grant of Proxy. Each Shareholder hereby
irrevocably grants to and appoints Guy Gecht and James L. Etheridge, in their
respective capacities as the Chief Executive Officer and the Vice President of
Strategic Relations of Parent, and any individual who shall hereafter succeed to
their respective offices of Parent, and each of them individually, such
Shareholder's proxy and attorney-in-fact (with full power of substitution), for
and in the name, place and stead of such Shareholder, to vote such Shareholder's
Subject Shares, or grant a consent or approval in respect of such Subject
Shares, (a) in favor of the Merger and adoption of the Merger Agreement and the
transactions contemplated thereby and (b) against any of the following: (i) any
Acquisition Proposal or extraordinary corporate transaction, such as a merger,
consolidation or other business combination involving the Company and its
subsidiaries (other than the Merger); (ii) a sale, lease, license or transfer of
a material amount of assets of the Company and its subsidiaries or a
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reorganization, recapitalization, dissolution, winding up or liquidation of the
Company and its subsidiaries; (iii) any change in the board of directors of the
Company, except as contemplated by the Merger Agreement or otherwise agreed to
in writing by Parent; (iv) any material change in the present capitalization or
dividend policy of the Company; (v) any material change in the Company's
corporate structure, business, Restated Articles of
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Incorporation or Amended and Restated Bylaws or (vi) any action or agreement
that would, to such Shareholder's knowledge, result in a breach of any
representation, warranty, covenant, agreement or other obligation of the Company
under the Merger Agreement or which could result in any of the conditions to the
Company's obligations under the Merger Agreement not being fulfilled.

                  Section 4.2 Revocation of Prior Proxies. Such Shareholder
represents that any proxies heretofore given in respect of such Shareholder's
Subject Shares are revocable, that such Shareholder has taken any and all action
necessary to revoke all such proxies, and that all such proxies are hereby
revoked.

                  Section 4.3 Irrevocable Proxy Coupled With an Interest. Such
Shareholder hereby affirms that the irrevocable proxy set forth in this Article
4 is coupled with an interest, and may under no circumstances be revoked until
its termination upon the Expiration Date. Such Shareholder hereby ratifies and
confirms all that such proxies may lawfully do or cause to be done by virtue
hereof. Such irrevocable proxy is executed and intended to be irrevocable in
accordance with the provisions of Section 14-2-722 of the GBCC.

                  Section 4.4 Company's Acceptance of Proxy. Each Shareholder
covenants to take any and all action necessary or appropriate to assure that the
Company will accept and give effect to, in accordance with Section 14-2-724 of
the GBCC, the irrevocable proxy appointment set forth in this Article 4,
including, without limitation, delivery of this executed Agreement to any
inspector or judge of elections, officer or agent of the Company authorized to
tabulate votes.

                                   ARTICLE 5.
                            COVENANTS AND AGREEMENTS

                  Section 5.1 Restriction on Transfer. Each Shareholder agrees
not (a) to sell, transfer, pledge, encumber, assign or otherwise dispose of
(collectively, "Transfer"), or enter into any contract, option or other
arrangement or understanding with respect to the Transfer by such Shareholder
of, any of the Subject Shares or offer any interest in any thereof to any Person
other than pursuant to the terms of the Merger, (b) to enter into any voting
arrangement or understanding, whether by proxy, power of attorney, voting
agreement, voting trust or otherwise with respect to the Subject Shares in
connection with, directly or indirectly, any Acquisition Proposal or otherwise
and agrees not to commit or agree to take any of the foregoing actions or
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(c) take any action that would make any representation or warranty of such
Shareholder contained herein untrue or incorrect or have the effect of
preventing or disabling such Shareholder from performing its obligations under
this Agreement. Notwithstanding the foregoing, each Shareholder shall have the
right to Transfer Subject Shares to an affiliate upon the due execution and
delivery to Parent by such transferee of a legal, valid and binding counterpart
to this Agreement so long as any such Transfer is not intended to circumvent the
provisions of this Agreement.
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                  Section 5.2 No Solicitation of Alternative Transactions. No
Shareholder shall, directly or indirectly, take any action to, and each
Shareholder shall use its reasonable best efforts to cause its agents and
representatives (including investment bankers, attorneys or accountants) not to,
(a) encourage (including by way of furnishing non-public information), solicit,
initiate or facilitate any Acquisition Proposal, (b) enter into any agreement
with respect to any Acquisition Proposal or enter into any agreement,
arrangement or understanding requiring the Company to abandon, terminate or fail
to consummate the Merger or any other transaction contemplated by this Agreement
or the Merger Agreement or (c) participate in any way in discussions or
negotiations with, or furnish any information to, any person in connection with,
or take any other action to facilitate any inquiries or the making of any
proposal that constitutes, or could reasonably be expected to lead to, any
Acquisition Proposal. Upon the execution of this Agreement, each Shareholder
shall cease immediately and cause to be terminated any and all existing
discussions or negotiations, if any, with any parties conducted heretofore by
such Shareholder with respect to any Acquisition Proposal and promptly request
that all confidential information with respect thereto furnished by such
Shareholder be returned. Each Shareholder shall, as promptly as practicable (and
in no event later than 24 hours after receipt thereof), advise Parent of any
inquiry received by it relating to any potential Acquisition Proposal and of the
material terms of any proposal or inquiry, including the identity of the person
and its affiliates making the same, that it may receive in respect of any such
potential Acquisition Proposal, or of any information requested from it or of
any negotiations or discussions being sought to be initiated with it, and shall
furnish to Parent a copy of any such proposal or inquiry, if it is in writing,
or a written summary of any such proposal or inquiry, if it is not in writing,
and shall keep Parent fully informed on a prompt basis with respect to any
developments with respect to the foregoing.
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                  Section 5.3 Further Assurances. From time to time and without
additional consideration, each Shareholder shall use its reasonable best efforts
to assist and cooperate with Parent and to take, or cause to be taken, all
appropriate action, and to do, or cause to be done, all things necessary, proper
or advisable under any applicable Law or otherwise to consummate and make
effective, in the most expeditious manner practicable, the transactions
contemplated by this Agreement and the Merger Agreement. Without limiting the
generality of the foregoing, each Shareholder shall, from time to time, execute
and deliver, or cause to be executed and delivered, such additional or further
consents, documents and other instruments and shall take all such other action
as Parent may reasonably request for the purpose of effectively carrying out the
transactions contemplated by this Agreement and the Merger Agreement, including
promptly making all regulatory filings and applications and to obtain all
licenses, permits, consents, approvals, authorizations, qualification and orders
of governmental authorities and parties to contracts as are necessary for the
consummation of the transactions contemplated by this Agreement and the Merger
Agreement.

                  Section 5.4 Waiver of Dissenter's Rights. Each Shareholder
agrees that it will not exercise any rights to dissent from the Merger or demand
payment of its respective Subject Shares pursuant to Article 13 of the GBCC or
any other similar provisions of law in connection with the merger.

                                   ARTICLE 6.
                               GENERAL PROVISIONS

                  Section 6.1 Termination. This Agreement, and all obligations,
agreements and waivers hereunder, will terminate and be of no further force and
effect on the earliest of (a) 5:00 p.m., California time, on September 30, 2004,
(b) such date and time as the Merger Agreement expires or is terminated in
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accordance with its terms and (c) the Effective Time (the "Expiration Date");
provided, however, that nothing herein shall relieve any party from liability
for any breach hereof. Without limiting the generality of the foregoing, the
proxy appointment set forth in Article 4 shall remain in full force and effect
until this Agreement is terminated in accordance with this Section 6.1,
notwithstanding the fact that such proxy appointment may remain valid for a
period in excess of 11 months.

                  Section 6.2 Board of Directors Action. No action taken by the
Board of Directors of the Company (other than termination of the Merger
Agreement in accordance with
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its terms) shall modify, alter, change or otherwise affect the obligations of
any Shareholder hereunder.

                  Section 6.3 Shareholder Capacity. No person executing this
Agreement who is or becomes during the term hereof a director or officer of the
Company makes any agreement or understanding herein in his or her capacity as
such director or officer. Each Shareholder signs solely in its capacity as the
record holder and beneficial owner of such Shareholder's Subject Shares and
nothing herein shall limit or affect the duties of or any actions taken by any
Shareholder in his or her capacity as an officer or director of the Company to
the extent specifically permitted by the Merger Agreement. This Section 6.3
shall survive termination of this Agreement.

                  Section 6.4 Parent Guarantee. Parent hereby guarantees the due
performance of any and all obligations and liabilities of Merger Sub under or
arising out of this Agreement and the transactions contemplated hereby.

                  Section 6.5 Enforcement. The parties agree that irreparable
damage would occur in the event that any of the provisions of this Agreement
were not performed in accordance with their specific terms or were otherwise
breached. It is accordingly agreed that the parties shall be entitled to the
remedy of specific performance of such provisions and to an injunction or
injunctions and/or such other equitable relief as may be necessary to prevent
breaches of this Agreement and to enforce specifically the terms and provisions
of this Agreement in any court of competent jurisdiction, this being in addition
to any other remedy to which they are entitled at law or in equity.

                  Section 6.6 Stop Transfer Order; Legend. In furtherance of
this Agreement, concurrently herewith, each Shareholder shall, and hereby does
authorize the Company to, notify the Company's transfer agent that there is a
stop transfer order with respect to all of the Subject Shares (and that this
Agreement places limits on the voting and transfer of such shares). If requested
by Parent, each Shareholder agrees as promptly as is reasonably practicable to
apply a legend to all certificates representing the Subject Shares referring to
the rights granted to Parent pursuant to this Agreement.

                  Section 6.7 Adjustments to Prevent Dilution, Etc. In the event
of a stock dividend or distribution, or any change in the Company's capital
stock by reason of any stock dividend, split-up, reclassification,
recapitalization, combination or the exchange of shares, the
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term "Subject Shares" shall be deemed to refer to and include the Subject Shares
as well as all such stock dividends and distributions and any shares into which
or for which any or all of the Subject Shares may be changed or exchanged.

                  Section 6.8 Amendments. This Agreement may not be modified,

Edgar Filing: T/R SYSTEMS INC - Form SC 13D

61



altered, supplemented or amended except by an instrument in writing signed by
each of the parties hereto.

                  Section 6.9 Notice. All notices and other communications
hereunder shall be in writing and shall be deemed given if delivered personally
or sent by overnight courier (providing proof of delivery) to Parent or Merger
Sub in accordance with Section 8.2 of the Merger Agreement and to the
Shareholders at their respective addresses set forth in Annex A hereto (or to
such other address as any party may have furnished to the other parties in
writing).

                  Section 6.10 Interpretation. When a reference is made in this
Agreement to Sections, such reference shall be to a Section to this Agreement
unless otherwise indicated. The headings contained in this Agreement are for
reference purposes only and shall not affect in any way the meaning or
interpretation of this Agreement.

                  Section 6.11 Counterparts. This Agreement may be executed in
one or more counterparts, all of which shall be considered one and the same
agreement, and shall become effective when one or more of the counterparts have
been signed by each of the parties and delivered to the other party, it being
understood that each party need not sign the same counterpart.

                  Section 6.12 Severability. If any term or other provision of
this Agreement is invalid, illegal or incapable of being enforced by any rule of
Law or public policy, all other conditions and provisions of this Agreement
shall nevertheless remain in full force and effect so long as the economic or
legal substance of the transactions contemplated hereby is not affected in any
manner materially adverse to any party. Upon such determination that any term or
other provision is invalid, illegal or incapable of being enforced, the parties
hereto shall negotiate in good faith to modify this Agreement so as to effect
the original intent of the parties as closely as possible in an acceptable
manner to the end that the transactions contemplated hereby are fulfilled to the
extent possible.

                                       11

                  Section 6.13 Entire Agreement; No Third-Party Beneficiaries.
This Agreement (including, without limitation, the documents and instruments
referred to herein) (a) constitutes the entire agreement and supersedes all
prior agreements and understandings, both written and oral, among the parties
with respect to the subject matter hereof and (b) is not intended to confer upon
any Person other than the parties hereto any rights or remedies hereunder.

                  Section 6.14 Governing Law. This Agreement shall be governed
by, and construed in accordance with, the laws of the State of Georgia.

                  Section 6.15 Costs and Expenses. All costs and expenses
incurred in connection with this Agreement and the consummation of the
transactions contemplated hereby shall be paid by the party incurring such
expenses.

                  Section 6.16 Multiple Shareholders. All representations,
warranties, covenants and agreements of the Shareholders in this Agreement are
several and not joint, and solely relate to matters involving the subject
Shareholder and not the other Shareholders.

                  Section 6.16 Waiver of Jury Trial. EACH PARTY ACKNOWLEDGES AND
AGREES THAT ANY CONTROVERSY WHICH MAY ARISE UNDER THIS AGREEMENT IS LIKELY TO
INVOLVE COMPLICATED AND DIFFICULT ISSUES, AND THEREFORE IT HEREBY IRREVOCABLY
AND UNCONDITIONALLY WAIVES ANY RIGHT IT MAY HAVE TO A TRIAL BY JURY IN RESPECT
OF ANY LITIGATION DIRECTLY OR INDIRECTLY ARISING OUT OF OR RELATING TO THIS
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AGREEMENT AND ANY OF THE AGREEMENTS DELIVERED IN CONNECTION HEREWITH OR THE
TRANSACTIONS CONTEMPLATED HEREBY OR THEREBY. EACH PARTY CERTIFIES AND
ACKNOWLEDGES THAT (A) NO REPRESENTATIVE, AGENT OR ATTORNEY OF ANY OTHER PARTY
HAS REPRESENTED, EXPRESSLY OR OTHERWISE, THAT SUCH OTHER PARTY WOULD NOT, IN THE
EVENT OF LITIGATION, SEEK TO ENFORCE EITHER OF SUCH WAIVERS, (B) IT UNDERSTANDS
AND HAS CONSIDERED THE IMPLICATIONS OF SUCH WAIVERS, (C) IT MAKES SUCH WAIVERS
VOLUNTARILY, AND (D) IT HAS BEEN INDUCED TO ENTER INTO THIS AGREEMENT BY, AMONG
OTHER THINGS, THE MUTUAL WAIVERS AND CERTIFICATIONS IN THIS SECTION 6.16.

                            (Signature Pages Follow)

                                       12

                  IN WITNESS WHEREOF, Parent, Merger Sub and each Shareholder
have caused this Shareholder Support Agreement to be signed by their respective
officer thereunto duly authorized as of the date first written above.

                         ELECTRONICS FOR IMAGING, INC.

                         By:        /s/ Guy Gecht
                            ----------------------------------------------
                         Name:      Guy Gecht
                         Title:     Chief Executive Officer

                         TRIBECA ACQUISITION CORPORATION

                         By:        /s/ Guy Gecht
                            ----------------------------------------------
                         Name:      Guy Gecht
                         Title:     President and Chief Executive
                                    Officer

                           /s/ Charles H. Phipps
                         -------------------------------------------------
                         Charles H. Phipps

                         SEVIN ROSEN FUND IV L.P.

                         By:        /s/ Charles H. Phipps
                            ----------------------------------------------
                         Name:      Charles H. Phipps
                         Title:     General Partner

                           /s/ Kevin J. McGarity
                         -------------------------------------------------
                         Kevin J. McGarity

                         KEVIN J. MCGARITY IRA

                         By:        /s/ Kevin J. McGarity
                            ----------------------------------------------
                         Name:      Kevin J. McGarity
                         Title:

                           /s/ Joseph R. Chinnici
                         -------------------------------------------------
                         Joseph R. Chinnici
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                           /s/ Philip T. Gianos
                         -------------------------------------------------
                         Philip T. Gianos

                                       S-1

                         GIANOS FAMILY TRUST

                         By:        /s/ Philip T. Gianos
                            ----------------------------------------------
                         Name:      Philip T. Gianos
                         Title:     Trustee

                           /s/ Nicholas Gianos
                         -------------------------------------------------
                         Nicholas Gianos

                           /s/ Zachary Gianos
                         -------------------------------------------------
                         Zachary Gianos

                         INTERWEST PARTNERS V, L.P.

                         BY INTERWEST MANAGEMENT PARTNERS VI, L.P.,
                         ITS GENERAL PARTNER

                         By:        /s/ Philip T. Gianos
                            ----------------------------------------------
                         Name:      Philip T. Gianos
                         Title:     General Partner

                         INTERWEST INVESTORS V

                         BY INTERWEST MANAGEMENT PARTNERS VI, L.P., ITS
                         GENERAL PARTNER

                         By:        /s/ Philip T. Gianos
                            ----------------------------------------------
                         Name:      Philip T. Gianos
                         Title:     General Partner

                           /s/ E. Neal Tompkins
                         -------------------------------------------------
                         E. Neal Tompkins

                           /s/ Sue Tompkins
                         -------------------------------------------------
                         Sue Tompkins

                           /s/ Jennifer Tompkins
                         -------------------------------------------------
                         Jennifer Tompkins

                           /s/ C. Harold Gaffin
                         -------------------------------------------------
                         C. Harold Gaffin
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                                      S-2

                           /s/ Michael E. Kohlsdorf
                         -------------------------------------------------
                         Michael E. Kohlsdorf

                           /s/ Barbara A. Pellow
                         -------------------------------------------------
                         Barbara A. Pellow

                           /s/ Michael T. Liess
                         -------------------------------------------------
                         Michael T. Liess

                           /s/ Michael W. Barry
                         -------------------------------------------------
                         Michael W. Barry

                           /s/ Lyle W. Newkirk
                         -------------------------------------------------
                         Lyle W. Newkirk

                           /s/ Lyle W. Newkirk, Jr.
                         -------------------------------------------------
                         Lyle W. Newkirk, Jr.

                           /s/ Mary Elizabeth Newkirk
                         -------------------------------------------------
                         Mary Elizabeth Newkirk

                                      S-3

                                     ANNEX A

NAME                                         NUMBER OF SUBJECT SHARES
----                                         ------------------------

Charles H. Phipps
c/o Sevin Rosen Fund IV L.P.
Two Galleria Tower
13455 Noel Road, Suite 1670                                    0
Dallas, Texas 75240

Sevin Rosen Fund IV L.P.
Two Galleria Tower
13455 Noel Road, Suite 1670
Dallas, Texas 75240                                    1,548,350

Kevin J. McGarity                                              0

Kevin J. McGarity IRA                                     17,100

Joseph R. Chinnici                                             0
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Philip T. Gianos
c/o InterWest Partners
2710 Sand Hill Road, Second Floor                              0
Menlo Park, California 94025

Gianos Family Trust
c/o Philip T. Gianos
InterWest Partners                                         5,000
2710 Sand Hill Road, Second Floor
Menlo Park, California 94025

Nicholas P. Gianos
c/o Philip T. Gianos
InterWest Partners                                           500
2710 Sand Hill Road, Second Floor
Menlo Park, California 94025

Zachary P. Gianos
c/o Philip T. Gianos
InterWest Partners                                           500
2710 Sand Hill Road, Second Floor
Menlo Park, California 94025

                                      B-1

NAME                                         NUMBER OF SUBJECT SHARES
----                                         ------------------------

InterWest Partners V, L.P.
c/o InterWest Partners
2710 Sand Hill Road, Second Floor                      1,020,448
Menlo Park, California 94025

InterWest Investors V
c/o InterWest Partners
2710 Sand Hill Road, Second Floor                          6,421
Menlo Park, California 94025

E. Neal Tompkins                                         190,493

Sue Tompkins                                             180,599

Jennifer M. Tompkins                                      30,303

C. Harold Gaffin                                          13,861

Michael E. Kohlsdorf                                     101,400

Ryan Kohlsdorf                                               500

Barbara A. Pellow                                              0

Michael T. Liess                                               0

Michael W. Barry                                          73,905

Lyle W. Newkirk                                           15,105
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Lyle William Newkirk, Jr.                                  2,859

Mary Elizabeth Newkirk                                     2,719

                  Except as otherwise specified in this Annex A, the address of
each Shareholder is c/o T/R Systems, Inc., 1300 Oakbrook Drive, Norcross,
Georgia 30093.

                                       S-2

                                                                    Exhibit 99.3

FOR MORE INFORMATION:                                    T/R SYSTEMS:
--------------------                                     ------------
Mimi Sells                                               Lyle Newkirk
EFI Corporate Communications                             Chief Financial Officer
650-357-3712                                             770-453-7452

EFI INVESTOR RELATIONS:
-----------------------
JoAnn Horne
Market Street Partners
415-321-2445

                 ELECTRONICS FOR IMAGING TO ACQUIRE T/R SYSTEMS

        GLOBAL IMAGING LEADER TO EXPAND PRINT WORKFLOW SOLUTIONS BUSINESS

     FOSTER CITY, CA & NORCROSS, GA - September 3, 2003 - Electronics For
     Imaging, Inc. (Nasdaq:EFII), the world leader in imaging solutions for
     network printing, today announced it has signed an agreement to acquire T/R
     Systems, Inc. (Nasdaq:TRSI), a leader in developing innovative solutions
     for the management and production of digital documents. It is expected that
     T/R Systems' shareholders would receive, in exchange for their shares of
     common stock at the closing of the transaction, approximately $21 million
     in cash or $1.57 per share, subject to certain adjustments. All of T/R
     Systems' directors and officers and certain of their respective affiliates
     have entered into a Shareholder Support Agreement pursuant to which they
     have agreed to vote their shares in favor of the transaction.

     "T/R Systems' products are a very good fit with EFI's portfolio," said EFI
     CEO Guy Gecht. "By expanding our workflow offerings, we will offer our
     worldwide customers a greater range of productivity tools to enhance their
     operational efficiency and profitability."

     "Joining forces with EFI will allow us to expand our markets globally and
     provide the strong financial resources to enable us to better serve our
     customers," said Mike Kohlsdorf, T/R Systems' President and CEO. "Our
     combined companies will offer the market a powerful array of open workflow
     solutions backed by EFI's global network of customer support and service."

     The acquisition fits with EFI's strategy of expanding its workflow
     offerings to provide a broad range of solutions for its customers. EFI is
     committed to investing in T/R Systems' products including the MicroPress(R)
     distributed printing solution and to developing future collaborative
     products that continue to increase customers' efficiency and productivity.

     The acquisition of T/R Systems will result in a one-time charge to EFI in
     the quarter the transaction closes for certain acquisition-related
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     expenses. EFI will provide further information during its earnings
     conference call in October.

     The merger agreement must be approved by T/R Systems' shareholders and is
     subject to certain other conditions. The transaction is expected to close
     in the fourth calendar quarter of 2003.

     This document does not constitute a solicitation by T/R Systems, Inc. or
     its board of directors or executive officers of any approval or action of
     its stockholders. T/R Systems will file a proxy statement and other
     relevant documents concerning the proposed merger with the SEC.
     Shareholders are urged to read the proxy statement when it becomes
     available and any other relevant documents filed with the SEC because they
     will contain important information about the merger. You will be able to
     obtain the documents filed with the SEC free of charge at the website
     maintained by the SEC at www.sec.gov. In addition, you may obtain documents
     filed with the SEC by T/R Systems free of charge by requesting them in
     writing from T/R Systems, 1300 Oakbrook Drive, Norcross, Georgia 30093, or
     by telephone at (770) 448-9008.

     T/R Systems and its executive officers and directors may be deemed to be
     participants in the solicitation of proxies from T/R Systems' shareholders
     in connection with the merger. Information regarding such officers and
     directors, including certain interests they have relating to T/R Systems,
     is included in T/R Systems' proxy statement for its 2003 annual meeting of
     shareholders filed with the SEC on April 21, 2003. T/R Systems'
     shareholders may obtain additional information regarding the interests of
     T/R Systems' executive officers and directors by reading the proxy
     statement regarding the proposed merger when it becomes available.

     SAFE HARBOR FOR FORWARD LOOKING STATEMENTS: The statements, "It is expected
     that T/R Systems' shareholders would receive, in exchange for their shares
     of common stock at the closing of the transaction, approximately $21
     million in cash or $1.57 per share, subject to certain adjustments" and "By
     expanding our workflow offerings, we will offer our worldwide customers a
     greater range of productivity tools to enhance their operational efficiency
     and profitability" and "Joining forces with EFI will allow us to expand our
     markets globally and provide the strong financial resources to enable us to
     better serve our customers" and "Our combined companies will offer the
     market a powerful array of open workflow solutions backed by EFI's global
     network of customer support and service" and "EFI is committed to investing
     in T/R Systems' products including the MicroPress(R) distributed printing
     solution and to developing future collaborative products that continue to
     increase customers' efficiency and productivity" and "The acquisition of
     T/R Systems will result in a one-time charge to EFI in the quarter the
     transaction closes for certain acquisition-related expenses" and "The
     transaction is expected to close in the fourth calendar quarter of 2003"
     are forward-looking statements within the meaning of Section 27A of the
     Securities Act of 1933, as amended, and Section 21E of the Securities and
     Exchange Act of 1934, as amended, and are subject to risks and
     uncertainties as discussed more fully in EFI's and T/R Systems' filings
     with the SEC. Actual results may vary materially from the expectations
     contained in the forward-looking statements. The following factors, among
     others, could cause actual results to differ materially from those
     described in the forward-looking statements: The rapidly evolving markets
     for EFI's and T/R Systems' products and uncertainty regarding the
     development of these markets; ongoing new product development and
     introduction of new and enhanced products; potential difficulties in
     retaining customers, assimilating and integrating operations, technologies
     and products; risk of revenues not being realized when expected; risk
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     of increased competition in the markets; and the effects of economic
     uncertainty on customer expenditures. The merger agreement may be
     terminated for a number of reasons and the completion of the merger is
     subject to a number of conditions and there is no assurance that the
     transaction will be completed.

     ABOUT ELECTRONICS FOR IMAGING, INC.
     Electronics For Imaging (www.efi.com) is the world leader in imaging
     solutions for network printing. EFI's industry-leading core technologies
     offer powerful document management tools, seamless networking, high
     fidelity color and black-and-white output, and greater productivity and
     cost efficiency. EFI products support a broad range of printers, copiers,
     multifunction devices and mobile communications devices delivering printer
     speeds of up to 2000 ppm in color. EFI's innovative imaging solutions
     include the Fiery(R), EDOX(R), Splash(TM) and DocStream(TM) brands of print
     controllers; Velocity(TM) suite of workflow software; Best(TM) inkjet
     proofing software; and PrintMe (TM) mobile printing solutions. EFI
     maintains 22 offices worldwide.

     ABOUT T/R SYSTEMS
     T/R Systems (www.trsystems.com) provides the printing and publishing
     industry with an integrated software suite that transforms digital copiers
     and printers into powerful, scalable print-on-demand systems. Our solutions
     turn complex document production tasks into efficient automated business
     processes. T/R Systems' solutions are used by a broad spectrum of
     customers, including corporations, colleges and universities, facilities
     managers and print-for-pay service providers. Despite the seemingly
     different requirements of each of these groups, the one constant is their
     desire to provide effective and efficient document production services to
     their customers.

                                                                    Exhibit 99.4

                             JOINT FILING AGREEMENT
                          PURSUANT TO RULE 13D-1(F)(1)

         The undersigned acknowledge and agree that the foregoing statement on
Schedule 13D is filed on behalf of each of the undersigned and that all
subsequent amendments to this statement on Schedule 13D shall be filed on behalf
of each of the undersigned without the necessity of filing additional joint
acquisition statements. The undersigned acknowledge that each shall be
responsible for the timely filing of such amendments, and for the completeness
and accuracy of the information concerning him or it contained therein, but
shall not be responsible for the completeness and accuracy of the information
concerning the other, except to the extent that it knows or has reason to
believe that such information is inaccurate.

Dated: September 8, 2003

                                      ELECTRONICS FOR IMAGING, INC.

                                      By:   /s/ Guy Gecht
                                           ----------------------------------
                                      Name:   Guy Gecht
                                      Its:    Chief Executive Officer

                                      TRIBECA ACQUISITION CORPORATION

Edgar Filing: T/R SYSTEMS INC - Form SC 13D

69



                                      By:   /s/ Guy Gecht
                                           ----------------------------------
                                      Name:   Guy Gecht
                                      Its:    Chief Executive Officer
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