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I[tem 2. Acquisition or Disposition of Assets

On May 31, 2004, F5 Networks, Inc. (“F5 Networkatquired MagniFire Websystems, Inc., a Delawarpamation (“MagniFire”), as a
wholly-owned subsidiary through a merger transactieb Networks agreed to pay $29 million in cashalbof the issued and outstanding
shares of MagniFire capital stock. F5 Networks wesadting cash reserves to finance the transaction.

As a result of the merger, F5 Networks acquiredhelassets of MagniFire, including MagniFire’s vegiplication firewall product line, all
plant, equipment or other physical property thaghi&ire used in its business and assumed all dfdbdities of MagniFire with the
exception of certain liabilities. F5 Networks intisnto use the plant, equipment and other physrogigoty of MagniFire consistent with its
long-term business objectives. The merger will teanted for under the purchase method of accagintin

Item 7. Financial Statements, Pro Forma Financial Statements and Exhibits

(a) Financial statements of business acquire
(b) Pro forma financial information.
(c) Exhibits:
2.1 Agreement and Plan of Merger among F5 Networks, MagniFireWebsystems, Inc., and Fire5, Inc., datay 31, 2004 **

99.1Press release of F5 Networks, Inc. announcingahaisition of MagniFire Websystems, Inc., datedeJin200¢

* The financial statements of MagniFire Websysteins, and the pro forma financial information wi filed by an amendment to this form
8-K within 60 days after the date on which thigiaireport on Form 8-K must be filed.

** The schedules and certain exhibits to the mesggeement have been omitted pursuant to Iltem §@) (@f Regulation S-K promulgated
by the Securities and Exchange Commission. A sapgheal copy of any omitted schedule will be fureidhio the Commission upon request.

Item 9. Regulation FD Disclosure

For the remainder of fiscal 2004, we do not ansitépthat revenues from the acquired product linebeimaterial. For fiscal 2005, we believe
MagniFire related product sales have the potettigenerate revenue in the range of $8 million1® fillion. The acquisition is expected to
be approximately $0.02 dilutive to our earnings gieare guidance in the current quarter. While wiebe MagniFire’s operations will be
dilutive to earnings for the remainder of fiscaDa0and the first haléf fiscal 2005, we anticipate breakeven resulthéthird quarter of 200
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The terms of the merger are more fully describetthénmerger agreement attached as exhibit 2.hig@BtK report. A press release
announcing the completion of the transaction ischitd as Exhibit 99.1.

Forward-L ooking Statements

The statements contained in this report that at@uly historical are forward-looking statementgthin the meaning of the Private
Securities Litigation Reform Act of 1995, and aeséd upon current expectations. These statemeathislén but are not limited to, statements
about our plans, objectives, expectations, strategind intentions and are generally identifiedngytords “expects,” “anticipates,” “intends,”
“plans,” “believes,” “seeks,” “estimates,” and slariexpressions. Because these forward-lookingmstants involve risks and uncertainties,
our actual results and the timing of certain eveotdd differ materially from those anticipatedtiese forward-looking statements as a result
of certain factors, including those set forth untitisk Factors” and “Business” in the Company’s AimhReport on Form 10-K for the fiscal
year ended September 30, 2003. In addition, for-looking statements regarding revenues from Magaipioducts and the effects of the
MagniFire acquisition on future net income are eabjfo the risks that the market for the Magnifpireduct line will not develop as we
anticipate; that a competitive product will be deped that will adversely affect sales; that we raagerience significant problems or
liabilities associated with the product qualitychiaology and other matters, and that the costsrttidr development and marketing will
exceed those that we presently anticipate. All Baddooking statements included in this report are daseinformation available to us on
date hereof. We assume no obligation to updatesacdly forward-looking statements.

SIGNATURES

Pursuant to the requirements of the Securities &xgl Act of 1934, the registrant has duly causisdréport to be signed on its behalf by the
undersigned hereunto duly authorized.

Dated: June 1, 2004

F5 NETWORKS, INC.

By: /s/ JOHN MCADAM
John McAdam
Chief Executive Officer & Presider




Table of Contents

INDEX TO EXHIBITS

Exhibit Number Description

2.1 Agreement and Plan of Merger among F5 Networks, MagniFire Websystems, Inc., and Fire5, Inc.edadtlay 31,
2004

99.1 Press release of F5 Networks, Inc. announcingdbaisition of MagniFire Websystems, Inc., datedeJtin200<

* The schedules and certain exhibits to the meageeement have been omitted pursuant to Item 6@) (b)) Regulation S-K promulgated by
the Securities and Exchange Commission. A suppleaheopy of any omitted schedule will be furnishedhe Commission upon request.

Exhibit 2.1
AGREEMENT AND PLAN OF MERGER

This Agreement and Plan of Merger (this "Agreemgistentered into on May 31, 2004, by and amon@E&vorks, Inc., a Washington
corporation ("Buyer"), Fire5, Inc.., a Delaware poration and a wholly owned Subsidiary of Buyerr@fisitory Subsidiary"), Magnifire
Websystems, Inc., a Delaware corporation ("Targat) Lucent Venture Partners Ill LLC ("Stockholdétspresentative”). Buyer, Transitory
Subsidiary, Target and Stockholders' Representatiweeferred to collectively herein as the "Partie

This Agreement contemplates a transaction in wBiger will acquire all of Target's outstanding &dor cash through a reverse subsidiary
merger of Transitory Subsidiary with and into Tdrge

Now, therefore, in consideration of the premises tlie mutual promises herein made, and in congidaraf the representations, warranti
and covenants herein contained, the Parties agridlaws.

SECTION 1. DEFINITIONS

"Adverse Consequences" means all actions, suitsgpdings, hearings, investigations, charges, @mnip| claims, demands, injunctions,
judgments, orders, decrees, rulings, damages, dapalties, fines, costs, amounts paid in settlénhéabilities, obligations, Taxes, lien
losses, expenses, and fees, including court codtsemsonable attorneys' fees and expenses.

"Affiliate" has the meaning set forth in Rule 12lm#the regulations promulgated under the Secsriiechange Act of 1934, as amended.

"Basis" means any past or present fact, situatiooymstance, status, condition, activity, practigan, occurrence, event, incident, action,
failure to act, or transaction that forms or cofddn the basis for any specified consequence.

"Buyer" has the meaning set forth in the prefacavab

"BVI" means MagniFire Networks Limited, incorpordten the British Virgin Islands as an InternatioBaisiness Company.
"Certificate of Merger" has the meaning set forttSection 2.3 below.

"Closing" has the meaning set forth in SectiontzRw.

"Closing Date" has the meaning set forth in Sec@idghbelow.

"Commercially Reasonable" means the efforts thaudent Person desirous of achieving a result wosédin similar circumstances to
achieve that result as expeditiously as possib&/iged, however, that a Person required to usereantially reasonable efforts will not be
required to undertake extraordinary or unreasonaglasures, including the payment of amounts inssxoénormal and usual filing fees and
processing fees, if any, or other payments witheesto any contract that are significant in thetegt of such contract.
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"Common Aggregate Consideration” means the proobtetined by multiplying
(a) the Common Initial Per Share Considerationt)ytt{e total number of outstanding Target Commoar&himmediately prior to the
Effective Time.

"Common Initial Per Share Consideration" means B0/30851071 per share.
"Common Per Share Escrow Amount" means $0.0448Dper share.

"Confidential Information" means any informatiomeerning the business and affairs of Target anflutssidiaries that is not already
generally available to the public.

"Delaware General Corporation Law" means the Géireporation Law of the State of Delaware, as ateen
"Disclosure Schedule" has the meaning set for®eiction 3 below.

"Dissenting Share" means any Target Share heldoafrd by any stockholder who or that has exerdiggcher, or its appraisal rights under
the Delaware General Corporation Law, as set forection 3.2 of the Disclosure Schedule.

"Effective Time" has the meaning set forth in Sexct?4.1 below.
"Employee's Fund" has the meaning set forth iniSe&.23.4 below.

"Environmental and Safety Requirements" Any andpilicable Israeli, federal, state, governmeiitatopean Union, provincial, local and
foreign environmental, health and safety lawsndustry standards relating to the manufacture,gasing, distribution, use, treatment,
disposal, transport, handling, or Release of argaktibus Materials.

"Escrow Agent" means Wells Fargo National Assooiatin its capacity as escrow agent under the Eségreement.
"Escrow Agreement" means the escrow agreementeghieto concurrently herewith and attached herstBxibit F.
"Escrow Amount" means US$2,900,000.00.

"Financial Statements" has the meaning set forteiction 3.7 below.

"GAAP" means United States generally accepted adamyiprinciples as in effect from time to timenststently applied.

"Hazardous Materials" means any toxic or hazardotistance, material or waste or any pollutant atasninant, chemicals or industrial,
infectious, or radioactive substance or matennaluding without limitation, those substances, mate and wastes defined in or regulated
under any Environmental and Safety Requirements.

"Initial Closing Consideration" means US$26,100,000

"Intellectual Property" means all of the followiimgany jurisdiction throughout the world: (a) alventions (whether patentable or
unpatentable and whether or not reduced to practiié@mprovements thereto, and all patents, padeplications, and patent disclosures,
together with all reissuances,



continuations, continuations-in-part, revisiongeasions, and reexaminations thereof, (b) all raathks, service marks, trade dress, logos,
slogans, trade names, corporate names, Internedidarames, and rights in telephone numbers, togetitie all translations, adaptations,
derivations, and combinations thereof and includihgoodwill associated therewith, and all apgiimas, registrations, and renewals in
connection therewith, (c) all copyrightable wor&l,copyrights, and all applications, registratioasd renewals in connection therewith, (d)
all mask works and all applications, registraticars] renewals in connection therewith, (e) alléradcrets and confidential business
information (including ideas, research and develepinknow-how, formulas, compositions, manufaciiamd production processes and
techniques, technical data, designs, drawings ifsgons, customer and supplier lists, pricinglast information, and business and
marketing plans and proposals),

(f) all computer software (including source codea@itable code, data, databases, and related daotatioa), (g) all advertising and
promotional materials, (h) all other proprietanyhts, and (i) all copies and tangible embodimemsetof (in whatever form or medium).

"Key Employees" means a Party's senior managemengxecutives, including CEO, CFO, and CTO.

"Knowledge" means, with respect to Target or itbsdiaries, actual knowledge after reasonable tigyegtion of the Key Employees of such
Party.

"Leased Real Property" means all leasehold or asbleold estates and other rights to use or ocaupiaad, buildings, structures,
improvements, fixtures, or other interest in rea@gerty held by Target or any of its Subsidiaries.

"Leases" means all leases, subleases, licenseagsgions and other agreements (written or orading all amendments, extensions,
renewals, guaranties, and other agreements wiplecethereto, pursuant to which Target or anySitbsidiaries holds any Leased Real
Property, including the right to all security dep@snd other amounts and instruments depositet by behalf of Target or any of its
Subsidiaries thereunder.

“Liability" means any liability or obligation in eess of $10,000 of whatever kind or nature (wheltherwn or unknown, whether asserted or
unasserted, whether absolute or contingent, whatteeued or unaccrued, whether liquidated or uidafed, and whether due or to become
due), including any liability for Taxes.

"Lien" means any mortgage, pledge, lien, encumtzradicarge, or other security interest , other {aafiens for taxes not yet due and pay:
(b) purchase money liens and liens securing r@@gnents under capital lease arrangements, ardh@) liens arising in the Ordinary
Course of Business and not incurred in connectiibim tive borrowing of money.

"LTD" means MagniFire Networks (Israel) Ltd., amdsli corporation.

"Material Adverse Effect" or "Material Adverse Clga' means any effect or change that would be nadifeddverse to the business, assets,
condition (financial or otherwise), operating résur operations of Target and its Subsidiaridseriaas a whole, or to the ability of any Party
to consummate timely the transactions contempllagedby, excluding any changes in general econontitisiness conditions that do not
disproportionately impact the Target or its Sulzgidis or (ii) any changes or events affecting titistry in which the Target or its
Subsidiaries operate that do not disproportionatepact the Target or its Subsidiaries.

"Merger" has the meaning set forth in Section 2.



"Merger Consideration" means US$29,000,000.00

"Most Recent Balance Sheet" means the balance sbe&tined within the Most Recent Financial Stateisie
"Most Recent Financial Statements" has the meagendprth in Section 3.7 below.

"Most Recent Fiscal Month End" has the meaninda#t in Section 3.7 below.

"Most Recent Fiscal Year End" has the meaningas#t in Section 3.7 below.

"Ordinary Course of Business" means the ordinatysm of business consistent with past custom aactipe (including with respect to
quantity and frequency).

"Owned Real Property" means all land, together wittouildings, structures, improvements, and figilocated thereon, including all
electrical, mechanical, plumbing and other buildsygtems, fire protection, security and surveiliasgstems, telecommunications, computer,
wiring, and cable installations, utility installatis, water distribution systems, and landscapoggther with all easements and other rights
interests appurtenant thereto (including air, gdls, mineral, and water rights), owned by Targetnyrof its Subsidiaries.

"Party" has the meaning set forth in the preface/ab
"Payment Fund" has the meaning set forth in Se@ibril below.

"Person" means an individual, a partnership, aamaton, a limited liability company, an associatia joint stock company, a trust, a joint
venture, an unincorporated organization, any dbisiess entity, or a governmental entity (or aggagtment, agency, or political
subdivision thereof).

"Release" means disposing, discharging, injecpdling, leaking, leaching, dumping, emitting, @ping, emptying or seeping into or upon
any land or water or air, or otherwise dissemirgatirio the environment.

"Series A-1(B) Aggregate Consideration" means tloelpct obtained by multiplying (a) the Series A-1L(Bitial Per Share Consideration by
(b) the total number of outstanding shares of Sekid Preferred Stock of the Target held by thegBeFamily 1998 Revocable Trust
immediately prior to the Effective Time.

"Series A-1(B) Initial Per Share Consideration" me&1.668275698838 per share.
"Series A-1(B) Per Share Escrow Amount" means 158977072 per share.

"Series A-1(T) Aggregate Consideration" means ttoglpct obtained by multiplying (a) the Series A-lL(fAitial Per Share Consideration by
(b) the total number of outstanding shares of Sekid Preferred Stock of the Target held by Telkbelecom Ltd. immediately prior to the
Effective Time.

"Series A-1(T) Initial Per Share Consideration" me&1.074678195285 per share.
"Series A-1(T) Per Share Escrow Amount" means $6%2042335 per share.
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"Series A-2 Aggregate Consideration” means theyrbdbtained by multiplying (a) the Series A-2 imitPer Share Consideration by (b) the
total number of outstanding shares of Series Ae?dPred Stock of the Target immediately prior te Effective Time.

"Series A-2 Initial Per Share Consideration" medh$66698097799 per share.
"Series A-2 Per Share Escrow Amount" means $0.18588496 per share.

"Series B Aggregate Consideration" means the prtoshitained by multiplying (a) the Series B InitRér Share Consideration by (b) the total
number of outstanding shares of Series B Prefé&teck of the Target immediately prior to the EffeetTime.

"Series B Initial Per Share Consideration" meang28804788378 per share.
"Series B Per Share Escrow Amount" means $0.08656B138B per share.
"Stockholders' Representative" has the meaninfpsétin the preface above.

"Subsidiary" means, with respect to any Person,cangoration, limited liability company, partnenshassociation, or other business entity of
which

(i) if a corporation, a majority of the total vogippower of shares of stock entitled (without regarthe occurrence of any contingency) to \

in the election of directors, managers, or trustbeseof is at the time owned or controlled, diseot indirectly, by that Person or one or more
of the other Subsidiaries of that Person or a coathin thereof or (i) if a limited liability compey, partnership, association, or other business
entity (other than a corporation), a majority of tmartnership or other similar ownership interéstseof is at the time owned or controlled,
directly or indirectly, by that Person or one orrm&ubsidiaries of that Person or a combinatioretbfeand for this purpose, a Person or
Persons owns a majority ownership interest in subbsiness entity (other than a corporation) ihdgerson or Persons shall be allocated a
majority of such business entity's gains or losgeshall be or control any managing director oreggahpartner of such business entity (other
than a corporation). The term "Subsidiary" shatlude all Subsidiaries of such Subsidiary.

"Surviving Corporation" has the meaning set fortfsection 2.1 below.

"Target" has the meaning set forth in the prefdmmve.

"Target Common Share" means any share of commaok,s$6.01 par value per share, of Target.

"Target Obligations" has the meaning set fortheéct®n 2.5 below.

"Target Preferred Share" means any share of peefestiock of any series, $0.01 par value per sbarEarget.
"Target Series A-1 Share" means any share of Sarie®referred Stock, $0.01 par value per shargaofet.
"Target Series A-2 Share" means any share of SArizfreferred Stock, $0.01 par value per shardaofet.
"Target Series B Share" means any share of Seritef@rred Stock, $0.01 par value per share, ajétar
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"Target Share" means any either Target PreferredeStr Target Common Share.
"Target Stockholder" means any Person who or thlatshany Target Shares.

"Tax" or "Taxes" means any federal, state, locafpeeign income, gross receipts, license, payestiployment, excise, severance, stamp,
occupation, premium, windfall profits, environmdr{iacluding taxes under Section 59A of the IntéfRavenue Code of 1986, as amended
(the "Code™"), customs duties, capital stock, frase, profits, withholding, social security (or d@n), unemployment, disability, real prope
personal property, sales, use, transfer, registratialue added, alternative or agid-minimum, estimated, or other tax of any kind tghaver
including any interest, penalty, or addition therethether disputed or not and including any obigres to indemnify or otherwise assume or
succeed to the Tax liability of any other Person.

"Tax Return" means any return, declaration, remdaim for refund, or information return or staterheelating to Taxes, including any
schedule or attachment thereto, and including amgrament thereof.

"Transitory Subsidiary" has the meaning set fontthie preface above.
SECTION 2. BASIC TRANSACTION.

2.1. Merger. On and subject to the terms and cimmgditof this Agreement, Transitory Subsidiary wikrge with and into Target (the
"Merger") at the Effective Time. Target shall be torporation surviving the Merger (the "Survivi@grporation").

2.2. Closing. The closing of the transactions comtated by this Agreement (the "Closing") shalleggitace telephonically, commencing at
9:00 a.m. Pacific time on the date hereof, or satbler date as Target and Buyer may mutually detegrfthe "Closing Date").

2.3. Actions at Closing. At the Closing, (i) Targetl deliver to Buyer and Transitory Subsidiaryetharious certificates, instruments, and
documents reasonably necessary or appropriatéeictgdite the transactions contemplated herebyBi§)er and Transitory Subsidiary will
deliver to Target the various certificates, insteunts, and documents reasonably necessary or afgieofar effectuate the transactions
contemplated hereby, , (iii) Target and TransitSnpsidiary will file with the Secretary of Statetbé State of Delaware a Certificate of
Merger in the form attached hereto as Exhibit A (tBertificate of Merger"), (iv) Buyer will delivahe Payment Fund to the Exchange Agent
and the in the manner provided below in this Sec®pand (v) Buyer will to deliver the Escrow Amdua the Escrow Agent for deposit into
the escrow account.

2.4. Effect of Merger.

2.4.1 General. The Merger shall become effectitbatime (the "Effective Time") Target and Traosjt Subsidiary file the Certificate of
Merger with the Secretary of State of the StatBelfiware. The Merger shall have the effect sehforthe Delaware General Corporation
Law. Surviving Corporation may, at any time aftee Effective Time, take any action (including ex@amy and delivering any document) in
the name and on behalf of either Target or TransBabsidiary in order to carry out and effectusietransactions contemplated by this
Agreement. At the Effective Time, the effect of tfierger shall be as provided in the applicable jgions of the Delaware General
Corporation Law. Without limiting the generality thfe foregoing, and subject thereto, at the Effeciiime, all the property, rights, privileg
powers and franchises of each of the Target andsitcay



Subsidiary shall vest in the Surviving Corporatiand all debts, liabilities, obligations, restniets, disabilities and duties of each of the Te
and Transitory Subsidiary shall become the delatisilities, obligations, restrictions, disabilitiead duties of the Surviving Corporation.

2.4.2 Certificate of Incorporation. The certificateincorporation of Surviving Corporation shall Bmended and restated at and as of the
Effective Time to read as did the certificate afdrporation of Transitory Subsidiary immediateljoptto the Effective Time (except that the
name of Surviving Corporation will remain unchanged

2.4.3 Bylaws. The bylaws of Surviving Corporatidra be amended and restated at and as of thetizéfélime to read as did the bylaws of
Transitory Subsidiary immediately prior to the Efige Time (except that the name of Surviving Cogtion will remain unchanged).

2.4.4 Directors and Officers. The directors andcefs of Transitory Subsidiary shall become thedrs and officers of Surviving
Corporation at and as of the Effective Time (ratairtheir respective positions and terms of office)

2.4.5 Conversion of Target Shares. At and as oEffective Time: (A) each Series A-1 Target PreddrShare (other than any Dissenting
Share) held by the Berger Family 1998 Revocablstishall be converted into the right to receivaafi)amount in cash equal to the Series A-
1(B) Initial Per Share Consideration (without imt&t) and (ii) a conditional amount of cash per slegjual to the Series A-1(B) Per Share
Escrow Amount, (B) each Series A-1 Target Prefe8hdre (other than any Dissenting Share) held kode Telecom Ltd. shall be
converted into the right to receive (i) an amountash equal to the Series A-1(T) Initial Per Si@oasideration (without interest) and (i) a
conditional amount of cash per share equal to r@SA-1(T) Per Share Escrow Amount, (C) eacheSek-2 Target Preferred Share (other
than any Dissenting Share) shall be convertedtiaight to receive (i) an amount in cash equahéSeries A-2 Initial Per Share
Consideration (without interest) and (ii) a cormlitdll amount of cash per share equal to the Ser2®ar Share Escrow Amount, (D) each
Series B Target Preferred Share (other than arseDisg Share) shall be converted into the righeteive (i) an amount in cash equal to the
Series B Initial Per Share Consideration (withotiiest) and (ii) a conditional amount of cashgtsre equal to the Series B Per Share
Escrow Amount, and (E) each Target Common Shahe{dhan any Dissenting Share) shall be conventiedthe right to receive (i) an
amount in cash equal to the Common Initial Per Slnsideration (without interest) and (ii) a cdiodial amount of cash per share equal to
the Common Per Share Escrow Amount; and (Z) easbebting Share shall be converted into the right¢eive payment from Surviving
Corporation with respect thereto in accordance thithprovisions of the Delaware General Corporaltiaw; provided, however, that the
Initial Closing Consideration shall be subject tjustment pursuant to Section 7.11 below; providiedher, that the Initial Closing
Consideration and applicable Per Share Escrow Amsairall be subject to equitable adjustment irethent of any stock split, stock divide
reverse stock split, or other change in the nurob&iarget Shares outstanding. Each Target Stockhd@ther than the holders of the
Dissenting Shares) shall be entitled to receiveStiges A-1(B) Per Share Escrow Amount, Series B-Per Share Escrow Amount, Series
A-2 Per Share Escrow Amount, Series B Per Sharotws&mount or Common Per Share Escrow Amount, ¥f amd as the case may be,
after deduction for all amounts payable to Buydedusined pursuant to Section 6. No Target Shark lsbaleemed to be outstanding or to
have any rights other than those set forth abowiisn

Section 2.4.5 after the Effective Time.

2.4.6 Conversion of Transitory Subsidiary's Caftaick. At and as of the Effective Time, each sludirEransitory Subsidiary's common
stock, $0.01 par value per share, shall be condv@mte one share of Surviving Corporation's comratmtk, $0.01 par value per share.
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2.4.7 Escrow Fund.

(a) Prior to or simultaneously with the Closingg tBtockholders' Representative and Buyer shalt @nttethe Escrow Agreement with the
Escrow Agent. Pursuant to the terms of the Escrgne@ment, at the Closing, Buyer shall deposit ther@v Fund into an escrow account,
which account is to be managed by the Escrow A@kat"Escrow Account"). In connection with such dsip of the Escrow Fund with the
Escrow Agent and as of the Effective Time, eacliéobf Target Common Shares shall be deemed todmtebuted to the Escrow Amount
an amount per share equal to the Common Per Skarevie Amount, the Berger Family 1998 Revocable shsll be deemed to have
contributed to the Escrow Amount an amount pereskgual to the Series A-1(B) Per Share Escrow Amdtaeikoor Telecom Ltd. shall be
deemed to have contributed to the Escrow Amouramaount per share equal to the Series A-1(T) PereSbscrow Amount, each holder of
Target Series A-2 Shares shall be deemed to hataloated to the Escrow Amount an amount per sbqtal to the Series A-2 Per Share
Escrow Amount, and each holder of Target Serieh& & shall be deemed to have contributed to tb#&sAmount an amount per share
equal to the Series B Per Share Escrow Amountpowithny act of the Target Stockholders. Distribngiof any of the Escrow Fund from the
Escrow Account shall be governed by the terms anditions of the Escrow Agreement. The adoptiothigf Agreement and the approval of
the Merger by the Target Stockholders shall camstiapproval of the Escrow Agreement and of allatrangements relating thereto,
including, without limitation, the placement of tBscrow Fund in escrow and the appointment of thelk®olders' Representative. No port
of the Escrow Fund shall be contributed in respéeiny Company Option or any warrant or other secexercisable or convertible into
Company Stock.

(b) The parties hereby acknowledge and agree thahent of the Escrow Amount to the Target Stockéiadhall be treated as an installrr
obligation for purposes of Section 453 of the Cadd no party shall take any action or filing pasitinconsistent with such characterization.
In addition, the parties hereby agree that, purstcaRroposed Treasury Regulation Section 1.468Bu§ger shall include in income all
interest, dividends and other income earned oicfteow Amount prior to the "determination date" gash term is defined in Proposed
Treasury Regulation Section 1.468B-8), which amswshall, when and if paid to the Target Stockha@dke included as an increase to the
purchase consideration for tax purposes.

2.5. Procedure for Payment.
2.5.1 Immediately after the Effective Time, Buydalw

(a) furnish to the Surviving Corporation (the "Eacige Agent") a corpus (the "Payment Fund") by waasfer consisting of the Initial
Closing Consideration and to pay in full (in acamde with Schedule 2.5):

(1) the amounts owed by Target or its Subsidiaeeghe case may be, to third parties as setdortBchedule

2.5 (the "Target Obligations"); provided, howewégt

(i) any payments pursuant to the Target's incertiaa shall be made through the Surviving Corporatir, if a particular employee entitlec
payment under the Target's incentive plan is thpleyee of a Subsidiary thereof, then through sudbsfliary (either one as applicable the
"Responsible Entity"), such that the ResponsiblgtfEehall pay all amounts due to the respectivelegee under the incentive plan, as well
as make all appropriate and required withholdinthéorelevant tax authority, in each case,
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as required under law and in the amounts and mawmset forth in Schedule 2.5 promptly after thes®lg; and (ii) any payments made to
Israeli holders of options to purchase Common Sticke Target shall be made either through thetéeiserving at that time as the truste
the applicable option plan of the Target (the "Tee¥), or, if in compliance with the provisionstbhE Israeli Income Tax Ordinance and the
regulations promulgated thereunder, then throughrtirget's Israeli subsidiary; in which case, thesfee or the Target's Israeli Subsidiary
the case may be, shall pay the amounts due tariptogee with respect to such options and make ppeopriate withholding to the relevant
tax authority, in each case as required under lahimthe amounts and the manner as set forthhied@de 2.5, promptly after the Closing.
The Responsible Entity, the Trustee, and/or thg&ta Israeli Subsidiary, all as applicable, shedkcure and produce to Buyer all relevant
documentation and payment confirmation in connactiith the payments hereunder and the withholdirtgxes with respect thereto.

(2) the Common Aggregate Consideration to the heldéTarget Common Shares pro rata based on théeuof shares Target Common
Shares held by each;

(3) the Series A-1(B) Aggregate Consideration toBerger Family 1998 Revocable Trust;
(4) the Series A-1(T) Aggregate Consideration ttkder Telecom Ltd.;

(5) the Series A-2 Aggregate Consideration to thlddrs of Target Series A-2 Shares pro rata base¢bdeonumber of Target Series A-2
Shares held by each; and

(6) the Series B Aggregate Consideration to thddrslof Target Series B Shares pro rata basedeonutmber of Target Series B Shares held
by each; and

(b) cause the Exchange Agent to mail a letterafamittal (with instructions for its use) in therfoattached hereto as Exhibit C to each re
holder of outstanding Target Shares for the hdideise in surrendering the certificates that reorEsd his, her, or its Target Shares against
payment of the Initial Closing Consideration. Neeirest will accrue or be paid to the holder of anystanding Target Shares.

2.5.2 The Exchange Agent shall invest the cashidez in the Payment Fund in an interest bearinguat¢provided, however, that the terms
and conditions of the investments shall be sudb agrmit the Exchange Agent to make prompt payroétite Initial Closing Consideration
as necessary. The Exchange Agent shall pay otbetdarget Stockholders any net earnings with dpesuch investments, pro rata in
accordance with the amounts such Target Stockiehterotherwise entitled to receive under Sectidrbzbove.
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2.5.3 The Exchange Agent shall pay over to Surgi@orporation any portion of the Payment Fund reimgi 180 days after the Effective
Time, and thereafter all former stockholders sbalentitled to look to Surviving Corporation (suttjeo abandoned property, escheat, and
other similar laws) as general creditors theredhwéspect to the cash payable upon surrendeeofdbrtificates.

2.6. Closing of Transfer Records. After the clobbusiness on the Closing Date, transfers of Ta®fpetres outstanding prior to the Effective
Time shall not be made on the stock transfer bodl&urviving Corporation.

SECTION 3. TARGET'S REPRESENTATIONS AND WARRANTIES.

Target represents and warrants to Buyer and ToagsBubsidiary that the statements contained s 3iction 3 are correct and complete ¢
the date of this Agreement and will be correct emichplete as of the Closing Date (as though madedhd as though the Closing Date were
substituted for the date of this Agreement throughbis Section 3), except as set forth in theld@ae schedule accompanying this
Agreement (the "Disclosure Schedule™). The Disalestchedule will be arranged in paragraphs corratipg to the lettered and numbered
paragraphs contained in this Section 3 and shallige exceptions to, or otherwise qualify in reasua detail, only the corresponding section
in this Section 3 and any other section hereof w/litas clear, upon a reading of such disclosutbauit any independent knowledge on the
part of the reader regarding the matter discloded,the disclosure is intended to apply to sutielosection.

3.1. Organization, Qualification, and Corporate BgvAuthorization. Each of Target and its Subsid&are corporations duly organized and
validly existing under the laws of the jurisdictioftheir incorporation. Target is in good standingler the laws of the jurisdiction of its
incorporation. Each of Target and its Subsidiagiesduly authorized to conduct business and ageda standing under the laws of each
jurisdiction where such qualification is requirethd to the extent the notion of good standing agph such jurisdiction). Each of Target ¢

of its Subsidiaries have full corporate power auntharity and all licenses, permits, and author@atinecessary to carry on the businesses in
which they are engaged and in which they presgmtpose to engage and to own and use the propewiesd and used by them. Section 3.1
of the Disclosure Schedule lists the directors @fifiders of Target and each of its Subsidiariesg€ahas delivered to Buyer correct and
complete copies of the charter and bylaws for edidrarget and its Subsidiaries (as amended to .dB&) minute books (containing the
records of meetings of the stockholders, the bo&directors, and any committees of the board dalors), the stock certificate books, and
the stock record books for each of Target andutsstliaries are correct and complete. Neither Tlargeany of its Subsidiaries is in default
under or in violation of any provision of its cherbr bylaws. Target has full power and authoiiiigl(ding full corporate power and
authority) to execute and deliver this Agreememt tmnperform its obligations hereunder. This Agreabtonstitutes the valid and legally
binding obligation of Target, enforceable in ac@rce with its terms and conditions, except (a)ragdd by applicable bankruptcy,
insolvency, reorganization, moratorium, and otlagrd of general application affecting enforcemertdrefiitors' rights generally, (b) as limii

by laws relating to the availability of specificrfmance, injunctive relief, or other equitablenedies, and (c) to the extent the
indemnification provisions contained herein mayitvited by applicable federal or state securitesd.
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3.2. Capitalization.

3.2.1 The entire authorized capital stock of Taopetsists of 28,492,442 shares of Common Stoclkagfét, of which 2,240,500 shares are
issued and outstanding, and 17,507,558 sharesfdriRed Stock of Target, of which: (a) 919,180 skdrave been designated as Series A-1
Preferred Stock, all of which are issued and onthtey; (b) 4,739,540 shares have been designatBdraéess A-2 Preferred Stock, all of which
are issued and outstanding; and (c) 11,848,83&slimave been designated as Series B Preferred Sfaekich 7,899,225 are issued and
outstanding. All of the issued and outstanding sh&ave been duly authorized, are validly issudly, paid, and norassessable. There are
outstanding or authorized options, warrants, pwsehahts, subscription rights, conversion rightsshange rights, or other contracts or
commitments that could require Target to issue, sebtherwise cause to become outstanding aiitg cfpital stock. There are no
outstanding or authorized stock appreciation, ptrargtock, profit participation, or similar rightstivrespect to Target. There are no voting
trusts, proxies, or other agreements or understgsdvith respect to the voting of the capital stotKarget.

3.2.2 The entire authorized capital stock of BVihsists of 5,000,000 share of common stock, parevéli®$0.01 per share, of which 100
shares are issued and outstanding. All of the tsane outstanding BVI Shares have been duly auhdriare validly issued, fully paid, and
non-assessable, and are held of record by TarfeteTare no outstanding or authorized options,amést purchase rights, subscription rights,
conversion rights, exchange rights, or other catgrar commitments that could require BVI to issall, or otherwise cause to become
outstanding any of its capital stock. There ar@utstanding or authorized stock appreciation, phrargtock, profit participation, or similar
rights with respect to BVI. There are no votingsts) proxies, or other agreements or understangiitggespect to the voting of the capital
stock of BVI.

3.2.3 The entire authorized capital stock of LTDgists of 39,100 shares, of which 100 ordinaryeshgrar value NI1S1.00 per share, are
issued and outstanding. All of the issued and anthihg shares of capital stock of LTD have beegy duthorized, are validly issued, fully
paid, and non-assessable, and are held of recdB¥/bfree and clear of any restrictions on transfieaxes, Liens, options, warrants, purchase
rights, contracts, commitments, equities, claimmsjemands. There are no outstanding or authoripédrs, warrants, purchase rights,
subscription rights, conversion rights, exchanghts, or other contracts or commitments that coedpliire LTD to issue, sell, or otherwise
cause to become outstanding any of its capitaksfitere are no outstanding or authorized stockesgi@tion, phantom stock, profit
participation, or similar rights with respect toRTThere are no voting trusts, proxies, or otheéeaments or understandings with respect to
the voting of the capital stock of LTD.

3.3. Non-contravention. To Target's Knowledge,hegithe execution and the delivery of this Agreetmeor the consummation of the
transactions contemplated hereby, will (i) violate/ constitution, statute, regulation, rule, injime, judgment, order, decree, ruling, charge,
or other restriction of any government, governmieag@ncy, or court to which any of Target and ithSdiaries is subject or any provision of
the charter or bylaws of any of Target and its ®iiases or (ii) conflict with, result in a bread, constitute a default under, result in the
acceleration of, create in any party the rightdoederate, terminate, modify, or cancel, or reqaimg notice under any agreement, contract,
lease, license, instrument, or other arrangemewhioh any of Target and its Subsidiaries is aypartby which it is bound or to which any of
its assets is subject (or result in the impositibany Lien upon any of its assets). Except asos#t on Section 3.3 of the Disclosure
Schedule, neither Target nor any of its Subsidéamigeds to give any notice to, make any filing wathobtain any authorization, consent, or
approval of
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any government or governmental agency in ordethferParties to consummate the transactions conééaapby this Agreement.

3.4. Brokers' Fees. Neither Target nor any of itbsiliaries has any Liability to pay any fees anauissions to any broker, finder, or agent
with respect to the transactions contemplated isyAgreement.

3.5. Title to Assets. Target and its Subsidiari@sehgood and marketable title to, or a valid leakkimterest in, the properties and assets used
by them, located on their premises, or shown orithst Recent Balance Sheet or acquired after tteetbareof, free and clear of all Liens,
except for properties and assets disposed of i@thaary Course of Business since the date ofMbst Recent Balance Sheet.

3.6. Subsidiaries. BVI is the sole direct Subsigiafr Target, and LTD is the sole direct SubsidiafBVI. Excepts as set forth in the previous
sentence, none of Target, BVI nor LTD owns, diseotl indirectly, any interest (in equity or othes®) in any Person.

3.7. Financial Statements. Attached hereto as ExBilre the following financial statements (cotleely the "Financial Statements"): (i)
audited consolidated balance sheets and statewfeintsome, changes in stockholders' equity, anti dasv as of and for the fiscal years
ended December 31, 2001, December 31, 2002 andribece31, 2003 (the "Most Recent Fiscal Year Endt)lfarget and its Subsidiaries;
and (ii) unaudited consolidated and consolidatiaghce sheets and statements of income, changtsckholders' equity, and cash flow (the
"Most Recent Financial Statements") as of andfferthree months ended March 31, 2004 (the "MoséeRdeiscal Month End") for Target
and its Subsidiaries. The Financial Statementsdu(tiieg the notes thereto) have been prepared iordance with GAAP throughout the
periods covered thereby, present fairly in all mateespects the financial condition of Target #sdSubsidiaries as of such dates and the
results of operations of Target and its Subsidsafiée such periods, are correct and complete imaterial respects, and are consistent witl
books and records of Target and its Subsidiaridscfwbooks and records are correct and completeyjged, however, that the Most Recent
Financial Statements are subject to normal yeaadjustments (which will not be material indivadly or in the aggregate) and lack footn:
and other presentation items.

3.8. Events Subsequent to Most Audited FinancialeBtents. Since December 31, 2003, there has antdrg Material Adverse Change.
Without limiting the generality of the foregoindnee that date:

3.8.1 neither Target nor any of its Subsidiaries $@d, leased, transferred, or assigned any ak#sts, tangible or intangible, other than it
Ordinary Course of Business;

3.8.2 neither Target nor any of its Subsidiaries ¢ratered into any agreement, contract, leas&esrse (or series of related agreements,
contracts, leases, and licenses) either involviogenthan $20,000 or outside the Ordinary Courdgusiness;

3.8.3 no party (including Target and any of its Sidiaries) has accelerated, terminated, modifiedaacelled any agreement, contract, lease,
or license (or series of related agreements, costrieases, and licenses) involving more than@R0to which Target or any of its
Subsidiaries is a party or by which any of therbhasnd;
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3.8.4 neither Target nor any of its Subsidiaries ihgposed any Liens upon any of its assets, tamgibintangible;

3.8.5 neither Target nor any of its Subsidiaries inade any capital expenditure (or series of reélespital expenditures) either involving
more than $10,000 or outside the Ordinary Courdgusiness;

3.8.6 neither Target nor any of its Subsidiaries i@ade any capital investment in, any loan tongracquisition of the securities or assets of,
any other Person (or series of related capitalstments, loans, and acquisitions) either involvimare than $10,000 or outside the Ordinary
Course of Business;

3.8.7 neither Target nor any of its Subsidiaries isaued any note, bond, or other debt securityeated, incurred, assumed, or guaranteed
any indebtedness for borrowed money or capitalizage obligation either involving more than $5,80®ly or $10,000 in the aggregate;

3.8.8 neither Target nor any of its Subsidiaries telayed or postponed the payment of accountspmgad other Liabilities outside the
Ordinary Course of Business;

3.8.9 neither Target nor any of its Subsidiaries ¢tencelled, compromised, waived, or releasedighy or claim (or series of related rights
and claims) either involving more than $10,000 atsale the Ordinary Course of Business;

3.8.10 neither Target nor any of its Subsidiarias tnansferred, assigned, or granted any licenseldicense of any rights under or with
respect to any Intellectual Property outside thdiary Course of Business;

3.8.11 there has been no material change maddtwraed in the charter or bylaws of any of Targed its Subsidiaries;

3.8.12 neither Target nor any of its Subsidiarias issued, sold, or otherwise disposed of anysafdpital stock, or granted any options,
warrants, or other rights to purchase or obtaialditing upon conversion, exchange, or exercise)adiitg capital stock;

3.8.13 neither Target nor any of its Subsidiarias theclared, set aside, or paid any dividend oreraag distribution with respect to its capital
stock (whether in cash or in kind) or redeemedcipased, or otherwise acquired any of its capitalkst

3.8.14 neither Target nor any of its Subsidiarias &xperienced any damage, destruction, or losstii@hor not covered by insurance) to its
property;

3.8.15 neither Target nor any of its Subsidiari@s imade any loan to, or entered into any othesaetion with, any of its directors, officers,
and employees outside the Ordinary Course of Basjne

3.8.16 neither Target nor any of its Subsidiarias éntered into any employment contract or colledviargaining agreement, written or oral,
or modified the terms of any existing such cont@chgreement;

3.8.17 neither Target nor any of its Subsidiarias §ranted any increase in the base compensatanyaif its directors, officers, and
employees outside the Ordinary Course of Business;
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3.8.18 neither Target nor any of its Subsidiari@s &dopted, amended, modified, or terminated anydygrofit sharing, incentive, severance,
or other plan, contract, or commitment for the lig¢rod any of its directors, officers, and emplogder taken any such action with respect to
any other Employee Benefit Plan);

3.8.19 neither Target nor any of its Subsidiarias imade any other change in employment terms foofits directors, officers, and
employees outside the Ordinary Course of Business;

3.8.20 neither Target nor any of its Subsidiarias imade or pledged to make any charitable or otqatal contribution outside the Ordinary
Course of Business;

3.8.21 there has not been any other material o&coe; event, incident, action, failure to actransaction outside the Ordinary Course of
Business involving Target or any of its Subsidigyie

3.8.22 neither Target nor any of its Subsidiarias tischarged a material Liability or Lien outside Ordinary Course of Business;
3.8.23 neither Target nor any of its Subsidiari@s imade any loans or advances of money in exce&s0dd00;

3.8.24 neither Target nor any of its Subsidiarias tlisclosed any Confidential Information outsiue ©@rdinary Course of Business and not in
connection with or pursuant to a nondisclosure egent (or other similar agreement providing forphetection of such information);

3.8.25 neither Target nor any of its Subsidiarias imade payment of royalties under any contracthiaations or in connection with any
governmental or quasi governmental subsidy or @mogin each case outside the Ordinary Course ahBss;,

3.8.26 neither Target nor any of its Subsidiarias éntered into any agreement restricting itstglidi compete in any market outside the
Ordinary Course of Business;

3.8.27 neither Target nor any of its Subsidiarias imade a payment of any indemnity fees or paymamtsr its “directors and officers"
insurance policy to any of its directors or offiseand

3.8.28 neither Target nor any of its Subsidiari@s tommitted to any of the foregoing.

3.9. Undisclosed Liabilities. Neither Target noy ari its Subsidiaries has any Liability (and thex@o Basis for any present or future action,
suit, proceeding, hearing, investigation, chargepm@aint, claim, or demand against any of themrgjvise to any Liability), except for (i)
Liabilities set forth on the face of the Most RecBalance Sheet (rather than in any notes theagtd)ii) Liabilities that have arisen after the
Most Recent Fiscal Month End in the Ordinary CowsBusiness (none of which results from, arisetsoburelates to, is in the nature of, or
was caused by any breach of contract, breach atwgy, tort, infringement, or violation of law).

3.10. Legal Compliance. To the knowledge of Targath of Target, its Subsidiaries, and their redpepredecessors and Affiliates have
complied with all applicable laws (including rulesgulations, codes, plans, injunctions, judgmesrders, decrees, rulings, and charges
thereunder and including the Foreign Corrupt PcastiAct, 15 U.S.C. 78dd-1 et seq.) of federalestatal,
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and foreign governments (and all agencies theraaf),neither Target nor any of its Subsidiariesrhasived notice that any action, suit,
proceeding, hearing, investigation, charge, complaiaim, demand, or notice has been filed or cemred against any of them alleging any
failure so to comply.

3.11. Tax Matters.

3.11.1 Each of Target and its Subsidiaries haee filll Tax Returns that they were required touditeler applicable laws and regulations. All
such Tax Returns were correct and complete ireapects and were prepared in substantial compliaitbeall applicable laws and
regulations. All Taxes due and owing by Targetroyr s Subsidiaries (whether or not shown on ary Raturn) have been paid or accrued in
the Financial Statements. Neither Target nor ar{s@ubsidiaries currently is the beneficiary ny &xtension of time within which to file

any Tax Return. No claim has ever been made by#no#ty in a jurisdiction where Target or any tff Subsidiaries does not file Tax Rett
that Target or any of its Subsidiaries is or maygblgject to taxation by that jurisdiction. There ap Liens for Taxes (other than Taxes no
due and payable) upon any of the assets of Targetyoof its Subsidiaries.

3.11.2 Each of Target and its Subsidiaries haviheitd and paid all Taxes required to have beerhwithand paid in connection with any
amounts paid or owing to any employee, independemiractor, creditor, stockholder, or other thiedtyp.

3.11.3 No director or officer (or employee respbtesfor Tax matters) of Target or any of its Sulmigs expects any authority to assess any
additional Taxes for any period for which Tax Rethave been filed. To the Knowledge of Targetfaneign, federal, state, or local tax
audits or administrative or judicial Tax proceedirage pending or being conducted with respect tgéfar any of its Subsidiaries. Neither
Target nor any of its Subsidiaries has receivenhfamy foreign, federal, state, or local taxing autly (including jurisdictions where Target
its Subsidiaries have not filed Tax Returns) any

(a) notice indicating an intent to open an audibthier review, (b) request for information relatedrax matters, or (c) notice of deficiency or
proposed adjustment for any amount of Tax proposeskrted, or assessed by any taxing authoritpsigbarget or any of its Subsidiaries.
Target has provided Buyer with true and correcienpf all Tax Returns filed with respect to anyTafget or its Subsidiaries for taxable
periods ended on or after December 31, 2000. Se8tidl.3 of the Disclosure Schedule indicates tA@seReturns that have been audited,
and indicates those Tax Returns that currentiffeesubject of audit. Target has delivered to Buygrect and complete copies of all federal
income Tax Returns, examination reports, and statsiof deficiencies assessed against or agrdadTarget or any of its Subsidiaries filed
or received since December 31, 2000.

3.11.4 Neither Target nor any of its Subsidiarias Wwaived any statute of limitations in respectafes or agreed to any extension of time
with respect to a Tax assessment or deficiency.

3.11.5 Neither Target nor any of its Subsidiargea party to any agreement, contract, arrangemesiap that has resulted or could result,
separately or in the aggregate, in the paymerd)ddify "excess parachute payment" within the meaoifitCode Section 280G (or any
corresponding provision of state, local or foreigax law) and (b) any amount that will not be fullgductible as a result of Code Section 162
(m) (or any corresponding provision of state, lamaloreign Tax law). Neither Target nor any of$isbsidiaries has been a United States real
property holding corporation within the meaningQufde Section 897(c)(2) during the applicable pesioecified in Code Section
897(c)(1)(A)(ii). Neither Target nor any of its Suidliaries is a party to or bound by any Tax allmzabr sharing agreement. Neither Target
nor any of its Subsidiaries has any Liability fbetTaxes of any Person (other than Target or aitg Subsidiaries) as a transferee or
successor, by contract, or otherwise.
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3.11.6 The unpaid Taxes of Target and its Subsédialid not, as of the Most Recent Fiscal Month ,Eexa@eed the reserve for Tax Liability
set forth on the face of the Most Recent BalanezeS{rather than in any notes thereto). Since #te df the Most Recent Balance Sheet,
neither Target nor any of its Subsidiaries hasrirezliany liability for Taxes arising from extraandry gains or losses, as that term is used in
GAAP, outside the Ordinary Course of Business atest with past custom and practice.

3.11.7 Neither Target nor any of its Subsidiariédshve required to include any item of income im,exclude any item of deduction from,
taxable income for any taxable period (or portioeréof) ending after the Closing Date as a resudhg:

(a) change in method of accounting for a taxabteodesnding on or prior to the Closing Date;

(b) "closing agreement" as described in Code Sedti?1 (or any corresponding or similar provisidrstate, local or foreign income Tax
law) executed on or prior to the Closing Date;

(c) intercompany transaction or excess loss acatestribed in Treasury Regulations under Code &e&602 (or any corresponding or
similar provision of state, local or foreign incorfax law);

(d) installment sale or open transaction dispasitiade on or prior to the Closing Date; or
(e) prepaid amount received on or prior to the @pPate.

3.11.8 Neither Target nor any of its Subsidiarias tistributed stock of another Person, or hasteatock distributed by another Person, in a
transaction that was purported or intended to hegmd in whole or in part by Code Section 355 od€Section 361.

3.12. Real Property. Neither Target nor its Sulasids owns any real property.
3.13. Intellectual Property.

3.13.1 Target and its Subsidiaries own and poswesave the right to use pursuant to a valid aridreaable written license, sublicense,
agreement, or permission all Intellectual Propadgessary for the operation of the business ofefangd its Subsidiaries as presently
conducted and as presently proposed to be conduteept for such items as have yet to be concavel@veloped or that are expected to be
available for licensing on reasonable terms fromdtharties. Each item of Intellectual Property @aror used by Target or any of its
Subsidiaries immediately prior to the Closing vidl owned or available for use by Target or its &lidlwses on identical terms and conditions
immediately subsequent to the Closing. Each of 8taaigd its Subsidiaries have taken CommerciallysBeable action to maintain and pro
each item of Intellectual Property that it owns.

3.13.2 Neither Target nor any of its Subsidiarias, lto its Knowledge, interfered with, infringedoap misappropriated, or otherwise come
into conflict with any Intellectual Property righté third parties, and neither Target nor any ef3tibsidiaries has ever received any charge,
complaint, claim, demand, or notice alleging anghsimterference, infringement, misappropriationyiotation (including any claim that
Target or any of its Subsidiaries must licenseefrain from using any Intellectual Property rigbfsany third party). To the Knowledge of
either Target or any of its
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Subsidiaries, no third party has interfered wittfitinged upon, misappropriated, or otherwise comte ¢onflict with any Intellectual Property
rights of Target or any of its Subsidiaries.

3.13.3 Section 3.13.3 of the Disclosure Schedwdatifles each patent, trademark or registered égpt/that is owned by Target or any of its
Subsidiaries with respect to any of its Intellet®eoperty, identifies each pending patent apglcabr application for trademark or copyright
registration that Target or any of its Subsidiatias made with respect to any of its Intellectuaperty, and identifies each license,
sublicense, agreement, or other permission thajetar any of its Subsidiaries has granted to himgl party with respect to any of its
Intellectual Property (other than customer arrang@sientered into in the Ordinary Course of Bugsinekarget has delivered to Buyer cori
and complete copies of all such patents, registratiapplications, licenses, sublicenses, agreasmemd permissions (as amended to date
have made available to Buyer correct and complgbées of all other written documentation evidenaingnership and prosecution (if
applicable) of each such patent, trademark, copyngapplication for any of the foregoing. Sect®&®3.3 of the Disclosure Schedule also
identifies each unregistered trademark, servic&kieade name, corporate name or Internet domairerthat is owned and used by Target or
any of its Subsidiaries in connection with anyteflusinesses. With respect to each item of Imteisé Property required to be identified in
Section 3.13.3 of the Disclosure Schedule:

(a) Target and its Subsidiaries own and possesgght] title, and interest in and to the item gfiend clear of any Lien, license, or other
restriction or limitation regarding use or disclosother than customer arrangements enteredrirtteei Ordinary Course of Business);

(b) the item is not subject to any outstandingniafion, judgment, order, decree, ruling, or charge;

(c) no action, suit, proceeding, hearing, or (® kKmowledge of Target) investigation is pending] an charge, complaint, claim, or demand
has been received by Target or any of its Subsédianr to the Knowledge of any of Target or its Sdiaries, is threatened that challenges the
legality, validity, enforceability, use, or owneigtof the item, and, to the Knowledge of any ofdedror its Subsidiaries, there are no grounds
for the same;

(d) neither Target nor any of its Subsidiaries & agreed to indemnify any Person for or againgtinterference, infringement,
misappropriation, or other conflict with respecthe item (other than pursuant to customer arraegésrentered into in the Ordinary Course
of Business); and

(e) no loss or expiration of the item is threatenmhding, or reasonably foreseeable, except fi@npmand registrations expiring at the end of
their statutory terms (and not as a result of aitypoaomission by Target or its Subsidiaries, idahg without limitation, a failure by Target or
its Subsidiaries to pay any required maintenanes fg¢her than intentional decisions to permit aamgipt or registration to lapse).

3.13.4 Section 3.13.4 of the Disclosure Schedwdatifles each item of Intellectual Property thay &émrd party owns and that Target or an'
its Subsidiaries uses pursuant to license, suld&esgreement, or permission. Target has delierBdiyer correct and complete copies of all
such licenses, sublicenses, agreements, and pemsigas amended to date). With respect to eashadfdntellectual Property required to be
identified in Section 3.13.4 of the Disclosure Stile:

(a) the license, sublicense, agreement, or peromssvering the item is legal, valid, binding, ecfable, and in full force and effect;
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(b) the license, sublicense, agreement, or peraomsasill continue to be legal, valid, binding, enderble, and in full force and effect on
identical terms following consummation of the tractions contemplated hereby;

(c) no party to the license, sublicense, agreenmemermission has given notice to the other tsanf the date hereof, it is in breach or
default, and to the Knowledge of Target, no everst fccurred that with notice or lapse of time warddstitute a breach or default or permit
termination, modification, or acceleration thereand

(d) no party to the license, sublicense, agreencemtermission has repudiated any provision thereafwritten or oral notice to the other
party;

(e) to the Knowledge of Target, the underlying itefintellectual Property is not subject to anystanding injunction, judgment, order,
decree, ruling, or charge;

(f) no action, suit, proceeding, hearing, or (te Knowledge of Target) investigation is pending] ao charge, complaint, claim, or demand
has been received by Target or any of its Subsédianr to the Knowledge of any of Target or its Sdiaries, is threatened that challenges the
legality, validity, or enforceability of the undgithg item of Intellectual Property, and to the Kredge of Target there are no grounds for the
same; and

(9) neither Target nor any of its Subsidiaries ¢n@nted any sublicense or similar right with respeche license, sublicense, agreement, or
permission (other than pursuant to customer arraegés entered into in the Ordinary Course of Bussihe

3.13.5 Sellers have taken Commercially Reasonatiens to maintain and protect all of the IntelledtProperty owned by Target and its
Subsidiaries. To the Knowledge of any of Targeamy of its Subsidiaries, none of the owners of affthe Intellectual Property licensed to
Target and its Subsidiaries have failed to take @encially Reasonable actions to maintain and ptakecintellectual Property covered by
such license.

3.13.6 Neither Target nor any of its Subsidiarias received notice from any governmental authéhiéy Target or any of its Subsidiaries has
not complied in all material respects with and @esently not in compliance in all material resperith all foreign, federal, state, local,
governmental (including, but not limited to, thedeeal Trade Commission and State Attorneys Genexdiinistrative or regulatory laws,
regulations, guidelines and rules applicable to@iis Intellectual Property.

3.14. Tangible Assets. Target and its Subsidianes or lease all buildings, machinery, equipment] ather tangible assets necessary for the
conduct of their business as presently conductddaarpresently proposed to be conducted. Eachtangible asset is free from defects
(patent and latent), has been maintained in acnoedaith normal industry practice, is in good opi@gcondition and repair (subject to
normal wear and tear), and is suitable for the psep for which it presently is used and presestfyroposed to be used.

3.15. Grants, Incentives and Subsidies. Neitheg@dtamor its Subsidiaries has any grants, incentweksubsidies that are pending and
outstanding as of the date hereof from the Govemtioiethe State of Israel or any agency thereoff@am any governmental entity.

3.16. Contracts. Section 3.16 of the Disclosures8ale lists the following contracts and other agreets to which Target or any of its
Subsidiaries is a party:
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3.16.1 any agreement (or group of related agreeshémtthe lease of personal property to or frop Barson providing for lease payments in
excess of $10,000 per annum;

3.16.2 any agreement (or group of related agreeshémtthe purchase or sale of raw materials, codities, supplies, products, or other
personal property, or for the furnishing or receipservices, the performance of which will extever a period of more than 1 year, the
performance or cancellation of which would resmlaimaterial loss to Target or any of its Subsidgror involve consideration in excess of
$10,000;

3.16.3 any agreement concerning a partnershipmnjenture;

3.16.4 any agreement (or group of related agreeshanter which it has created, incurred, assunreglj@anteed any indebtedness for
borrowed money, or any capitalized lease obligatioexcess of $10,000 or under which it has imgaséien on any of its assets, tangible
intangible;

3.16.5 any agreement concerning confidentialitpan-competition entered into outside the OrdinaoyiGe of Business;

3.16.6 any profit sharing, stock option, stock pase, stock appreciation, deferred compensatiopraece, or other material plan or
arrangement for the benefit of its current or formieectors, officers, and employees;

3.16.7 any collective bargaining agreement;

3.16.8 any agreement for the employment of anyiddal on a full-time, part-time, consulting, ohet basis providing annual compensation
in excess of $100,000 or providing severance benefi

3.16.9 any agreement under which it has advancémhoed any amount to any of its directors, officand employees outside the Ordinary
Course of Business;

3.16.10 any agreement under which the consequefieedefault or termination could reasonably hawagerial Adverse Effect;

3.16.11 any agreement under which it has grantgdPanson any registration rights (including, withtonitation, demand and piggyback
registration rights);

3.16.12 any settlement, conciliation or similaresgnent, the performance of which will involve payinafter the Closing Date of
consideration in excess of $10,000;

3.16.13 any agreement under which Target or atitg &ubsidiaries has advanced or loaned any o#traoR amounts in the aggregate
exceeding $10,000;

3.16.14 which provides for any license of IntelledtProperty (unless otherwise set forth in thec@sure Schedule or outside the Ordinary
Course of Business);

3.16.15 any other agreement (or group of relatedesments) the performance of which involves comatiten in excess of $10,000; or

19



3.16.16 which constitutes an undertaking or agrexmvéh the Office of the Chief Scientist of the dBtry of Industry and Trade of the State
of Israel or the Investment Center of the Minisifyndustry and Trade of the State of Israel, or ather Israeli governmental entity.

Target has delivered to Buyer a correct and coralepy of each written agreement (as amended &) listed in Section 3.16 of the
Disclosure Schedule and a written summary settinilp the terms and conditions of each oral agreémeéerred to in Section 3.16 of the
Disclosure Schedule. With respect to each sucteaggat: (A) the agreement is legal, valid, bindiegforceable, and in full force and effect;
(B) the agreement will continue to be legal, valithding, enforceable, and in full force and effentidentical terms following the
consummation of the transactions contemplated fre(€)) neither Target nor its Subsidiaries are mtenial breach or material default, anc
the Knowledge of Target or any of its Subsidiarfresgvent has occurred that with notice or lapsinté would constitute a material breacl
material default, or permit termination, modificatj or acceleration, under the agreement; andq et Knowledge of Target or any of its
Subsidiaries, no party has repudiated any provisfdhe agreement.

3.17. Notes and Accounts Receivable. All notesambunts receivable of Target and its Subsidiatieseflected properly on their books :
records, are valid receivables subject to no setmficounterclaims, are current and collectibléjextt only to the reserve for bad debts set
forth on the face of the Most Recent Balance S{radéter than in any notes thereto) as adjustethtopassage of time through the Closing
Date in accordance with the past custom and peaofidarget and its Subsidiaries.

3.18. Powers of Attorney. There are no outstangmgers of attorney executed on behalf of Targetyr of its Subsidiaries.

3.19. Insurance. Section 3.19 of the Disclosuree8ale lists each insurance policy (including pelscproviding property, casualty, liability,
and workers' compensation coverage and bond aetiysanrangements) to which Target or any of itssRiiaries was been a party, a named
insured, or otherwise the beneficiary of coveradgeesits inception. True and correct copies of eauath insurance policy have been provided
to Buyer, including the name, address and telephongber of the agent and a history of any claimsuarh policies. With respect to each
such insurance policy: (A) the policy is legal,idabinding, enforceable, and in full force andeetf (B) the policy will continue to be legal,
valid, binding, enforceable, and in full force aafect on identical terms following the consummataf the transactions contemplated her:

(C) neither Target, nor any of its Subsidiaries, tmthe Knowledge of Target or any of its Sulesidis, any other party to the policy is in
breach or default (including with respect to thgrpant of premiums or the giving of notices), andewent has occurred that, with notice or
the lapse of time, would constitute such a breaatetault, or permit termination, modification, aeceleration, under the policy; and (D) to
the Knowledge of Target or any of its Subsidiaries party to the policy has repudiated any prowvigkereof. Each of Target and its
Subsidiaries have been covered since inceptiondiyrance in scope and amount customary and rededpnakimilarly situated businesses
which they have engaged since inception. Sectib® 8f the Disclosure Schedule describes any ssifrance arrangements affecting Target
or any of its Subsidiaries.

3.20. Litigation. Section 3.20 of the Disclosurén&dule sets forth each instance in which Targangrof its Subsidiaries (i) is subject to any
outstanding injunction, judgment, order, decrebngy or charge or (i) is a party or, to the Knedbe of any of Target or its Subsidiaries, is
threatened to be made a party to any action, mwiteeding, hearing, or investigation of, in, ofooe any court or quasi-judicial or
administrative agency of any federal, state, lomafpreign jurisdiction
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or before any arbitrator. None of the actions,ssyitoceedings, hearings, and investigations st iio Section 3.20 of the Disclosure
Schedule could reasonably be expected to resattyrMaterial Adverse Change. None of Target oBitbsidiaries has any reason to believe
that any such action, suit, proceeding, hearingnwastigation may be brought or threatened agdiasget or any of its Subsidiaries or that
there is any Basis for the foregoing. No actioiit, g proceeding is pending or threatened befageamurt or quasi-judicial or administrative
agency of any federal, state, local, or foreigusjliction or before any arbitrator wherein an umiable injunction, judgment, order, decree,
ruling, or charge would (A) prevent consummatiorany of the transactions contemplated by this Agesd, (B) cause any of the
transactions contemplated by this Agreement teebeimded following consummation, (C) adverselyaftae right of Buyer to own the
capital stock of Surviving Corporation and to cohBurviving Corporation and its Subsidiaries, Dy &dversely affect the right of any of
Surviving Corporation and its Subsidiaries to ovgnaissets and to operate its business (and ndrgunbtion, judgment, order, decree, rulii
or charge shall be in effect).

3.21. Product Rights. Neither Target nor any ofiibsidiaries has granted rights to manufactuseymre, assemble, license, market, or sell
their respective products to any other Personname of them is bound by any agreement that affescebility or right to develop,
manufacture, assemble, distribute, market or Belf products world-wide, or the conduct of thaisimess as conducted or as proposed to be
conducted.

3.22. Employees.

3.22.1 None of Target or any of its Subsidiariglsdand by or subject to any, express or implietdhmitment or arrangement with any labor
union, and no labor union represents any emplogepsrsonnel used by Target or any of its SubsaiaNone of Target or any of its
Subsidiaries have or are subject to, and no emplthereof benefits from, any "extension order"diash term is used under Israeli law).
Target and its Subsidiaries have made availabButer true and complete copies of (i) employee egemnts listed on Section 3.23.1 of the
Disclosure Schedule and (i) labor or collectivegagning agreements listed on Section 3.23.1 ofiiselosure Schedule, together with all
written amendments, supplements and side lettéestady the duties, rights and obligations of aayty thereunder.

3.22.2 Each of Target and its Subsidiaries has hadns in compliance with all applicable laws paing to the employment of labor,
including all such laws and orders relating to weadmwurs, overtime, collective bargaining, discration, civil rights, safety and health,
workers' compensation and the collection and paymwiewithholding and/or National Security payme(sthin their meaning under Israeli
laws), and similar taxes.

3.22.3 The employment of each employee of TargettarSubsidiaries and personnel used by thenmisinable at will (notwithstanding any
contractual obligations for notice in the eventesmination).

3.22.4 Any and all required set aside accrualsraserves for current and future remunerations ofdts and its Subsidiaries' employees and
personnel used by them (including for deferred cemsation, sick leave, prior notices, severanceggemaént or other payments required under
any applicable laws in connection with employmengrmployees), have been so reserved, set asideandance with GAAP, and/or are fu
funded. All amounts that Target or any of its Sdlzsies are legally or contractually required eitfigto deduct from its employees' salaries
or to transfer to such employees' pension, liferiasce, managerial insurance, incapacity insuraurgjnuing education fund, provident fu

or other similar fund (each an "Employee's Fund"}iipto withhold from their
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employees' salaries and pay to any governmentity @strequired by the Israeli Income Tax Ordinafiddew Version) and any other
applicable Law have, in each case, been duly dedutrtansferred or withheld. None of Target or ahigs Subsidiaries has any outstanding
obligations to make any deductions, transfers, alting or payments and/or is in any incompliandghwespect to the provision of adequate
cash payments to any of the Employees' Funds.

3.22.5 None of Target or any of its Subsidiaridigisle for any material payment to any trust drestfund or to any governmental entity, with
respect to unemployment compensation benefitspNaltiSecurity or other benefits or obligationsdamployees (other than routine payments
to be made in the Ordinary Course of Business). gauerance or termination benefits payable by d&farget or its Subsidiaries as a result
of the termination of any agreements with their Eayges, are listed on Section 3.23.5 of the Dissl®$Schedule.

3.22.6 All of Target's and its Subsidiaries' empleynt agreements are listed in Section 3.23.6 t®thelosure Schedule.

3.22.7 There are no, and in the preceding 24 mdhtrs were no, labor strikes, disputes, slow dosvrstoppages pending or threatened
against Target or any of its Subsidiaries by theiployees or any representatives of their employees

3.23. Guaranties. Neither Target nor any of itss®liaries is a guarantor or otherwise is liabledoy Liability (including indebtedness) of
any other Person.

3.24. Environmental and Safety Matters. Except @aslavnot reasonably be expected, individually othi@ aggregate, to have a Material
Adverse Effect: (i) Hazardous Materials have narbgenerated, used, treated, stored on, transpgortedrom or Released or disposed of
any real property of Target or its Subsidiariezegt in compliance with applicable Environmentad &afety Requirements; (ii) each of
Target and its Subsidiaries is in compliance witlapplicable Environmental and Safety Requiremamis the requirements of any permits
and authorizations issued thereunder; (iii) eachavfet and its Subsidiaries has obtained all gerraguired under applicable Environmental
and Safety Requirements for the operations of tiesipective businesses; (iv) there are no pastlipgr threatened environmental claims
against Target or its Subsidiaries or any of thedperty; and (v) neither Target nor any of its Sidiaries is subject to any outstanding writ
orders or agreements with any governmental erggpecting (A) Environmental and Safety RequiremédBisremedial action or (C) any
Release or threatened Release of a Hazardous Materi

3.25. Customers and Suppliers.

3.25.1 Section 3.25 of the Disclosure Schedule ths 10 largest customers of Target (on a coraelilbasis) and sets forth opposite the
name of each such customer the percentage of édasal net sales attributable to such customer.

3.25.2 Since the date of the Most Recent BalaneetSho material supplier of Target or any of ib&diaries has indicated that it shall stop,
or materially decrease the rate of, supplying ni@terproducts or services to Target or any oSitdsidiaries, and no customer listed on
Section 3.25 of the Disclosure Schedule has inglitHtat it shall stop, or materially decrease #te of, buying materials, products or serv
from Target or any of its Subsidiaries.
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3.26. Disclosure. The representations and warraotatained in this Section 3 do not contain antyuenstatement of a material fact or omit
to state any material fact necessary in order teentlae statements and information contained inSkigtion 3 not misleading.

SECTION 4. BUYER'S AND TRANSITORY SUBSIDIARY'S REEFSENTATIONS AND WARRANTIES.

Each of Buyer and Transitory Subsidiary represantswarrants to Target that the statements comtaimghis Section 4 are correct and
complete as of the date of this Agreement andbeiltorrect and complete as of the Closing Datéh@sgh made then and as though the
Closing Date were substituted for the date of fgseement throughout this Section 4).

4.1. Organization. Each of Buyer and Transitoryssdilry is a corporation duly organized and valielkfsting under the laws of the
jurisdiction of its incorporation (or other formeti).

4.2. Authorization of Transaction. Each of Buyed dmansitory Subsidiary has full power and authyofiihcluding full corporate power and
authority) to execute and deliver this Agreememt tmnperform its obligations hereunder. This Agreabtonstitutes the valid and legally
binding obligation of each of Buyer and Transit&ybsidiary, enforceable in accordance with its seamd conditions.

4.3. Non-contravention. Neither the execution aelivdry of this Agreement, nor the consummatiohef transactions contemplated hereby,
will (i) violate any constitution, statute, regutat, rule, injunction, judgment, order, decreeimy) charge, or other restriction of any
government, governmental agency, or court to whitler Buyer or Transitory Subsidiary is subjectany provision of the charter, bylaws,
other governing documents of either Buyer or TrangiSubsidiary or (ii) conflict with, result inlareach of, constitute a default under, result
in the acceleration of, create in any party thatrtg accelerate, terminate, modify, or canceteguire any notice under any agreement,
contract, lease, license, instrument, or othemgement to which either Buyer or Transitory Sulasiglis a party or by which it is bound or to
which any of its assets is subject, except whezeviblation, conflict, breach, default, acceleratitermination, modification, cancellation, or
failure to give notice would not have a Materialvkdse Effect on the ability of the Parties to canmate the transactions contemplated by
this Agreement.

4.4. Brokers' Fees. Neither Buyer nor Transitorpstdiary has any liability or obligation to pay af@ees or commissions to any broker, fint
or agent with respect to the transactions contetegblay this Agreement for which Target or any sfSubsidiaries could become liable or
obligated.

SECTION 5. COVENANTS.
The Parties agree as follows with respect to thimgdrom and after the execution of this Agreement

5.1. General. Each of the Parties will use its Cemumally Reasonable efforts to take all actions tando all things necessary, proper, or
advisable in order to consummate and make effetiiwéransactions contemplated by this Agreement.

5.2. Regulatory Matters and Approvals. Each ofRhdies will give any notices to, make any filingish, and use its best efforts to obtain any
authorizations, consents, and approvals of goventsne
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and governmental agencies necessary, proper, &addiy in order to consummate and make effectiggrinsactions contemplated by this
Agreement.

5.3. Opinions of Counsel. Target shall cause GusmeDettmer Stough Villeneuve Franklin & HachigiahP and Meitar, Liquornik, Geva

& Leshem, Brandwein to deliver to Buyer and TramsitSubsidiary an opinion in form and substanceedgorth in Exhibit D-1 and Exhibit

D-2, respectively, attached hereto, addressed yemBand Transitory Subsidiary dated as of the Gbp&late. Buyer shall cause Graham &

Dunn, PC to deliver to Target an opinion in fornd aubstance as set forth in Exhibit E attachedtbeaeldressed to Target dated as of the
Closing Date.

5.4. Resignation of Officers and Directors. Taigi®ll cause each director and officer of Targetiem8ubsidiaries to deliver to Buyer and
Transitory Subsidiary resignations, effective athefClosing.

SECTION 6. SURVIVAL OF REPRESENTATIONS AND WARRANEE; INDEMNITY; ESCROW.

6.1. Survival of Representations and WarrantiesofAthe representations and warranties of the @tazgntained in this Agreement shall
survive the Closing hereunder (even if the damdygcer or Transitory Subsidiary knew or had reasokrntow of any misrepresentation or
breach of warranty or covenant at the time of @igsand continue in full force and effect until fimst anniversary of the Closing Date. The
representations and warranties of Buyer and Tranysiubsidiary contained in this Agreement, orrig astrument delivered pursuant to this
Agreement, shall survive the Closing hereunderrefthe damaged Target knew or had reason to ksfoamy misrepresentation or breact
warranty or covenant at the time of Closing) andticae in full force and effect until the first amarsary of the Closing Date.

6.2. Escrow. At the Effective Time, the Target &twalders (other than holders of Dissenting Shaséitpe deemed to have received and
consented to the deposit with the Escrow AgenhefEscrow Amount without any act required on the pany Target Stockholder. On the
Closing Date, Buyer will deposit the Escrow Amouwiith the Escrow Agent, such deposit to constitutescrow fund (the "Escrow Fund")
be governed by the terms hereof and the Escrowehgeat and at Buyer's cost and expense.

6.3. Indemnification Provisions for Buyer's Benselffit the event Target breaches (or in the eventlaing party alleges facts that, if true,
would mean Target has breached) any of its reptaens, warranties, and covenants contained hédeilermined without regard to any
limitation or qualification by materiality) and, @rided that Buyer makes a written claim for indefication against Stockholder
Representative pursuant to Section 7.7 below withénsurvival period, then the Target Stockholdetiser than the holders of Dissenting
Shares) shall be obligated, severally and notljoarid based solely on their relative contributiomshe Escrow Amount, to indemnify Buyer,
except as limited pursuant to Section 6.7 beloemfand against the entirety of any Adverse ConsempgeBuyer may suffer (including any
Adverse Consequences Buyer may suffer after theoeady applicable survival period) resulting froanising out of, relating to, in the natt
of, or caused by the breach (or the alleged bre@ciigctively, the "Buyer Adverse Consequences").
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6.4. Indemnification Procedures.

6.4.1 For purposes of this Section 6.4, a partynagavhich indemnification may be sought is refdrte as the "Indemnifying Party" and the
party which may be entitled to indemnification éfarred to as the "Indemnified Party."

6.4.2 The obligations and liabilities of Indemnifgi Parties under this

Section 6 with respect to Adverse Consequenceis@ifisom actual or threatened claims or demandanyythird party which are subject to
the indemnification provided for in this Sectiorf"®hird Party Claims") shall be governed by andtewgent upon the following additional
terms and conditions: if an Indemnified Party shedleive notice of any Third Party Claim, the Indéfired Party shall give the Indemnifying
Party notice of such Third Party Claim within 9¢/daf the receipt by the Indemnified Party of snokice; provided, however, that the
failure to provide such notice shall not releasénalemnifying Party from any of its obligations w@idhis Section 6 except to the extent that
such Indemnifying Party is materially prejudiceddmch failure. The notice of claim shall describegasonable detail the facts known to the
Indemnified Party giving rise to such indemnificaticlaim, and the amount or good faith estimatdefamount arising therefrom.

6.4.3 If the Indemnifying Party acknowledges intimyg its obligation to indemnify the Indemnified @ahereunder against any Adverse
Consequences that may result from such Third Reletyn, then the Indemnifying Party shall be entitte assume and control the defense of
such Third Party Claim through counsel of its ckdisuch counsel to be reasonably acceptable todeennified Party) if it gives notice of |
intention to do so to the Indemnified Party withid days of the receipt of such notice from the indified Party; provided, however, that the
Indemnifying Party shall not have the right to asetthe defense of the Third Party Claim if (i) augh claim seeks, in addition to or in lieu
of monetary losses, any injunctive or other equgtasblief, (ii) the Indemnifying Party fails to primle reasonable assurance to the Indemnified
Party of the adequacy of the Escrow Fund to prowidemnification in accordance with the provisiafishis Agreement and the Escrow
Agreement with respect to such proceeding ortfigre is reasonably likely to exist a conflict ofarest that would make it inappropriate (in
the judgment of the Indemnified Party in its reasda discretion) for the same counsel to reprdseifit the Indemnified Party and the
Indemnifying Party. If the Indemnifying Party assesithe defense of a Third Party Claim, it will coodthe defense actively, diligently and
at its own expense, and it will hold all IndemndfiBarties harmless from and against all Adverses€qurences caused by or arising out of
settlement thereof. The Indemnified Party shallpgoate with the Indemnifying Party in such defeasd make available to the Indemnifying
Party, at the Indemnifying Party's expense, alh@sses, pertinent records, materials and informatithe Indemnified Party's possession or
under the Indemnified Party's control relating &teras is reasonably requested by the Indemnifyarty. Except with the written consent of
the Indemnified Party (not to be unreasonably vattfy the Indemnifying Party will not, in the defenof a Third Party Claim, consent to the
entry of any judgment or enter into any settlement.

6.4.4 In the event that the Indemnifying PartySfait elects not to assume the defense of an Indiechifiarty against such Third Party Claim
which the Indemnifying Party had the right to aseymrsuant to Section 6.4.3, the Indemnified Psirgfl have the right, at the expense o
Indemnifying Party, to defend or prosecute suchrtia any manner as it may reasonably deem ap@tgpand may settle such claim after
giving written notice thereof to the Indemnifying®, on such terms as such Indemnified Party negyrdappropriate, and the Indemnified
Party may seek prompt reimbursement from the Esénond for any Adverse Consequences incurred inextion with such settlement. If
settlement of such Third Party Claim is made, tidemnified Party may seek prompt reimbursement fitterEscrow Fund for any Adverse
Consequences arising out of any judgment rendeitbdr@spect to such claim. Any Adverse Consequefareshich an Indemnified Party is
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entitled to indemnification hereunder shall be pptisnpaid as suffered, incurred or accrued (in agance with GAAP). If the Indemnifying
Party does not elect to assume the defense ofrd Phrty Claim which it has the right to assumesbader, the Indemnified Party shall have
no obligation to do so.

6.4.5 In the event that the Indemnifying Partyas entitled to assume the defense of the Indenthifigrty against such Third Party Claim
pursuant to

Section 6.4.3, the Indemnified Party shall haveritet, at the expense of the Indemnifying Parygdéfend or prosecute such claim and
consent to the entry of any judgment or enter &myp settlement with respect to the Third Party i@lai any manner it may reasonably deem
appropriate after giving written notice thereottie Indemnifying Party, and the Indemnified Parigynseek prompt reimbursement from the
Escrow Fund for any Adverse Consequences incunrednnection with such judgment or settlementulchscase, the Indemnified Party s
conduct the defense of the Third Party Claim abtiaad diligently, and the Indemnifying Party shadloperate with the Indemnified Party in
such defense and make available to the Indemrifaty, at the Indemnifying Party's expense, alhswitnesses, records, materials and
information in the Indemnifying Party's possessiomnder the Indemnifying Party's control relatthgreto as is reasonably requested by the
Indemnified Party. If no settlement of such Thimty Claim is made, the Indemnified Party may ggminmpt reimbursement from the Esci
Fund for any Adverse Consequences arising outyfladgment rendered with respect to such claim. Adyerse Consequences for whict
Indemnified Party is entitled to indemnificationr@ender shall be promptly paid as suffered, in@uimeaccrued (in accordance with GAAP).

6.5. Stockholders' Representative; Power of Attprne

6.5.1 At the Effective Time, and without furthett a€ any Target Stockholder, Lucent Venture Pagnilri_LC shall be appointed as agent
and attorney-in-fact (the "Stockholders' Represemg for each Target Stockholder (other than kosdof Dissenting Shares), for and on
behalf of the Target Stockholders, to give andikeceotices and communications, to authorize defite Buyer of cash from the Escrow
Fund in satisfaction of claims by Buyer, to objecsuch deliveries, to agree to, negotiate, entersettlements and compromises of, and
demand arbitration and comply with orders of coartd awards of arbitrators with respect to suctmdaand to take all actions necessary or
appropriate in the judgment of Stockholders' Regmegtive for the accomplishment of the foregoingctBagency may be changed by the
Target Stockholders from time to time upon not kass thirty

(30) days prior written notice to Buyer; providdwht the Stockholders' Representative may not bevechunless holders of a two-thirds
interest of the Escrow Fund as of the Effective gifmegardless of whether the Escrow Fund shall baea released as of the time of such
removal) agree to such removal and to the idenfithe substituted agent. Any vacancy in the pmsitf Stockholders' Representative ma
filled by approval of the holders of a majorityiimerest of the Escrow Fund as of the Effective difregardless of whether the Escrow Fund
shall have been released as of the time of sudacement). No bond shall be required of the Stoldérs’ Representative, and the
Stockholders' Representative shall not receive emsgtion for his or her services. Notices or coninations to or from the Stockholders'
Representative shall constitute notice to or fr@oheof the Target Stockholders.

6.5.2 The Stockholders' Representative shall ndiabée for any act done or omitted hereunder asl3tolders' Representative in good faith,
absent gross negligence. The Target Stockholdevghose behalf the Escrow Amount was contributetthéoEscrow Fund shall severally and
not jointly indemnify the Stockholders' Represertand hold the Stockholders' Representative temsmgainst any loss, liability or expe
incurred without gross negligence or bad faithlmpart of the Stockholders' Representative asihgrout of or in connection with the
acceptance or administration of the StockholdeegrBsentative's duties hereunder, including theoregble fees and expenses of any legal
counsel retained by the Stockholders' Representatikiich costs shall first be withdrawn from theesv Amount prior to any distribution of
the Escrow Amount to the Target
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Stockholders on whose behalf the Escrow Amountaeasributed to the Escrow Fund, provided, no suithdvawal may be made until all
claims of Escrow Amount by Buyer have been satisfie

6.5.3 A decision, act, consent or instruction @& 8tockholders' Representative shall constitutecssibn of all the stockholders for whom a
portion of the Escrow Amount otherwise payableitent are deposited in the Escrow Fund and shalhbg binding and conclusive upon
each of such stockholders, and the Escrow AgenBarydr may rely upon any such decision, act, canseimstruction of the Stockholders'
Representative as being the decision, act, comsénstruction of each such Target Stockholder. Ekerow Agent and Buyer are hereby
relieved from any liability to any person for amst@adone by them in accordance with such decisioh,consent or instruction of the
Stockholders' Representative.

6.6. Determination of Adverse Consequences. Akmndification payments under this Section 6 shaliéemed adjustments to the Merger
Consideration.

6.7. Limitation on Liability. Other than in respeaftclaims arising out of fraud, intentional misregentation, willful misconduct or criminal
conduct (in which case Buyer shall have all remedigilable at law or in equity),

6.7.1 the maximum aggregate amount of Buyer Adve@esequences that may be recovered from the T&tgekholders shall not exceed
the Escrow Amount and the Escrow Fund shall bestie and exclusive remedy for all such Buyer AdeeZsnsequences; and

6.7.2 no indemnification payment by Target Stockbot with respect to any Buyer Adverse Consequerntbeswise payable under Section 6
shall be payable unless and until such time asualh Buyer Adverse Consequences shall aggregater®mthan $100,000 (the "Minimum
Recoverable Threshold") after which time the Ta®etckholders shall be liable in full for all Buy&dverse Consequences, including the
first $100,000; provided that: (i) the paymentafds for all periods prior to the Effective Timetax penalties owed by the Target and its
Subsidiaries outstanding on the date hereof whetheot set forth in the Disclosure Schedule,gifjounts paid to settle any claim by
Aeroflex UTMC Microelectronics Systems Inc. in ceation with the events set forth under Section ®f2e Disclosure Schedule and (iii)
any Buyer Adverse Consequences resulting from aegdh or inaccuracy of a representation or warreotyained in Section 3.2.1 shall not
be subject to satisfaction of the Minimum Recovkrdthreshold, nor shall such payment count agairesMinimum Recoverable Threshold
with respect to any other Buyer Adverse Consequgence

Notwithstanding the foregoing, in the event of ftaintentional misrepresentation, willful miscontioc criminal conduct by Targ:
Stockholders, such Target Stockholders shall beraly and not jointly liable for any Buyer Adver€®nsequences as a result thereof
without any limitation on the amount of liability.

SECTION 7. MISCELLANEOUS.

7.1. Press Releases and Public Announcements. tdodPall issue any press release or make any@ahbhiouncement relating to the subject
matter of this Agreement without the prior writt@pproval of the other Parties; provided, howevet &iny Party may make any public
disclosure it believes in good faith is requiredapyplicable law or any listing or trading agreemasrcerning its publicly traded securities (in
which case the disclosing Party will use its Conuiadly Reasonable efforts to advise the other Pawityr to making the disclosure).
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7.2. No Third-Party Beneficiaries. This Agreememdlsnot confer any rights or remedies upon ang®epnther than the Parties and their
respective successors and permitted assigns; paudwever, that the provisions in Section 2 almmreerning payment of the Merger
Consideration and the Initial Closing Consideratie intended for the benefit of Target Stockhaderd the provisions of Section 5.5 are
intended for the benefit of the directors and @fficof Target and its Subsidiaries.

7.3. Entire Agreement. This Agreement (including Exhibits, Schedules, and documents referredriirjeconstitutes the entire agreement
among the Parties and supersedes any prior undeirsig, agreements, or representations by or att@nBarties, written or oral, to the
extent they relate in any way to the subject méitzeof.

7.4. Succession and Assignment. This Agreement isbddinding upon and inure to the benefit of tlagties named herein and their respet
successors and permitted assigns. No Party maynasisher this Agreement or any of its rights, iegts, or obligations hereunder without the
prior written approval of Buyer and Target; provdd@owever, that Buyer may (i) assign any or ait®fights and interests hereunder to one
or more of its Affiliates and (ii) designate onemoore of its Affiliates to perform its obligatiom&reunder (in any or all of which cases Buyer
nonetheless shall remain responsible for the pmidace of all of its obligations hereunder).

7.5. Counterparts. This Agreement may be execatedé or more counterparts, (including by mearfacdimile), each of which shall be
deemed an original but all of which together wihstitute one and the same instrument.

7.6. Headings. The section headings containedsmifireement are inserted for convenience onlysiradl not affect in any way the meaning
or interpretation of this Agreement.

7.7. Notices. All notices, requests, demands, daand other communications hereunder shall beiting. Any notice, request, demand,
claim, or other communication hereunder shall kentiEd duly given (i) when delivered personally te tacipient, (ii) 1 business day after
being sent to the recipient by reputable overnightrier service (charges prepaid), (iii) 1 busirgesg after being sent to the recipient by
facsimile transmission or electronic mail, or @vpusiness days after being mailed to the recifigrtertified or registered mail, return rec
requested and postage prepaid, and addressedittehded recipient as set forth below:

If to Target: Magnifire Websystems, Inc.
18 Raoul Wallenberg St
Tel-Aviv, Israel

Attention: Eitan Bauch , Chief Executive Officer
Telephone: 972 3 648 3120
Facsimile:
Email: eitanb@magnifir e.com
with a mandatory copy to: Gunderson Dettmer Stou gh Villeneuve Franklin &

Hachigian, LLP
610 Lincoln Street
Waltham, MA 02451

Attention: Jay K. Hac higian
Telephone: (781) 795-3 550
Facsimile: (781) 622- 1622

Email: hach@gunder.com
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and: Meitar, Liquornik, Gev a & Leshem, Brandwein
16 Abba Hillel Silver Rd.,
Ramat-Gan 52506 Israel
Attention: Dan Shamgar

Telephone: 972 (36) 10 3135
Facsimile: 972 (36) 1 03111
Email: dshamgar@meitar .co.il

If to Buyer or
Transitory Subsidiary: F5 Networks, Inc.

401 Elliott Avenue Wes t

Seattle, WA 98119

Attention: Joann Reite r, VP and General Counsel
Telephone: (206) 272-6 816

Facsimile: (206) 272-6 897

email: j.reiter@f5.com

with a mandatory copy to: Graham & Dunn, PC
Pier 70
2801 Alaskan Way, Suit e 300
Seattle, WA 98121
Attention: Daren Nitz

Telephone: (206) 340-9 644
Facsimile: (206) 340-5 955
email: dnitz@grahamdun n.com

If to the Stockholders'

Representative: Lucent Venture Partner sl LLC
Room 6G-212
600 Mountain Avenue
Murray Hill, NJ 07974

Attention: Peter Rokko S

Telephone: (908) 582-5 893
Facsimile: (908) 582-8 048
email: prokkos@lucent. com

Any Party may change the address to which notreggiests, demands, claims, and other communicdtienesinder are to be delivered by
giving the other Parties notice in the manner Imeset forth.

7.8. Governing Law. This Agreement shall be goveroyg and construed in accordance with the doméstis of the State of New York
without giving effect to any choice or conflict lafv provision or rule (whether of the State of Néark or any other jurisdiction) that would
cause the application of the laws of any jurisdictother than the State of New York.

7.9. Amendments and Waivers. The Parties may nmytaalend any provision of this Agreement at anyetjonior to the Effective Time with
the prior authorization of their respective boawtidirectors; provided, however, that any amendnediected subsequent to stockholder
approval will be subject to the restrictions conéal in the Delaware General Corporation Law. No
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amendment of any provision of this Agreement shal/alid unless the same shall be in writing agdesd by all of the Parties. No waiver by
any Party of any provision of this Agreement or default, misrepresentation, or breach of warrantgovenant hereunder, whether
intentional or not, shall be valid unless the saimal be in writing and signed by the Party malsngh waiver nor shall such waiver be
deemed to extend to any prior or subsequent defaidtepresentation, or breach of warranty or caméhereunder or affect in any way any
rights arising by virtue of any prior or subsequsith default, misrepresentation, or breach ofavdyror covenant.

7.10. Severability. Any term or provision of thigeement that is invalid or unenforceable in atyagion in any jurisdiction shall not affect
the validity or enforceability of the remainingries and provisions hereof or the validity or enfaitui#ty of the offending term or provision in
any other situation or in any other jurisdiction.

7.11. Expenses. Buyer shall bear its own costsapdnses (including legal fees and expenses) itimrconnection with this Agreement
and the transactions contemplated hereby. Targae8blders shall bear Targets and its Subsidian=ts and expenses (including legal fees
and expenses) incurred in connection with this Agrent and the transactions contemplated hereby.

7.12. Construction; Governing Language. The Pahie® participated jointly in the negotiation amdfting of this Agreement. In the event
an ambiguity or question of intent or interpretatarises, this Agreement shall be construed amffat! jointly by the Parties and no
presumption or burden of proof shall arise favomnglisfavoring any Party by virtue of the authdpsbf any of the provisions of this
Agreement. Any reference to any federal, statelJax foreign statute or law shall be deemed tdsefer to all rules and regulations
promulgated thereunder, unless the context otherreiguires. The word "including" shall mean inchglivithout limitation. This Agreement
has been negotiated and executed by the Parti&sgiish, with American idioms. In the event anyngkation of this Agreement is prepared
for convenience or any other purpose, the provssidrthe English version shall prevail.

7.13. Submission to Jurisdiction. Each of the Parsiubmits to the jurisdiction of any state or fatleourt sitting in New York City, New
York, in any action or proceeding arising out ofeliating to this Agreement and agrees that aihtdan respect of the action or proceeding
may be heard and determined in any such court. Badly also agrees not to bring any action or prdirey arising out of or relating to this
Agreement in any other court. Each of the Partiav@s any defense of inconvenient forum to the teaance of any action or proceeding so
brought and waives any bond, surety, or other #gdhat might be required of any other Party witspect thereto. Any Party may make
service on any other Party by sending or deliveamppy of the process

(i) to the Party to be served at the address atiteimanner provided for the giving of notices éctn 7.7 above or (i) to the Party to be
served in care of the Process Agent at the addrebi the manner provided for the giving of nadige Section 7.7 above. Nothing in this
Section 7.13), however, shall affect the right wf &arty to serve legal process in any other mapeenitted by law or at equity. Each Party
agrees that a final judgment in any action or pedagg so brought shall be conclusive and may bereedfl by suit on the judgment or in any
other manner provided by law or at equity.

7.14. Tax Disclosure Authorization. Notwithstandengything herein to the contrary, the Parties (@ach Affiliate and Person acting on
behalf of any Party) agree that each Party (and eatployee, representative, and other agent of Badly) may disclose to any and all
Persons, without limitation of any kind, the tractian's tax treatment and tax structure (as suchs@re used in Code Sections 6011 and
6112 and regulations thereunder) contemplatediby th
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agreement and all materials of any kind (includipinions or other tax analyses) provided to suatlyRa such Person relating to such tax
treatment and tax structure, except to the exteoéssary to comply with any applicable federaltatessecurities laws; provided, however,
that such disclosure many not be made until thikee®af date of (A) public announcement of discossi relating to the transaction, (B) public
announcement of the transaction, or (C) executf@n@greement to enter into the transaction. @tkorization is not intended to permit
disclosure of any other information including (vath limitation) (A) any portion of any materialsttte extent not related to the transaction's
tax treatment or tax structure, (B) the identitéparticipants or potential participants, (C) théstence or status of any negotiations, (D) any
pricing or financial information (except to the emt such pricing or financial information is reldt® the transaction's tax treatment or tax
structure), or (E) any other term or detail noevant to the transaction's tax treatment or thetrascture.

* k% % % %
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IN WITNESS WHEREOF, the Parties hereto have exettltis Agreement on the date first above written.

F5 NETWORKS, INC.,
a Washington corporation

By: /'s/ JOHN MCADAM

John McAdam President and Chief Executive Oficer

FIRES5, INC.,
a Delaware corporation

By: /'s/ JOANN REI TER

Joann Reiter, President

MAGNIFIRE WEBSYSTEMS, INC.
a Delaware corporation

By: /'s/ EI TAN BAUCH

Ei tan Bauch, President and Chief Executive O ficer
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FORIMMEDIATE RELEASE

CONTACTS: Alane Moran Holly Hagerman F5 Networks;.IConnect Public Relations 206/272-6850 801/33&87
a.moran@f5.com hollyh@connectpr.com

FS5 NETWORKSACQUIRESLEADING WEB SECURITY COMPANY

F5 EXECUTESON ITSPROMISE OF DELIVERING ENTERPRISE
APPLICATION SECURITY THROUGH ACQUISITION OF MAGNIFIRE WEBSYSTEMS,
TRAFFICSHIELD(TM) WEB FIREWALL ISAN ESSENTIAL COMPONENT TO PROTECT AGAINST
APPLICATION LEVEL ATTACKS

SEATTLE, JUNE 1, 2004 -- F5 Networks, Inc. (NASDAEEIV), the leading provider of Application TraffMdanagement products, today
announced that it has acquired MagniFire WebSysterasMagniFire is a technology leader in the vagiplication firewall market and is
recognized as a visionary in Gartner's latest M@yiadrant for Enterprise Firewalls, 2H03. The $28ian cash transaction for 100% of the
equity of MagniFire was signed and closed on May28D4.

With this move, F5 is executing on its promise ttotect enterprises from malicious application leatthcks. Unlike other security products,
MagniFire's TrafficShield(TM) security applianceofects against attacks that can circumvent curretwwork perimeter defenses. It combines
robust application-layer filtering with best-in-skanetwork and encryption technology for a compléeb security solution that effectively
protects against "zerday" web infrastructure attacks, which are the noostly to businesses. In addition, the Traffic®hjgoduct is the onl
solution that truly supports dynamically changimagient, which addresses one of the toughest clystefor web application protection in
most corporate applications. By employing optimizedl-time software for analysis of traffic at neare speed, the TrafficShield product is
the fastest application protection system availablé ensures no impact on the user experience.

"As part of our product requirements planning fétsFApplication Security Gateway, we solicited infram over 150 enterprises worldwid
said John McAdam, President and CEO of F5 NetwdiKsese customers have been asking us to applgxqartise in Application Traffic
Management toward application security and thepdatdefine the criteria for a b-of-



breed solution. The acquisition of MagniFire giussmmediate access to superior products and t&myand TrafficShield's underlying
design fits perfectly into F5's overall architeetand product roadmap."

The MagniFire acquisition is complementary to Bhbiscessful acquisition of uRoam and its FirePa$s\83N product for secure remote
access, last July. The TrafficShield and FirePasduyzt's web application security capabilities ecdogranular web application security
policies, creating a complete and reliable solutmprotect organizations against any web appboafi_ayer 7) vulnerabilities. As the
FirePass product secures user-to-application actes3rafficShield product ensures that only valaffic reaches the application.

MagniFire's TrafficShield technology implementsasitive security model that integrates readily witsis Application Traffic Management
architecture. Unlike network firewall products tli@tus on protecting against network level attadkgure Intrusion Prevention Systems that
focus on preventing ever increasing quantitiesnafvikn attacks, the TrafficShield product allows arigations to easily define what "good
traffic” is and apply policies to only allow degir&affic through to web servers and applicatidheffers organizations a Web application
infrastructure protection system capable of blogkarbroad range of network, web infrastructurewat application attacks to enable
maximum business-critical transaction throughpuatllaimes.

"F5 owns a strategic piece of real estate in theork that sits directly in front of applicationa@servers, making F5's Application Traffic
Management and MagniFire's products an elegantiantatched solution for application security,” saithn Bauch, CEO of MagniFire. "F5
is a trusted name in application networking andéasong track record of leading the market wiitiety innovations. I'm confident that the
combined strength of our people, technologies andyzts will deliver immediate benefits to the metrkwhile laying a robust and resilient
foundation for future needs."

In order to induce MagniFire employees to contithesr employment following the acquisition, F5 wkue options to acquire up to an
aggregate of 415,000 shares of common stock taajppately 20 non-officer MagniFire employees. Thepdons will be granted without
shareholder approval pursuant to Nasdaq Marketgtabe 4350 (i)(1)(A)(iv) with the following genertdrms; each option will have an
exercise price equal to fair market value on ttengdate, have a ten-year term, and vest overrayémr period.

Further details about the MagniFire WebSystemsiaitoun will be discussed in a conference call torow, June 2 at 8:00 a.m. E.T. Call-in
numbers: -88€-323-2712 (US and Canada) and -75€-4700 (international); conference ID: F5 Call. Tstéin to the webcast, go



http://www.f5.com/f5/ir/calendar.html and click ¢ime webcast image. A slide presentation designedd¢ompany the discussion of the
MagniFire acquisition is available for public viewi at http://www.f5.com/magnifire/announcement/.

ABOUT F5 NETWORKS

F5 enables organizations to successfully deliveinass-critical applications and gives them thatpst level of agility to stay ahead of
growing business demands. As the pioneer and glebadeér in Application Traffic Management, F5 cangs to lead the industry by driving
more intelligence into network to deliver advanegqblication agility. F5 products ensure the seeund optimized delivery of applications to
any user - anywhere. Through its flexible and coteearchitecture, F5 delivers unmatched value layrditically improving the way
organizations serve their employees, customersanstituents, while lowering operational costs. K600 organizations and service
providers worldwide trust F5 to keep their busiesssinning. The company is headquartered in Sedtishington with offices worldwide.
For more information go to www.f5.com.

All brands, names, or trademarks mentioned indbhimument are the property of their respective osner

This press release may contain forward lookingestants relating to future events or future finanp&formance that involve risks and
uncertainties. Such statements can be identifie@tmginology such as "may," "will," "should," "exgts," "plans," "anticipates,” "believes,"
"estimates," "predicts”, "potential” or "continug"the negative of such terms or comparable tefingse statements are only predictions and
actual results could differ materially from thosgiaipated in these statements based upon a numhlfectors including those identified in the
Company's filings with the SEC.
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