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THE FIRST OF LONG ISLAND CORPORATION
10 GLEN HEAD ROAD

GLEN HEAD, NEW YORK 11545

NOTICE OF ANNUAL MEETING OF STOCKHOLDERS
TO BE HELD APRIL 20, 2009

March 17, 2009

To the Stockholders of
The First of Long Island Corporation:

          Notice is hereby given that the Annual Meeting of Stockholders of THE FIRST OF LONG ISLAND CORPORATION will be held at the
WESTBURY MANOR, 1100 JERICHO TURNPIKE, WESTBURY, NEW YORK, on Monday, April 20, 2009, at 3:30 P.M. local time for the
following purposes:

(1) To elect Directors.

(2) To ratify the reappointment of Crowe Horwath LLP as the Corporation’s independent registered public accounting firm for 2009.

(3) To transact any other business as may properly come before the meeting.
          Only stockholders of record at the close of business on February 20, 2009 are entitled to notice of and to vote at such meeting or any
adjournment thereof.

By Order of the Board of Directors

Sallyanne K. Ballweg
Senior Vice President and Secretary

IMPORTANT -- PLEASE MAIL YOUR PROXY PROMPTLY.

IN ORDER THAT THERE MAY BE PROPER REPRESENTATION AT THE MEETING, YOU ARE URGED TO SIGN, DATE AND
RETURN THE ENCLOSED PROXY IN THE ENVELOPE PROVIDED. NO POSTAGE IS REQUIRED IF MAILED IN THE
UNITED STATES.
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THE FIRST OF LONG ISLAND CORPORATION
10 Glen Head Road

Glen Head, New York 11545
(516) 671-4900

PROXY STATEMENT

ANNUAL MEETING OF STOCKHOLDERS

          The accompanying proxy is being solicited by the Board of Directors (the “Board”) of The First of Long Island Corporation (the
“Corporation” or the “Company”) for use at the Annual Meeting of Stockholders to be held at 3:30 P.M. local time at the Westbury Manor, 1100
Jericho Turnpike, Westbury, New York on April 20, 2009. The approximate date on which proxy statements and forms of proxy are first being
sent or given to stockholders is March 17, 2009.

          Proxies in the accompanying form that are properly executed and duly returned to the Corporation will be voted at the meeting. Each
proxy granted may be revoked at any time prior to its exercise either by written notice filed with the secretary of the meeting or by oral notice
given during the meeting by the stockholder to the presiding officer of the meeting. The presence in person or by proxy of the holders of a
majority of the shares entitled to vote at any annual meeting constitutes a quorum for the transaction of business. In the absence of a quorum,
any meeting may be adjourned to a subsequent date, provided notice of such meeting is mailed to each stockholder entitled to vote at least five
(5) days before the adjourned meeting.

VOTING SECURITIES AND PRINCIPAL STOCKHOLDERS

          The only class of voting securities of the Corporation is its Common Stock, $.10 par value (“Common Stock”), each share of which entitles
the holder thereof to one vote except in the election of directors, where votes may be cumulated as described herein. Only stockholders of record
at the close of business on February 20, 2009 are entitled to notice of and to vote at the meeting.

          As of January 31, 2009, there were issued 7,196,547 shares of the Common Stock, all of which were outstanding and entitled to vote. To
the best knowledge of the Corporation, the only persons owning beneficially more than five percent (5%) of the Common Stock of the
Corporation as of January 31, 2009 are identified in the table below.

Title of
Class

Name and Address
of Beneficial Owner

Amount and Nature of
Beneficial Ownership

Percent
of Class

Common Paul T. Canarick 499,396 shares (1) 6.94%
Stock 27 Glen Street
($.10 par value) Glen Cove, N.Y. 11542

Common Jean C. Canarick 742,634 shares (1) 10.32%
Stock 27 Glen Street
($.10 par value) Glen Cove, N.Y. 11542

Common Jack Canarick 362,700 shares 5.04%
Stock 27 Glen Street
($.10 par value) Glen Cove, N.Y. 11542

1
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Title of
Class

Name and Address
of Beneficial Owner

Amount and Nature of
Beneficial Ownership

Percent
of Class

Common Stock Hovde Capital Advisors LLC 457,495 shares (2) 6.36%
($.10 par value) 1826 Jefferson Place, N.W.

Washington, D.C. 20036

Common Stock Zachary Levy 715,854 shares 9.95%
($.10 par value) 9 Maxine Avenue

Plainview, N.Y. 11803

(1) Pursuant to applicable rules, Paul T. Canarick and Jean C. Canarick are both deemed to be beneficial owners of 473,940 shares for
which they act as co-trustees pursuant to a Trust Agreement dated May 27, 1992 and share voting and investment power. The
shares shown for Mr. Paul T. Canarick include 3,314 shares which are not presently owned but deemed beneficially owned in
accordance with Rule 13d-3(d)(1) under the Securities Exchange Act of 1934 because they could be acquired by the exercise of
stock options.

(2) Hovde Capital Advisors LLC manages certain accounts which are the direct owners of these shares and as manager has shared
voting and dispositive power with respect to the shares.

          Furnished below is information with respect to the beneficial ownership of the Corporation’s Common Stock as of January 31, 2009 by all
directors and nominees, by the executive officers of the Corporation named in the “Summary Compensation Table”, and by directors and executive
officers of the Corporation as a group.

Title of Class Beneficial Owner
Amount and Nature of
Beneficial Ownership

Percent of
Class

Common Stock Allen E. Busching 12,354 (1) .17%
($.10 par value) Paul T. Canarick 499,396 (2) 6.94%

Alexander L. Cover 4,000 (3) .06%
William H. J. Hoefling 8,652 (4) .12%
Howard Thomas Hogan Jr. 118,756 (5) 1.65%
John T. Lane 1,396 (6) .02%
J. Douglas Maxwell Jr. 36,668 (7) .51%
Stephen V. Murphy 4,224 (8) .06%
Milbrey Rennie Taylor 3,000 .04%
Walter C. Teagle III 55,301 (9) .77%
Michael N. Vittorio 33,132 (10) .46%
Sallyanne K. Ballweg 700 (11) .01%
Donald L. Manfredonia 74,191 (12) 1.03%
Mark D. Curtis 25,993 (13) .36%
Richard Kick 39,512 (14) .55%
Directors and Executive
Officers as a group 958,624 (15) 13.30%

(1) Including 1,000 shares in the name of Claire C. Busching, Mr. Busching’s wife, and 7,354 shares which are not presently owned but
deemed beneficially owned in accordance with Rule 13d-3(d)(1) under the Securities Exchange Act of 1934 because they could be
acquired by the exercise of stock options.

2
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(2) Including 473,940 shares in the names of Paul T. Canarick and Jean C. Canarick, Mr. Paul T. Canarick’s mother, as co-trustees under a
Trust Agreement dated May 27, 1992; and 3,314 shares which are not presently owned but deemed beneficially owned in accordance
with Rule 13d-3(d)(1) under the Securities Exchange Act of 1934 because they could be acquired by the exercise of stock options.

(3) Including 2,900 shares which are not presently owned but deemed beneficially owned in accordance with Rule 13d-3(d)(1) under the
Securities Exchange Act of 1934 because they could be acquired by the exercise of stock options.

(4) Including 1,000 shares in the name of Tricia Hoefling, Mr. Hoefling’s daughter; 1,600 shares in the names of Timothy Billings and/or
Tricia Hoefling, as trustees for Charles Hoefling Billings; and 792 shares which are not presently owned but deemed beneficially owned
in accordance with Rule 13d-3(d)(1) under the Securities Exchange Act of 1934 because they could be acquired by the exercise of stock
options.

(5) Including 20,742 shares in the name of Mr. Hogan as Trustee for the benefit of his children, Howard, Kathryn, and Margaret Hogan;
1,388 shares in the name of Mr. Hogan as Trustee for the Hogan Family Trust; 11,678 shares, 10,176 shares, and 10,148 shares in the
names of Mr. Hogan’s children, Howard, Kathryn and Margaret, respectively; and 6,266 shares which are not presently owned but
deemed beneficially owned in accordance with Rule 13d-3(d)(1) under the Securities Exchange Act of 1934 because they could be
acquired by the exercise of stock options.

(6) Including 396 shares which are not presently owned but deemed beneficially owned in accordance with Rule 13d-3(d)(1) under the
Securities Exchange Act of 1934 because they could be acquired by the exercise of stock options.

(7) Including 16,874 shares held in Mr. Maxwell’s retirement account and 7,944 shares which are not presently owned but deemed
beneficially owned in accordance with Rule 13d-3(d)(1) under the Securities Exchange Act of 1934 because they could be acquired by
the exercise of stock options.

(8) Consists of 3,000 shares held in Mr. Murphy’s retirement account and 1,224 shares which are not presently owned but deemed
beneficially owned in accordance with Rule 13d-3(d)(1) under the Securities Exchange Act of 1934 because they could be acquired by
the exercise of stock options.

(9) Including 674 shares in the name of Janet D. Teagle, Mr. Teagle’s wife; 2,024 shares each (totaling 6,072 shares) held for the benefit of
W. Clark Teagle IV, Clifton D. Teagle and Janet W. Teagle, Mr. Teagle’s children; and 8,055 shares which are not presently owned but
deemed beneficially owned in accordance with Rule 13d-3(d)(1) under the Securities Exchange Act of 1934 because they could be
acquired by the exercise of stock options.

(10) Including 22,581 shares which are not presently owned but deemed beneficially owned in accordance with Rule 13d-3(d)(1) under the
Securities Exchange Act of 1934 because they could be acquired by the exercise of stock options.

(11) Including 500 shares in Ms. Ballweg’s individual retirement account and 200 shares which are not presently owned but deemed
beneficially owned in accordance with Rule 13d-3(d)(1) under the Securities Exchange Act of 1934 because they could be acquired by
the exercise of stock options.

(12) Including 40,034 shares which are not presently owned but deemed beneficially owned in accordance with Rule 13d-3(d)(1) under the
Securities Exchange Act of 1934 because they could be acquired by the exercise of stock options.

(13) Including 1,598 shares held in Mr. Curtis’ individual retirement account; 777 shares in the name of Mr. Curtis as custodian for the benefit
of Heather M. Curtis, Mr. Curtis’ daughter; 652 shares in the name of Mr. Curtis as custodian for the benefit of Eric A. Curtis, Mr. Curtis’
son; and 17,597 shares which are not presently owned but deemed beneficially owned in accordance with Rule 13d-3(d)(1) under the
Securities Exchange Act of 1934 because they could be acquired by the exercise of stock options.

(14) Including 14,956 shares which are not presently owned but deemed beneficially owned in accordance with Rule 13d-3(d)(1) under the
Securities Exchange Act of 1934 because they could be acquired by the exercise of stock options.

(15) Including 159,681 shares which are not presently owned but deemed beneficially owned in accordance with Rule 13d-3(d)(1) under the
Securities Exchange Act of 1934 because they could be acquired by the exercise of stock options.

3
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ELECTION OF DIRECTORS

          The Board of Directors of the Corporation presently consists of a non-executive chairman and ten other members. Each member, with the
exception of Michael N. Vittorio who also serves as President and Chief Executive Officer (“CEO”) of the Corporation and the Bank, is
independent as independence for directors is defined in Nasdaq Rule 4200(a)(15).

          The Board is divided into two classes, Class I with six members and Class II with five members. The table that follows sets forth the
present composition of the Board.

Name Class
Expiration
of Term

Allen E. Busching II 2010
Paul T. Canarick II 2010
Alexander L. Cover II 2010
William H. J. Hoefling II 2010
Howard Thomas Hogan Jr. I 2009
John T. Lane I 2009
J. Douglas Maxwell Jr. I 2009
Stephen V. Murphy II 2010
Milbrey Rennie Taylor I 2009
Walter C. Teagle III I 2009
Michael N. Vittorio I 2009

          For the election of directors, each share is entitled to as many votes as there are directors to be elected, and such votes may be cumulated
and voted for one nominee or divided equally among as many different nominees as is desired. If authority to vote for any nominee or nominees
is withheld on any proxy, the votes will then be spread equally among the remaining nominees. If there is no designation on any proxy as to how
the shares represented should be voted, the proxy will be voted for the election of all nominated directors.

          The nominees for election at this meeting will be the Class I directors. It is intended that shares represented by properly executed proxies
will be voted at the meeting in accordance with the marking indicated thereon and, in the absence of contrary indication, for the re-election of
Messrs. Hogan, Lane, Maxwell, Teagle and Vittorio and Ms. Taylor. Each of the Class I directors will hold office until the 2011 Annual Meeting
of Stockholders, or until his or her successor is elected and qualified. If at the time of the 2009 Annual Meeting any of the nominees named
above is unavailable or chooses not to serve as a director (an event which management does not now anticipate), the proxies will be voted for the
election as director of such other person or persons as the Board of Directors may designate.

The Board of Directors recommends a vote FOR all named nominees.

          Information about the nominees and directors continuing in office follows. The year set forth for each director is the year in which the
person named became a director of the Corporation and The First National Bank of Long Island, a wholly-owned subsidiary of the Corporation,
with the exception of Mr. Hogan who became a director of the Corporation upon its formation in 1984.

4
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Name
Principal Occupations for Last
5 Years and Other Directorships

Director
Since

Allen E. Busching Principal, 1999
(Age 77) B&B Capital

(Consulting and Private Investment);
Trustee, North Shore-Long Island Jewish
Health Systems, Inc.

Paul T. Canarick President and Principal, 1992
(Age 52) Paul Todd, Inc.

(Construction Company)

Alexander L. Cover Management Consultant, Private Practice 2003
(Age 65)

William H. J. Hoefling Managing Partner, 2006
(Age 58) Crystal Pond Capital Partners, LLC

(Private Equity Group);
(formerly, Executive Vice President,
JPMorgan Chase; Chairman, Brown & Co,
discount brokerage firm)
Trustee,
Georgetown University, McDonough
School of Business;

Howard Thomas Hogan Jr., Esq. Hogan & Hogan 1978
(Age 64) (Attorney, Private Practice);

President, Cold Spring Harbor Business
Improvement District;
Director, Society for The Preservation of
Long Island Antiquities

John T. Lane Private Investor and Consultant; 2007
(Age 66) (formerly: Managing Director, JPMorgan &

Co.; Chairman, J.P. Morgan Florida; Director,
J.P. Morgan California, Morgan Shareholder
Services, and Morgan Futures);
Director, Winthrop University Hospital,
Health Care Trustees of New York State,
The Cathedral of St. John the Divine, and
ROTOCARE

J. Douglas Maxwell Jr. Chief Financial Officer 1987
(Age 67) NIRx Medical Technologies LLC

(Medical Technology)
5
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Name
Principal Occupations for Last
5 Years and Other Directorships

Director
Since

Stephen V. Murphy President, 2005
(Age 63) S.V. Murphy & Co., Inc.

(Investment Banking);
Director,
Bowne & Co., Inc., Excelsior Venture
Partners III, Excelsior Venture Investors III,
Excelsior Directional Hedge Fund of Funds, Inc.

Milbrey Rennie Taylor Media Consultant; 2008
(Age 62) (formerly: Executive Producer, CBS News);

Director, USTA Foundation and Asia
Foundation;
Advisory Committee, Vassar College and
International Rescue Committee

Walter C. Teagle III Non-executive Chairman of the Board, 1996
(Age 59) The First of Long Island Corporation and

The First National Bank of Long Island;
President,
Teagle Management, Inc.
(Private Investment Firm);
(formerly Managing Director,
Groton Partners LLC; Officer and
Managing Director, Groton Asset
Management LLC);
Director, Teagle Management, Inc. and Teagle
Foundation, Inc.

Michael N. Vittorio President and Chief Executive Officer, 2003
(Age 56) The First of Long Island Corporation and

The First National Bank of Long Island;
(formerly Senior Vice President, JPMorgan
Chase);
Director, New York Bankers Association;
Chairman, New York Bankers Association
Long Island Chapter;
Trustee, New York Bankers Association Retirement
System and New York Law School

6
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NON-EXECUTIVE CHAIRMAN OF THE BOARD OF DIRECTORS

          The Board of Directors has determined that the Chairman of the Board will be an independent director. This decision was made in the
belief that shareholder interests are best served by having a Chairman of the Board who is independent of management and whose exclusive
responsibility is the long-term best interest of the Corporation’s shareholders.

           Walter C. Teagle III has served as Non-executive Chairman of the Board of Directors since May 2005. As Non-executive Chairman, Mr.
Teagle organizes the work of the Board and ensures that the Board has access to sufficient information to enable it to carry out its functions,
including monitoring the Corporation’s performance and the performance of management. The role of the Non-executive Chairman includes: (1)
presiding over all meetings of the Board of Directors and shareholders, including regular executive sessions of the Board in which the CEO, a
management director, and other members of management do not participate; (2) establishing the annual agenda of the Board and agendas of each
meeting in consultation with the CEO; (3) advising with respect to the work of each Committee and reviewing (with the Governance and
Nominating Committee) changes in Board membership and the membership and chair of each Committee; (4) coordinating periodic reviews of
management’s strategic plan for the Corporation; (5) leading the Board’s review of the succession plan for the CEO; and (6) coordinating with the
Compensation Committee of the Board of Directors (the “Compensation Committee”) the annual performance review of the CEO.

MEETINGS OF THE BOARD OF DIRECTORS

          All of the members of the Board of Directors of the Corporation also serve on the Board of Directors of the Bank. The Board of Directors
of the Corporation held eleven regular meetings and one special meeting during 2008. Each director attended at least 75% of the aggregate
number of Board meetings and meetings of the committees on which such director served. The Board of Directors of the Bank currently holds
10 regular meetings a year and such special meetings as deemed advisable to review significant matters.

BOARD COMMITTEES AND MEETINGS

          The Board of Directors of the Corporation has three standing committees: the Governance and Nominating Committee, the Audit
Committee, and the Compensation Committee. The Board of Directors of the Bank has two standing committees: the Loan Committee and the
Asset/Liability Committee.

Governance and Nominating Committee

          The Corporation has a separately-designated standing governance and nominating committee. All the members of the Corporation’s
Governance and Nominating Committee are independent as independence for directors is defined in Nasdaq Rule 4200(a)(15). The members of
the Governance and Nominating Committee are Allen E. Busching, Paul T. Canarick, Alexander L. Cover, John T. Lane, J. Douglas Maxwell
Jr., Milbrey Rennie Taylor and Walter C. Teagle III. The Committee met seven times during 2008.

          The Corporation’s Board of Directors has adopted a formal written charter for the Governance and Nominating Committee. A current copy
of the charter and the Corporation’s Corporate Governance Guidelines are available to security holders on the Corporation’s website by going to
www.FNBLI.com and clicking on “Investor Relations”, then clicking on “Committee Charters”, and then clicking on “Governance and Nominating
Committee Charter” or “Corporate Governance Guidelines.”

7
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          The Governance and Nominating Committee is currently responsible for: (1) identifying individuals qualified to become Board members
and recommending to the Board the director nominees for the next annual meeting of stockholders; (2) recommending to the Board written
corporate governance guidelines and monitoring compliance with said guidelines; (3) leading the Board in an annual Board self assessment and
reporting to the Board on its own self assessment and the self assessments performed by the other Board committees; and (4) recommending to
the Board director candidates for each committee.

          The Governance and Nominating Committee believes that certain minimum qualifications must be met by a Committee-recommended
nominee for a position on the Board of Directors. Specifically, the nominee should understand that the principal duty of a director is to represent
the stockholders of the Corporation. The nominee should also possess the highest level of professional and personal ethics and values, be free of
any conflict of interest with respect to board service, have broad experience at the policy-making level, have the ability to provide insight and
practical wisdom based on experience and expertise, be able to understand and relate to the culture of the Corporation, have sufficient time to
properly discharge the duties associated with serving as a director, have experience and knowledge that will enhance or maintain a diversity of
business background among board members and, for non-employee directors, be independent as defined in Nasdaq Rule 4200(a)(15).

          In addition, the Governance and Nominating Committee believes that certain specific qualities or skills are necessary for one or more of
the Corporation’s directors to possess. These include, among others, experience with publicly held companies, an understanding and background
in corporate management, experience in delegation of duties, accounting experience, financial experience, legal experience, marketing
experience, and background and experience necessary to qualify as an “audit committee financial expert” as defined in Regulation S-K of the
Securities and Exchange Commission. It is also deemed desirable for directors to live or work in a geographic area where the Corporation’s bank
subsidiary has branches or is expected to have branches.

          Although the Corporation has a long history of being able to attract and maintain a cohesive Board with the variety of skills necessary to
properly oversee the affairs of the Corporation, the Governance and Nominating Committee will consider director candidates recommended by
shareholders. Submission of candidates may be made in writing at any time. However, to be considered by the Governance and Nominating
Committee for nomination at the 2010 annual meeting, such submissions should be made no later than November 17, 2009 to the Chairman of
the Governance and Nominating Committee at the Corporation’s address set forth in this proxy statement.

          In addition, nominations for the election of directors may be made by any shareholder entitled to vote for the election of directors provided
that such nominations are made in accordance with the provisions of the Corporation’s bylaws establishing the information and notice
requirements for such nominations. In addition to interviews, the Governance and Nominating Committee evaluates potential nominees by
reviewing resumes, checking business and/or personal references, and performing background checks as deemed appropriate. The Corporation
has not paid a fee to any third party or parties to identify or evaluate or assist in identifying or evaluating potential nominees.

          All of the Class I nominees approved by the Governance and Nominating Committee for inclusion on the Corporation’s proxy card for the
annual meeting of stockholders to be held April 20, 2009 are directors standing for reelection.

8
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Audit Committee

          The Corporation has a separately-designated standing audit committee established in accordance with section 3(a)(58)(A) of the Securities
Exchange Act of 1934. The members of the Audit Committee are Allen E. Busching, Alexander L. Cover, John T. Lane, J. Douglas Maxwell Jr.
and Walter C. Teagle III. The Committee met eleven times during 2008.

          The Corporation’s Board of Directors has adopted a formal written charter for the Audit Committee. A current copy of the charter is
available to security holders on the Corporation’s website by going to www.FNBLI.com and clicking on “Investor Relations”, then clicking on
“Committee Charters”, and then clicking on “Audit Committee Charter.”

          The Board has determined that all members of the Audit Committee are independent as independence for audit committee members is
defined in Nasdaq Rules 4200(a)(15) and 4350(d)(2). The Board of Directors has also determined that Alexander L. Cover is an audit committee
financial expert as that term is defined in paragraph (d)(5)(ii) of Item 407 of Regulation S-K of the Securities and Exchange Commission.

          The Audit Committee is responsible for: (1) selecting, retaining and dismissing, if necessary, the independent auditors and approving audit
fees and engagement terms and all non-audit services provided by the independent auditors; (2) reviewing and discussing with management and
the independent auditors the Corporation’s audited consolidated financial statements and internal control over financial reporting; (3) meeting
with the Corporation’s independent auditors and reviewing with them the results of their annual audit of the Corporation’s consolidated financial
statements, including any recommendations the auditors may have with respect to internal controls or other business matters; (4) reviewing the
plan, scope and results of internal audits performed by both the Bank’s in-house audit staff and independent external firms; (5) reviewing the
results of examinations performed by regulatory authorities; (6) insuring that the Corporation fulfills the annual internal control reporting
requirements of Section 404 of the Sarbanes-Oxley Act of 2002 and related implementing regulations; (7) insuring that the Bank fulfills the
annual audit and management reporting requirements of Section 112 of the Federal Deposit Insurance Corporation Improvement Act of 1991;
and (8) reviewing the Bank’s performance of its obligations under the various laws and regulations affecting consumers, including the Federal
Community Reinvestment Act. The Audit Committee Report is included in a separate section of this proxy statement.

Compensation Committee

          The Corporation has a separately-designated standing compensation committee. All the members of the Corporation’s Compensation
Committee are independent as independence for directors is defined in Nasdaq Rule 4200(a)(15). The members of the Compensation Committee
are Allen E. Busching, William H. J. Hoefling, Howard Thomas Hogan Jr., Stephen V. Murphy and Walter C. Teagle III. The Committee met
seven times during 2008.

          The Corporation’s Board of Directors has adopted a formal written charter for the Compensation Committee. A current copy of the charter
is available to security holders on the Corporation’s website by going to www.FNBLI.com and clicking on “Investor Relations”, then clicking on
“Committee Charters”, and then clicking on “Compensation Committee Charter.”

          The Compensation Committee is responsible for: (1) conducting a periodic review of the Corporation’s compensation policies, strategies
and plans for the CEO, other executive officers and non-employee directors and reporting and making recommendations to the Board with
respect thereto; (2) recommending
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to the Board for approval employment contracts for the CEO and other executive officers; (3) evaluating the performance of the CEO and,
subject to any existing employment contract and consistent with market practice, determining and recommending to the Board the base
compensation level for the CEO; (4) reviewing, at its discretion, the CEO’s performance evaluation of the other executive officers of the
Corporation and recommending, subject to any existing employment contracts and consistent with market practice, the base compensation level
of each such officer; (5) recommending to the Board for approval cash compensation for non-employee directors; (6) setting corporate goals
used to determine cash bonuses paid to the CEO and other executive officers and stock-based compensation awarded to the CEO, other
executive officers and non-employee directors; (7) recommending to the Board for approval cash bonuses to the Corporation’s CEO and other
executive officers pursuant to the Corporation’s Incentive Compensation Plan or otherwise; (8) administration of the Corporation’s stock
compensation plans, including recommending to the Board for approval awards of stock-based compensation to the CEO, other executive
officers and non-employee directors pursuant to the Corporation’s Incentive Compensation Plan or otherwise; (9) conducting, or causing to be
conduced, at its discretion, a periodic review of the Corporation’s pension, 401(k), supplemental executive retirement and health and welfare
plans; and (10) reviewing the compensation disclosures included in the Corporation’s annual proxy statement and preparing or causing to be
prepared an annual report of the Committee on executive compensation to be included therein. Administration of the Corporation’s stock
compensation plans includes selecting directors and officers to whom awards are to be made and determining the timing, duration, amount and
type of each award. Members of the Compensation Committee as well as all other non-employee directors of the Corporation have been eligible
for awards of stock-based compensation in the past and it is currently anticipated that they will be eligible for future awards.

          In determining an appropriate level of compensation for executive officers and non-employee directors, the Compensation Committee has
periodically used compensation consulting firms to gather and help analyze the information necessary to make such determinations. As further
described in the “Compensation Discussion and Analysis” included herein, in 2006 the Compensation Committee engaged Buck Consultants, LLC
(“Buck Consultants”), an international compensation consulting firm, to review the Corporation’s executive compensation program versus that of
its peers and to make recommendations regarding the program. In addition, Buck Consultants was engaged in 2007 to provide an update on the
competitiveness of the compensation paid to the Corporation’s CEO when compared to the amounts paid to CEOs of the Corporation’s peer
banks. In 2008 the Compensation Committee performed its own update using publicly available information to determine the competitiveness of
the compensation paid to the Corporation’s CEO and other executive officers when compared to the amounts paid to CEOs and executive officers
of the Corporation’s peer banks.

          In 2005, the Compensation Committee engaged Clarke Consulting to review the Corporation’s director compensation program versus that
of its peers and to make recommendations regarding the program. In engaging Buck and Clark Consulting, the Compensation Committee
worked with the consultants to arrive at a peer group of publicly held banks similar in size and scope to the Bank located in the Bank’s general
geographic area.
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From time to time certain executive officers have served as a resource to the Compensation Committee in gathering the information necessary to
make compensation determinations. However, such executive officers do not have a significant policy making role with respect to determining
the amount or form of executive or director compensation.

Loan Committee of the Bank

          The Bank has a separately-designated standing loan committee. With the exception of Mr. Vittorio, all the members of the Bank’s Loan
Committee are independent as independence for directors is defined in Nasdaq Rule 4200(a)(15). The members of the Loan Committee are Paul
T. Canarick, William H. J. Hoefling, Howard Thomas Hogan Jr., John T. Lane, J. Douglas Maxwell Jr., Stephen V. Murphy, Walter C. Teagle
III and Michael N. Vittorio. The Committee held four meetings in 2008. Generally, loans in excess of $400,000 up to and including $5,000,000
require the approval of the Management Loan Committee. Loans in excess of $5,000,000 up to and including $8,000,000 also require the
approval of two non-management members of the Board Loan Committee. Loans in excess of $8,000,000 require the recommendation of the
Management Loan Committee and the approval of a majority of the Board of Directors. The entire committee meets on a quarterly basis to
review the overall portfolio.

Asset/Liability Committee of the Bank

          The Bank has a separately-designated standing Asset/Liability Committee. With the exception of Mr. Vittorio, all the members of the
Bank’s Asset/Liability Committee are independent as independence for directors is defined in Nasdaq Rule 4200(a)(15). The members of the
Asset/Liability Committee are Paul T. Canarick, Alexander L. Cover, William H. J. Hoefling, John T. Lane, Stephen V. Murphy, Walter C.
Teagle III and Michael N. Vittorio. The Committee, which was formed in November 2008, met once in 2008.

          The Asset/Liability Committee is responsible for: (1) providing oversight with respect to the Bank’s achievement of its overall objective of
maximizing return while minimizing risk regarding assets, liabilities, equity and off-balance sheet activities; (2) overseeing investment risk and
approving the investment policy limits and operating guidelines set forth in the Bank’s Investment Policy; (3) overseeing interest rate risk and
approving the risk limits and operating guidelines set forth in the Bank’s Interest Rate Risk Policy; and (4) overseeing liquidity risk and
approving the risk limits and operating guidelines set forth in the Bank’s Liquidity Policy and Liquidity Contingency Plan.

COMPENSATION OF DIRECTORS

Cash Compensation

          The non-executive Chairman of the Board of Directors of the Corporation and the Bank receives a quarterly retainer of $20,000 for service
on both boards. The Chairman does not receive per meeting fees or committee retainers. Other non-employee directors are paid a quarterly
retainer of $3,500 for service on the Corporation’s board and $1,200 for each regularly scheduled monthly meeting of the Bank’s board, provided
they attend at least eight of the ten meetings. If a director attends fewer than eight meetings, the director is paid $1,200 for each meeting
attended. In addition, directors of the Corporation and the Bank are generally paid $1,200 for each special Board meeting and $500 for each
telephone Board meeting. In addition to cash compensation, the non-executive Chairman of the Board as well as other non-employee directors
receive stock-based compensation as described hereinafter.

          The Chairman of the Corporation’s Governance and Nominating Committee receives an annual retainer of $4,000, and other committee
members receive annual retainers of $2,000. The Chairman of the
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Corporation’s Audit Committee receives an annual retainer of $10,000, and other committee members receive annual retainers of $4,000. The
Chairman of the Corporation’s Compensation Committee receives an annual retainer of $4,000, and other committee members receive annual
retainers of $2,000.

          The Chairman of the Bank’s Loan Committee receives an annual retainer of $4,000, and other committee members receive annual retainers
of $2,000. In addition, the Chairman and all other members of the Bank’s Loan Committee receive $500 per meeting with the Management Loan
Committee. The Chairman of the Bank’s Asset/Liability Committee receives an annual retainer of $4,000, and other committee members receive
annual retainers of $2,000. Mr. Vittorio does not receive director fees or committee fees from the Corporation or the Bank.

Stock-based Compensation

          The Corporation’s 2006 Stock Compensation Plan allows for the granting of equity awards to non-employee directors of the Corporation.
In January 2008, based on 2007 board service, the non-executive Chairman was granted 3,956 nonqualified stock options (“NQSOs”) with a value
of $26,581 and a target number of restricted stock units (“RSUs”) with a value of $22,172. Each other nonemployee director received a grant of
1,978 NQSOs with a value of $13,290 and a target number of RSUs with a value of $11,095. The number of RSUs granted to the Chairman and
each nonemployee director is in accordance with a methodology recommended by the Compensation Committee and adopted by the Board of
Directors on January 22, 2008. Pursuant to this methodology, each nonemployee director received a 2008 equity grant with a value 13% greater
than the grant they received in 2007. On a going forward basis, the percentage increase or decrease in the total value of equity granted to each
director in any given year will generally be equivalent to the percentage increase or decrease in the total value of equity granted to the Chief
Executive Officer for that year. The NQSOs granted to directors in 2008 have an exercise price of $18.50 which was the fair market value of one
share of the Corporation’s stock on the date of grant. Twenty percent (20%) of the NQSOs granted in 2008 become exercisable on each of the
first five anniversaries of the date of grant, except for the immediate vesting of all outstanding NQSOs which occurs upon retirement, death or
total and permanent disability. The RSUs granted in 2008 may be convertible into shares of common stock after three years except for the ability
to immediately convert all outstanding RSUs upon retirement, death or total and permanent disability. The ability to convert RSUs into shares of
common stock after three years and the related conversion ratio will be determined in the same manner as for executive officers described in the
“Compensation Discussion and Analysis” appearing elsewhere in this proxy statement.

          The following table sets forth information concerning the compensation of directors for 2008. The values shown for 2008 in the
“Compensation Cost of Stock Awards” and “Compensation Cost of Option Awards” columns of the table (columns (c) and (d)) represent the
compensation cost of RSUs and NQSOs, before reflecting forfeitures, recognized for financial statement reporting purposes pursuant to
Statement of Financial Accounting Standards No. 123 (revised 2004) “Share-Based Payment” (“SFAS No. 123(R)”). Under SFAS No. 123(R),
RSUs and NQSOs granted to non-employee directors after January 1, 2006 are expensed over their three and five year vesting periods,
respectively, or the period to retirement age, whichever is shorter.
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DIRECTOR COMPENSATION
YEAR ENDED DECEMBER 31, 2008

Name
(a)

Fees
Earned
or

Paid in
Cash
($)
(b)

Compen-
sation
Cost

Of Stock
Awards
(1)
($)
(c)

Compen-
sation
Cost

Of Option
Awards
(1)
($)
(d)

Change in
Pension
Value and
Nonqualified
Deferred

Compensation
Earnings (2)

($)
(e)

Total
($)
(f)

Option
Awards
Out-

standing
at Fiscal
Year
End
(#)
(g)

Stock
Awards
Out-

standing
at Fiscal
Year
End (3)
(#)
(h)

Allen E. Busching $39,650 $11,095 $13,288 $546 $64,579 10,184 1,704

Paul T. Canarick $33,400 $8,118 $5,147 $776 $47,441 6,144 1,704

Alexander L. Cover $42,150 $8,118 $3,854 $54,122 5,730 1,704

Beverly Ann Gehlmeyer (4) $10,725 $11,095 $13,288 $1,113 $36,221 8,480

William H. J. Hoefling $34,150 $8,118 $3,854 $46,122 2,970 1,704
Howard Thomas Hogan Jr.,
Esq.. $34,650 $8,118 $3,854 $2,462 $49,084 9,096 1,704

John T. Lane $36,733 $3,496 $2,654 $42,883 1,978 660

J. Douglas Maxwell Jr $42,275 $8,118 $3,854 $3,016 $57,263 10,774 1,704

Stephen V. Murphy $37,150 $8,118 $5,335 $50,603 4,034 1,704

Milbrey Rennie Taylor $30,900 $30,900

Walter C. Teagle III $80,000 $16,566 $7,715 $781 $105,062 13,716 3,403

(1) The values shown represent the compensation cost of stock and option awards, before reflecting forfeitures, recognized for financial
statement reporting purposes pursuant to SFAS No. 123(R). For the assumptions made in determining the compensation cost of stock and
option awards please see Note J “Stock-Based Compensation” to the Corporation’s 2008 Consolidated Financial Statements. Because
directors Busching and Gehlmeyer had already reached retirement age, the full value of the stock and option awards to them in 2008 were
expensed on the date of grant. Other than 348 RSUs forfeited by Ms. Gehlmeyer, there were no forfeitures for directors in 2008. The
RSUs forfeited by Ms. Gehlmeyer represent the excess of the maximum over the target number of shares of common stock into which the
RSUs granted to her in 2007 could potentially have been converted.

(2) The change in pension value represents interest on the benefit frozen as of December 31, 2000 (for additional details see “Retirement Plan
For Directors” appearing elsewhere in this proxy statement).

(3) Represents the maximum number of shares of common stock into which the stock awards in the form of RSUs can be converted if certain
performance criteria are met in 2009 and 2010. The target and threshold number of shares is 2,708 and 1,355, respectively, for the
Non-executive Chairman and 1,356 and 678, respectively, for each nonemployee director other than Mr. Lane. For Mr. Lane, the target
and threshold number of shares is 660 and 330, respectively.

(4) On April 21, 2008, Beverly Ann Gehlmeyer’s term as a Class II director expired and she retired from the Board of Directors.
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          The following table sets forth information regarding the grant of plan based awards during 2008 to nonemployee directors. The awards
were granted by the Board on January 22, 2008 based on a recommendation by the Compensation Committee. The awards included RSUs which
are reflected in columns (c) and (d) and NQSOs which are reflected in column (e). With respect to RSUs, column (g) reflects the grant date fair
value of the maximum future payout. The threshold payout is 50% of the maximum.

GRANT OF PLAN BASED AWARDS
YEAR ENDED DECEMBER 31, 2008

Estimated Future Payout
Under Equity Incentive

Plan Awards All Other
Option
Awards:
Number of
Securities
Under-
lying
Options
(#)
(e)

Exercise
or Base
Price of
Option
Awards
($/Sh)
(f)

Grant
Date Fair
Value of
Stock
and

Option
Awards
(g)

Name
(a)

Grant
Date
(b)

Threshold
(#)
(c)

Maximum
(#)
(d)

Allen E. Busching 1/22/08 1,978 $ 18.50 $ 13,290

Allen E. Busching 1/22/08 330 660 $ 16,643

Paul T. Canarick 1/22/08 1,978 $ 18.50 $ 13,290

Paul T. Canarick 1/22/08 330 660 $ 16,643

Alexander L. Cover 1/22/08 1,978 $ 18.50 $ 13,290

Alexander L. Cover 1/22/08 330 660 $ 16,643

Beverly Ann Gehlmeyer 1/22/08 1,978 $ 18.50 $ 13,290

Beverly Ann Gehlmeyer 1/22/08 330 660 $ 16,643

William H. J. Hoefling 1/22/08 1,978 $ 18.50 $ 13,290

William H. J. Hoefling 1/22/08 330 660 $ 16,643

Howard Thomas Hogan Jr., Esq 1/22/08 1,978 $ 18.50 $ 13,290

Howard Thomas Hogan Jr., Esq 1/22/08 330 660 $ 16,643

John T. Lane 1/22/08 1,978 $ 18.50 $ 13,290

John T. Lane 1/22/08 330 660 $ 16,643

J. Douglas Maxwell Jr 1/22/08 1,978 $ 18.50 $ 13,290

J. Douglas Maxwell Jr 1/22/08 330 660 $ 16,643

Stephen V. Murphy 1/22/08 1,978 $ 18.50 $ 13,290

Stephen V. Murphy 1/22/08 330 660 $ 16,643

Milbrey Rennie Taylor

Milbrey Rennie Taylor

Walter C. Teagle III 1/22/08 3,956 $ 18.50 $ 26,581

Walter C. Teagle III 1/22/08 660 1,319 $ 33,261
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MANAGEMENT

           The following tables contain information about the executive officers of the Corporation and the Bank.

Executive Officers
of the Corporation Age Present Capacity

Term of
Office

Officer
Since

Michael N. Vittorio 56 Director, President and
   Chief Executive Officer

3 yrs. 2002

Sallyanne K. Ballweg 53 Senior Vice President 1.5 yrs. 2007
Mark D. Curtis 54 Senior Vice President

   and Treasurer
1.5 yrs. 1997

John Grasso 50 Senior Vice President 1 yr. 2007
Brian J. Keeney 60 Senior Vice President 1.5 yrs. 2000
Richard Kick 51 Senior Vice President 1.5 yrs. 1991
Donald L. Manfredonia 57 Senior Vice President 1.5 yrs. 1987

Executive Officers
of the Bank Age Present Capacity

Term of
Office

Officer
Since

Michael N. Vittorio 56 Director, President and
   Chief Executive Officer

1 yr. 2002

Sallyanne K. Ballweg 53 Senior Executive Vice
   President

1 yr. 2007

Mark D. Curtis 54 Executive Vice President,
   Chief Financial Officer
   and Cashier

1 yr. 1997

John Grasso 50 Executive Vice President 1 yr. 2007
Brian J. Keeney 60 Executive Vice President 1 yr. 2000
Richard Kick 51 Executive Vice President 1 yr. 1991
Donald L. Manfredonia 57 Executive Vice President 1 yr. 1982

          Ms. Ballweg joined the Corporation and the Bank on December 31, 2007 as Senior Vice President of the Corporation and Senior
Executive Vice President of the Bank. From 1978 through August 2007, Ms. Ballweg was employed at JPMorgan Chase, most recently as
Senior Vice President responsible for managing Chase’s middle market business in Queens County, New York. Previously, Ms. Ballweg was a
Vice President and Team Leader responsible for Chase’s middle market business on Long Island.

          Mr. Grasso joined the Corporation and the Bank on January 22, 2007 as Senior Vice President of the Corporation and Executive Vice
President of the Bank. From 1999 through 2006, Mr. Grasso was employed at HSBC Bank USA as Senior Vice President/District Executive
responsible for managing consumer, commercial and investment business for twenty-two branches in Nassau County, Long Island. Previously
he held various positions at Chase Manhattan Bank, Dime Savings Bank of New York and Ridgewood Savings Bank.
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COMPENSATION COMMITTEE REPORT

          We have reviewed and discussed with management the Compensation Discussion and Analysis included herein and provided pursuant to
Item 402(b) of Regulation S-K.

          Based on this review and discussion, we recommended to the Board of Directors that the Compensation Discussion and Analysis be
included in this proxy statement.

Allen E. Busching
William H. J. Hoefling
Howard Thomas Hogan Jr.
Stephen V. Murphy
Walter C. Teagle III

COMPENSATION DISCUSSION AND ANALYSIS

           The following is a discussion of the compensation awarded to, earned by, or paid to the named executive officers. The discussion explains
all the material elements of the Corporation’s compensation of the named executive officers. It should be read in conjunction with the other
executive compensation disclosures that appear elsewhere in this proxy statement.

Objectives Of The Executive Compensation Program

          The Corporation’s executive compensation program is designed to enable the Corporation to attract and retain the talent necessary to
successfully operate and grow the Bank.

What The Executive Compensation Program Is Designed To Reward

          Certain elements of the executive compensation program are intended to reward current performance while others are intended to provide
an incentive for continued employment and future performance.

Elements Of Executive Compensation

           The executive compensation program consists of three basic components: (1) cash; (2) equity awards currently in the form of NQSOs and
RSUs; and (3) other noncash compensation.

Cash Compensation. The cash components of the executive compensation program are base salary and short-term incentive compensation
awarded in the form of cash bonuses. Cash bonuses are generally paid to executive officers in the early part of the year based on performance for
the year just past. The CEO’s annual bonus is based on the Corporation’s financial performance for the past year as measured by net income,
ROA, and the loan to deposit ratio. Net income is assigned a 50% weight, while ROA and the loan to deposit ratio are currently assigned weights
of 20% and 30%, respectively. Annual bonuses for the other executive officers are based on a combination of corporate financial performance,
personal performance and the discretion of the CEO and the Compensation Committee. For all but the Executive Trust Officer, corporate
financial performance is assigned a weight of 80%, while personal performance and the discretion of the CEO and the Compensation Committee
are assigned a weight of 20%. For the Executive Trust Officer, the weight assigned to corporate financial performance is 50% and the remaining
50% is assigned to personal performance and the discretion of the CEO and the Compensation Committee.
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          Beginning in 2009, the cash bonuses for the Senior Executive Vice President and the Chief Financial Officer, like the cash bonus for the
CEO, will be based solely on corporate financial performance rather than a combination of corporate financial performance and personal
performance.

          For cash bonuses to be awarded on account of corporate financial performance, such performance must fall within a predetermined range
selected by the Compensation Committee. The range consists of a threshold level, or minimum performance level necessary to earn a bonus and
below which no bonus is paid, a maximum level, or performance level necessary to earn the maximum bonus and beyond which no additional
bonus can be earned, and a target level, or performance level necessary to earn the target bonus. The target level of performance for net income,
ROA and the loan to deposit ratio in any given year is equal to the level for each such metric set forth for the corresponding year in the
Corporation’s strategic plan. The difference between the target level of performance and the threshold level of performance is roughly equivalent
to the difference between the performance of banks in the 50th percentile and the 25th percentile of the Corporation’s peer group, while the
difference between the target level of performance and the maximum level of performance is roughly equivalent to the difference between the
performance of banks in the 50th percentile and the 75th percentile of the Corporation’s peer group. For cash bonuses to be awarded on account of
personal performance, the executive officer must successfully achieve personal goals, such as growth in demand deposit balances or the
successful introduction and implementation of a new product. Such goals are designed to drive, either directly or indirectly, the Corporation’s
current and/or future performance.

          If the Corporation achieves the target levels for net income, ROA and the loan to deposit ratio set forth in its strategic plan, the CEO
receives a cash bonus equal to 35% of his base salary and the CFO and other executive officers receive cash bonuses equal to 30% of their base
salaries. However, the receipt of the full 30% by the CFO and other executive officers is contingent upon the achievement of all personal goals
and is subject to the discretion of the CEO and the Compensation Committee. The CEO can earn a cash bonus of up to 52.5% of his base salary
and the other executive officers can earn bonuses of up to 45% of their base salaries for a maximum level of performance in terms of net income,
ROA and the loan to deposit ratio. Conversely, if net income, ROA and the loan to deposit ratio just hit threshold levels of performance, the cash
bonus for the CEO will be 17.5% of his base salary and the cash bonuses for the CFO and other executive officers will be 15% of their base
salaries. In the event that the maximum or threshold level of financial performance is achieved, the receipt of the full corresponding bonus of
45% or 15% of base salary as the case may be by the CFO and other executive officers is contingent on the achievement of all personal goals
and is subject to the discretion of the CEO and the Compensation Committee. Performance greater than the threshold level but less than the
maximum level will result bonuses based on corporate financial performance proportionately greater than the minimum bonuses but less than the
maximum bonuses. If less than the threshold level of net income, ROA and the loan to deposit ratio are achieved, neither the CEO nor the CFO
or other executive officers will receive cash bonuses on account of corporate financial performance. For the 2008 cash bonuses reflected in
column (d) of the Summary Compensation Table, the threshold level of net income, ROA and loan to deposit ratio was $8.8 million, .83%, and
52.09%, respectively, the target level of net income, ROA and loan to deposit ratio was $11.8 million, 1.10%, and 54.83%, respectively, and the
maximum level of net income, ROA and loan to deposit ratio was $20.6 million, 1.65%, and 65.80%, respectively. The actual levels achieved
for 2008 were net income of $13.0 million, ROA of 1.10% and a year-end loan to deposit ratio of 73.10%.

          Cash bonuses for the CEO and other executive officers can be reduced at the discretion of the Compensation Committee in any year in
which the Bank’s regulatory rating declines. In addition, in the
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future the Compensation Committee may use different metrics to measure corporate performance such as earnings per share, return on average
stockholders’ equity (“ROE”) and the CAMELS rating assigned by the Bank’s primary federal regulator.

2008 Equity Awards. The equity components of executive compensation are NQSOs and RSUs. Equity awards are generally made to
executive officers in the early part of the year based on performance for the year just past. Corporate financial performance for purposes of
determining both NQSO and RSU awards will be assessed by comparing the Corporation’s actual net income and ROA for the year to the level
for each set forth for the corresponding year in the Bank’s strategic plan. In assessing overall financial performance, net income and ROA will
each be assigned a weight of 50%.

          If the Corporation achieves the levels of net income and ROA set forth in its strategic plan, the CEO and other executive officers will each
receive NQSOs with a grant date fair value equal to 20% of their base salaries and RSUs with a grant date fair value equal to 20% of their base
salaries. For this purpose, the grant date fair value of RSUs is equal to the Corporation’s closing stock price on the date of grant and the grant
date fair value for NQSOs is equal to one third (1/3) of the closing stock price. The CEO and other executive officers can receive NQSOs and
RSUs each with a grant date fair value up to 30% of their base salaries for maximum levels of net income and ROA. Conversely, if net income
and ROA just hit threshold levels of performance, the CEO and other executive offices will receive NQSOs and RSUs each with a grant date fair
value equal to 10% of their base salaries. If less than the threshold level of net income and ROA are achieved, neither the CEO nor the other
executive officers will receive awards of NQSOs or RSUs. Performance greater than the threshold level but less than the maximum level will
result in NQSO and RSU awards proportionately greater than the minimum awards but less than the maximum awards. The 2008 equity awards
reflected in columns (c) through (e) of the Grant of Plan Based Awards Table were based on actual net income and ROA for 2007 of $11.8
million and 1.14%, respectively. The threshold level of net income and ROA for 2007 was $8.2 million and .82%, respectively, the target level
of net income and ROA was $10.9 million and 1.09%, respectively, and the maximum level of net income and ROA was $19.1 million and
1.64%, respectively.

          NQSOs will generally vest ratably over five (5) years and RSUs may be convertible into shares of common stock after three years.
Vesting of both NQSOs and RSUs may be subject to acceleration in the event of death, total and permanent disability or retirement. The ability
to convert RSUs into shares of common stock and the related conversion ratio will be dependent on the Corporation’s performance in the third
year of the three calendar year period beginning in the year in which the RSUs were awarded. Corporate performance for purposes of converting
RSUs will be assessed using the same financial performance metrics used for the awarding of NQSOs and RSUs. For the RSUs granted in 2007,
the threshold level of performance will result in a conversion ratio of one RSU for one-half (½) share of common stock, the target level of
performance will result a conversion ratio of one RSU for one share of common stock, and performance equal to or better than the maximum
level of performance will result in a conversion ratio of one RSU for one and one-half (1½) shares of common stock. For the RSUs granted in
2007, performance greater than the threshold level but less than the maximum level will result in a conversion ratio proportionately greater than
one RSU for one-half (½) share of common stock but less than one RSU for one and one-half (1½) shares of common stock. Beginning with
RSUs granted in 2008, the threshold level of performance will result in a conversion ratio of one RSU for one-half (½) share of common stock
and performance equal to or better than target level will result in a conversion ratio of one RSU for one share of common stock. For the RSUs
granted in 2008, performance greater than the threshold level but less than the target level will result in a conversion ratio proportionately greater
than one

18

Edgar Filing: FIRST OF LONG ISLAND CORP - Form DEF 14A

21



RSU for one-half (½) share of common stock but less than one RSU for one share of common stock. For all RSUs, if net income and ROA fall
below the threshold level, the RSUs will expire and not be convertible into shares of the Corporation’s common stock. Threshold, target and
maximum levels of performance are determined in the same way as for short-term incentive compensation. For the RSUs granted in 2007,
management currently believes that it is probable that the Corporation’s performance will be at or about the target levels.

          The Corporation does not have equity or other security ownership requirements for its executive officers.

Other Noncash Compensation. Other noncash compensation consists of: (1) retirement benefits paid under the Bank’s defined benefit
pension plan (the “Pension Plan”) and 401(k) plan; (2) supplemental executive retirement benefits paid under the Bank’s Supplemental Executive
Retirement Plan (“SERP”); and (3) fringe benefits not available to the general employee population of the Bank.

          The only participant in the SERP, which is described in detail elsewhere in this proxy statement, is the CEO. Noncash fringe benefits,
other than those available to the general employee population at the Bank, include the personal use of business automobiles and country clubs.
As of December 31, 2008, all of the Bank’s executive officers have use of a company automobile and four of the Bank’s executive officers,
including the CEO, have country club memberships.

          The Compensation Committee periodically evaluates the competitiveness of the Corporation’s retirement benefits for executive officers
and all other employees on the basis of the percentage of employment income replaced by such benefits in retirement versus the percentage
replaced by the programs of its peers. Gains from prior stock option awards have not been specifically considered in setting retirement benefits.

Why We Choose To Pay Each Element of Executive Compensation

          The Compensation Committee believes that base salary for an executive officer should compensate the officer for the skills and effort
required to perform the officer’s day-to-day responsibilities, taking into account the size and complexity of the Corporation. The Compensation
Committee has included incentive compensation awarded in the form of annual bonuses in the executive compensation program as a means to
incent executive officers to maximize corporate performance through, among other things, the achievement of corporate goals set forth in the
Corporation’s strategic plan and personal goals set for the officer at the beginning of each fiscal year. Longer-term components of compensation,
which include awards under the Corporation’s stock-based compensation program and retirement benefits provided by the Corporation’s Pension,
401(k), and SERP plans are provided to encourage executive officers to maintain their employment with the Corporation and maximize
long-term corporate performance. The purpose of the SERP is to provide executive officers selected by the Compensation Committee with the
additional pension and 401(k) benefits, if any, that they would receive in the absence of Internal Revenue Code provisions which limit the
amount of compensation that can be considered in determining retirement benefits to be paid under the Bank’s tax qualified retirement plans.
Country club memberships are provided to certain executive officers to aid them in achieving their business development and business retention
goals. Business automobiles are generally provided to executive officers as an alternative to reimbursing such officers for mileage driven on
account of business conducted on behalf of the Bank.
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How We Determine The Amount To Pay For Each Element of Executive Compensation

          The total compensation paid by the Corporation to its executive officers is based on an overall assessment of the Corporation’s financial
performance, both current and projected, as well as comparisons of total compensation to the like amounts paid by peer banks to their executive
officers. Such comparative studies are performed and updated on a periodic basis by independent compensation consulting firms working under
the direction of the Corporation’s Compensation Committee or by the Compensation Committee itself. The most recent study by an independent
compensation consulting fir was performed and completed in 2006 by Buck Consultants. In addition, Buck Consultants was engaged in 2007 to
provide an update on the competitiveness of the compensation paid to the Corporation’s CEO when compared to the amounts paid to CEOs of the
Corporation’s peer banks. The peer group, which was determined by the Compensation Committee in consultation with Buck Consultants,
included fifteen (15) publicly held banks located in New York, New Jersey, and Pennsylvania, the Bank’s general geographic area. These banks
were similar in size and scope to the Bank, with total assets ranging from approximately $500 million to $2 billion, or from one-half to twice the
size of the Bank. The peer banks included State Bancorp, Inc., Suffolk Bancorp, Smithtown Bancorp, Inc., Bridge Bancorp, Inc., Hudson Valley
Holding Corp., Sterling Bancorp, Royal Bancshares of Pennsylvania, Inc., Peapack-Gladstone Financial Corporation, Center Bancorp, Inc.,
Greater Community Bancorp, Republic First Bancorp, Inc., First Chester County Corporation, Bryn Mawr Bank Corporation, PSB Bancorp,
Inc., and Central Jersey Bancorp. The Compensation Committee currently believes that total compensation for executive officers should be at or
about the 75th percentile of the peer group.

Termination and Change in Control Payments

          Each of the named executive officers has an employment agreement with the Corporation that provides for severance compensation in the
event of an involuntary termination of employment or resignation of employment following a change in control. These provisions are designed
to insure that the executive officers of the Bank are not significantly harmed or unduly enriched and are thereby indifferent to the consummation
of a transaction, such as a sale or merger of the Bank, that may be in the best interests of the Corporation’s shareholders. In determining the
severance arrangement for the CEO and each of the other executive officers, the Compensation Committee considered the severance
arrangements offered by peer banks to their CEOs and other executive officers.

Impact of Accounting and Tax Treatment of Certain Elements of Compensation

          Effective January 1, 2006, the date the Corporation adopted SFAS No. 123(R), the Compensation Committee began granting nonqualified
stock options as opposed to incentive stock options as had been granted in the past. Nonqualified stock options are advantageous from the
Corporation’s standpoint because, unlike incentive stock options, the Corporation can record a book tax benefit for the compensation cost
recognized for financial statement reporting purposes under SFAS No. 123(R) and receives a tax benefit upon the exercise of in-the-money
options.

Role of Executive Officers In Determining Executive Compensation

          The proposed compensation of executive officers is determined by the Compensation Committee, periodically working in conjunction
with compensation consultants, and then recommended to the Board. From time to time certain executive officers have served as a resource to
the Compensation Committee in gathering the information necessary to make such compensation determinations. However, these officers
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do not have a significant policy-making role with respect to determining the amount or form of executive compensation.

COMPENSATION OF EXECUTIVE OFFICERS

          Included in the Summary Compensation Table that follows is information with respect to the aggregate compensation paid or accrued
during each of the three years in the period ended December 31, 2008 to the CEO, CFO and each of the additional three most highly
compensated executive officers of the Bank who received total compensation, excluding that reported in column (g) of the Summary
Compensation Table, of more than $100,000 for services rendered to the Corporation or the Bank (the “named executive officers”). All
compensation information is provided pursuant to the Securities and Exchange Commission executive compensation disclosure rules for proxy
statements. All of the listed officers are also officers of the Corporation but received salaries only from the Bank. No compensation for their
employment other than stock options and RSUs was received from the Corporation.

SUMMARY COMPENSATION TABLE
YEARS ENDED DECEMBER 31, 2008, 2007 AND 2006

Name and Principal
Position
(a)

Year
(b)

Base
Salary
($)
(c)

Bonus
($)
(d)

Stock
Awards
(1)
($)
(e)

Option
Awards
(1)
($)
(f)

Change in
Pension
Value
($)
(g)

All
Other

Compen-
sation (2)

($)
(h)

Total
($)
(i)

Michael N. Vittorio 2008 $ 390,000 $ 161,460 $ 45,605 $ 23,906 $ 104,197 $ 57,696 $ 782,864
President, Chief Executive 2007 $ 371,000 $ 149,179 $ 22,695 $ 45,748 $ 51,972 $ 56,777 $ 697,371
Officer and Director 2006 $ 349,500 $ 125,915 — $ 4,330 $ 42,589 $ 16,235 $ 538,569

Sallyanne K. Ballweg 2008 $ 217,500 $ 75,000 — $ 1,344 — $ 1,006 $ 294,850
Senior Vice President

Mark D. Curtis 2008 $ 206,000 $ 80,815 $ 24,884 $ 21,394 $ 59,570 $ 9,268

effect
on
us);

� changes in the
price or
trading
volume of our
common stock
(provided that
this exception
will not
prevent or
otherwise
affect a
determination
that any
change, effect,
circumstance
or
development
underlying
these changes
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has or has not
resulted in, or
contributed to,
a material
adverse effect
on us, and no
changes will
be used as
evidence that
some other
change, effect,
circumstance
or
development
has had or has
not had a
material
adverse effect
on us); or

� adverse
changes
arising from
or relating to
any change in
GAAP or any
change in
applicable
laws, in each
case proposed,
adopted or
enacted after
the date of the
merger
agreement.

The merger is not conditioned upon Motorola or Merger Sub obtaining financing. The total amount of funds necessary
to pay the merger consideration will be approximately $140 million. Motorola expects to fund the cash requirements
for the transaction primarily from cash on hand.

No Solicitation of Other Acquisition Proposals by Terayon

The merger agreement provides that we will not, nor will we permit or authorize any of our subsidiaries or any officer,
director, employee, accountant, counsel, financial advisor, agent or other representative of us or any of our
subsidiaries, directly or indirectly, or authorize or direct any of our representatives, to:

� solicit, initiate, facilitate, respond to or encourage any inquiries regarding or relating to, or the submission of,
any takeover proposal, as defined below;

� participate in any discussions or negotiations, furnish to any person any information or data relating to us or
our subsidiaries, provide access to our properties, books, records or employees or take any other action, in each
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case regarding or to facilitate the making of any proposal that constitutes, or may be reasonably be expected to
lead to, any takeover proposal;

� enter into any letter of intent, memorandum of understanding, agreement in principle, acquisition agreement,
merger agreement or other similar agreement or commitment with respect to any takeover proposal, or agree
to, approve, endorse or resolve to recommend any takeover proposal;

� grant any waiver or release under any standstill or similar agreement by any third party who has made a
takeover proposal; or

� take any action to exempt any third party from the restrictions on �business combinations� contained in
Section 203 of the Delaware General Corporation Law or otherwise cause such restrictions not to apply.

Notwithstanding any of these restrictions, we may make certain disclosures to our stockholders required under
applicable law, including to comply with our board of directors� fiduciary duties, and we may provide notice of these
restrictions to any person.

The merger agreement provides that we will, and will cause or representatives and our subsidiaries to, immediately
terminate any existing activities, discussions, solicitations or negotiations with any person conducted up to the date of
the merger agreement with respect to a takeover proposal.
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However, if at any time before our stockholders vote to adopt the merger agreement and approve the merger:

� we receive a bona fide written takeover proposal after the date of the merger agreement that our board of
directors determines, after consultation with outside counsel, constitutes a superior proposal (as defined below)
or is more favorable to our stockholders from a financial point of view than the merger and is reasonably likely
to lead to a superior proposal; and

� the takeover proposal was made and not solicited after the date of the merger agreement, and did not otherwise
result from our breach of our nonsolicitation obligations (other than unintentional breaches that did not result in
the takeover proposal and had only an immaterial impact on Motorola�s rights under the nonsolicitation
provisions);

we may, if our board of directors determines in good faith, after receiving advice from outside counsel, that such
action is required to discharge our board of directors� fiduciary duties to our stockholders and, subject to providing
prompt oral and written notice of our decision to do so to Motorola:

� furnish, under a confidentiality agreement substantially similar to the one signed by Motorola, information
about us and our subsidiaries that is not of greater scope, area, or detail than was provided to Motorola to the
person making such takeover proposal and its representatives; and

� negotiate and participate in discussions with the party making the bona fide, written takeover proposal.

The merger agreement provides that:

� the term �takeover proposal� means any inquiry, proposal, offer or indication of interest from any person other
than Motorola or any of its affiliates that constitutes, or that would reasonably be expected to lead to, any
transaction to acquire beneficial ownership of (1) assets that constitute 15% or more of our and our
subsidiaries� consolidated revenues, net income or assets, or (2) 15% or more of any class of our or of any of
our subsidiaries� equity securities pursuant to a transaction or series of transactions, including:

� a merger, consolidation, share exchange, or other business combination involving us or our subsidiaries;

� a sale, issuance, exchange, transfer or other disposition of our or our subsidiaries� shares of capital stock;

� a sale, lease, license, exchange, transfer or other disposition of our or our subsidiaries� assets; or

� a tender offer or exchange offer with respect to either us or any of our subsidiaries, which is structured to
permit another person to acquire beneficial ownership of assets that constitute 15% or more of our and our
subsidiaries� consolidated revenues, net income or assets or 15% or more of the equity interest in either us
or any of our subsidiaries; and

� the term �superior proposal� means an unsolicited written proposal or offer made by a third party to acquire,
directly or indirectly, greater than 50% of the shares of our outstanding common stock (or would result in our
stockholders beneficially owning less than 50% of the voting power of the combined or ongoing entity) or to
acquire all or substantially all of our assets, in each case which our board of directors determines in good faith
(after consultation with its financial advisors) to be more favorable to our stockholders from a financial point of
view than the merger, taking into account all relevant terms and conditions of such proposal or offer as it
deems relevant, and which, in the good faith reasonable judgment of our board of directors, is reasonably likely
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to be completed.

In the event that we receive any takeover proposal or a communication reasonably likely to lead to one, we must
promptly (within one business day) notify Motorola orally and in writing of the terms and conditions of the proposal
and the identity of the person making it, and provide Motorola with a copy of the written proposal. We must also
promptly (within 24 hours) notify Motorola of any change to the material terms of any takeover proposal or of any
determination by our board of directors that a takeover proposal constitutes a superior proposal.
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The merger agreement further provides that our board of directors will not:

� withdraw or modify, or propose to withdraw or modify, in any manner adverse to Motorola or Merger Sub, the
board�s recommendation that our stockholders vote in favor of adoption of the merger agreement and approval
of the merger, or approve, recommend or propose to approve or recommend any takeover proposal; or

� enter into, any letter of intent, memorandum of understanding, agreement in principle, acquisition agreement,
merger agreement, option agreement or other similar agreement or commitment with respect to any takeover
proposal.

However, at any time when a superior proposal is pending and before our stockholders vote on the merger, if our
board of directors determines in good faith (after receiving advice from outside counsel) that such action is required to
discharge its fiduciary duties to our stockholders, our board of directors may change or withdraw its recommendation
in a manner adverse to Motorola or Merger Sub and/or approve or recommend a superior proposal, and we may enter
into a letter of intent, memorandum of understanding, agreement in principle, acquisition or similar agreement with
respect to the superior proposal. However, before doing so, our board of directors is required to give Motorola three
business days prior written notice (which notice must state the material terms and conditions of the superior proposal
and the identity of the person making it), and a further three business days notice in the event of any material
amendment to the financial terms or any other material term of the superior proposal, and during the three business
days, Motorola must not have made a matching offer. A matching offer is one that is at least as favorable to our
stockholders as the superior proposal, as concluded by our board of directors in its good faith judgment, after
consultation with its financial advisors and receipt of advice from outside counsel.

For a discussion of the circumstances under which we must pay a $5.25 million termination fee, see �Termination;
Payment of Termination Fee� below.

Termination; Payment of Termination Fee

The merger agreement may be terminated at any time prior to the effective time of the merger, regardless of whether
our stockholders have adopted the merger agreement:

� by mutual written consent of Motorola, and us;

� by either Motorola or us, by written notice if:

� the merger has not been completed on or before September 21, 2007, or a later date as extended by mutual
written consent of Motorola and us, unless the party that seeks to terminate has breached or failed to perform
in any material respect its obligations under the merger agreement in any manner that has been the principal
cause of, or has primarily resulted in, the merger not being completed by that date;

� our stockholders do not adopt the merger agreement and approve the merger at the special meeting, or at any
adjournment or postponement thereof, unless the party that seeks to terminate has breached or failed to
perform in any material respect its obligations under the merger agreement in any manner that has been the
principal cause of, or has primarily resulted in, the merger not being completed by that date; or

� any order permanently restraining, enjoining or otherwise prohibiting completion of the merger becomes
final and nonappealable (provided that the party that seeks to terminate has used commercially reasonable
efforts to have the order lifted);
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� by Motorola if:

� our board fails to recommend approval of the merger agreement and the merger in this proxy statement,
changes, or resolves to change, its recommendation to adopt the merger agreement and approve the merger,
recommends to the stockholders a competing transaction or publicly announces that it intends to do so, or
enters into any alternative acquisition agreement accepting any competing transaction;

� a tender offer or exchange offer for our outstanding shares of capital stock is commenced, and our board fails
to recommend to our stockholders against accepting the offer;

50

Edgar Filing: FIRST OF LONG ISLAND CORP - Form DEF 14A

Table of Contents 30



Table of Contents

� our board, upon request of Motorola following receipt of a proposal or offer for a competing transaction,
fails to reaffirm to Motorola the approval or recommendation of the merger and the merger agreement within
five business days of the request;

� we or any of our officers, directors, representatives or agents knowingly and materially breaches our
obligations under the non-solicitation provisions or specified provisions relating to the special meeting of our
stockholders in the merger agreement; or

� we have breached any of our representations, warranties, covenants or agreements in the merger agreement,
or any of our representations or warranties becomes untrue after the date of the merger agreement, so that the
related closing condition would not be satisfied, and we do not cure the breach within 20 days after we
receive written notice of it from Motorola (although Motorola may not terminate the merger agreement if
Motorola or Merger Sub is in material breach of the merger agreement);

� by us if:

� prior to the stockholder vote with respect to the adoption of the merger agreement and approval of the
merger, our board of directors, in compliance with the nonsolicitation provisions of the merger agreement,
has approved or recommended to our stockholders a superior proposal, Motorola has failed to match the
superior proposal within three business days after we notify Motorola of the superior proposal, and we have
paid Motorola the termination fee described below; or

� Motorola or Merger Sub has breached any of their representations, warranties, covenants or agreements in
the merger agreement, or any of their representations or warranties becomes untrue after the date of the
merger agreement, so that the relating closing condition would not be satisfied, and they do not cure the
breach within 20 days after they receive written notice of it from us (although we may not terminate the
merger agreement if we are in material breach of the merger agreement).

If the merger agreement is terminated pursuant to the above provisions, the merger agreement will become void and of
no effect, without any liability or obligation on the part of Motorola, Merger Sub or us, except with respect to
specified provisions of the merger agreement, including those regarding confidentiality, fees and expenses, and
liability for fraud or willful or intentional breach of the merger agreement.

We will be required to pay Motorola a $5.25 million termination fee if:

� the merger agreement is terminated by either Motorola or us because either the merger has not been completed
prior to September 21, 2007, or our stockholders have not adopted the merger agreement at the special
meeting, and

� after the date of the merger agreement but prior to the termination date (in the case of termination for
failure to complete the merger prior to September 21, 2007) or the special meeting date (in the case of
termination for failure to obtain the requisite stockholder vote), a third party makes, or publicly discloses
or announces an intention to make, a takeover proposal involving 35% or more of our and our subsidiaries�
consolidated revenues, net income or assets, or 35% or more of any class of our or of any of our
subsidiaries� equity securities; and

� within 12 months of such termination of the merger agreement, we or any of our subsidiaries enter into
any letter of intent, memorandum of understanding, agreement in principle, acquisition agreement, merger
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agreement or other similar agreement or commitment to consummate, or approves or recommends to our
stockholders or otherwise does not oppose, a transaction fitting the above description with the third party.

� the merger agreement is terminated by Motorola as a result of the occurrence of any of the following, or by us,
if our stockholders fail to adopt the merger agreement at the special meeting or any adjournment or
postponement thereof and, prior to the date of the special meeting:

� our board fails to recommend adoption of the merger agreement and approval of the merger in the proxy
statement, changes, or resolves to change, its recommendation of the merger, recommends to the
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stockholders a competing transaction or publicly announces that it intends to do so, or enters into any
alternative acquisition agreement accepting any competing transaction;

� a tender offer or exchange offer for our outstanding shares of capital stock is commenced, and our board
fails to recommend against our stockholders accepting it;

� our board, upon request of Motorola following receipt of a proposal or offer for a competing transaction,
fails to reaffirm to Motorola the approval or recommendation of the merger and the merger agreement
within five business days of such request; or

� we or any of our officers, directors, representatives or agents knowingly and materially breaches our
obligations under the non-solicitation provisions or specified provisions relating to the stockholders�
meeting in the merger agreement.

� the merger agreement is terminated by us prior to the stockholder vote in connection with our board of
directors, in compliance with the nonsolicitation provisions of the merger agreement, approving or
recommending to our stockholders a superior proposal, and Motorola failing to match the superior proposal
within three business days after we notify Motorola of it.

If the termination fee is paid, it is Motorola�s and Merger Sub�s sole and exclusive remedy upon termination of the
merger agreement.

Fees and Expenses

Except for circumstances in which we are required to pay the termination fee described above, the merger agreement
generally provides that each party will pay its own fees and expenses in connection with the merger agreement,
whether or not the merger is completed.

Amendment, Extension and Waiver

At any time prior to the completion of the merger, the merger agreement may be amended, modified or supplemented
by mutual consent of the parties in writing. However, after the merger agreement has been adopted by our
stockholders, there may not be any amendment, modification or supplement of the merger agreement without our
stockholders� further approval, if their approval to the amendment, modification or supplement is required by law. At
any time prior to the completion of the merger, the parties may, to the extent permitted by law, waive compliance with
any condition in the merger agreement.

PROPOSAL TO ADJOURN THE SPECIAL MEETING

The Adjournment Proposal

If at the special meeting of stockholders the number of shares of our common stock represented and voting in favor of
adoption of the merger agreement and approval of the merger is insufficient to adopt that proposal under the Delaware
General Corporation Law, we intend to move to adjourn the special meeting in order to enable our board of directors
to solicit additional proxies in respect of such proposal. In that event, we will ask our stockholders to vote only upon
the adjournment proposal, and not the proposal regarding adoption of the merger agreement and approval of the
merger.
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In this proposal, we are asking you to authorize the holder of any proxy solicited by our board of directors to vote in
favor of granting discretionary authority to the proxy or attorney-in-fact to adjourn the special meeting to another time
and place for the purpose of soliciting additional proxies. If the stockholders approve the adjournment proposal, we
could adjourn any adjourned session of the special meeting and use the additional time to solicit additional proxies,
including the solicitation of proxies from stockholders that have previously voted. Among other things, approval of
the adjournment proposal could mean that, even if we had received proxies representing a sufficient number of votes
against adoption of the merger agreement and approval of the merger to defeat that proposal, we could adjourn the
special meeting without a vote on the merger agreement and seek to convince the
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holders of those shares to change their votes to votes in favor of adoption of the merger agreement and approval of the
merger.

Vote Required and Board Recommendation

The proposal to adjourn the special meeting for the purpose of soliciting additional proxies, if necessary, will be
approved if the votes cast in favor of the proposal by shares of common stock, present in person or represented by
proxy and entitled to vote on the subject matter, exceed the votes cast against the proposal. No proxy that is
specifically marked �AGAINST� adoption of the merger agreement and approval of the merger will be voted in favor of
the adjournment proposal, unless it is specifically marked �FOR� the adjournment proposal.

Our board of directors recommends that you vote �FOR� the adjournment proposal, if necessary.

SECURITY OWNERSHIP OF MANAGEMENT AND PRINCIPAL SHAREHOLDERS

The following table sets forth certain information regarding the ownership of our common stock as of May 9, 2007
by: (i) each director; (ii) each of our named executive officers; (iii) all of our named executive officers and directors as
a group; and (iv) all those known by us to be beneficial owners of more than five percent of our common stock. All
shares of our common stock subject to options currently exercisable or exercisable within 60 days of May 9, 2007, are
deemed to be outstanding for the purpose of computing the percentage of ownership of the person holding such
options, but are not deemed to be outstanding for computing the percentage of ownership of any other person. This
table is based upon information supplied by our officers, directors and principal stockholders and Schedules 13D and
13G filed with the Commission. Unless otherwise indicated in the footnotes to this table and subject to community
property laws where applicable, we believe that each of the stockholders named in this table has sole voting and
investment power with respect to the shares indicated as beneficially owned. Applicable percentages are based on
77,637,177 shares outstanding on May 9, 2007, adjusted as required by rules promulgated by the Commission. Unless
otherwise indicated in the table, the address of each party listed in the table is 2450 Walsh Avenue, Santa Clara,
California 95051.

Beneficial Ownership
Number of Percentage

Beneficial Owner Shares Ownership

Kern Capital Management, LLC(1) 11,538,200 14.9%
114 West 47th Street, Suite 1926
New York, New York 10036
Zaki Rakib(2) 8,604,080 11.1%
Shlomo Rakib(3) 8,604,080 11.1%
Jerry D. Chase(4) 566,666 *
Lewis Solomon(5) 357,833 *
Mark A. Richman(6) 322,916 *
Matthew J. Aden(7) 239,583 *
David M. Woodrow(8) 133,860 *
Howard W. Speaks, Jr.(9) 77,152 *
Matthew Miller(10) 67,005 *
All executive officers and directors as a group (9 persons)(11) 10,369,095 13.4%
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(1) Kern Capital Management, LLC filed an amendment to Schedule 13G, dated as of February 14, 2007, with the
Commission. Kern Capital Management, LLC reported beneficial ownership of 11,538,200 shares of our
common stock.

(2) Shares beneficially owned by Dr. Zaki Rakib include 2,762,040 shares of our common stock (representing
3.6% of the shares outstanding on May 9, 2007), 240,000 shares of our common stock held by the Shlomo
Rakib Children�s Trust of which Dr. and Mrs. Rakib are trustees, and 1,300,000 shares of our common stock
underlying stock options that are exercisable within 60 days of May 9, 2007. Shares beneficially owned also
include 2,762,040 shares of our common stock held by Shlomo Rakib, 1,300,000 shares of our common stock
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underlying stock options that are exercisable by Shlomo Rakib within 60 days of May 9, 2007, and
240,000 shares of our common stock held by the Zaki Rakib Children�s Trust. Zaki Rakib disclaims beneficial
ownership of shares of our common stock, including shares underlying stock options, held by each of Shlomo
Rakib and the Zaki Rakib Children�s Trust.

(3) Shares beneficially owned by Shlomo Rakib include 2,762,040 shares of our common stock (representing 3.6%
of the shares outstanding on May 9, 2007), 240,000 shares of our common stock held by the Zaki Rakib
Children�s Trust of which Mr. and Mrs. Rakib are trustees, and 1,300,000 shares of our common stock
underlying stock options, which are exercisable within 60 days of May 9, 2007. Shares beneficially owned also
include 2,762,040 shares of our common stock held by Zaki Rakib, 1,300,000 shares of our common stock
underlying stock options that are exercisable by Zaki Rakib within 60 days of May 9, 2007, and 240,000 shares
of our common stock held by the Shlomo Rakib Children�s Trust. Shlomo Rakib disclaims beneficial ownership
of shares of our common stock, including shares underlying stock options, held by each of Zaki Rakib and the
Shlomo Rakib Children�s Trust.

(4) Shares beneficially owned include 566,666 shares of our common stock underlying stock options that are
exercisable within 60 days of May 9, 2007.

(5) Shares beneficially owned include 297,833 shares of our common stock underlying stock options that are
exercisable within 60 days of May 9, 2007, as well as 60,000 shares of our common stock.

(6) Shares beneficially owned include 322,916 shares of our common stock underlying stock options that are
exercisable within 60 days of May 9, 2007.

(7) Shares beneficially owned include 239,583 shares of our common stock underlying stock options that are
exercisable within 60 days of May 9, 2007.

(8) Shares beneficially owned include 133,860 shares of our common stock underlying stock options that are
exercisable within 60 days of May 9, 2007.

(9) Shares beneficially owned include 77,152 shares of our common stock underlying stock options that are
exercisable within 60 days of May 9, 2007.

(10) Shares beneficially owned include 67,005 shares of our common stock underlying stock options that are
exercisable within 60 days of May 9, 2007.

(11) Shares beneficially owned by our current directors and executive officers as a group include 4,305,015 shares
of our common stock underlying stock options that are exercisable within 60 days of May 9, 2007.

OTHER MATTERS

As of the date of this proxy statement, we know of no matters that will be presented for consideration at the special
meeting other than as described in this proxy statement. If, however, other matters are brought before the special
meeting, the persons named as proxies will vote in accordance with their judgment on such other matters unless
otherwise indicated on the proxy.

FUTURE STOCKHOLDER PROPOSALS

Edgar Filing: FIRST OF LONG ISLAND CORP - Form DEF 14A

Table of Contents 37



Pursuant to Rule 14a-8 under the Securities Exchange Act of 1934, a stockholder who wishes to submit a proper
proposal for inclusion in our proxy statement for our annual meeting of stockholders to be held later this year must
submit the proposal in writing in a timely manner to our Secretary at our principal executive offices. In order to be
included, the proposal must be received by us a reasonable time before we begin to print and mail our annual proxy
materials. The proposal must also otherwise comply with Rule 14a-8, including the requirement that the proponent
must have continuously held at least $2,000 in market value or 1% of our common stock for at least one year prior to
the date the proposal is submitted.

In addition, under our bylaws, a stockholder who wishes to otherwise bring a proposal for consideration at our 2007
annual meeting of stockholders must have submitted the proposal in writing to our Secretary not earlier than the close
of business on the ninetieth (90th) day prior to the annual meeting and not later than the close of business on the
sixtieth (60th) day prior to the annual meeting. In the event the public announcement of the date of the annual
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meeting is first made by us fewer than seventy (70) days prior to the date of the annual meeting, a stockholder who
wishes to otherwise bring a proposal for consideration at our 2007 annual meeting of stockholders must have
submitted the proposal in writing to our Secretary by the close of business on the tenth (10th) day following the day
on which public announcement of the date of the meeting is first made by us. The proposal must also otherwise
comply with the requirements set forth in our bylaws.

HOUSEHOLDING OF PROXY STATEMENT

The SEC has adopted rules that permit companies and intermediaries, such as brokers, to satisfy delivery requirements
for proxy statements and annual reports with respect to two or more stockholders sharing the same address by
delivering a single proxy statement and annual report addressed to those stockholders. This process, known as
�householding,� potentially means extra convenience for stockholders and cost savings for companies. This year, a
number of brokers with customers who are our stockholders will be �householding� our proxy materials unless contrary
instructions have been received from the customers. We will promptly deliver, upon oral or written request, a separate
copy of this proxy statement to any stockholder sharing an address to which only one copy was mailed. Requests for
additional copies should be directed to Mark A. Richman, Chief Financial Officer, c/o Terayon Communication
Systems, Inc., 2450 Walsh Avenue, Santa Clara, CA 95051, or by telephone at (408) 235-5500.

Once a stockholder has received notice from his or her broker that the broker will be �householding� communications to
the stockholder�s address, �householding� will continue until the broker is notified otherwise or until the stockholder
revokes his or her consent. If, at any time, a stockholder no longer wishes to participate in �householding� and would
prefer to receive separate copies of this proxy statement, the stockholder should so notify his or her broker. Any
stockholder who currently receives multiple copies of a proxy statement and annual report at his or her address and
would like to request �householding� of communications should contact his or her broker or, if shares are registered in
the stockholder�s name, us at the address or telephone number provided above.

WHERE YOU CAN FIND ADDITIONAL INFORMATION

We file annual, quarterly and current reports, proxy statements and other information with the Securities and
Exchange Commission. You may read and copy any document we file with the SEC at the SEC�s public reference
room located at 100 F. Street, N.E., Washington, D.C., 20549. Please call the SEC at 1-800-SEC-0330 for further
information on the SEC�s public reference rooms. Our SEC filings also are available to the public at the SEC�s website
at http://www.sec.gov.

Any person, including any beneficial owner, to whom this proxy statement is delivered may request copies of reports,
proxy statements or other information concerning us, without charge, by written request, directed to Mark A.
Richman, Chief Financial Officer, c/o Terayon Communication Systems, Inc., 2450 Walsh Avenue, Santa Clara, CA
95051, or by calling (408) 235-5500. If you would like to request documents, please do so by [�], 2007 in order to
receive them before the special meeting.

THIS PROXY STATEMENT DOES NOT CONSTITUTE THE SOLICITATION OF A PROXY IN ANY
JURISDICTION TO OR FROM ANY PERSON TO WHOM OR FROM WHOM IT IS UNLAWFUL TO
MAKE SUCH PROXY SOLICITATION IN SUCH JURISDICTION. YOU SHOULD RELY ONLY ON THE
INFORMATION CONTAINED IN THIS PROXY STATEMENT TO VOTE YOUR SHARES AT THE
SPECIAL MEETING. WE HAVE NOT AUTHORIZED ANYONE TO PROVIDE YOU WITH
INFORMATION THAT IS DIFFERENT FROM WHAT IS CONTAINED IN THIS PROXY STATEMENT.
THIS PROXY STATEMENT IS DATED [�], 2007. YOU SHOULD NOT ASSUME THAT THE
INFORMATION CONTAINED IN THIS PROXY STATEMENT IS ACCURATE AS OF ANY DATE
OTHER THAN THAT DATE, AND THE MAILING OF THIS PROXY STATEMENT TO
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TERAYON COMMUNICATION SYSTEMS, INC.
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AGREEMENT AND PLAN OF MERGER

THIS AGREEMENT AND PLAN OF MERGER (this �Agreement�) is dated as of April 21, 2007, by and among
Terayon Communication Systems, Inc., a Delaware corporation (the �Company�), Motorola, Inc., a Delaware
corporation (�Parent�), and Motorola GTG Subsidiary VI Corp., a Delaware corporation and a wholly-owned subsidiary
of Parent (�Merger Sub�). The Company and Merger Sub are sometimes collectively referred to herein as the
�Constituent Corporations.�

RECITALS

WHEREAS, Parent and the respective boards of directors of Merger Sub and the Company have deemed it advisable
and in the best interests of their respective corporations and stockholders that Parent and the Company consummate
the business combination and other transactions provided for in this Agreement;

WHEREAS, the respective boards of directors of Merger Sub and the Company have approved, in accordance with
the Delaware General Corporation Law (�Delaware Law�), this Agreement and the transactions contemplated hereby,
including the Merger (as defined below);

WHEREAS, the board of directors of the Company has resolved to recommend to its stockholders approval and
adoption of this Agreement and approval of the Merger;

WHEREAS, Parent, as the sole stockholder of Merger Sub, has approved and adopted this Agreement and approved
the Merger pursuant to the terms and subject to the conditions set forth in this Agreement; and

WHEREAS, Parent, Merger Sub and the Company desire to make certain representations, warranties and agreements
in connection with the Merger and also to prescribe certain conditions to the Merger;

NOW, THEREFORE, in consideration of the promises, representations, warranties, covenants and agreements
contained in this Agreement and other good and valuable consideration, the receipt and adequacy of which is hereby
acknowledged, the parties agree as follows:

ARTICLE I

THE MERGER

1.1  The Merger.  At the Effective Time (as defined below) and subject to and upon the terms and conditions of this
Agreement and the applicable provisions of Delaware Law, Merger Sub will be merged with and into the Company
(the �Merger�), the separate corporate existence of Merger Sub will cease and the Company will continue as the
surviving corporation and as a wholly-owned subsidiary of Parent. The surviving corporation after the Merger is
sometimes referred to as the �Surviving Corporation.�

1.2  Effective Time; Closing.  Subject to the provisions of this Agreement, the parties shall cause the Merger to be
consummated by filing a Certificate of Merger with the Secretary of State of the State of Delaware in accordance with
the relevant provisions of Delaware Law (the �Certificate of Merger�) (the time of such filing with the Secretary of State
of the State of Delaware or such later time as may be agreed in writing by the Company and Parent and specified in
the Certificate of Merger is referred to as the �Effective Time�) on the Closing Date. The closing of the Merger (the
�Closing�) shall take place at the offices of Winston & Strawn LLP, 35 West Wacker Drive, Chicago, Illinois, at a time
and date to be specified by the parties, which shall be no later than the second Business Day after the satisfaction or
waiver of the conditions set forth in Article VIII (other than those that by their terms are to be satisfied or waived at
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the Closing), or at such other time, date and location as the parties agree in writing. The date on which the Closing
occurs is referred to as the �Closing Date.� �Business Day� means each day that is not a Saturday, Sunday or other day on
which Parent is closed for business or banking institutions located in Chicago, Illinois are authorized or obligated by
law or executive order to close.

1.3  Effect of the Merger.  At the Effective Time, the effect of the Merger will be as provided in this Agreement and
the applicable provisions of Delaware Law. Without limiting the generality of the foregoing, at the Effective Time all
the property, rights, privileges, powers and franchises of the Company and Merger Sub will vest

A-1

Edgar Filing: FIRST OF LONG ISLAND CORP - Form DEF 14A

Table of Contents 53



Table of Contents

in the Surviving Corporation, and all debts, obligations, claims, liabilities and duties of the Company and Merger Sub
will become the debts, obligations, claims, liabilities and duties of the Surviving Corporation.

ARTICLE II

CERTIFICATE OF INCORPORATION AND BY-LAWS
OF THE SURVIVING CORPORATION

2.1  The Certificate of Incorporation.  At the Effective Time, the certificate of incorporation of the Company in effect
immediately prior to the Effective Time shall be amended and restated in its entirety to be identical to the certificate of
incorporation of the Merger Sub (the �Charter�) attached hereto as Exhibit A, until later amended as provided in the
Charter or by applicable Law; provided, however, that at the Effective Time, Article I of the certificate of
incorporation of the Surviving Corporation will be amended and restated in its entirety to read as follows: �The name
of the corporation is Terayon Communication Systems, Inc.�. After the Effective Time, the authorized capital stock of
the Surviving Corporation shall consist of 1,000 shares of common stock, par value $0.01 per share.

2.2  The By-Laws.  At the Effective Time, the by-laws of the Company in effect at the Effective Time will be
amended and restated in their entirety to be identical to the by-laws of Merger Sub, as in effect immediately prior to
the Effective Time (the �By-Laws�), until later amended as provided in the By-Laws or by applicable Law.

ARTICLE III

OFFICERS AND DIRECTORS OF THE SURVIVING CORPORATION

3.1  Directors.  The directors of Merger Sub at the Effective Time will, from and after the Effective Time, be the
directors of the Surviving Corporation until their successors have been duly elected or appointed and qualified or until
their earlier death, resignation or removal in accordance with the Charter and the By-Laws, and the board of directors
of the Company shall take all such actions as may be necessary or appropriate to give effect to the foregoing.

3.2  Officers.  The officers of Merger Sub at the Effective Time will, from and after the Effective Time, be the officers
of the Surviving Corporation until their successors have been duly elected or appointed and qualified or until their
earlier death, resignation or removal in accordance with the Charter and the By-Laws.

ARTICLE IV

CONVERSION OF SECURITIES

4.1  Conversion of Capital Stock.  As of the Effective Time, by virtue of the Merger and without any action on the
part of Merger Sub, the Company or any holder of shares of the capital stock of the Company or capital stock of
Merger Sub, the following will occur:

(a) Capital Stock of Merger Sub.  Each share of common stock, par value $0.01 per share, of Merger Sub issued and
outstanding immediately prior to the Effective Time will be converted into and become one fully paid and
nonassessable share of common stock, $0.01 par value per share, of the Surviving Corporation.

(b) Cancellation of Treasury Stock and Parent-Owned Stock.  All shares of common stock, par value $0.001 per share,
of the Company (�Company Common Stock�) that are owned by the Company as treasury stock and any shares of
Company Common Stock owned by Parent or Merger Sub or any direct or indirect Subsidiaries of Parent immediately
prior to the Effective Time will be cancelled and will cease to exist and no payment will be made with respect thereto.
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(c) Merger Consideration for Company Common Stock.  Subject to Section 4.2, each share of Company Common
Stock (other than shares to be cancelled in accordance with Section 4.1(b) and Dissenting Shares (as defined below))
issued and outstanding immediately prior to the Effective Time will be automatically converted into the right to
receive $1.80 in cash per share, without interest (the �Merger Consideration�). As of the Effective Time,
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all shares of Company Common Stock will no longer be outstanding and will automatically be cancelled and cease to
exist, and each holder of a certificate representing any such shares of Company Common Stock will cease to have any
rights with respect thereto, except the right to receive the Merger Consideration pursuant to this Section 4.1(c) upon
the surrender of such certificate in accordance with Section 4.2, without interest (or in the case of Dissenting Shares,
the rights contemplated by Section 4.6).

(d) Adjustments to Prevent Dilution.  In the event that the Company changes the number of shares of Company
Common Stock or securities convertible or exchangeable into or exercisable for shares of Company Common Stock
issued and outstanding prior to the Effective Time as a result of a reclassification, stock split (including a reverse
stock split), stock dividend or distribution, recapitalization, merger, subdivision, issuer tender or exchange offer, or
other similar transaction, the Merger Consideration will be equitably adjusted; provided, however, that no such
adjustment will be made for issuances of shares of Company Common Stock (or securities convertible or
exchangeable into or exercisable for shares of Company Common Stock) that occur in the ordinary course of the
Company�s business pursuant to the conversion, exchange or exercise of any outstanding securities which are in
existence as of the date of this Agreement or permitted by the terms hereof to be issued after the date hereof.

4.2  Exchange of Certificates.  The procedures for exchanging outstanding shares of Company Common Stock for the
Merger Consideration pursuant to the Merger are as follows:

(a) Exchange Agent.  At or prior to the Effective Time, Parent shall deposit, or cause to be deposited, with an
exchange agent appointed by Parent and reasonably approved by the Company prior to the date of this Agreement (the
�Exchange Agent�), for the benefit of the holders of shares of Company Common Stock, for payment through the
Exchange Agent in accordance with this Section 4.2, cash in an amount equal to the product of the Merger
Consideration and the number of shares of Company Common Stock issued and outstanding immediately prior to the
Effective Time (exclusive of any shares to be cancelled pursuant to Section 4.1(b)) (the �Exchange Fund�). Pending
distribution of the cash deposited with the Exchange Agent, such cash will be held in trust for the benefit of the
holders of Company Common Stock entitled to receive the Merger Consideration and will not be used for any other
purposes; provided, however, any interest and other income resulting from such investment shall become a part of the
Exchange Fund, and any amounts in excess of the amounts payable under Section 4.1(c) will be promptly returned to
Parent. The Exchange Agent shall invest the Exchange Fund as directed by Parent provided that (i) such investments
will be in obligations of or guaranteed by the United States of America, in commercial paper obligations rated A-1 or
P-1 or better by Moody�s Investors Service, Inc. or Standard & Poor�s Corporation, respectively, or in certificates of
deposit, bank repurchase agreements or banker�s acceptances of commercial banks with capital exceeding $1 billion,
and (ii) no such investments will have maturities that could prevent or delay payments to be made pursuant to this
Article IV.

(b) Exchange Procedures.  Promptly (and in any event within five (5) Business Days) after the Effective Time, Parent
shall cause the Exchange Agent to mail to each holder of record of a certificate which immediately prior to the
Effective Time represented outstanding shares of Company Common Stock (each, a �Certificate�) (i) a letter of
transmittal in customary form and as reasonably approved by the Company and (ii) instructions for effecting the
surrender of the Certificates in exchange for the Merger Consideration payable with respect thereto. Upon surrender of
a Certificate (or effective affidavit of loss required by Section 4.2(g)) for cancellation to the Exchange Agent, together
with a duly executed letter of transmittal, the holder of such Certificate will be entitled to receive in exchange therefor
the Merger Consideration that such holder has the right to receive pursuant to the provisions of this Article IV, subject
to any required withholding Taxes pursuant to Section 4.2(f), and the surrendered Certificate will immediately be
cancelled. No interest will be paid or accrued on the cash payable upon the surrender of such Certificates. In the event
a transfer of ownership of Company Common Stock is not registered in the transfer records of the Company, it will be
a condition of payment of the Merger Consideration that (A) the surrendered Certificate be properly endorsed, with
signatures guaranteed, or otherwise in proper form for transfer, and (B) the Person requesting payment (I) pay any
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transfer or other Taxes required by reason of the payment to a Person other than the registered holder of the
surrendered Certificate, or (II) establish to the satisfaction of Parent that such Taxes have been paid or are not
applicable. Until surrendered as contemplated by this Section 4.2, each Certificate (or effective affidavit of loss
required by Section 4.2(g)) will be deemed at any time after the Effective Time to represent only the right to receive
upon such surrender the Merger Consideration as contemplated by this
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Section 4.2. The term �Person� means an individual, corporation, partnership, limited liability company, joint venture,
association, trust, unincorporated organization or other entity.

(c) No Further Ownership Rights in Company Common Stock.  From and after the Effective Time, there will be no
further registration of transfers on the stock transfer books of the Surviving Corporation of the shares of Company
Common Stock which were outstanding immediately prior to the Effective Time and holders of Certificates will cease
to have any rights as stockholders of the Surviving Corporation other than the right to receive the Merger
Consideration upon surrender of such Certificates in accordance with Section 4.2(b) and Section 4.2(g) (or in the case
of Dissenting Shares, the rights contemplated by Section 4.6) and any dividend or distribution with respect to shares
of Company Common Stock evidenced by such Certificates with a record date prior to the Closing Date. If, after the
Effective Time, Certificates are presented to the Surviving Corporation or the Exchange Agent for any reason, they
will be cancelled and exchanged as provided in this Article IV.

(d) Termination of Exchange Fund.  Any portion of the Exchange Fund which remains undistributed to the holders of
Company Common Stock on the date that is 180 days after the Effective Time will be delivered to Parent, and any
former holder of Company Common Stock who has not previously complied with this Section 4.2 will be entitled to
receive, upon demand, only from Parent payment of its claim for the Merger Consideration, without interest.

(e) No Liability.  To the extent permitted by applicable Law, none of Parent, Merger Sub, the Company, the Surviving
Corporation or the Exchange Agent will be liable to any holder of shares of Company Common Stock delivered to a
public official pursuant to any applicable abandoned property, escheat or similar Law.

(f) Withholding Rights.  Each of the Exchange Agent, Parent and the Surviving Corporation will be entitled to deduct
and withhold from the Merger Consideration otherwise payable pursuant to this Agreement to any holder of shares of
Company Common Stock such amounts as it is required to deduct and withhold with respect to the making of such
payment under the Internal Revenue Code of 1986, as amended (the �Code�), or any other applicable state, local or
foreign Law related to Taxes. To the extent that amounts are so withheld by the Surviving Corporation or Parent, as
the case may be, such withheld amounts (i) will be remitted by Parent or the Surviving Corporation, as the case may
be, to the applicable Governmental Entity, and (ii) will be treated for all purposes of this Agreement as having been
paid to the holder of the shares of Company Common Stock in respect of which such deduction and withholding was
made by the Surviving Corporation or Parent, as the case may be.

(g) Lost Certificates.  If any Certificate has been lost, stolen or destroyed, upon the making of an affidavit of that fact
by the Person claiming such Certificate to be lost, stolen or destroyed, and, if required by Parent, the posting by such
Person of a bond in such reasonable amount as Parent may direct as indemnity against any claim that may be made
against it with respect to such Certificate, the Exchange Agent shall pay, in exchange for such lost, stolen or destroyed
Certificate, the Merger Consideration to be paid pursuant to this Agreement in respect of the shares of Company
Common Stock formerly represented by such Certificate.

4.3  Company Options.  Each Company Stock Option (as defined in Section 5.2(a)), to the extent outstanding and
unexercised as of the Effective Time, shall be cancelled and shall thereafter no longer be exercisable except that the
holder thereof (the �Option Holder�) shall be entitled to a payment in cash (the �Option Payment�), as of the Effective
Time, in an amount (if any) equal to (i) the product of (x) the number of shares of Company Common Stock subject to
such Company Stock Option held by such Option Holder, whether or not then vested or exercisable, and (y) the
excess, if any, of the Merger Consideration over the exercise price per share of Company Common Stock subject to
such Company Stock Option, minus (ii) all applicable federal, state and local Taxes required to be withheld by the
Company. At or prior to the Effective Time, Parent shall deposit, or cause to be deposited, with the Company, for the
benefit of the Option Holders, cash in an amount equal the aggregate amount of all Option Payments. Each Option
Payment shall be paid by the Company or its agent to the applicable Option Holder as promptly as reasonably
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resolutions to amend the Company Stock Plans to approve and effectuate the foregoing.

4.4  Employee Stock Purchase Plans.  The Company shall take all actions with respect to the 1998 Employee Stock
Purchase Plan, as amended (the �1998 ESPP�) and the 1998 Employee Stock Purchase Plan

A-4

Edgar Filing: FIRST OF LONG ISLAND CORP - Form DEF 14A

Table of Contents 59



Table of Contents

for Foreign Employees (the �Foreign Employees ESPP�, and together with the 1998 ESPP, the �Company ESP Plans�) as
are necessary to assure that (i) the Company ESP Plans shall continue to be suspended, (ii) there shall not be any
additional Offering Period (as defined in the 1998 ESPP) or additional Purchase Period (as defined in the Foreign
Employees ESPP), as the case may be, commencing following the date of this Agreement, and (iii) immediately prior
to the Effective Time, the Company ESP Plans are terminated.

4.5  Actions by the Company.  Except as contemplated by Section 4.3, the Company shall take all actions necessary to
ensure that from and after the Effective Time the Surviving Corporation is not bound by any options, warrants, rights,
awards, convertible debt securities, other convertible securities or similar arrangements to which the Company is a
party which would entitle any Person (other than Parent) to beneficially own shares of the Surviving Corporation or
Parent or receive any payments (other than as set forth in Section 4.3) in respect of such options, warrants, rights,
awards, convertible debt securities, other convertible securities or similar arrangements.

4.6  Dissenting Shares.

(a) Notwithstanding any other provisions of this Agreement to the contrary, any shares of Company Common Stock
held by a holder who is entitled to demand and properly demands (and has not effectively withdrawn or lost such
demand) appraisal rights under Section 262 of Delaware Law (collectively, the �Dissenting Shares�), will not be
converted into or represent a right to receive the Merger Consideration, but the holder of Dissenting Shares will only
be entitled to such rights as are provided by Delaware Law, including the right to receive payment of the fair value of
such holder�s Dissenting Shares in accordance with the provisions of Section 262 of Delaware Law.

(b) Notwithstanding the provisions of Section 4.6(a), if any holder of Dissenting Shares effectively withdraws or loses
(through failure to perfect or otherwise) such holder�s appraisal rights under Delaware Law, then, as of the later of the
Effective Time and the occurrence of such event, such holder�s shares will automatically be converted into and
represent only the right to receive the Merger Consideration, without interest thereon, upon compliance with the
exchange procedures (including the surrender of the Certificate representing such shares) set forth in Section 4.2.

(c) The Company shall give Parent (i) prompt written notice of any written demand for appraisal received by the
Company pursuant to the applicable provisions of Delaware Law, and (ii) the opportunity to participate in any
negotiations and proceedings with respect to such demands. The Company shall not, except with the prior written
consent of Parent, negotiate with any holder of Company Common Stock the terms of any payment, or make any
payment, with respect to any such demands or offer to settle or settle any such demands, and the Company shall not
communicate with any holder of Company Common Stock with respect to such demands, without prior consultation
with Parent, except for communications directed to the Company�s stockholders generally or as required by Law.

ARTICLE V

REPRESENTATIONS AND WARRANTIES OF THE COMPANY

The Company represents and warrants to Parent and Merger Sub that the statements contained in this Article V are
true and correct, except as set forth in the disclosure schedule delivered by the Company to Parent and Merger Sub
prior to the execution of this Agreement (the �Company Disclosure Schedule�). The Company Disclosure Schedule is
arranged in sections and paragraphs corresponding to the numbered and lettered sections and paragraphs contained in
this Article V, and the disclosure in any section or paragraph qualifies (a) the corresponding section or paragraph in
this Article V and (b) the other sections and paragraphs in this Article V to the extent that it is reasonably apparent
from a reading of such disclosure that it also qualifies or applies to such other sections and paragraphs.

5.1  Organization, Good Standing and Qualification; Subsidiaries.
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(a) Each of the Company and its Subsidiaries is a corporation duly organized, validly existing and in good standing
under the Laws of its respective jurisdiction of organization, has all requisite corporate or similar power and authority
to own, lease and operate its properties and assets and to carry on its business as presently conducted, and, except as
set forth on Section 5.1(a) of the Company Disclosure Schedule, is duly qualified to do
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business and, where applicable as a legal concept, is in good standing as a foreign corporation in each jurisdiction
where the ownership or operation of its assets or properties or conduct of its business requires such qualification,
except where the failure to be so organized, qualified or in good standing, or to have such power or authority, when
taken together with all other such failures, has not had, and is not reasonably expected to have, a Company Material
Adverse Effect (as defined below). The Company has made available to Parent a complete and correct copy of the
certificate of incorporation and by-laws (or equivalent governing instruments) of the Company and each of its
Subsidiaries and all amendments to such instruments. The certificate of incorporation and by-laws (or equivalent
governing instruments) of the Company and each of its Subsidiaries made available are in full force and effect. The
Company has made available to Parent correct and complete copies of the minutes of all meetings of the stockholders,
the board of directors of the Company (the �Company Board�), the board of directors of each Subsidiary of the
Company and each committee of the Company Board and each board of directors of its Subsidiaries held between
January 1, 2002 and April 20, 2007. As used in this Agreement �made available� means that the subject documents were
posted for secure external viewing on the Company�s virtual data room in connection with negotiating this Agreement,
or otherwise made available to Parent in writing.

(b) Section 5.1(b) of the Company Disclosure Schedule contains a complete and accurate list of (x) each of the
Company�s Subsidiaries and the ownership interest of the Company in each such Subsidiary, as well as the ownership
interest of any other Person or Persons in each such Subsidiary and (y) each jurisdiction where the Company and each
of its Subsidiaries is organized and qualified to do business.

(c) Section 5.1(c) of the Company Disclosure Schedule contains a complete and accurate list of any and all Persons,
not constituting Subsidiaries of the Company, of which the Company directly or indirectly owns an equity or similar
interest, or an interest convertible into or exchangeable or exercisable for an equity or similar interest (collectively, the
�Investments�).

(d) The Company or a Subsidiary of the Company, as the case may be, owns all shares of capital stock or other
securities owned by it in its Subsidiaries, and all Investments owned by it, free and clear of all liens, pledges, security
interests, claims or other encumbrances (�Liens�), and there are no outstanding contractual obligations of the Company
or any of its Subsidiaries permitting the repurchase, redemption or other acquisition of any of its interest in any
Subsidiary or Investment or requiring the Company or any of its Subsidiaries to provide funds to, make any
investment (in the form of a loan, capital contribution or otherwise) in, provide any guarantee with respect to, or
assume, endorse or otherwise become responsible for the obligations of, any Subsidiary or Investment. The Company
does not own, directly or indirectly, any voting interest in any Person that requires an additional filing by Parent under
the Hart-Scott-Rodino Antitrust Improvement Act of 1976, as amended (the �HSR Act�).

The term (i) �Subsidiary� means, with respect to the Company, Parent or Merger Sub, as the case may be, any entity,
whether incorporated or unincorporated, of which at least a majority of the securities or ownership interests having by
their terms voting power to elect a majority of the board of directors or other persons performing similar functions is
directly or indirectly owned or controlled by such party or by one or more of its respective Subsidiaries, and
(ii) �Company Material Adverse Effect� means (X) any change or effect on the Company that is reasonably likely to
prevent the Company from consummating the Merger and the other transactions contemplated by this Agreement, or
(Y) any materially adverse change in, or materially adverse effect on, either individually or in the aggregate with all
such other adverse changes in or effects on, the condition (financial or otherwise), results of operations, operations,
business, assets (including intangible assets) or liabilities of the Company and its Subsidiaries taken as a whole,
excluding, in each case:

(a) changes or effects that are primarily the result of general economic or business conditions, or conditions in
financial or securities markets, in the United States;
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(b) changes or effects that are primarily the result of factors generally affecting the industries or markets in which the
Company operates;

(c) changes or effects that result from the effect of the public announcement or pendency of the transactions
contemplated hereby on employees of the Company and its Subsidiaries or the public announcement by Parent of its
plans with respect to the business of the Company or any of its Subsidiaries;
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(d) changes resulting from or arising out of actions taken pursuant (and/or required by) this Agreement or at the
request of Parent, or the failure to take any actions due to restrictions set forth in this Agreement; provided, however,
to the extent that the Company reasonably believes that taking any action required by this Agreement or at the request
of Parent, or failing to take any action prohibited by this Agreement, could reasonably be expected to result in a
Company Material Adverse Effect, only if the Company provides timely prior notification to Parent of such belief,
and Parent does not provide timely relief from the provisions of this Agreement or its request, shall the changes or
effects resulting from this subsection (d) be deemed to not constitute a Company Material Adverse Effect;

(e) any changes in the price or trading volume of the Company�s stock on the Pink Sheets or other over the counter
market; provided, however, that the exception in this clause shall not prevent or otherwise affect a determination that
any change, effect, circumstance or development underlying such changes has or has not resulted in, or contributed to,
a Company Material Adverse Effect, and no such changes shall be used as evidence that some other change, effect,
circumstance or development has had or has not had a Company Material Adverse Effect; or

(f) any adverse changes arising from or relating to any change in GAAP or any change in applicable Laws, in each
case, proposed, adopted or enacted after the date hereof, or the interpretation or enforcement thereof;

provided, further, that the Company successfully bears the burden of proving that any such change or effect in
clause (a), (b) or (f) immediately above does not (i) primarily relate only to (or have the effect of primarily relating
only to) the Company and its Subsidiaries, or (ii) disproportionately adversely affect the Company and its Subsidiaries
compared to other companies of similar size operating in the industry in which the Company and its Subsidiaries
operate. In addition, with respect to clause (a) or (b) above, the Company shall bear the burden of proving that any
such change or effect primarily results from the factors identified in such clause.

5.2  Capital Structure.

(a) As of the date of this Agreement, the authorized capital stock of the Company consists of 200,000,000 shares of
Company Common Stock and 5,000,000 shares of preferred stock, par value $0.001 per share (the �Preferred Shares�).
All of the outstanding shares of Company Common Stock have been duly authorized and are validly issued, fully paid
and nonassessable. At the close of business on April 20, 2007, 77,637,177 shares of Company Common Stock and no
Preferred Shares were issued and outstanding. At the close of business on April 20, 2007, the Company had no shares
of Company Common Stock or Preferred Shares reserved for issuance and no other form of equity award had been
granted, except that: (i) 12,109,924 shares of Company Common Stock were reserved for issuance by the Company
pursuant to outstanding options (a �Company Stock Option�) under the Company�s 1995 Stock Option Plan, as amended
(the �1995 Plan�), 1997 Equity Incentive Plan, as amended (the �1997 Plan�), 1998 Non-Employee Director�s Stock
Option Plan (the �1998 Plan�), 1999 Non-Officer Equity Incentive Plan (the �1999 Plan� and, together with the 1995 Plan,
the 1997 Plan and the 1998 Plan, the �Company Option Plans�) or granted outside of the Company Option Plans;
(ii) 1,812,024 shares of Company Common Stock were reserved for issuance and available for future grants under the
Company Option Plans; (iii) 600,371 shares of Company Common Stock were reserved for issuance for future
purchase rights under the Company ESP Plans (together with the Company Option Plans, the �Company Stock Plans�);
(iv) 2,000,000 Preferred Shares were reserved for issuance in connection with the Company Rights Agreement (as
defined below); and (v) 156,667 shares of Company Common Stock were held by the Company in its treasury. As of
the date hereof, the Company has granted pursuant to the 1995 Plan and the 1999 Plan, 692 shares of Company
Common Stock in the form of restricted stock, all of which are vested as of the date hereof and included in the number
of issued and outstanding shares of Company Common Stock set forth above. Section 5.2(a) of the Company
Disclosure Schedule sets forth a true and complete list, as of the close of business on April 20, 2007, of: (i) all
Company Stock Plans, indicating for each Company Stock Plan, as of such date, the number of shares of Company
Common Stock subject to outstanding Company Stock Options and restricted stock awards under such Company
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Stock Plan and the number of shares of Company Common Stock reserved for future issuance under such Company
Stock Plan; and (ii) all outstanding Company Stock Options, indicating with respect to each such Company Stock
Option the name of the holder of such option, the Company Stock Plan under which it was granted (or if it was
granted outside of the Company Option Plans), the number of shares of Company Common Stock subject to such
Company Stock Option, the exercise price, the date of grant, and the vesting schedule, including whether (and to what
extent) the vesting accelerates in any way
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by the execution of this Agreement, the consummation of the Merger or termination of employment or change in
position following consummation of the Merger. No form of equity award, including, without limitation, shares of
restricted stock or other similar rights is outstanding under the Company Option Plans, except for the Company Stock
Options and restricted stock awards set forth on Section 5.2(a) of the Company Disclosure Schedule. There are no
outstanding stock purchase rights under the Company ESP Plans. The Company has made available to Parent
complete and accurate copies of all Company Stock Plans, and the forms of all stock option agreements and notices of
grants or awards evidencing Company Stock Options, and forms of all purchase or participation elections under the
Company ESP Plans. As of the date hereof, the Company Common Stock is quoted on the �Pink Sheets� (the �Pink
Sheets�), published by Pink Sheets, LLC.

(b) Each of the outstanding shares of capital stock or other securities of each of the Company�s Subsidiaries is duly
authorized, validly issued, fully paid and nonassessable.

(c) Except as set forth above in this Section 5.2 or in Section 5.2(c) of the Company Disclosure Schedule, and except
for the rights (the �Rights�) issuable pursuant to the Rights Agreement, dated as of February 6, 2001 (the �Company
Rights Agreement�), between the Company and Fleet National Bank, as rights agent, in respect of which no
Distribution Date (as defined in the Company Rights Agreement) has occurred, there are no preemptive or other
outstanding rights, options, warrants, conversion rights, phantom stock units, restricted stock units, or stock
appreciation rights or similar rights, redemption rights, repurchase rights, agreements, arrangements, calls,
commitments or rights of any kind that obligate the Company or any of its Subsidiaries to issue or sell any shares of
capital stock or other securities of the Company or any of its Subsidiaries or any securities or obligations convertible
or exchangeable into or exercisable for, or giving any Person a right to subscribe for or acquire, any securities of the
Company or any of its Subsidiaries, and no securities or obligations evidencing such rights are authorized, issued or
outstanding. The Company does not have outstanding any bonds, debentures, notes or other obligations (i) the terms
of which provide the holders the right to vote with the stockholders of the Company on any matter or (ii) that are
convertible into or exercisable for securities having the right to vote with the stockholders of the Company on any
matter (any such bonds, debentures, notes or obligations, �Voting Debt�).

(d) There are no registration rights to which the Company or any of its Subsidiaries is a party or by which it or they
are bound with respect to any equity security of any class of the Company. Neither the Company nor any of its
Affiliates (as defined below) is a party to or is bound by any agreements or understandings with respect to the voting
(including voting trusts and proxies) or sale or transfer (including agreements imposing transfer restrictions) of any
shares of capital stock or other equity interests of the Company, except for transfer restrictions under the terms of the
Company Stock Options. Except as set forth on Section 5.2(d) of the Company Disclosure Schedule, there are no
obligations, contingent or otherwise, of the Company or any of its Subsidiaries to repurchase, redeem or otherwise
acquire any shares of Company Common Stock or the capital stock of the Company or any of its Subsidiaries. As used
in this Agreement with respect to any party, the term �Affiliate� means any Person who is an �affiliate� of that party
within the meaning of Rule 405 promulgated under the Securities Act.

(e) Except as set forth on Section 5.2(e) of the Company Disclosure Schedule, (i) all Company Stock Options awarded
under the Company Option Plans were duly and lawfully granted and approved in accordance with the requirements
of the applicable corporate, Tax Laws, the Securities Act of 1933, as amended (the �Securities Act�), U.S. state
securities Laws, any non-U.S. securities Laws and the terms of the applicable Company Stock Plan; (ii) the Company�s
minutes, grantee documentation and other equity plan administration records each reflect the proper measurement date
of each such Company Stock Option pursuant to the applicable requirements of United States generally accepted
accounting principles (�GAAP�) in effect at the time of each grant; and (iii) all of the Company�s financial statements
filed with the United States Securities and Exchange Commission (the �SEC�) have accounted for and reflected in
accordance with GAAP in all material respects all awards, modifications, exchanges, or other transactions in
connection with the Company Stock Plans. The fair market value of each Company Stock Option on the date of grant
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Stock Plan and meets the requirements of Sections 409A, 422 and 423 of the Code, as, and to the extent, applicable.
All purchase rights previously granted under the Company ESP Plans were granted in accordance with all of the
requirements of Section 423(b) of the Code. Except as set forth on Section 5.2(e) of the Company Disclosure
Schedule, each Company Stock Option was granted with an exercise price per share that was not less than the fair
market value per share of the Company Common Stock on the date of
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grant. The Company has complied in all material respects with all required income and payroll tax withholding and
reporting requirements with respect to the Company Stock Plans and all grants, exercises, issuances and other
transactions thereunder.

5.3  Corporate Authority; Approval and Fairness.

(a) The Company has all requisite corporate power and authority and has taken all corporate action necessary in order
to execute, deliver and perform its obligations under this Agreement, and to consummate the Merger, subject only to
adoption of this Agreement and approval of the Merger by the holders of a majority of the outstanding shares of
Company Common Stock entitled to vote thereon (the �Shareholder Approval�), and the filing of the Certificate of
Merger pursuant to Delaware Law. This Agreement is a valid and binding agreement of the Company, enforceable
against the Company in accordance with its terms, except as the enforcement may be limited by bankruptcy,
insolvency (including all Laws relating to fraudulent transfers), reorganization, moratorium or similar Laws affecting
enforcement of creditors� rights generally now or hereafter in effect and except as enforcement is subject to general
principles of equity (regardless of whether enforcement is considered in a proceeding in equity or at Law).

(b) On or prior to the date hereof, the Company Board, acting unanimously, has (i) determined that this Agreement
and the Merger are fair to, and in the best interests of, the Company and the holders of Company Common Stock,
(ii) approved this Agreement and declared its advisability in accordance with the provisions of Delaware Law,
(iii) resolved to recommend this Agreement and the Merger to the holders of Company Common Stock for adoption
and approval in accordance with Section 7.4 of this Agreement (the �Company Board Recommendation�), and
(iv) directed that this Agreement and the Merger be submitted to the holders of Company Common Stock for
consideration in accordance with this Agreement. The Company Board has received the opinion of its financial
advisor, Goldman, Sachs & Co., to the effect that (subject to the assumptions and qualifications set forth in such
opinion), as of the date of such opinion, the $1.80 in cash per share to be received by the holders of the shares of
Company Common Stock pursuant to the Agreement is fair from a financial point of view to such holders.

5.4  Governmental Filings; No Violations; Certain Contracts, Etc.

(a) Other than (i) the filings, approvals and/or notices pursuant to Section 1.2, (ii) the pre-merger notification
requirements under the HSR Act (or similar foreign filings, if applicable), (iii) applicable requirements, if any, of the
Securities Act, and the rules and regulations promulgated thereunder and the Securities Exchange Act of 1934, as
amended (the �Exchange Act�), and the rules and regulations promulgated thereunder, including the requirement to file
the Proxy Statement with the SEC, (iv) such consents, approvals, orders, authorizations, registrations, declarations and
filings as may be required under applicable U.S. state securities Laws, and (v) the notifications, consents and
approvals set forth in Section 5.4(a) of the Company Disclosure Schedule (all of such filings, approvals, notices,
consents, orders, authorizations, registrations, declarations and notifications described in clauses (i) through (v) above,
collectively, the �Company Approvals�), no notices, reports or other filings are required to be made by the Company
with, nor are any consents, registrations, approvals, permits or authorizations required to be obtained by the Company
from, any foreign or domestic governmental or regulatory authority (including self-regulatory authorities), agency,
commission, body or other governmental entity, or any quasi-governmental or private body exercising any regulatory,
taxing, importing or other governmental or quasi-governmental authority (�Governmental Entity�), in connection with
the execution and delivery of this Agreement by the Company and the consummation by the Company of the Merger
and the other transactions contemplated hereby, except those that the failure to make or obtain are not, individually or
in the aggregate, reasonably expected to result in a material liability to the Company and its Subsidiaries, taken as a
whole.

(b) The execution, delivery and performance of this Agreement by the Company do not, and the consummation by the
Company of the Merger and the other transactions contemplated hereby will not, constitute or result in (i) a breach or
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instruments of any of its Subsidiaries, (ii) a breach or violation of, a termination (or right of termination) or a default
under, or the acceleration of any obligations or the creation of a Lien on the assets of the Company or any of its
Subsidiaries (with or without notice, lapse of time or both) pursuant to, any agreement, lease, license, contract, note,
mortgage, indenture, arrangement or other obligation, whether oral or written (�Contracts�) binding upon the Company
or any of its Subsidiaries, or any Laws or governmental or non-governmental permit or
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license to which the Company or any of its Subsidiaries is subject, or (iii) any change in the rights or obligations of
any party under any of the Contracts, except, in the case of clause (ii) or (iii) above, for any conflict, breach, violation,
termination, default, acceleration, creation or change that has not had, and is not reasonably expected to have, a
Company Material Adverse Effect. Section 5.4(b) of the Company Disclosure Schedule sets forth a complete and
accurate list of all notices, consents or waivers that are expressly required under the provisions of the Contracts
referred to in Section 5.5(a) or Contracts for Third Party Embedded Software or Third Party IP Licenses (other than
software subject to open source or similar type license agreements) as a result of the Merger or other transactions
contemplated by this Agreement or that are necessary to avoid the other party to any such Contract or Third Party IP
License having a right to terminate or claim a breach of any such agreement as a result of the Merger or other
transactions contemplated by this Agreement.

5.5  Contracts.

(a) The term �Company Material Contract� means any of the following:

(i) any �material contract� (as such term is defined in Item 601(b)(10) of Regulation S-K of the SEC) with respect to the
Company and its Subsidiaries;

(ii) any employment, service or consulting Contract or arrangement with any current or former executive officer of the
Company or member of the Company Board, and any employment, service or consulting Contract or arrangement
with any other employee of the Company or its Subsidiaries that provides for at least $100,000 in base compensation,
other than those that are terminable by the Company or any of its Subsidiaries on no more than thirty (30) days� notice
without liability or financial obligation to the Company or any of its Subsidiaries;

(iii) any Contract between the Company or any of its Subsidiaries and any current customer of the Company and its
Subsidiaries (A) with respect to which the Company and its Subsidiaries recognized cumulative revenue during the
twelve-month period ended December 31, 2006 in excess of one percent (1%) of the Company�s consolidated revenue
during that period (each such customer, a �Major Customer,� and each Contract referenced in this Section 5.5(a)(iii)(A),
a �Major Customer Contract�), or (B) that contains any covenant of the Company granting any exclusivity rights or
contains most favored customer pricing provisions;

(iv) any Contract between the Company or any of its Subsidiaries and any current customer of the Company and its
Subsidiaries that contains any (A) penalties imposed on the Company or any of its Subsidiaries for late delivery of the
Company�s or any of its Subsidiaries� products or breach of other performance obligations by the Company or any of its
Subsidiaries, or (B) penalties (other than standard warranty obligations agreed to by the Company in the ordinary
course of business) imposed on the Company or any of its Subsidiaries associated with repairs, returns or quality
performance of the Company�s or any of its Subsidiaries� products or services;

(v) any Contract between the Company or any of its Subsidiaries and any supplier of goods, products or components
(including software) and/or services with respect to which the Company and its Subsidiaries made cumulative
expenditures during the twelve-month period ended December 31, 2006 greater than $50,000 (each such supplier, a
�Major Supplier�);

(vi) (A) any Contract between the Company or any of its Subsidiaries and any sole source suppliers, or (B) original
equipment manufacturer (OEM) Contracts, electronic manufacturing services (EMS) Contracts, original design and
manufacturing supply (ODM) Contracts, third party logistics (3PL) Contracts, transportation Contracts, and other
contract manufacturing Contracts, or any other Contract that licenses or otherwise authorizes any Person to design,
manufacture, reproduce, develop or modify the products, services or technology of the Company and its Subsidiaries
(other than agreements allowing internal backup copies to be made by end-user customers in the ordinary course of
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(vii) Contracts (A) that contain any �take or pay� or volume commitment provisions binding the Company or any of its
Subsidiaries, or (B) that contain provisions granting any rights of first refusal,
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rights of first negotiation or similar rights to any Person other than the Company in a manner which is material to the
business of the Company and its Subsidiaries, taken as a whole;

(viii) (A) any Contract containing any covenant limiting in any respect the right of the Company or any of its
Subsidiaries to engage in any line of business, or to compete with any Person in any line of business or in the
geographic locations in which any such Person may engage in business, or (B) any Contract otherwise prohibiting or
limiting the right of the Company or any of its Subsidiaries to (x) make, sell or distribute any products or services or
(y) use, transfer, license, distribute or enforce any Intellectual Property rights owned by the Company or any of its
Subsidiaries immediately prior to the execution of such Contract;

(ix) any Contract relating to the disposition or acquisition by the Company or any of its Subsidiaries after the date of
this Agreement of a material amount of assets not in the ordinary course of business or pursuant to which the
Company or any of its Subsidiaries has any material ownership interest in any other Person other than the Company�s
Subsidiaries (including joint venture, partnership or other similar agreements);

(x) any Contract which provides access to source code to any Person for all or any portion of any product of the
Company or Owned Intellectual Property in any circumstance;

(xi) any Contract or other arrangement constituting a �direct financial obligation� or �off-balance sheet arrangement� as
defined under Item 2.03(c) and (d) in SEC Form 8-K (without regard to its materiality) and any other mortgages,
indentures, guarantees, loans or credit agreements, security agreements or other Contracts relating to Indebtedness of
the Company or any of its Subsidiaries or extension of credit, other than accounts receivables and payables in the
ordinary course of business;

(xii) any settlement agreement entered into by the Company or, to the extent possessed by or available to the
Company, by any current or former executive officer within five (5) years prior to the date of this Agreement, other
than (A) releases immaterial in nature or amount entered into with former employees or independent contractors of the
Company in the ordinary course of business in connection with the routine cessation of such employee�s employment
or independent contractor�s service arrangement with the Company, or (B) settlement agreements with Persons other
than Governmental Entities for cash only (which has been paid) that do not exceed $50,000 as to such settlement;

(xiii) any Contract not described in clause (vi) above under which the Company or any of its Subsidiaries has
(A) granted a license or other right to or under any Owned Intellectual Property or a sublicense or other right to or
under any Intellectual Property licensed under a Third Party License, in each case to any Person, other than to
customers, distributors and other resellers in the ordinary course of business, or (B) assigned any Intellectual Property
previously owned by the Company or any of its Subsidiaries and material to the operation of their respective
businesses, as applicable, to any Third Party within four (4) years prior to the date of this Agreement;

(xiv) any Contract not otherwise described in this Section 5.5(a) which has aggregate future sums due from the
Company or any of its Subsidiaries in excess of $100,000 and is not terminable by the Company or any such
Subsidiary (without penalty or payment) on ninety (90) or fewer days� notice;

(xv) any Contract (A) with any Affiliate of the Company (other than its Subsidiaries), (B) with investment bankers,
financial advisors, attorneys, accountants or other advisors retained by the Company or any of its Subsidiaries
involving payments by or to the Company or any of its Subsidiaries of more than $50,000 on an annual basis during
the three (3) years prior to the date of this Agreement, or any such Contract pursuant to which the Company has
ongoing obligations, (C) providing for indemnification by the Company or any of its Subsidiaries of any Person,
except for any such Contract that is (x) not material to the Company or any of its Subsidiaries and (y) entered into in
the ordinary course of business, (D) containing a standstill or similar agreement pursuant to which the Company or

Edgar Filing: FIRST OF LONG ISLAND CORP - Form DEF 14A

Table of Contents 72



any of its Subsidiaries have agreed not to acquire assets or securities of another Person, or (E) relating to currency
hedging or similar transactions.

A-11

Edgar Filing: FIRST OF LONG ISLAND CORP - Form DEF 14A

Table of Contents 73



Table of Contents

(b) Section 5.5(b) of the Company Disclosure Schedule sets forth a list (arranged in clauses corresponding to the
clauses set forth in Section 5.5(a)) of all Company Material Contracts to which the Company or any of its Subsidiaries
is a party or bound by as of the date of this Agreement. A complete and accurate copy of each Company Material
Contract has been made available to Parent (including all amendments, modifications, extensions, renewals,
guarantees or other Contracts with respect thereto).

(c) All Company Material Contracts are valid and binding and in full force and effect, except to the extent they have
previously expired in accordance with their terms. Except as set forth on Section 5.5(c) of the Company Disclosure
Schedule, neither the Company nor any of its Subsidiaries has violated in any material respect, and, to the knowledge
of the Company, no other party to any of the Company Material Contracts has violated in any material respect, any
provision of, or committed or failed to perform any act which, with or without notice, lapse of time or both, would
constitute a material default under the provisions of such Company Material Contract. Neither the Company nor any
of its Subsidiaries has, and, to the knowledge of the Company, no other party to such Contracts has repudiated by oral
or written notice to the Company any material provision of any Company Material Contract.

(d) During the last twelve (12) months, none of the Major Customers has terminated or failed to renew or informed the
Company of any intention to materially reduce purchases under any of its Major Customer Contracts and neither the
Company nor any of its Subsidiaries has received any written notice of termination or such reduced purchases from
any of the Major Customers.

(e) Section 5.5(e) of the Company Disclosure Schedule sets forth each Major Supplier and the cumulative
expenditures made by the Company and its Subsidiaries during the twelve-month period ended December 31, 2006.

(f) The Company has made available to Parent a copy of each of the standard form Contracts currently in use by the
Company or any of its Subsidiaries (including end user, maintenance and reseller standard form Contracts) in
connection with their respective businesses.

(g) Section 5.5(g) of the Company Disclosure Schedule sets forth a complete and accurate list of all active vendors,
resellers and distributors or similar Persons (including agents) through which the products of the Company and its
Subsidiaries were marketed, sold or otherwise distributed during the twelve (12) months preceding the date of this
Agreement. Each reseller and distributor agreement of the Company and its Subsidiaries is terminable by the
Company or its Subsidiary (without penalty or cost) upon ninety (90) days� or less notice.

5.6  SEC Filings; Financial Statements; Information Provided.

(a) The Company has filed all registration statements, forms, reports and other documents required to be filed by the
Company with the SEC since January 1, 2002. All such registration statements, forms, reports and other documents
(including those that the Company files up to the Closing), together with all certifications required pursuant to the
Sarbanes-Oxley Act of 2002 and the related rules and regulations promulgated under or pursuant to such act (the
�Sarbanes-Oxley Act�), are referred to as the �Company SEC Reports.� Except to the extent that information contained in
any Company SEC Report filed and publicly available prior to the date of this Agreement has been specifically
revised or superseded by a later filed Company SEC Report filed prior to the date of this Agreement, the Company
SEC Reports (i) were or will be filed on a timely basis (other than the Company�s Annual Reports on Form 10-K for
the fiscal years ending December 31, 2005 and December 31, 2006, and the Company�s Quarterly Reports on
Form 10-Q for the fiscal quarters ending September 30, 2005 and March 31, June 30 and September 30, 2006), (ii) at
the time filed, complied, or will comply when filed, as to form in all material respects with the applicable
requirements of the Securities Act and the Exchange Act, as the case may be, the Sarbanes-Oxley Act and the rules
and regulations of the SEC thereunder applicable to such Company SEC Reports, and (iii) did not or will not at the
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time they were or are filed contain any untrue statement of a material fact or omit to state a material fact required to be
stated in such Company SEC Reports or necessary in order to make the statements in such Company SEC Reports, in
the light of the circumstances under which they were made, not misleading. No Subsidiary of the Company is subject
to the reporting requirements of Section 13(a) or Section 15(d) of the Exchange Act. The Company has made
available to Parent true, correct and complete copies of all correspondence between the SEC, on the one hand, and the
Company and any of its Subsidiaries, on the other, since January 1, 2002, including (i) all SEC comment letters and
responses to such comment letters by or on behalf of the
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Company, and (ii) any letters, complaints, or other documents from the SEC or any staff or office of the SEC
informing the Company of any inquiry, claim or proceeding (formal, informal or otherwise) or request for documents
or information, and all written responses thereto by or on behalf of the Company. To the knowledge of the Company,
none of the Company SEC Reports is the subject of ongoing SEC review or outstanding SEC comment. There are no
off-balance sheet arrangements as defined in Item 2.03(d) of SEC Form 8-K with respect to the Company or any of its
Subsidiaries that would be required to be reported or set forth in the Company SEC Reports or any such reports
required to be filed in the future.

(b) Except to the extent that information contained in any Company SEC Report filed and publicly available prior to
the date of this Agreement has been specifically revised or superseded by a later filed Company SEC Report filed
prior to the date of this Agreement, each of the consolidated financial statements (including, in each case, any related
notes and schedules) contained or to be contained in or incorporated by reference in the Company SEC Reports at the
time filed or to be filed (i) complied or will comply as to form in all material respects with applicable accounting
requirements and the published rules and regulations of the SEC with respect thereto and (ii) were or will be prepared
in accordance with GAAP applied on a consistent basis throughout the periods involved (except as may be indicated
in the notes to such financial statements or, in the case of unaudited interim financial statements, as permitted by the
SEC with respect to Form 10-Q under the Exchange Act). Except to the extent that information contained in any
Company SEC Report filed and publicly available prior to the date of this Agreement has been specifically revised or
superseded by a later filed Company SEC Report filed prior to the date of this Agreement, each of the consolidated
balance sheets (including, in each case, any related notes and schedules) contained or incorporated by reference in the
Company SEC Reports at the time filed fairly presented in all material respects the consolidated financial position of
the Company and its Subsidiaries as of the dates indicated and each of the consolidated statements of income and of
changes in financial position contained or to be contained or incorporated by reference in the Company SEC Reports
(including, in each case, any related notes and schedules) fairly presented in all material respects the consolidated
results of operations, retained earnings and changes in financial position, as the case may be, of the Company and its
Subsidiaries for the periods set forth therein, except that the unaudited interim financial statements were subject to
normal and recurring year-end adjustments.

(c) Except as and to the extent set forth on the consolidated balance sheet of the Company and its consolidated
Subsidiaries as at December 31, 2006 (including the notes thereto and related management discussion and analysis)
included in the Company�s Annual Report on Form 10-K for the fiscal year ended December 31, 2006, neither the
Company nor any Subsidiary has any liability or obligation of any nature (whether accrued, absolute, contingent or
otherwise, and whether or not required to be disclosed), except for liabilities and obligations (i) incurred in connection
with the transactions contemplated hereby, (ii) incurred in the ordinary course of business and in a manner consistent
with past practice since December 31, 2006, or (iii) except as set forth on Section 5.6(c) of the Company Disclosure
Schedule, that have not had, and are not reasonably expected to have, a material adverse impact on the Company and
its Subsidiaries, taken as a whole.

(d) The information to be supplied by or on behalf of the Company for inclusion in the proxy statement to be sent to
the stockholders of the Company (the �Proxy Statement�) in connection with the Company Meeting will not, on the date
it is first mailed to the stockholders of the Company or at the time of the Company Meeting, contain any untrue
statement of a material fact or omit to state any material fact required to be stated in the Proxy Statement or necessary
in order to make the statements in the Proxy Statement, in light of the circumstances under which they are made, not
misleading. The Proxy Statement will comply as to form in all material respects with the provisions of the Exchange
Act and the rules and regulations promulgated by the SEC thereunder. The representations and warranties contained in
this Section 5.6(d) will not apply to statements or omissions included in the Proxy Statement or any other filings made
with the SEC based upon information furnished in writing to the Company by Parent or Merger Sub specifically for
use in the Proxy Statement.
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(e) The Company maintains disclosure controls and procedures and internal control over financial reporting as
required under Rule 13a-15(a) promulgated under the Exchange Act. Except as set forth on Section 5.6(e)-1 of the
Company Disclosure Schedule, such disclosure controls and procedures and such internal control over financial
reporting were effective as of December 31, 2006, and the same are otherwise reasonably designed to comply with the
respective definitions of such controls in Rules 13a-15(e) and (f) promulgated under the Exchange Act. The Company
has disclosed, based on its most recent evaluation prior to the date of this
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Agreement, to the Company�s auditors and the audit committee of the Company Board (i) any significant deficiencies
and material weaknesses in the design or operation of internal controls over financial reporting which are reasonably
likely to adversely affect in any material respect the Company�s ability to record, process, summarize and report
financial information, and (ii) any fraud, whether or not material, that involves management or other employees who
have a significant role in the Company�s internal control over financial reporting. The Company has made available to
Parent a summary of any such disclosure made by management to the Company�s auditors and audit committee since
January 1, 2004, and Section 5.6(e)-1 of the Company Disclosure Schedule sets forth a summary of all current
significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting.
Except as set forth on Section 5.6(e)-2 of the Company Disclosure Schedule, since January 1, 2004, no current or
former employee of the Company or any of its Subsidiaries has alleged to any of the senior officers of the Company or
such Subsidiary that the Company or any such Subsidiaries has engaged in questionable or fraudulent accounting or
auditing practices. No attorney representing the Company or any of its Subsidiaries, whether or not employed by the
Company or any of its Subsidiaries, has reported evidence of a violation of securities Laws, breach of fiduciary duty
or similar violation by the Company or any of its officers, directors, employees or agents to the Company Board or
any of its committees or to any director, in his or her capacity as a director, or officer, in his or her capacity as an
officer, of the Company or any of its Subsidiaries.

(f) The Company and, to the knowledge of the Company, each of its officers and directors are in compliance with, and
have complied, in each case in all material respects with (i) since the enactment of the Sarbanes-Oxley Act, the
applicable provisions of the Sarbanes-Oxley Act at the time that such provisions became effective, and (ii) since the
date that the Company Common Stock has been quoted on the Pink Sheets, the SEC and National Association of
Securities Dealers (the �NASD�) rules applicable to companies quoted on the Pink Sheets (and since any such date, the
Company has not given or been required to give notice to, and has not received notice from, the SEC, the NASD or
any other Person, (x) to the effect that the Company is or may be in violation of any of the SEC or NASD rules
applicable to companies quoted on the Pink Sheets or (y) with respect to non-compliance with the rules or regulations
that would affect the eligibility of the Company Common Stock from being quoted on the Pink Sheets).

(g) There are no outstanding loans made by the Company or any of its Affiliates to any executive officer (as defined in
Rule 3b-7 under the Exchange Act) or director of the Company or any Subsidiary of the Company. Except as
permitted by the Exchange Act, including Sections 13(k)(2) and (3), since the enactment of the Sarbanes-Oxley Act,
neither the Company nor any of its Affiliates has made, arranged or modified (in any material way) personal loans or
an �extension of credit� to any executive officer (as defined in Rule 3b-7 under the Exchange Act) or director of the
Company or any Subsidiary of the Company.

5.7  Absence of Certain Changes.  Since December 31, 2006, the Company and its Subsidiaries have conducted their
respective businesses only in, and have not engaged in any material transaction other than according to, the ordinary
and usual course of such businesses and, since such date, except as set forth on Section 5.7 of the Company Disclosure
Schedule, there has not been (a) any change in the financial condition, properties, business or results of operations of
the Company and its Subsidiaries or any development, circumstance or occurrence or combination thereof which has
had, or could reasonably be expected to have, a Company Material Adverse Effect (including any adverse change with
respect to any development, circumstance or occurrence existing on or prior to such date), (b) any material damage,
destruction or other casualty loss with respect to any material asset or property owned, leased or otherwise used by the
Company or any of its Subsidiaries, whether or not covered by insurance, or (c) any other action or event that would
have required the consent of Parent under Section 7.1 had such action or event occurred after the date of this
Agreement.

5.8  Litigation.
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(a) Except as set forth on Section 5.8(a)-1 of the Company Disclosure Schedule, there are no (i) civil, criminal or
administrative actions, suits, claims, hearings, investigations or proceedings (collectively, �Actions�) pending or, to the
knowledge of the Company, threatened against the Company or any of its Subsidiaries, (ii) judgments, orders or
decrees outstanding against the Company or any of its Subsidiaries, or (iii) other facts or circumstances which, to the
knowledge of the Company, are reasonably expected to result in any Action against the Company or any of its
Subsidiaries. Other than as set forth in Section 5.8(a)-2 of the Company Disclosure Schedule,
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there has not been since January 1, 2004, nor are there currently, any internal investigations, or inquiries reasonably
expected to lead to a material internal investigation, being conducted by the Company Board (or any of its
committees) or any Person at the request of the Company Board concerning any financial, accounting, Tax, conflict of
interest, illegal activity, fraudulent or deceptive conduct or other misfeasance or malfeasance issues.

(b) The indemnification obligations of the Company (including advancement of expenses) with respect to any present
or former directors, officers or employees of the Company and its Subsidiaries arising out of any past, pending or
threatened proceedings or other events that have given rise to or may give rise to any indemnification obligations of
the Company pursuant to any agreement, the certificate of incorporation or bylaws, as amended, of the Company, or
any statute, are specified in Section 5.8(b) of the Company Disclosure Schedule.

(c) Section 5.8(c)-1 of the Company Disclosure Schedule sets forth a list of (i) all Contracts of the Company and its
Subsidiaries relating to Indebtedness, currently outstanding or that could become outstanding in the future, and (ii) the
amount of such Indebtedness, including any accrued interest, as of the date of this Agreement. Section 5.8(c)-2 of the
Company Disclosure Schedule sets forth, calculated as of the date of this Agreement, the aggregate amount of cash
and cash equivalents of the Company and its Subsidiaries less the aggregate amount of Indebtedness of the Company
and its Subsidiaries (including, for the avoidance of doubt and without limitation, any penalties, premiums, liquidated
damages or similar amounts relating to any Indebtedness that may become due and payable as a result of the execution
of this Agreement or the consummation of the Merger or the transactions contemplated by this Agreement) (such
difference, the �Company Net Cash�).

The term �Indebtedness� means, with respect to any Person, (A) all indebtedness of such Person, whether or not
contingent, for borrowed money, (B) all obligations of such Person evidenced by notes, bonds, debentures or other
similar instruments, and (C) all Indebtedness of others referred to in clauses (A) and (B) guaranteed, directly or
indirectly, in any manner by such Person, or in effect guaranteed directly or indirectly by such Person through a
Contract (I) to pay or purchase such Indebtedness or to advance or supply funds for the payment or purchase of such
Indebtedness, (II) to purchase, sell or lease (as lessee or lessor) property, or to purchase or sell services, primarily for
the purpose of enabling the debtor to make payment of such Indebtedness or to assure the holder of such Indebtedness
against loss, (III) to supply funds to or in any other manner invest in the debtor (including any agreement to pay for
property or services irrespective of whether such property is received or such services are rendered), or (IV) otherwise
to assure a creditor against loss; provided, however, solely with respect to Section 5.8(c) above and Section 8.2(k),
Indebtedness shall not be deemed to include intercompany amounts, capital lease obligations or any expenses or costs
incurred by the Company pursuant to Section 7.15.

5.9  Employee Benefits.

(a) Section 5.9(a)-1 and Section 5.13(b) of the Company Disclosure Schedule lists all benefit and compensation plans,
policies or arrangements, other than commission arrangements, currently maintained or contributed to by the
Company, any of its Subsidiaries or any other entity, which together with the Company or any of its Subsidiaries, is
treated as a single employer under Section 414 of the Code (an �ERISA Affiliate�) (or in respect of which the Company,
any of its Subsidiaries or any ERISA Affiliate has any outstanding liability) and covering current or former
employees, independent contractors, consultants (including outsourcing), temporary employees and current or former
directors of the Company, any of its Subsidiaries or any ERISA Affiliate, which are �employee benefit plans� within the
meaning of Section 3(3) of the Employee Retirement Income Security Act of 1974, as amended (�ERISA�), and any
other written plan, policy or arrangement (whether or not subject to ERISA) involving direct or indirect compensation,
other than commission arrangements, currently maintained by the Company, any of its Subsidiaries or any ERISA
Affiliate (or in respect of which the Company, any of its Subsidiaries or any ERISA Affiliate has any outstanding
liability) and covering current or former employees, independent contractors, consultants (including outsourcing),
temporary employees and current or former directors of the Company, any of its Subsidiaries or any ERISA Affiliate,
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including health, dental, vision or life insurance coverage, vacation, loans, fringe benefits, severance benefits, change
in control plan or agreements, disability benefits, deferred compensation, bonuses, stock options, stock ownership or
purchase, phantom stock, stock appreciation, stock based or other forms of incentive compensation, bonus or
post-retirement compensation or benefits (the �Company Benefit Plans�), other than Company Benefit Plans maintained
outside of the United States primarily for the benefit of employees working outside of the United States (such plans
are referred to as �Company
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Non � U.S. Benefit Plans�). Complete and accurate copies of all Company Benefit Plans listed on Section 5.9(a)-1 of the
Company Disclosure Schedule, any amendments thereto, all summary plan descriptions, any summary of material
modifications thereto, all other documents containing descriptions furnished to participants in a Company Benefit
Plan, and any benefits schedule, trust instruments, insurance contracts or other funding vehicle forming a part of any
such Company Benefit Plans, the Annual Report (Form 5500 series) and schedules, if any, for the most recent prior
three (3) years and opinions of independent accountants to the extent required under applicable Law have been
provided or made available to Parent. Section 5.9(a)-2 of the Company Disclosure Schedule identifies each Company
Benefit Plan which is a change in control plan or agreement of the Company or any of its Subsidiaries and each
employment or retention agreement of the Company or any of its Subsidiaries, and complete and accurate copies of
each such plan or agreement have been provided to Parent.

(b) Except as set forth on Section 5.9(b) of the Company Disclosure Schedule, all Company Benefit Plans, other than
Company Non � U.S. Benefit Plans (�Company U.S. Benefit Plans�), have been maintained and administered in all
material respects in accordance with ERISA, the Code and other applicable Laws. Each Company U.S. Benefit Plan
which is subject to ERISA (the �Company ERISA Plans�) that is an �employee pension benefit plan� within the meaning
of Section 3(2) of ERISA (a �Company Pension Plan�) and that is intended to be qualified under Section 401(a) of the
Code, has received a current favorable opinion letter or determination letter from the Internal Revenue Service (the
�IRS�), and the Company is not aware of any circumstances likely to result in the loss of the qualification of such
Company Pension Plan under Section 401(a) of the Code. There is no voluntary employees� beneficiary association
within the meaning of Section 501(c)(9) of the Code which provides benefits under a Company U.S. Benefit Plan.
Except as set forth on Section 5.9(b) of the Company Disclosure Schedule, neither the Company nor any of its
Subsidiaries has engaged in a transaction with respect to any Company ERISA Plan that, assuming the Taxable period
of such transaction expired as of the date of this Agreement, could subject the Company or any Subsidiary to a Tax or
penalty imposed by either Section 4975 of the Code or Section 502(i) of ERISA in an amount which would be
material. Neither the Company nor any of its Subsidiaries has incurred or reasonably expects to incur a material Tax
or penalty imposed by Section 4980F of the Code or Section 502 of ERISA or any material liability under
Section 4071 of ERISA. Any Company Benefit Plan that is subject to Section 409A of the Code has been operated in
good faith compliance with the requirements of Section 409A of the Code (or an available exemption therefrom).

(c) Neither the Company nor any of its Subsidiaries or ERISA Affiliates contributes or ever has contributed to a
�multiemployer plan� within the meaning of Section 4001(a)(3) of ERISA or a plan that has two or more contributing
sponsors at least two of whom are not under common control, within the meaning of Section 4063 of ERISA. None of
the Company Pension Plans is or ever has been subject to Section 302 of ERISA, Section 412 of the Code or Title IV
of ERISA, nor does the Company, any of its Subsidiaries or any ERISA Affiliate have any liability, contingent or
otherwise, in respect of any such Company Pension Plan.

(d) Except as set forth on Section 5.9(d) of the Company Disclosure Schedule, all contributions required to be made
under each Company Benefit Plan, whether pursuant to applicable Laws or the terms of such Company Benefit Plan,
have been timely made and all obligations in respect of each Company Benefit Plan have been properly accrued and
reflected in the most recent consolidated balance sheet filed or incorporated by reference in the Company SEC
Reports prior to the date of this Agreement.

(e) There is no material litigation pending or, to the knowledge of the Company, threatened, relating to the Company
Benefit Plans. Neither the Company nor any of its Subsidiaries has any obligations for retiree health and life benefits
under any Company ERISA Plan or collective bargaining agreement. By its terms, the Company or its Subsidiaries
may amend or terminate any Company ERISA Plan at any time without incurring any liability thereunder, other than
termination fees under service provider contracts with respect to each such Company ERISA Plan, a true and
complete copy of each such service provider contract having been provided to Parent, and other than in respect of
claims incurred or vested benefits accrued prior to such amendment or termination, and to the knowledge of the
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Plan.
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(f) There has been no amendment to, announcement by the Company, any of its Subsidiaries or any ERISA Affiliate
relating to, or change in employee participation or coverage under, any Company Benefit Plan which would increase
materially the expense of maintaining such plan above the level of the expense incurred therefor for the most recent
fiscal year. Section 5.9(f) of the Company Disclosure Schedule sets forth a complete and accurate list of all contracts,
plans or arrangements obligating the Company or any of its Subsidiaries to pay severance to any current or former
directors, employees, independent contractors or consultants (including outsourcing) of the Company or any of its
Subsidiaries, except for obligations pursuant to, required by or arising under applicable Law and except for those
agreements identified in Section 5.9(a)-2 of the Company Disclosure Schedule. Except pursuant to retention or other
agreements set forth in Section 5.9(a)-2 of the Company Disclosure Schedule, neither the execution of this
Agreement, stockholder approval of this Agreement nor the consummation of the transactions contemplated hereby
(i) entitles any employees of the Company or any of its Subsidiaries to severance pay or any increase in severance pay
upon any termination of employment after the date of this Agreement, or (ii) except as specifically contemplated in
Section 4.3, accelerates the time of payment or vesting or result in any payment or funding (through a grantor trust or
otherwise) of compensation or benefits under, increases the amount payable or results in any other material obligation
pursuant to, any of the Company Benefit Plans or any Company Non-U.S. Benefit Plan. Neither the Company nor any
of its Subsidiaries has entered into any contract, agreement, plan or arrangement covering any employee or former
employee or independent contractor that, individually or collectively, could give rise to the payment by the Company
or any of its Subsidiaries of any amount that would not be deductible by reason of Code Section 280G or would give
rise to a payment that could subject the recipient to excise tax imposed by Code Section 4999.

(g) All Company Non-U.S. Benefit Plans have been maintained and administered in all material respects in
accordance with applicable local Law, and have received all necessary rulings or determinations as to the qualification
(to the extent such concept or a comparable concept exists in the relevant jurisdiction) of such Company
Non-U.S. Benefit Plans from the appropriate Governmental Entity. All Company Non-U.S. Benefit Plans, and all
governmental plans, funds or programs to which the Company or any of its Subsidiaries contributes on behalf of any
of their employees, are listed on Section 5.9(g) of the Company Disclosure Schedule. There is no pending or, to the
knowledge of the Company, threatened, litigation relating to the Company Non-U.S. Benefit Plans (except for
individuals� claims for benefits payable in the normal operation of such Company Non-U.S. Benefit Plans) that has
resulted in, or is reasonably expected to result in, a material expense in respect of the Company or any of its
Subsidiaries.

(h) All material contributions required to be made under each Company Non-U.S. Benefit Plan, whether pursuant to
applicable Laws or the terms of such Company Non-U.S. Benefit Plan, have been timely made and all obligations in
respect of each Company Non-U.S. Benefit Plan have been properly accrued and reflected in the most recent
consolidated balance sheet filed or incorporated by reference in the Company SEC Reports prior to the date of this
Agreement. The Company and its Subsidiaries have no material unfunded liabilities with respect to any such
Company Non-U.S. Benefit Plan.

5.10  Compliance with Laws; Permits.  Except as set forth on Section 5.10 of the Company Disclosure Schedule, the
businesses of each of the Company and its Subsidiaries have been, and are being, conducted in compliance with all
applicable federal, state, local, municipal, foreign or other laws, statutes, constitutions, principles of common law,
resolutions, ordinances, codes, edicts, rules, regulations, judgments, orders, rulings, injunctions, decrees, directives,
arbitration awards, agency requirements, authorizations, opinions, licenses and permits of all Governmental Entities
(collectively, �Laws�) applicable to the Company or its Subsidiaries, except for violations or possible violations that
(i) have not had, and are not reasonably expected to have, a Company Material Adverse Effect and (ii) have not
resulted, and are not reasonably likely to result in, the imposition of a criminal fine, penalty or sanction against the
Company, any of its Subsidiaries, or any of their respective directors or officers. No (i) material investigation or
review (for which the Company or one of its Subsidiaries has received notice) or (ii) other investigation or review (for
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the Company or any of its Subsidiaries is pending or, to the knowledge of the Company, threatened. The Company
and its Subsidiaries each have all governmental permits, licenses, franchises, variances, exemptions, orders and other
governmental authorizations, consents and approvals necessary to conduct its business as presently conducted (each, a
�Company Permit�) except those the absence of
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which have not had, and are not reasonably expected to have, a Company Material Adverse Effect. No Company
Permit will cease to be effective as a result of the execution of this Agreement or the consummation of the
transactions contemplated by this Agreement.

5.11  Environmental Matters.

(a) Except for such matters that are not reasonably expected to have a Company Material Adverse Effect: (i) the
Company and its Subsidiaries have complied with all applicable Environmental Laws (as defined below) during the
previous five (5) years; (ii) no property currently owned, leased or operated by the Company or any of its Subsidiaries
(including soils, groundwater, surface water, buildings or other structures) is contaminated with any Hazardous
Substance (as defined below) that requires, or is reasonably expected to require, investigation, monitoring,
contribution or other financial responsibility and/or remediation by the Company or any of its Subsidiaries under
applicable Environmental Laws; (iii) no property formerly owned or operated by the Company or any of its
Subsidiaries was contaminated with any Hazardous Substance during or prior to such period of ownership or
operation that requires, or is reasonably expected to require, investigation, monitoring, contribution or other financial
responsibility and/or remediation by the Company or any of its Subsidiaries under applicable Environmental Laws;
(iv) to the Company�s knowledge, neither the Company nor any of its Subsidiaries is subject to liability for any
Hazardous Substance disposal or contamination on any property owned by any Third Party; (v) neither the Company
nor any of its Subsidiaries has caused or could be held liable for any release or threat of release of any Hazardous
Substance; (vi) neither the Company nor any of its Subsidiaries has received any notice, demand, letter, claim or
request for information alleging that the Company or any of its Subsidiaries may be in violation of or subject to
liability under any Environmental Law; (vii) neither the Company nor any of its Subsidiaries is subject to any order,
decree, injunction or other arrangement with any Governmental Entity or any indemnity or other agreement with any
Third Party pursuant to which it has assumed any liability or obligation under any Environmental Law; (viii) there are
no other existing circumstances or conditions (including plans for modification or expansion which are the subject of
an approved capital authorization request) involving the Company�s or any of its Subsidiaries� owned or leased
properties or operations that are reasonably likely to result in any claim, liability, investigation, cost or restriction on
the Company�s or any of its Subsidiaries� ownership, use or transfer of any property pursuant to any Environmental
Laws; and (ix) the Company has delivered or made available to Parent copies of all Material Environmental Reports
(as defined below), studies, assessments, soil or groundwater sampling data and other material environmental
information in its possession relating to the Company or its Subsidiaries or their respective current and former
properties or operations which were prepared within the last five (5) years.

The term (x) �Material Environmental Reports� means any reports generated by any third party consultants or experts,
including any due diligence reports prepared under the ASTM standards and any reports submitted to any
Governmental Entity within the last five (5) years, (y) �Environmental Law� means any applicable Law relating to:
(A) the protection, investigation or restoration of the environment, health, safety, or natural resources, (B) the
handling, use, presence, disposal, release or threatened release of any Hazardous Substance, (C) noise, odor, indoor
air, worker safety and health, wetlands, pollution or contamination, or any injury or threat of injury to Persons or
property relating to any Hazardous Substance, or (D) the labeling, packaging, takeback or recycling of products or the
manufacturing of products, and (z) �Hazardous Substance� means any substance that is listed, classified or regulated
pursuant to any Environmental Law, including any petroleum product or by-product, asbestos-containing material,
lead, polychlorinated biphenyls, radioactive material or radon.

(b) Except as set forth on Section 5.11 of the Company Disclosure Schedule, the products of the Company or any of
its Subsidiaries sold or otherwise made available in the European Union market comply in all material respects with
the Restrictions on the Use of Certain Hazardous Substances in Electrical and Electronic Equipment (2002/95/EC)
Directive, and the Waste Electrical and Electronic Equipment (2002/96/EC) Directive, to the extent such directives
and/or any legislation enacted or implemented thereunder by applicable European Union member nations are
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5.12  Taxes.

(a) The Company and each of its Subsidiaries (a) have prepared in good faith and duly and timely filed (taking into
account any extension of time within which to file) all income Tax Returns and other material Tax
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Returns (as defined below) required to be filed by any of them and all such filed Tax Returns are complete and
accurate in all material respects, (b) have paid or accrued for all Taxes that are required to be paid as shown in such
Tax Returns or that the Company or any of its Subsidiaries are obligated to withhold from amounts owing to any
employee, creditor or other Person, except with respect to matters contested in good faith, and (c) have not waived any
statute of limitations with respect to any material Taxes that has continuing effect or agreed to any extension of time
with respect to a Tax assessment or deficiency that has continuing effect. There are not pending or, to the knowledge
of the Company, threatened, any audits, examinations, investigations or similar proceedings in respect of Taxes or Tax
matters. The Company has made available to Parent correct and complete copies of the federal income Tax Returns
filed by the Company and its Subsidiaries for each of their respective Taxable years ending in 2005, 2004 and 2003.
Neither the Company nor any of its Subsidiaries has any liability with respect to income, franchise or similar Taxes in
excess of the amounts accrued with respect thereto that are reflected in the financial statements included in the
Company SEC Reports filed on or prior to the date of this Agreement, except for any liability with respect to such
Taxes that has been incurred in the ordinary course of business since the date of filing of such Company SEC Reports.
None of the Company or any of its Subsidiaries has any liability for Taxes of any Person other than members of the
tax consolidated or combined group of which the Company is or was the common parent. None of the Company or
any of its Subsidiaries was the distributing corporation or the controlled corporation in a distribution intended to
qualify under Section 355(a) of the Code. Neither the Company nor any of its Subsidiaries has engaged in any
transaction that the IRS has determined to be a �listed transaction� for purposes of § 1.6011-4(b)(2). With respect to any
year for which the applicable statute of limitations is still open, none of the Company or any of its Subsidiaries has
(i) engaged in a transaction of which it made disclosure to any Tax authority to avoid penalties, or (ii) participated in a
�tax amnesty� or similar program offered by any Tax authority to avoid the assessment of penalties or other additions to
Tax.

(b) The term (i) �Tax� (including, with correlative meaning, the terms �Taxes� and �Taxable�) means all federal, state, local
and foreign income, profits, franchise, gross receipts, environmental, customs duty, capital stock, severances, stamp,
payroll, sales, employment, unemployment, disability, use, property, withholding, excise, production, value added,
occupancy and other taxes, duties or assessments of any nature whatsoever, together with all interest, penalties and
additions imposed with respect to such amounts and any interest in respect of such penalties and additions, and
(ii) �Tax Return� means all returns and reports (including elections, declarations, disclosures, schedules, estimates and
information returns) required to be supplied to a Tax authority relating to Taxes.

5.13  Employees; Independent Contractors.

(a) The Company has provided to Parent a list of all employees of the Company and its Subsidiaries as of the date of
this Agreement, and will provide at Closing an updated list of such employees as of immediately before the Effective
Time (�Employees�), along with the position, date of hire and the annual rate of compensation of each such person
(including salary or, with respect to Employees compensated on an hourly or per diem basis, the hourly or per diem
rate of compensation and estimated or target annual incentive compensation), promised increases in compensation or
increases contemplated by the Company, promised promotions or promotions contemplated by the Company, accrued
but unused sick and vacation leave, and service credited for purposes of vesting and eligibility to participate under any
Company Benefit Plans or Company Non-U.S. Benefit Plans, and has identified any Employees who are on a
Company-approved leave of absence and the type of such approved leave. Except as set forth on Section 5.13(a) of the
Company Disclosure Schedule, each such Employee has entered into a confidentiality and assignment of inventions
agreement with the Company or a Subsidiary of the Company in the form set forth in Section 5.13(a) of the Company
Disclosure Schedule.

(b) Section 5.13(b) of the Company Disclosure Schedule sets forth a list of all independent contractors performing
services or under contract to perform future services for the Company or any of its Subsidiaries immediately before
the Effective Time, and the Company has provided to Parent a copy of all contracts applicable to such independent
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(c) To the knowledge of the Company, no Employee identified on Section 5.13(c) of the Company Disclosure
Schedule under the heading �Key Employee� (�Key Employee�) has any plans to terminate employment with the
Company or any of its Subsidiaries.

(d) Except as set forth on Section 5.13(d) of the Company Disclosure Schedule, neither the Company nor any of its
Subsidiaries is a party to or bound by any collective bargaining agreement, works council or representative of any
employee group, or otherwise required to bargain with any union, works council or representative of any employee
group, nor has the Company or any Subsidiary experienced within the last twenty-four (24) months any strikes or
other industrial actions, grievances, claims of unfair labor practices, or other collective bargaining disputes or trade
disputes. No organizational effort has been made or, to the knowledge of the Company, threatened by or on behalf of
any labor union (which includes any application or request for recognition) within the last twenty-four (24) months
with respect to any employees of the Company or any of its Subsidiaries. There is no union, works council or
representative of any employee group that must be notified, consulted or with which negotiations need to be
conducted in connection with the transactions contemplated by this Agreement.

(e) To the knowledge of the Company, neither the Company nor any of its Subsidiaries has committed any unfair
labor practice, and each of the Company and its Subsidiaries has complied in all material respects with applicable
Laws, including foreign Laws, their own respective policies, including handbooks, work rules, or internal regulations,
within the last twenty-four (24) months relating to employment or employment practices or termination of
employment, including those relating to wages and hours, including overtime, rest and meal periods, discrimination in
employment, occupational health and safety, fair employment practices, terms and conditions of employment, equal
employment opportunity, benefits, workers� compensation, and collective bargaining, including any applicable foreign
national collective bargaining agreement. To the knowledge of the Company, except as set forth on Section 5.13(e) of
the Company Disclosure Schedule, there is no pending or threatened charge or complaint against the Company or any
of its Subsidiaries involving any employment matter, including any charge or complaint before the National Labor
Relations Board, the Equal Employment Opportunity Commission, or any comparable state, local, or foreign agency.
To the knowledge of the Company, all Employees have been properly classified as exempt or non-exempt in
accordance with applicable Laws.

(f) The Company and its Subsidiaries are in compliance with the Fair Credit Reporting Act and state and foreign
counterparts.

(g) The Company has distributed the California Department of Fair Employment and Housing pamphlet �Sexual
Harassment is Forbidden by Law� (DFEH-185) or otherwise made a one-time dissemination of the DFEH mandated
information to all former and current California employees.

(h) Except as set forth on Section 5.13(h) of the Company Disclosure Schedule, neither the Company, any director or
officer of the Company, nor, to the knowledge of the Company, any immediate family members of any director or
officer, owns directly or indirectly, individually or collectively, any interest in any corporation, company, partnership,
entity or organization which is in a business similar or competitive to the businesses of the Company and its
Subsidiaries or which has any existing undisclosed contractual relationship with the Company or any of its
Subsidiaries, other than the ownership as a passive investor (i.e., where the Company, director, officer, or family
member is not involved in any way in the management of the business) of less than one percent of the securities of a
publicly traded corporation or mutual fund.

(i) The Company and its Subsidiaries have properly paid all wages and salaries and employment Taxes (including
social security Taxes and other payroll Taxes and including any share owed by the employer and any share that the
Company and its Subsidiaries were required to withhold from the compensation paid to Employees) and are not liable
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for any penalties or arrears, except for any arrears that would exist in the ordinary course of business and would be in
compliance in all material respects with applicable Law.

(j) To the knowledge of the Company, all Employees are authorized and have appropriate documentation to work in
the countries in which they are assigned and the Company and its Subsidiaries are in compliance with all applicable
immigration Laws.

(k) To the knowledge of the Company, except as set forth on Section 5.13(k) of the Company Disclosure Schedule, no
former or current employee, consultant, or contractor of the Company or any of its Subsidiaries is in
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violation of any agreement with the Company or any of its Subsidiaries relating to inventions, competition,
solicitation or confidentiality.

(l) The Company and its Subsidiaries have not experienced a layoff or plant closing within the last twelve (12) months
that is reasonably likely to give rise to liability under the Worker Adjustment and Retraining Notification Act or any
similar state, local or foreign law or regulation.

(m) The Company and its Subsidiaries have no affirmative action obligations under applicable law.

5.14  Insurance.  The Company and its Subsidiaries maintain insurance coverage reasonably adequate for the
operation of the business of the Company and its Subsidiaries (taking into account the cost and availability of such
insurance). Except as set forth on Section 5.14 of the Company Disclosure Schedule, since January 1, 2004, no insurer
of the Company or any of its Subsidiaries has (a) cancelled or invalidated any insurance policy of the Company or any
of its Subsidiaries or (b) refused any coverage or rejected any material claim under any such insurance policy, and
each such insurance policy is in full force and effect and all premiums due with respect to all such insurance policies
have been paid.

5.15  Intellectual Property.

(a) Section 5.15(a) of the Company Disclosure Schedule sets forth, for the Owned Intellectual Property (as defined
below), a correct and complete list of all (i) issued Patents (as defined below) and filed and pending applications for
Patents, (ii) registered Trademarks (as defined below) and Trademarks for which registrations have been applied for,
(iii) domain name registrations, and (iv) registered Copyrights (as defined below) and Copyrights for which
registrations have been applied for, indicating for each of the foregoing (i)-(iv), the applicable jurisdiction, registration
number (or application number) and date issued (or date filed). The Company and its Subsidiaries exclusively own,
free and clear of all Liens (except for Permitted Liens), all right, title and interest in the Owned Intellectual Property.

(b) All Trademarks, Patents and Copyrights listed in Section 5.15(a) of the Company Disclosure Schedule (i) are
currently in compliance in all material respects with all applicable legal requirements (including, as applicable,
application, registration and maintenance requirements, such as the timely post-registration filing of affidavits of use
and incontestability and renewal applications with respect to Trademarks, and the payment of filing, examination and
annuity and maintenance fees and proof of working or use with respect to Patents), (ii) are, to the knowledge of the
Company, valid and enforceable and (iii) are not subject to any maintenance fees or actions falling due within ninety
(90) days after the Closing Date. No Trademark listed in Section 5.15(a) of the Company Disclosure Schedule is
currently involved in any opposition or cancellation proceeding and, to the knowledge of the Company, no such action
has been threatened with respect to any of those Trademarks. No Patent owned by the Company is currently involved
in any interference, reissue, re-examination or opposition proceeding and, to the knowledge of the Company, no such
action has been threatened with respect to any such Patent.

(c) Section 5.15(c)-1 of the Company Disclosure Schedule sets forth a complete and accurate list of any and all
Contracts or other written agreements (excluding license agreements for off-the-shelf software applications programs
having a price of less than $10,000 per copy, seat, CPU or named user) pursuant to which the Company or any of its
Subsidiaries has been granted or otherwise receives from a Third Party any right to use or distribute any Software (as
defined below) (other than the Third Party Embedded Software (as defined below) and any Software licensed pursuant
to a Limited License (as defined below)), indicating for each such Contract and agreement the title, the parties and the
date executed. Section 5.15(c)-2 of the Company Disclosure Schedule sets forth a complete and accurate list of all
Third Party Software that is contained or embedded in, and necessary for the operation and use of, any commercially
available products of the Company (�Third Party Embedded Software� and, together with the Contracts and agreements
listed in Section 5.15(c)-1 of the Company Disclosure Schedule, the �Third Party Software Licenses�). The Company

Edgar Filing: FIRST OF LONG ISLAND CORP - Form DEF 14A

Table of Contents 92



has identified in Section 5.15(c)-1 and Section 5.15(c)-2 of the Company Disclosure Schedule, for each Contract listed
thereon, all royalties, honoraria or other fees (if any) that will become due or payable thereunder within five
(5) months after the date of this Agreement.

(d) Except for the Third Party Software Licenses, Section 5.15(d) of the Company Disclosure Schedule sets forth a
complete and accurate list of any and all Contracts or other written arrangements pursuant to which the Company or
any of its Subsidiaries has been granted or otherwise receives any right to use, exercise or practice any
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right under any Intellectual Property (as defined below) of a Third Party, indicating for each such Contract and written
arrangement the title, the parties and the date executed (the �Third Party IP Licenses� and, together with the Third Party
Software Licenses, the �Third Party Licenses�). To the knowledge of the Company, the Company and its Subsidiaries
have valid and enforceable rights to use all of the Intellectual Property covered by the Third Party Licenses. The
Company has identified in Section 5.15(d) of the Company Disclosure Schedule, for each Contract listed thereon, all
royalties, honoraria or other fees (if any) that will become due or payable thereunder within five (5) months after the
date of this Agreement. No royalties, honoraria or other fees are past due and owing by the Company or any of its
Subsidiaries under the Third Party Licenses.

(e) Except as set forth on Section 5.15(e)-1 of the Company Disclosure Schedule, the Owned Intellectual Property and
the Intellectual Property covered by the Third Party Licenses constitute all of the Intellectual Property used in and, to
the knowledge of the Company, necessary for the operation of the Company�s business as currently conducted. The
Company and its Subsidiaries have taken all reasonable steps to protect the Owned Intellectual Property, including
reasonable steps to prevent and abate any infringement or misappropriation of the Owned Intellectual Property.
Except as set forth on Section 5.15(e)-2 of the Company Disclosure Schedule, to the knowledge of the Company, no
Third Party has challenged in writing to the Company the Company�s ownership, use, validity or enforceability of any
of the Owned Intellectual Property. Neither the Company nor any of its Subsidiaries have licensed or otherwise
authorized any Third Party to make, have made, sell, copy, distribute, modify, reverse engineer, or prepare derivatives
of any Owned Intellectual Property (other than Copyrights in Company Software, which is addressed in the last
sentence of Section 5.15(h) below), except pursuant to a written agreement (including via electronic means).

(f) Except as set forth on Section 5.15(f)-1 of the Company Disclosure Schedule, to the knowledge of the Company,
the conduct of the Company�s business as currently conducted and as it is intended to be conducted with respect to the
development of the products and platforms set forth on Section 5.15(f)-2 of the Company Disclosure Schedule does
not infringe upon any Intellectual Property rights of any Third Party. Except as set forth on Section 5.15(f)-3 of the
Company Disclosure Schedule, no Third Party has notified the Company or any of the Company�s Subsidiaries in
writing that (i) any of such Third Party�s Intellectual Property rights are infringed by the Company or any of its
Subsidiaries, or (ii) the Company or any of its Subsidiaries requires a license to any of such Third Party�s Intellectual
Property rights in order for the Company or its Subsidiaries, as applicable, to be non-infringing, and neither the
Company nor any of its Subsidiaries has received any written offer to license (or any other form of written notice of)
any of such Third Party�s Intellectual Property rights.

(g) To the knowledge of the Company, no Third Party is misappropriating, infringing, diluting or violating any Owned
Intellectual Property. Except as set forth on Section 5.15(g) of the Company Disclosure Schedule, no such claims have
been brought or threatened against any Third Party by or on behalf of the Company or any of its Subsidiaries.

(h) Section 5.15(h) of the Company Disclosure Schedule contains a complete and accurate list of all Software that is
owned by the Company or any of its Subsidiaries and sold, licensed, leased or otherwise distributed by the Company
or any of its Subsidiaries or authorized resellers to end user customers of the Company�s or its Subsidiaries� products or
services (the �Company Software�). The Company Software was developed either by (i) employees of the Company or
its Subsidiaries within the scope of their employment who have executed the confidentiality and assignment of
inventions agreement set forth in Section 5.13 of the Company Disclosure Schedule, or (ii) independent contractors
who have assigned their rights to the Company or one of its Subsidiaries pursuant to enforceable written agreements.
Neither the Company nor any of its Subsidiaries have licensed or otherwise authorized any Third Party to copy,
distribute, modify, decompile, or prepare derivatives of any Company Software except pursuant to a written license
agreement or other written arrangement.

(i) Except as set forth on Section 5.15(i)-1 of the Company Disclosure Schedule, all material Trademarks of the
Company and its Subsidiaries within the Owned Intellectual Property and currently used in the operation of the
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Company, as applicable, since the date of their initial use in commerce. Except as set forth on Section 5.15(i)-2 of the
Company Disclosure Schedule, to the knowledge of the Company, there has been no prior use of any registered
Trademarks owned by the Company or any of its Subsidiaries or other action taken by any Third Party
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that would confer upon such Third Party superior rights in such Trademarks. The Company has taken reasonable steps
to prevent infringement of the Trademarks referenced in the first sentence of this subsection (i).

(j) The Copyrights within the Owned Intellectual Property have been solely (i) created by (A) employees of the
Company and its Subsidiaries within the scope of their employment who have executed the confidentiality and
assignment of inventions agreement set forth in Section 5.13(a) of the Company Disclosure Schedule, or
(B) independent contractors who have assigned their rights to the Company pursuant to enforceable written
agreements, or (ii) acquired pursuant to an enforceable written assignment from the original author(s) or subsequent
assignees. To the knowledge of the Company, the works covered by such Copyrights were not copies of, nor derived
from, any work for which the Company or any of its Subsidiaries does not own the Copyrights. To the knowledge of
the Company, no other Person has any claim to authorship or ownership of any part of any of the Copyrights within
the Owned Intellectual Property.

(k) The Patents within the Owned Intellectual Property relate solely to inventions (i) created by (A) employees of the
Company and its Subsidiaries within the scope of their employment who have executed the confidentiality and
assignment of inventions agreement set forth in Section 5.13(a) of the Company Disclosure Schedule, or
(B) independent contractors who have assigned their rights to the Company pursuant to enforceable written
agreements, or (ii) acquired pursuant to an enforceable written assignment from the original inventor(s) or subsequent
assignees (a complete and accurate list of all such agreements referenced in subsection (i)(B) and (ii) above is set forth
on Section 5.15(k) of the Company Disclosure Schedule). The inventions covered by such Patents were not copies of,
nor derived from, any invention for which the Company or any of its Subsidiaries does not own the Patent, and no
other Person has any claim to inventorship or ownership of any part thereof.

(l) The Company and its Subsidiaries have taken reasonable steps to protect their respective rights in material
confidential information and trade secrets owned by them or disclosed to them by a Third Party and used in
connection with the conduct of the Company�s business. Without limiting the foregoing, the Company and its
Subsidiaries have enforced a policy of requiring each employee, consultant and contractor to execute proprietary
information, invention assignment and confidentiality agreements, as appropriate, substantially consistent with the
Company�s standard forms (complete and current copies of which have been delivered or made available to Parent).
Except under valid and binding confidentiality obligations, there has been no material disclosure by the Company or
any of its Subsidiaries to a Third Party of any confidential information or trade secrets used in connection with the
conduct of the Company�s business.

(m) The Company and its Subsidiaries have valid registrations for each of the domain names set forth in
Section 5.15(a) of the Company Disclosure Schedule. The registration of each such domain name is free and clear of
all Liens (except for Permitted Liens) and is in full force and effect. The Company has paid all fees required to
maintain each such registration. To the knowledge of the Company, none of the Company�s registrations or uses of the
domain names has been disturbed or placed �on hold� and neither the Company nor any of its Subsidiaries has received
written notice of any claim asserted against the Company or any of its Subsidiaries adverse to its rights to such
domain names.

(n) All Company Software is free from any material defect or programming or documentation error, including major
bugs, logic errors or failures of such Software to operate in all material respects as described in the related
documentation, and substantially conforms to the specifications of such Software. To the knowledge of the Company,
all Software licensed from any Third Party is free from any material defect or programming or documentation error,
including major bugs, logic errors or failures of such Software to operate in all material respects as described in the
related documentation, and substantially conforms to the specifications of such Software. With respect to Company
Software, the applications can be compiled from the associated source code in accordance with the means currently
employed by the Company. Except for any components of the source code licensed in from Third Parties, the
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Company has actual and sole possession of the complete source code of the Company Software. Except as set forth on
Section 5.15(n) of the Company Disclosure Schedule, other than the Company�s or any of its Subsidiaries� delivery of
the Company source code to third party escrow agents or their disclosure of such source code to Third Parties as part
of a software development kit made available by the Company or any of its Subsidiaries in the ordinary course of
business, no event has occurred, and to the knowledge of the Company no circumstance or condition exists, that (with
or without notice or lapse of time) will, or could
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reasonably be expected to, result in the disclosure or delivery to any Third Party of the source code for the Company
Software. The Company Software (as used or distributed by the Company or its Subsidiaries) does not contain any
�back door,� �time bomb,� �Trojan horse,� �worm,� �drop dead device,� �virus� (as these terms are commonly used in the
computer software industry), or other Software routines or hardware components intentionally designed to permit
unauthorized access, to disrupt, disable or erase software, hardware or data, or to perform any other similar type of
unauthorized activities.

(o) Except as set forth in Section 5.15(o) of the Company Disclosure Schedule, none of the Company Software or any
Owned Intellectual Property are, in whole or in part, subject to the provision of any open source or other similar type
of license agreement or distribution model that (i) requires the distribution or making available of the source code for
the Company Software to the general public, (ii) prohibits or limits the Company or any of its Subsidiaries from
charging a fee or receiving consideration in connection with sublicensing or distributing any Company Software,
(iii) except as specifically permitted by Law, grants any right to any Third Party (other than the Company and its
Subsidiaries) or otherwise allows any such Third Party to decompile, disassemble or otherwise reverse-engineer any
Company Software, or (iv) requires the licensing of any Company Software to the general public for the purpose of
permitting others to make derivative works of the Company Software (any such open source or other type of license
agreement or distribution model described in clause (i), (ii), (iii) or (iv) above, a �Limited License�). By way of
clarification, but not limitation, the term �Limited License� includes (A) GNU�s General Public License (GPL) or
Lesser/Library GPL (LGPL), (B) the Artistic License (e.g., PERL), (C) the Mozilla Public License, (D) the Netscape
Public License, (E) the Sun Community Source License (SCSL), and (F) the Sun Industry Standards License (SISL).
To the knowledge of the Company, none of the Company Software incorporates, or is distributed with, any Software
that is subject to a Limited License, nor does any Company Software constitute a derivative work of, dynamically link
with or otherwise interact with any such Software.

(p) Except as set forth on Section 5.15(p) of the Company Disclosure Schedule, no government funding, facilities of a
university, college, or other educational institution or research center was used in the creation or development of the
Owned Intellectual Property or Company Software. To the knowledge of the Company, no current or former
employee, consultant or independent contractor who was directly involved in, or who contributed directly to, the
creation or development of any Owned Intellectual Property or Company Software has performed services for any
Governmental Entity, a university, college, or other educational institution, or a research center, during a period of
time during which such employee, consultant or independent contractor was also performing services used in the
creation or development of the Owned Intellectual Property or Company Software. Neither the Company nor any of
its Subsidiaries are party to any contract, license or agreement with any Governmental Entity that grants to such
Governmental Entity any right or license with respect to the Owned Intellectual Property or Company Software, other
than as granted in the ordinary course of business pursuant to a non-exclusive license to any Company Software.

(q) For the purposes of this Agreement:

(i) The term �Copyrights� means (A) any rights in original works of authorship fixed in any tangible medium of
expression as set forth in the United States Copyright Act, 17 U.S.C. §101 et. seq., and any rights in mask works,
registered and unregistered, as defined in 17 U.S.C. §901, (B) all registrations and applications to register the
foregoing anywhere in the world, (C) all foreign counterparts and analogous rights anywhere in the world, and (D) all
rights in and to any of the foregoing;

(ii) The term �Intellectual Property� means any and all (A) Copyrights, Trademarks, and Patents and all rights to obtain
and rights to apply for Patents, and to register Trademarks and Copyrights, (B) Software, ideas, innovations,
inventions (whether or not patentable, reduced to practice, or the subject of an application for Patent), know-how and
show-how, trade secrets, works of authorship, and confidential technical and non-technical information, (C) moral
rights and author�s rights, (D) all other industrial, proprietary and intellectual property related rights anywhere in the

Edgar Filing: FIRST OF LONG ISLAND CORP - Form DEF 14A

Table of Contents 98



world, and all renewals and extensions of any of the foregoing, regardless of whether or not such rights have been
registered with the appropriate authorities in such jurisdictions in accordance with the relevant legislation, (E) copies
and tangible embodiments of all the foregoing, in whatever form or medium, (F) all rights in and to any of the
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foregoing, including the right to sue, recover, and retain damages, costs, and attorneys� fees for past and present
infringement or misappropriation of any of the foregoing;

(iii) The term �Owned Intellectual Property� means Intellectual Property currently owned by or subject to an obligation
to be assigned to the Company and its Subsidiaries;

(iv) The term �Patents� means (A) all classes and types of patents (including national and multinational statutory
invention registrations, utility models, petty patents, design patents and industrial designs) and the inventions covered
thereby and any enhancements or improvements thereto (including the exclusive right to use, make, have made, sell,
offer to sell and import the inventions), (B) invention disclosures, provisional patent applications, patent applications,
continuations, continuations-in-part, divisionals or substitutes of the original applications upon which the any of
foregoing patent rights are based, (C) any reexaminations, reissues, renewals or extensions of any of the foregoing,
(D) foreign counterparts (including national and multinational) of any of the foregoing, and (E) all rights in and to any
of the foregoing;

(v) The term �Software� means all computer programs and systems, whether embodied in software, firmware or
otherwise, including, software compilations, software implementations of algorithms, software tool sets, compilers,
and software models and methodologies (regardless of the stage of development or completion), and all related
documentation, and including any and all forms in which any of the foregoing is embodied (whether in source code,
object code, executable code or human readable form); and

(vi) The term �Trademarks� means (A) all classes and types of trademarks, service marks, logos, trade dress and trade
names, Web addresses and domain names, and other indicia of commercial source or origin (whether registered,
common law, statutory or otherwise), (B) registrations and pending applications to register any of the foregoing
including any intent to use applications, supplemental registrations and any renewals or extensions, (C) goodwill
associated with any of the foregoing, (D) foreign counterparts of any of the foregoing anywhere in the world, and
(E) all rights in and to any of the foregoing.

5.16  Owned and Leased Properties.

(a) Neither the Company nor any Subsidiary of the Company currently owns or has ever owned any real property.

(b) Section 5.16(b) of the Company Disclosure Schedule sets forth a complete and accurate list as of the date of this
Agreement of all real property leased or subleased by the Company or any of its Subsidiaries with space in excess of
5,000 square feet (the �Leased Real Property�), together with a true and complete list of all leases (including the parties
thereto, date and address of the real property covered by the leases), lease guaranties, subleases, licenses, easements,
and any other agreements for the leasing, use or occupancy of, or otherwise granting a right in or relating to the
Leased Real Property with space in excess of 5,000 square feet, entered into by the Company or any of its
Subsidiaries, including all amendments, terminations and modifications (each, a �Company Lease�). The Company has
made available to Parent complete and accurate copies of all Company Leases. The Company or one of its
Subsidiaries has a valid and existing leasehold estate in and the right to quiet enjoyment of the Leased Real Property
for the full term, subject to the terms of the Company Leases, to any Permitted Liens (as defined below) with respect
thereto and to applicable bankruptcy, insolvency, reorganization, moratorium and similar laws affecting creditors�
rights and remedies generally, and subject, as to enforceability, to general principles of equity (regardless of whether
enforcement is sought in a proceeding at law or in equity).

(c) With respect to each Company Lease: (i) the Company Lease as modified or amended is legal, valid, binding,
enforceable by the Company or any of its Subsidiaries which is a party thereto (the �Tenant�), and in full force and
effect; (ii) except as set forth on Section 5.16(c)(ii) of the Company Disclosure Schedule, the Company Lease will
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continue to be legal, valid, binding, enforceable, and in full force and effect on substantially the same terms following
the consummation of the Merger, and the landlord will not be entitled to terminate such Company Lease upon the
Merger; (iii) the Tenant has not received or given any notice of any material default or event that, with notice or lapse
of time or both, would constitute a default by the Tenant under the Company Lease for which such Company Lease
could be terminated and, to the knowledge of the Company, no other party is in material
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default thereof and no party to the Company Lease has exercised any termination rights with respect thereto as a result
of an event of default; (iv) neither the Tenant nor, to the knowledge of the Company, any other party has repudiated
any material provision of any Company Lease; (v) neither Tenant nor, to the knowledge of the Company, any other
party to the Company Lease, is engaged in any material dispute, oral agreement or forbearance program with respect
to the Company Lease which could have a material adverse effect on the rights or obligations of the Tenant under the
Company Lease; (vi) except for Permitted Liens, or as set forth on Section 5.16(c)(vi) of the Company Disclosure
Schedule, the Tenant has not subleased, assigned, transferred, conveyed, mortgaged, granted a deed of trust or
encumbered its leasehold interest in the Leased Real Property subject to the Company Lease; (vii) the monthly rent
and all other charges due and payable by the Tenant under such Company Lease have been paid in full through the
respective dates such amounts are due thereunder; (viii) to the extent the Tenant is responsible therefor under the
Company Lease, all facilities leased under the Company Lease have received all approvals of Governmental Entities
(including licenses and permits) required in connection with the operation and use thereof by the Tenant and have
been operated and maintained by the Tenant in accordance with applicable laws, rules and regulations, except for any
such approvals, laws, rules or regulations, which if not obtained, or if not operated and maintained in accordance with
which, would not materially and adversely affect the present use by the Tenant of the Leased Real Property; (ix) all
facilities leased under the Company Lease are supplied with utilities and other services necessary for the operation of
said facilities as used by the Tenant; (x) except as set forth on Section 5.16(c)(x) of the Company Disclosure
Schedule, there are no parties (other than the Company and its Subsidiaries) in possession of such Leased Real
Property; (xi) the Tenant has not received written notice of, nor does the Company have knowledge of, any pending or
threatened condemnation proceedings, lawsuits or administrative actions relating to Leased Real Property subject to
the Company Lease; (xii) neither the Company nor any of its Subsidiaries owes any brokerage commissions with
respect to any such Leased Real Property; and (xiii) all real estate Taxes and assessments owed by the Tenant which
are due and payable with respect to the Leased Real Property have been paid prior to the delinquency thereof.

(d) The Company has not received any notice of any special Tax assessment affecting any real property which the
Company or any of its Subsidiaries is responsible for paying and, to the knowledge of the Company, no such
assessments are pending or threatened. The zoning of each parcel of Leased Real Property permits the presently
existing improvements thereon and the continuation of the business presently being conducted on such parcel. Neither
the Company nor any of its Subsidiaries subleases any Leased Real Property to any Third Party other than to the
Company and its Subsidiaries.

(e) Except as set forth on Section 5.16(e) of the Company Disclosure Schedule, the Company and each of its
Subsidiaries, as applicable, has good and marketable title to, or valid leasehold interests in, all of its material tangible
assets and properties, including the Leased Real Property, except for (i) such tangible assets and properties which are
disposed of or, with respect to the Leased Real Property, the leasehold interests in which are terminated or expire, in
the ordinary course of business, (ii) Permitted Liens and (iii) any other defects in title, easements, restrictive covenants
and other encumbrances of any nature that have not had, and are not reasonably expected to have, a Company
Material Adverse Effect. All such material tangible assets and properties, other than assets and properties in which the
Company or any of its Subsidiaries has a leasehold interest, are free and clear of all Liens, except for (A) Liens for
Taxes which are not yet due and payable or delinquent or that are being contested in good faith by appropriate
proceedings, (B) Liens for assessments and other governmental charges or Liens of landlords, carriers, warehousemen,
mechanics and repairmen incurred in the ordinary course of business, in each case for sums not yet due and payable or
due but not delinquent or being contested in good faith by appropriate proceedings, (C) Liens incurred in the ordinary
course of business in connection with workers� compensation, unemployment insurance and other types of social
security or to secure the performance of tenders, statutory obligations, surety and appeal bonds, bids, leases,
government contracts, performance and return of money bonds and similar obligations, (D) Liens that do not
materially interfere with the conduct of the Company�s business and do not materially adversely affect the present use
or value of the Company�s assets, (E) zoning, building and other land use and environmental regulations by any
Governmental Entities which are not currently violated or with respect to which the violation, if any, does not
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use by the Company and its Subsidiaries of the Leased Real Property, (F) such other imperfections or irregularities in
title, charges, easements, survey exceptions, leases, subleases and other occupancy agreements, reciprocal easement
agreements, restrictions and other encumbrances on title that do not
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materially interfere with the conduct of the Company�s business and do not materially adversely affect the present use
by the Company and its Subsidiaries of the Leased Real Property, (G) as to the Leased Real Property, Liens affecting
the lessor which have not been created by the Company or any of its Subsidiaries or caused by the actions of the
Company or any of its Subsidiaries, (H) Liens relating to any debt or liabilities, including any contingent liabilities,
that are reflected on the most recent consolidated balance sheet of the Company and its Subsidiaries, (I) matters which
an accurate survey would disclose, provided such matters do not interfere with the present use or occupancy of the
property subject thereto or affected thereby, (J) such other exceptions to or imperfections in title, charges, easements,
covenants, conditions, restrictions and encumbrances which do not materially interfere with the present use of any
property subject thereto or affected thereby and (K) Liens consented to in writing pursuant to Section 7.1 by Parent
(such Liens set forth in clauses (A) through (K) constituting, �Permitted Liens�).

5.17  Government Contracts.  With respect to each Contract between the Company or any of its Subsidiaries, on the
one hand, and any Governmental Entity, on the other hand, and each outstanding bid, quotation or proposal by the
Company or any of its Subsidiaries (each, a �Bid�) that if accepted or awarded could lead to a Contract between the
Company or any of its Subsidiaries, on the one hand, and any Governmental Entity, on the other hand (each such
Contract or Bid, a �Company Government Contract�), and each Contract between the Company or any of its
Subsidiaries, on the one hand, and any prime contractor or upper-tier subcontractor, on the other hand, relating to a
Contract between such Person and any Governmental Entity, and each outstanding Bid that if accepted or awarded
could lead to a Contract between the Company or any of its Subsidiaries, on the one hand, and a prime contractor or
upper-tier subcontractor, on the other hand, relating to a Contract between such Person and any Governmental Entity
(each such Contract or Bid, a �Company Government Subcontract�):

(a) Each such Company Government Contract or Company Government Subcontract (other than Bids) (i) is set forth
on Section 5.17(a) of the Company Disclosure Schedule, and (ii) was, to the knowledge of the Company, legally
awarded, and, unless fully performed in accordance with its terms, is binding on the parties thereto and in full force
and effect, except any failure to be legally awarded or in full force and effect that, individually or in the aggregate, is
not reasonably likely to result in a material liability to the Company and its Subsidiaries, taken as a whole.

(b) There is no material action, suit, claim or proceeding pending or, to the knowledge of the Company, threatened, in
connection with any Company Government Contract or Company Government Subcontract, against the Company or
any of its Subsidiaries alleging fraud or under the United States False Claims Act, the United States Procurement
Integrity Act or the United States Truth in Negotiations Act. Neither the Company, any Subsidiary of the Company
nor any cost incurred by the Company or any of its Subsidiaries pertaining to a Company Government Contract or
Company Government Subcontract is the subject of any audit or, to the knowledge of the Company, investigation or
has been disallowed by any Governmental Entity, except any investigation, audit or disallowance (i) that, individually
or in the aggregate, is not reasonably likely to result in a material liability to the Company and its Subsidiaries taken
as a whole or (ii) which commenced more than three (3) years before the date of this Agreement and is closed.

(c) The Company and its Subsidiaries have complied in all material respects with all requirements of the Company
Government Contracts or Company Government Subcontracts and any material Law relating to the safeguarding of,
and access to, classified information. The Company is not aware of any facts that are reasonably likely to give rise to
the revocation of any security clearance of the Company, any of its Subsidiaries or any employee of the Company or
any of its Subsidiaries.

5.18  Import and Export Control Laws.  The Company and each of its Subsidiaries has at all times as to which the
applicable statute of limitations has not yet expired, conducted its import and export transactions in accordance in all
material respects with all applicable U.S. import, export and re-export controls, including the United States Export
Administration Act and Regulations and Foreign Assets Control Regulations, and all other applicable import/export
controls in other countries in which the Company and its Subsidiaries conduct material business. Without limiting the
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(a) The Company and each of its Subsidiaries has obtained, and is in compliance in all material respects with, all
material export licenses, license exceptions and other consents, notices, waivers, approvals, orders, authorizations,
registrations, declarations, classifications and filings with any Governmental Entity required for
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(i) the export and re-export of products, services, Software and technologies and (ii) releases of technologies and
Software to foreign nationals located in the United States and abroad (�Export Approvals�);

(b) There are no pending or, to the knowledge of the Company, threatened claims against the Company or any of its
Subsidiaries with respect to such Export Approvals;

(c) To the knowledge of the Company, there are no actions, conditions or circumstances pertaining to the Company�s
or any of its Subsidiaries� import or export transactions that may give rise to any future claims;

(d) Except as set forth on Section 5.18(d) of the Company Disclosure Schedule, no Export Approvals for the transfer
of export licenses to Parent or the Surviving Corporation are required, or if any such Export Approvals are required,
they can be obtained expeditiously without material cost;

(e) None of the Company, its Subsidiaries or any of their respective Affiliates is a party to any Contract or bid with, or
has conducted business with (directly or, to the knowledge of the Company, indirectly), a Person located in, or
otherwise has any operations in, or sales to, Cuba, Myanmar (Burma), Iran, Iraq, North Korea, Libya, Rwanda, Syria
or Sudan;

(f) Since January 1, 2004, neither the Company nor any of its Subsidiaries has received written notice to the effect that
a Governmental Entity claimed or alleged that the Company or any of its Subsidiaries was not in compliance in any
material respect with any applicable Laws relating to the export of goods and services to any foreign jurisdiction
against which the United States or the United Nations maintains sanctions or export controls, including applicable
regulations of the United States Department of Commerce and the United States Department of State; and

(g) None of the Company, its Subsidiaries or any of their respective Affiliates has made any voluntary disclosures to,
or has been subject to any fines, penalties or sanctions from, any Governmental Entity regarding any past import or
export control violations.

5.19  Foreign Corrupt Practices Act.  Neither the Company nor any of its Subsidiaries (including any of their officers,
directors, agents, distributors, employees or other Person associated with or acting on their behalf) has, directly or
indirectly, taken any action which would cause it to be in material violation of the Foreign Corrupt Practices Act of
1977, as amended, or any rules or regulations thereunder or any similar anti-corruption or anti-bribery Laws
applicable to the Company or any of its Subsidiaries in any jurisdiction other than the United States (collectively, the
�FCPA�), or, to the knowledge of the Company, used any corporate funds for unlawful contributions, gifts,
entertainment or other unlawful expenses relating to political activity, made, offered or authorized any unlawful
payment to foreign or domestic government officials or employees, whether directly or indirectly, or made, offered or
authorized any unlawful bribe, rebate, payoff, influence payment, kickback or other similar unlawful payment,
whether directly or indirectly, except for any of the foregoing which is no longer subject to potential claims of
violation as a result of the expiration of the applicable statute of limitations. The Company has established reasonable
internal controls and procedures intended to ensure compliance with the FCPA and has made available to Parent
copies of any such written controls and procedures.

5.20  Consent Decrees.  Section 5.20 of the Company Disclosure Schedule sets forth a list of all material consent
decrees to which the Company or any of its Subsidiaries is subject and any material voluntary agreements with any
Governmental Entity resulting from any Actions by any Governmental Entity that impose any continuing duties on the
Company, including any additional reporting or monitoring requirements.

5.21  Product Liability and Recalls.
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(a) Neither the Company nor any of its Subsidiaries has any material liability (and, to the knowledge of the Company,
there is no reasonable basis for any present or future action, suit, proceeding, hearing, investigation, charge,
complaint, claim, or demand against any of them giving rise to any material liability) arising out of any injury to
individuals or property as a result of the license or use of any product of the Company or any of its Subsidiaries.

(b) There are no pending internal investigations, material external investigations for which the Company has received
notice, other external investigations for which the Company has received written notice, or voluntary
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or involuntary recalls, of any product of the Company or any of its Subsidiaries nor, to the knowledge of the
Company, has it received any notifications from any Third Party or Governmental Entity that might give rise to any
potential investigation, or the recall, of any product of the Company or any of its Subsidiaries. Each product that is
sold or licensed by the Company or any of its Subsidiaries is designed and manufactured, and functions or operates, in
all material respects in accordance with such product�s design or specifications, and in accordance with applicable
product safety or regulatory requirements.

5.22  Takeover Statutes.  The Company Board has taken all actions so that the restrictions contained in Section 203 of
Delaware Law applicable to a �business combination� (as defined in such Section 203) will not apply to Parent during
the pendency of this Agreement, including the execution, delivery or performance of this Agreement and the
consummation of the Merger and the other transactions contemplated hereby. No other �fair price�, �moratorium�, �control
share acquisition�, �interested shareholder�, �business combination� or other similar anti-takeover statute or regulation of
any jurisdiction (each, including the business combination provisions of Section 203 of Delaware Law, a �Takeover
Statute�) is applicable to the Merger or any of the other transactions contemplated hereby.

5.23  Change of Control.  The Merger and the other transactions contemplated hereby will not constitute a �change of
control� under, require the consent from or the giving of notice to a Person pursuant to, permit a Person to terminate or
accelerate vesting or repurchase rights or create any other detriment to the Company or any Subsidiary of the
Company under the terms, conditions or provisions of, any Company Material Contract or Company Lease to which
the Company or any Subsidiary of the Company is a party or by which any of them or any of their properties or assets
may be bound.

5.24  Vote Required.  The approval of this Agreement by the Company Board constitutes approval of this Agreement
and the Merger for purposes of Section 203 of Delaware Law and represents the only action necessary to ensure that
Section 203 of Delaware Law does not and will not apply to the execution and delivery of this Agreement or the
consummation of the Merger. The only vote of the holders of any class or series of capital stock or other securities of
the Company necessary to adopt this Agreement or consummate the other transactions contemplated hereby is the
Shareholder Approval.

5.25  Company Rights Plan.  The Company has amended, and the Company and the Company Board have taken all
necessary action to amend, the Company Rights Agreement to render the Rights issuable pursuant to the Company
Rights Agreement inapplicable to the execution and delivery of this Agreement and consummation of the Merger and
ensure that none of the execution or delivery of this Agreement or the consummation of the Merger will result in
(a) the occurrence of the �flip-in event� described under Section 11(a)(ii) of the Company Rights Agreement, (b) the
occurrence of the �flip-over event� described under Section 13(a) of the Company Rights Agreement, or (c) the Rights
becoming evidenced by, and transferable pursuant to, certificates separate from the certificates representing the shares
of Company Common Stock. The Company and the Company Board have taken all actions necessary to ensure that
the Rights shall expire immediately prior to the Effective Time, without the payment of any money or other
consideration.

5.26  Brokers and Finders.  Except for the Company�s engagement of Goldman, Sachs & Co. as its financial advisor,
neither the Company nor any of its officers, directors or employees has employed any broker or finder or incurred any
liability for any brokerage fees, commissions or finder�s fees in connection with the Merger or the other transactions
contemplated in this Agreement. The Company has made available to Parent a complete and accurate copy of all
agreements pursuant to which Goldman, Sachs & Co. is entitled to any fees or expenses in connection with any of the
transactions contemplated by this Agreement.

ARTICLE VI
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Parent and Merger Sub represent and warrant to the Company that the statements contained in this Article VI are true
and correct.
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6.1  Organization, Good Standing and Qualification.  Each of Parent and Merger Sub is a corporation duly organized,
validly existing and in good standing under the Laws of the jurisdiction of its incorporation, has all requisite corporate
power and authority to own, lease and operate its properties and assets and to carry on its business as presently
conducted, and is duly qualified to do business and, where applicable as a legal concept, is in good standing as a
foreign corporation in each jurisdiction where the ownership or operation of its assets or properties or conduct of its
business requires such qualification, except where the failure to be so organized, qualified or in good standing, or to
have such power or authority, when taken together with all other such failures, has not had, and is not reasonably
expected to have, a Parent Material Adverse Effect. The term �Parent Material Adverse Effect� means any change or
effect that materially and adversely affects the ability of Parent or Merger Sub to consummate, or materially delays the
consummation of, the Merger and the other transactions contemplated by this Agreement.

6.2  Authority; No Conflict; Required Filings and Consents.

(a) Each of Parent and Merger Sub has all requisite corporate power and authority to enter into this Agreement and to
consummate the transactions contemplated by this Agreement. The execution and delivery of this Agreement and the
consummation of the transactions contemplated by this Agreement by Parent and Merger Sub have been duly
authorized by all necessary corporate action on the part of each of Parent and Merger Sub. This Agreement has been
duly executed and delivered by each of Parent and Merger Sub and constitutes the valid and binding obligation of
each of Parent and Merger Sub, enforceable against each of them in accordance with its terms, except as the
enforcement may be limited by bankruptcy, insolvency (including all Laws relating to fraudulent transfers),
reorganization, moratorium or similar Laws affecting enforcement of creditors� rights generally now or hereafter in
effect and except as enforcement is subject to general principles of equity (regardless of whether enforcement is
considered in a proceeding in equity or at Law).

(b) The execution and delivery of this Agreement by each of Parent and Merger Sub do not, and the consummation by
Parent and Merger Sub of the transactions contemplated by this Agreement will not, (i) conflict with, or result in any
violation or breach of, any provision of the certificate of incorporation or by-laws of Parent or Merger Sub,
(ii) conflict with, or result in any violation or breach of, or constitute (with or without notice or lapse of time, or both)
a default (or give rise to a right of termination, cancellation or acceleration of any obligation or loss of any material
benefit) under, require a consent or waiver under, constitute a change in control under, require the payment of a
penalty under or result in the imposition of any Lien on Parent�s or Merger Sub�s assets under, any of the terms,
conditions or provisions of any Contract to which Parent or Merger Sub is a party or by which any of them or any of
their properties or assets may be bound, or (iii) subject to compliance with the requirements specified in clauses (i)
and (ii) of Section 6.2(c), conflict with or violate any permit, concession, franchise, license or Law applicable to
Parent or Merger Sub or any of its or their respective properties or assets, except in the case of clauses (ii) and (iii) of
this Section 6.2(b) for any such conflicts, violations, breaches, defaults, terminations, cancellations, accelerations,
losses, penalties or Liens, and for any consents or waivers not obtained, that, individually or in the aggregate, are not
reasonably expected to have a Parent Material Adverse Effect.

(c) Other than (i) the filings, approvals and/or notices pursuant to Section 1.2, (ii) filings, approvals and/or notices
under the HSR Act (or similar foreign filings), the Securities Act and the rules and regulations promulgated
thereunder and the Exchange Act and the rules and regulations promulgated thereunder, (iii) filings, approvals and/or
notices required to be made with or obtained from the New York Stock Exchange and (iv) such consents, approvals,
orders, authorizations, registrations, declarations and filings as may be required under applicable U.S. state securities
Laws, no notices, reports or other filings are required to be made by Parent with, nor are any consents, registrations,
approvals, permits or authorizations required to be obtained by Parent from, any Governmental Entity in connection
with the execution and delivery of this Agreement by Parent and Merger Sub and the consummation by Parent and
Merger Sub of the Merger and the other transactions contemplated hereby, except those that the failure to make or
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(d) No vote of the holders of any class or series of Parent�s capital stock or other securities is necessary for the
consummation by Parent of the transactions contemplated by this Agreement.
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6.3  Information Provided.  The information concerning Parent and Merger Sub that is supplied by or on behalf of
Parent expressly for inclusion in the Proxy Statement to be sent to the stockholders of the Company in connection
with the Company Meeting will not, on the date it is first mailed to the stockholders of the Company or at the time of
the Company Meeting, contain any untrue statement of a material fact or omit to state any material fact required to be
stated in the Proxy Statement or necessary in order to make the statements in the Proxy Statement, in light of the
circumstances under which they are made, not misleading.

6.4  Operations of Merger Sub.  Merger Sub was formed solely for the purpose of engaging in the transactions
contemplated by this Agreement, has engaged in no other business activities and has conducted its operations only as
contemplated by this Agreement.

6.5  Brokers and Finders.  Neither Parent nor Merger Sub has employed any broker or finder or incurred any liability
for any brokerage fees, commissions or finder�s fees for which the Company would have liability in connection with
the Merger or the other transactions contemplated in this Agreement.

6.6  Financing.  Parent has immediately available funds to pay, in cash, the total Merger Consideration and necessary
to perform Parent�s and Merger Sub�s other obligations under this Agreement (including all fees and expenses payable
by Parent and/or Merger Sub in connection with the transactions contemplated by this Agreement).

ARTICLE VII

COVENANTS

7.1  Interim Operations.  The Company covenants and agrees as to itself and its Subsidiaries that, after the date of this
Agreement and prior to the Effective Time (unless Parent shall otherwise consent in writing, which consent will not
unreasonably be withheld or delayed, and except as otherwise expressly set forth in or contemplated by this
Agreement or Section 7.1 of the Company Disclosure Schedule):

(a) the business of it and its Subsidiaries will be conducted in the ordinary and usual course and, to the extent
consistent therewith, it and its Subsidiaries shall use their respective commercially reasonable efforts to preserve its
business organization intact and maintain its existing relations and goodwill with customers, suppliers, distributors,
strategic partners, creditors, lessors, employees and business associates;

(b) it shall not (i) issue, sell, pledge, dispose of or encumber any capital stock owned by it in any of its Subsidiaries,
(ii) amend its certificate of incorporation or by-laws (or its equivalent governing instruments), (iii) split, combine or
reclassify its outstanding shares of capital stock, (iv) declare, set aside or pay any dividend payable in cash, stock or
property in respect of any capital stock other than dividends from its direct or indirect wholly-owned Subsidiaries, or
(v) purchase, redeem or otherwise acquire, except for the acquisition of shares of Company Common Stock from
holders of Company Stock Options in full or partial payment of the exercise price payable by such holder upon
exercise of Company Stock Options to the extent required or permitted under the terms of such Company Stock
Options, or permit any of its Subsidiaries to purchase or otherwise acquire, any shares of its capital stock or any
securities convertible into or exchangeable or exercisable for any shares of its capital stock;

(c) neither it nor any of its Subsidiaries shall (i) authorize, issue, sell, pledge, dispose of or encumber any shares of, or
securities convertible into or exchangeable or exercisable for, or options, warrants, calls, commitments or rights of any
kind (including any �rights or poison pill� agreement) to acquire, any shares of its capital stock of any class, or any
Voting Debt or any other property or assets (other than shares of Company Common Stock and associated rights
issuable pursuant to options and other stock-based awards outstanding on the date of this Agreement under the
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surrender or allow to lapse or expire or encumber any material property or material assets (including capital stock of
any of its Subsidiaries) or business, other than the sale of inventory in the ordinary course of business;

(d) neither it nor any of its Subsidiaries shall restructure, recapitalize, reorganize or completely or partially liquidate or
adopt a plan of complete or partial liquidation or otherwise enter into any agreement or

A-31

Edgar Filing: FIRST OF LONG ISLAND CORP - Form DEF 14A

Table of Contents 113



Table of Contents

arrangement imposing material changes or restrictions on the operation of its assets or businesses or adopt resolutions
providing for or authorizing any of the foregoing;

(e) neither it nor any of its Subsidiaries shall acquire (i) by merging or consolidating with, or by purchasing all or a
substantial portion of the assets of or any stock of, or by any other manner, any business or any corporation,
partnership, joint venture, limited liability company, association or other business organization or division thereof, or
(ii) any assets that are material, individually or in the aggregate, to the Company and any of its Subsidiaries, taken as a
whole, except purchases of inventory and raw materials in the ordinary course of business;

(f) neither it nor any of its Subsidiaries shall (i) incur any Indebtedness or guarantee any such Indebtedness of another
Person, (ii) issue, sell or amend any debt securities or warrants or other rights to acquire any debt securities of the
Company or any of its Subsidiaries, guarantee any debt securities of another Person, enter into any �keep well� or other
agreement to maintain any financial statement condition of another Person or enter into any arrangement having the
economic effect of any of the foregoing, (iii) other than accounts receivable in the ordinary course of business, make
any loans, advances (other than routine advances to employees of the Company and its Subsidiaries in the ordinary
course of business) or capital contributions to, or investment in, any other Person, other than the Company or any of
its direct or indirect wholly owned Subsidiaries, or (iv) other than in the ordinary course of business, enter into any
hedging agreement or other financial agreement or arrangement designed to protect the Company or its Subsidiaries
against fluctuations in commodities prices or exchange rates;

(g) neither it nor any of its Subsidiaries shall make any capital expenditures or other expenditures with respect to
property, plant or equipment in excess of $200,000 in the aggregate for the Company and its Subsidiaries, taken as a
whole, other than as set forth in the Company�s budget for capital expenditures previously made available to Parent;

(h) neither it nor any of its Subsidiaries shall make any material changes in accounting methods, principles or
practices, except insofar as may have been required by a change in GAAP or applicable Law or, except as so required,
change any assumption underlying, or method of calculating, any bad debt, contingency or other reserve;

(i) neither it nor any of its Subsidiaries shall, except in the ordinary course of business consistent with past practice,
enter into, renew, modify, amend, terminate, waive, delay the exercise of, release or assign any material rights or
claims under, any Company Material Contract or Company Lease; provided, that, nothing in this Agreement permits
the Company or any of its Subsidiaries to (i) enter into any Contract of the type specified in Sections 5.5(a)(iii)(B),
5.5(a)(vii) or 5.5(a)(viii) to the extent such Contract would survive after the Effective Time or modify or amend in a
manner adverse to the Company or any of its Subsidiaries any existing Contract of the type specified in
Sections 5.5(a)(iii)(B), 5.5(a)(vii) or 5.5(a)(viii), or (ii) except to the extent permitted by Section 7.2(a), enter into,
renew, modify, amend, terminate, waive, delay the exercise of, or release or assign any material rights or claims
under, any confidentiality, standstill or similar agreement to which the Company or any of its Subsidiaries is bound by
or subject;

(j) neither it nor any of its Subsidiaries shall, except as required to comply with applicable Law, any express provision
of this Agreement, or agreements, plans or arrangements existing on the date of this Agreement and disclosed on
Section 5.9(a)-1 of the Company Disclosure Schedule, (i) take any action with respect to, adopt, enter into, terminate
or amend any employment, severance, change in control, retirement, retention, welfare, incentive or similar
agreement, arrangement or benefit plan for the benefit or welfare of any current or former director, officer, employee
or consultant or any collective bargaining agreement, (ii) increase in any respect the compensation or fringe benefits
of, or pay any bonus to, any director, officer, employee or consultant, (iii) amend or accelerate the payment, right to
payment or vesting of any compensation or benefits, including any outstanding options or restricted stock awards,
(iv) pay any benefit not provided for as of the date of this Agreement under any Company Benefit Plan, (v) grant any
awards under any bonus, incentive, performance or other compensation plan or arrangement or benefit plan, including
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or (vi) take any action to fund or in any other way secure the payment of compensation or benefits under any
Company Benefit Plan;
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(k) neither it nor any of its Subsidiaries shall initiate, settle or compromise any litigation, claim, grievance, charge or
proceeding involving any Intellectual Property or any matters reported as �Legal Proceedings� in any Company SEC
Reports, or any other material litigation, claim, grievance, charge or proceeding (other than in connection with the
enforcement of the Company�s rights under this Agreement);

(l) neither it nor any of its Subsidiaries shall make or rescind any material Tax election, amend any material Tax
Return or permit any insurance policy naming it as a beneficiary or loss-payable payee to be cancelled or terminated,
in each case except in a manner consistent with past practice or as required by applicable Law;

(m) neither it nor any of its Subsidiaries shall authorize any of, or commit, resolve or agree, in writing or otherwise, to
take, any of the foregoing actions; and

(n) it will and will cause its Subsidiaries to: (i) timely file all material Tax Returns required to be filed by the
Company or such Subsidiary, as the case may be, and, except as required by applicable Law, prepare such Tax
Returns in a manner consistent with past practice, and (ii) timely pay or accrue all material Taxes due and payable by
the Company and such Subsidiary, respectively, except with respect to matters contested in good faith;

provided, however, that nothing contained in this Agreement will give to Parent, directly or indirectly, rights to
control or direct the operations of the Company prior to Closing. Prior to Closing, the Company shall exercise,
consistent with the terms and conditions of this Agreement, complete control and supervision of its and its
Subsidiaries� operations.

7.2  No Solicitation.

(a) The Company shall not, nor shall it permit or authorize any of its Subsidiaries or any officer, director, employee,
accountant, counsel, financial advisor, agent or other representative of the Company or any of its Subsidiaries
(collectively, the �Company Representatives�) to, on its or any of its Subsidiaries� behalf, directly or indirectly,
(i) solicit, initiate, facilitate, respond to or encourage, including by way of furnishing non-public information, any
inquiries regarding or relating to, or the submission of, any Takeover Proposal (as defined below), (ii) participate in
any discussions or negotiations, furnish to any Person any information or data relating to the Company or its
Subsidiaries, provide access to any of the properties, books, records or employees of the Company or its Subsidiaries
or take any other action, in each such case regarding or to facilitate the making of any proposal that constitutes, or
may reasonably be expected to lead to, any Takeover Proposal, (iii) enter into any letter of intent, memorandum of
understanding, agreement in principle, acquisition agreement, merger agreement or other similar agreement or
commitment with respect to any Takeover Proposal (an �Alternative Acquisition Agreement�) or agree to, approve,
endorse or resolve to recommend or approve any Takeover Proposal, except in each case as otherwise specifically
provided in Section 7.2(b), (iv) grant any waiver or release under any standstill or similar agreement by any Third
Party who has made a Takeover Proposal, (v) take any action to exempt any Third Party from the restrictions on
�business combinations� contained in Section 203 of Delaware Law or otherwise cause such restrictions not to apply, or
(vi) authorize or direct any Company Representative to take any such action; provided, however, that nothing
contained in this Section 7.2(a) or any other provision of this Agreement prohibits the Company or the Company
Board from (A) taking and disclosing to the Company�s stockholders a position required by Rules 14d-9 and 14e-2 or
Item 1012(a) of Regulation M-A promulgated under the Exchange Act, (B) making such disclosure to the Company�s
stockholders as, in the good faith judgment of the Company Board, after receiving advice from its outside counsel, is
required under applicable Law in order to comply with its fiduciary duties, or (C) notifying any Third Party solely of
the existence of, and restrictions under, the provisions of this Section 7.2, provided that the Company may not, except
as permitted by Section 7.2(b), withdraw or modify, or propose to withdraw or modify, its approval or
recommendation of this Agreement or the transactions contemplated hereby, including the Merger, or approve or
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Agreement. Upon execution of this Agreement, the Company shall, and it shall cause the Company Representatives
and its Subsidiaries to, immediately terminate any existing activities, discussions, solicitations or negotiations with
any Third Party conducted previously with respect to any Takeover Proposal. Notwithstanding any of the foregoing
restrictions set forth in Section 7.1 or this Section 7.2(a), nothing in this Agreement prevents the Company or the
Company Board from furnishing (or causing to be furnished), prior to, but not after, the time the vote is taken with
respect to adoption of this Agreement and approval of the Merger at the Company Meeting, information concerning
its business, properties or assets, which
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information is not of greater scope, area or detail than was provided to Parent, to any Third Party pursuant to a
confidentiality agreement with terms and conditions substantially similar to those of the Confidentiality Agreement,
and may negotiate and participate in discussions and negotiations with such Third Party who has made a bona fide,
written Takeover Proposal, but only if: (w) such Takeover Proposal was made after the date of this Agreement (it
being understood that such a Takeover Proposal made after the date of this Agreement by a Third Party who has made
a Takeover Proposal prior to the date of this Agreement is considered a new Takeover Proposal made after the date of
this Agreement); (x) none of the Company, its Subsidiaries and the Company Representatives has solicited, initiated,
or knowingly facilitated or encouraged any Takeover Proposal, or otherwise directly or indirectly violated this
Section 7.2 (other than unintentional breaches that (1) have not directly or indirectly resulted in the making of such
Takeover Proposal and (2) otherwise have had only an immaterial impact on Parent�s rights under this Section 7.2);
(y) such Third Party has submitted a Takeover Proposal that the Company Board has determined (after consulting
with outside legal counsel) either (i) constitutes a Superior Proposal (as defined below) or (ii) is more favorable to the
Company�s stockholders from a financial point of view than the Merger and is reasonably likely to lead to a Superior
Proposal; and (z) the Company Board determines in good faith, after receiving advice from its outside counsel, that
such action is required to discharge the Company Board�s fiduciary duties to the Company�s stockholders under
applicable Law. The Company shall not release or permit the release of any Third Party from, or waive or permit the
waiver of any provision of, any confidentiality, standstill or similar agreement to which the Company is a party or
under which the Company has any rights. The Company shall promptly (and in any event within one (1) Business
Day) notify Parent telephonically and in writing of the existence of any proposal, discussion, negotiation or inquiry
received by the Company that is or could reasonably be expected to constitute or lead to a Takeover Proposal, and the
Company shall promptly communicate in writing to Parent the terms and conditions of any such proposal, discussion,
negotiation or inquiry which it may receive, and provide a copy of any written proposal and the identity of the Third
Party making the same. The Company shall inform Parent within twenty-four (24) hours after any change to the
material terms of any such Takeover Proposal. Within twenty-four (24) hours after any determination by the Company
Board that a Takeover Proposal constitutes a Superior Proposal, the Company shall deliver to Parent and Merger Sub
a written notice advising them of such determination, specifying the terms and conditions of such Superior Proposal
and the identity of the Third Party making such Superior Proposal, and providing Parent and Merger Sub with a copy
of the Superior Proposal.

(b) Neither the Company Board nor any committee thereof shall (i) withdraw or modify, or propose to withdraw or
modify, in a manner adverse to Parent or Merger Sub, the Company Board Recommendation, (ii) approve or
recommend, or propose to approve or recommend, any Takeover Proposal or (iii) enter into any Alternative
Acquisition Agreement (other than a confidentiality agreement expressly permitted by and in accordance with
Section 7.2(a)). Notwithstanding the foregoing, prior to, but not after, the time the vote is taken with respect to the
adoption of this Agreement and approval of the Merger at the Company Meeting, the Company Board may make a
change in the Company Board Recommendation in a manner adverse to Parent or Merger Sub (including, for such
purpose, a withdrawal of such Company Board Recommendation) (a �Change in Company Recommendation�) and/or
approve or recommend a Superior Proposal (and, in connection therewith, take such action as shall be necessary to
exempt such Superior Proposal from any Takeover Statute and the Company Rights Agreement), and the Company
may enter into an Alternative Acquisition Agreement with respect to a Superior Proposal in connection with the
termination of this Agreement, in each case if (A) the Company has received a Superior Proposal which is pending at
the time the Company determines to take such action, (B) the Company Board has determined in good faith, after
receiving advice from its outside counsel, that such action is required to discharge the Company Board�s fiduciary
duties to the Company�s stockholders under applicable Law and (C) at least three (3) Business Days have passed
following Parent�s receipt of an Adverse Recommendation Notice (as defined below), and Parent does not make an
offer within such three (3) Business Day period that is at least as favorable to the Company�s stockholders as the
Superior Proposal, as concluded by the Company Board in its good faith judgment, after consultation with its financial
advisors and receiving advice from its outside counsel (it being agreed that the Company Board shall convene a
meeting to consider any such offer by Parent promptly following receipt of such offer and that the Company Board
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(c) For purposes of this Agreement:

(i) The term �Adverse Recommendation Notice� means a written notice from the Company advising Parent that the
Company Board has received a Superior Proposal which it intends to accept or recommend or advising Parent that it
intends to make a Change in Company Recommendation, specifying the material terms and conditions of such
Superior Proposal and the other information required by Section 7.2(a); provided, however, any material amendment
to the financial terms or other material terms of such Superior Proposal shall require a new Adverse Recommendation
Notice and a new three (3) Business Day period.

(ii) The term �Competing Transaction� means any transaction, other than the transactions contemplated by this
Agreement, to acquire beneficial ownership (as defined under Rule 13(d) of the Exchange Act) of (A) assets that
constitute fifteen percent (15%) or more of the consolidated revenues, net income or assets of the Company and its
Subsidiaries or (B) fifteen percent (15%) or more (in number or voting power) of any class of equity securities or
other capital stock of the Company or any of its Subsidiaries, in any such case pursuant to any transaction or series of
transactions, including (I) a merger, consolidation, share exchange, or other business combination (including any
so-called merger-of-equals and whether or not the Company is the entity surviving any such transaction) involving the
Company or any of its Subsidiaries, (II) a sale, issuance, exchange, transfer or other disposition of shares of capital
stock of the Company or any of its Subsidiaries, (III) a sale, lease, license, exchange, transfer or other disposition of
assets of the Company or any of its Subsidiaries or (IV) a tender offer, exchange offer or similar transaction with
respect to either the Company or any of its Subsidiaries, including any single or multi-step transaction or series of
related transactions, which is structured to permit such Third Party or another Third Party to acquire beneficial
ownership of assets that constitute fifteen percent (15%) or more of the consolidated revenues, net income or assets of
the Company and its Subsidiaries, or fifteen percent (15%) or more of the equity interest in either the Company or any
of its Subsidiaries.

(iii) The term �Superior Proposal� means an unsolicited written proposal or offer (whether a Takeover Proposal or
otherwise) by a Third Party to acquire (whether by way of merger, acquisition or otherwise), directly or indirectly,
greater than fifty percent (50%) of the shares of Company Common Stock then outstanding (or the effect of which
would be that the stockholders of the Company beneficially own less than fifty percent (50%) of the voting power of
the combined or ongoing entity), or to acquire all or substantially all of the assets of the Company, and (A) otherwise
on terms which the Company Board determines in good faith (after consultation with its financial advisors), and
taking into account all relevant terms and conditions of the proposal or offer that it deems relevant (including all legal,
financial, regulatory and other aspects, including any financing condition and time to consummation), to be more
favorable to the Company�s stockholders from a financial point of view than the Merger, and (B) which, in the good
faith reasonable judgment of the Company Board, is reasonably likely to be consummated.

(iv) The term �Takeover Proposal� means any inquiry, proposal, offer or indication of interest (including any inquiry,
proposal, offer or indication of interest to its stockholders), whether in writing or otherwise, from a Third Party that
constitutes, or could reasonably be expected to lead to, a Competing Transaction.

(v) The term �Third Party� means any Person or group other than Parent, Merger Sub or any Affiliate of Parent.

7.3  Proxy Statement.  As promptly as practicable after the execution of this Agreement, the Company, in cooperation
with Parent, shall prepare and file with the SEC the Proxy Statement. Prior to filing the Proxy Statement or any other
filing with the SEC or any other Governmental Entity, the Company shall provide Parent with reasonable opportunity
to review and comment on each such filing in advance of its filing with the SEC or other applicable Governmental
Entity and the Company shall consider and act in good faith with respect to the incorporation of any changes in such
filings reasonably proposed by Parent. The Company shall respond to any comments of the SEC or its staff and shall
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SEC or its staff or any other government officials for amendments or supplements to the Proxy Statement and shall
supply Parent with copies of all correspondence between the Company or any of its representatives, on the one hand,
and the SEC, its staff or any other government officials, on the other hand, with respect to the Proxy Statement. The
Company shall use its commercially reasonable efforts to cause all documents that it is responsible for filing with the
SEC or other regulatory authorities under this Section 7.3 to comply in all material respects with all applicable
requirements of Law and the rules and regulations promulgated thereunder. If at any time prior to the Effective Time,
any event occurs, or any information relating to the Company, Parent, Merger Sub or any of their respective Affiliates,
officers or directors should be discovered by the Company, Parent or Merger Sub, which is required to be set forth in
an amendment or supplement to the Proxy Statement or any other filing with any Governmental Entity, so that the
Proxy Statement or such other filing shall not contain any untrue statement of a material fact or omit to state any
material fact required to be stated in the Proxy Statement or necessary in order to make the statements in the Proxy
Statement, in light of the circumstances under which they are made, not misleading, the party that discovers such
information shall promptly notify the other parties, and cooperate in filing with the SEC or its staff or any other
government officials, and/or mailing to stockholders of the Company, such amendment or supplement.

7.4  Company Meeting.  The Company, acting through the Company Board, shall take all actions in accordance with
applicable Law, its certificate of incorporation and by-laws and SEC rules to promptly and duly call, give notice of,
convene and hold as promptly as practicable a meeting of the holders of shares of Company Common Stock (the
�Company Meeting�) for the purpose of considering and voting upon the approval of this Agreement and the Merger by
the holders of a majority of the outstanding shares of Company Common Stock entitled to vote on such matters.
Unless this Agreement is terminated in accordance with Article IX, the obligation of the Company to convene and
hold the Company Meeting shall not be limited or otherwise affected by a Change in Company Recommendation or
by the commencement, public proposal, public disclosure or communication to the Company of any Takeover
Proposal. Except as otherwise provided in Section 7.2, (i) the Company Board shall recommend to the stockholders of
the Company the adoption of this Agreement and approval of the Merger and include such recommendation in the
Proxy Statement and (ii) the Company Board shall not withhold, withdraw, qualify or modify, or publicly propose or
resolve to withhold, withdraw, qualify or modify, in a manner adverse to Parent, the recommendation of the Company
Board that the Company�s stockholders vote in favor of the adoption of this Agreement and approval of the Merger.
Unless such recommendation shall have been withdrawn or modified in accordance with Section 7.2 (but without
affecting in any manner the Company�s obligations pursuant to Section 7.3), the Company shall use commercially
reasonable efforts to solicit from its stockholders proxies in favor of the approval of this Agreement and the Merger
and shall use commercially reasonable efforts to take all other action necessary or advisable to secure the vote or
consent of the stockholders of the Company required by Delaware Law. Notwithstanding anything to the contrary
contained in this Agreement, the Company, after consultation with Parent, may adjourn the Company Meeting, but
only to the extent necessary to ensure that any required supplement or amendment to the Proxy Statement is provided
to the Company�s stockholders or, if as of the time for which the Company Meeting is originally scheduled (as set forth
in the Proxy Statement) there are insufficient shares of Company Common Stock represented (either in person or by
proxy) to constitute a quorum necessary to conduct the business of the Company Meeting.

7.5  Filings; Other Actions; Notification.  

(a) Subject to the terms of this Agreement, including Section 7.2 and Section 7.5(b), the Company and Parent shall
each use commercially reasonable efforts to (i) take or omit to take, or cause to be taken or omitted, all actions, and
do, or cause to be done, and to assist and cooperate with the other parties in doing, all things necessary, proper or
advisable to consummate and make effective the transactions contemplated hereby as promptly as practicable, (ii) as
promptly as practicable, obtain from any Governmental Entity or any other Third Party any consents, licenses,
permits, waivers, approvals, authorizations, or orders required to be obtained or made by the Company or Parent or
any of their respective Subsidiaries, or otherwise reasonably requested by Parent, in connection with the authorization,
execution and delivery of this Agreement and the consummation of the transactions contemplated hereby, (iii) as
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other applicable federal or state securities Laws, (B) any Antitrust Law (as defined below) and any related
governmental request thereunder, and (C) any other applicable
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Law, and (iv) execute or deliver any additional instruments necessary to consummate the transactions contemplated
by, and to fully carry out the purposes of, this Agreement. The Company and Parent shall consult and cooperate with
each other, and consider in good faith the views of one another, in connection with the obtaining of all such consents,
licenses, permits, waivers, approvals, authorizations or orders, including (i) keeping the other apprised of the status of
matters relating to the completion of the transactions contemplated hereby, (ii) providing copies of written notices or
other communications received by such party or any of its respective Subsidiaries with respect to the transactions
contemplated hereby, (iii) subject to applicable Laws relating to the sharing of information and with the right to
withhold confidential information, providing copies of any proposed filings to be made with, or written materials
submitted to, any Third Party and/or any Governmental Entity in connection with the transactions contemplated
hereby (including any analyses, appearances, presentations, memoranda, briefs, arguments, opinions and proposals
made or submitted by or on behalf of any party hereto) and (iv) if requested, accepting reasonable additions, deletions
or changes suggested in connection therewith. The Company and Parent shall each use its commercially reasonable
efforts to furnish to each other all information required for any application or other filing to be made pursuant to the
rules and regulations of any applicable Law (including all information required to be included in the Proxy Statement)
in connection with the transactions contemplated by this Agreement. In connection with the foregoing, each party
shall (i) promptly notify the other party in writing of any communication received by that party or its Affiliates from
any Governmental Entity, and subject to applicable Laws, provide the other party with a copy of any such written
communication (or an oral or written summary of any oral communication), and (ii) not participate in any substantive
meeting or discussion with any Governmental Entity in respect of any filing, investigation or inquiry concerning the
transactions contemplated by this Agreement unless, where practicable, it consults with the other party in advance,
and to the extent permitted by such Governmental Entity and where practicable, gives the other party the opportunity
to attend and participate thereat. For the avoidance of doubt, Parent and the Company agree that nothing contained in
this Section 7.5(a) modifies or affects their respective rights and responsibilities under Section 7.5(b).

(b) Subject to the terms of this Agreement, each of Parent and the Company shall, and shall cause each of their
respective Subsidiaries to, cooperate and use commercially reasonable efforts to obtain any government clearances or
approvals required for Closing under the HSR Act, the Sherman Act, as amended, the Clayton Act, as amended, the
Federal Trade Commission Act, as amended, and any other federal, state or foreign Law, regulation or decree
designed to prohibit, restrict or regulate actions for the purpose or effect of monopolization or restraint of trade, as the
case may be (collectively �Antitrust Laws�), to respond to requests of any Governmental Entity for information under
any Antitrust Law, and to contest and resist any action, including any legislative, administrative or judicial action, and
to have vacated, lifted, reversed or overturned any decree, judgment, injunction or other order (whether temporary,
preliminary or permanent) that restricts, prevents or prohibits the consummation of the Merger or any other
transactions contemplated by this Agreement under any Antitrust Law. Notwithstanding the foregoing or anything to
the contrary in this Agreement, neither Parent nor any of its Affiliates are required to (i) proffer to, or agree to, sell,
license, lease, transfer or otherwise encumber (or consent to any sale, license, lease, transfer or other encumbrance or
agreement to sell, license, lease, transfer or otherwise encumber by the Company), before or after the Effective Time,
any assets, businesses or interest in any assets or businesses of Parent, the Company or any of their respective
Affiliates, (ii) proffer to, or agree to, hold separate, before or after the Effective Time, any assets, businesses or
interest in any assets or businesses of Parent, the Company or any of their respective Affiliates, (iii) agree to any other
changes (including through a licensing arrangement) or restriction on, or other impairment of, Parent�s ability to own
or operate the operations of any such assets or businesses or Parent�s ability to vote, transfer, receive dividends with
respect to or otherwise exercise ownership rights with respect to the stock of the Surviving Corporation, or (iv) take
any other action under this Section 7.5 if any applicable Governmental Entity seeks a preliminary injunction or
restraining order to enjoin consummation of the Merger. The Company and Parent shall each request early termination
of the waiting period with respect to the Merger under the HSR Act.

(c) During the period commencing on the date of this Agreement and ending at the Effective Time or such earlier date
as this Agreement may be terminated in accordance with its terms, Parent shall give prompt notice to the Company,
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occurrence or failure to occur is reasonably likely to cause the conditions in Section 8.2(a) or Section 8.3(a), as the
case may be, not to be satisfied, (ii) any material failure of Parent and Merger Sub or the Company, as the case may
be, or of any officer, director, employee or agent, to comply with or satisfy any covenant,
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condition or agreement to be complied with or satisfied by it under this Agreement, (iii) any actions, suits, claims,
investigations or proceedings commenced or threatened in writing against, relating to or involving or otherwise
affecting such party or any of its Subsidiaries that relate to the consummation of the Merger, or (iv) any offers
received by the Company and its Subsidiaries to settle or compromise any litigation, claim, grievance, charge or
proceeding involving Intellectual Property or any other material litigation, claim, grievance, charge or proceeding.
Notwithstanding the above, the delivery of any notice pursuant to this Section 7.5 does not limit or otherwise affect
the remedies available hereunder to the party receiving such notice or the conditions to such party�s obligation to
consummate the Merger.

7.6  Access.  Subject to applicable Law relating to the sharing of information, upon reasonable notice, and except as
may otherwise be required by applicable Law, the Company shall (and shall cause its Subsidiaries to) afford Parent
and its representatives reasonable access, during normal business hours throughout the period prior to the Effective
Time, to its properties, books, contracts and records and, during such period, shall (and shall cause its Subsidiaries to)
furnish promptly to Parent all information concerning its business, properties and personnel as may reasonably be
requested, including information relating to Contracts with Governmental Entities, insurance, pending litigation or
claims, employee and employment matters, and information regarding Company membership in standards
organizations; provided, however, that no investigation pursuant to this Section 7.6 affects or modifies any
representation or warranty made by the Company; and provided, further, that the foregoing do not require the
Company (a) to permit any inspection, or to disclose any information, that in the reasonable judgment of the Company
would result in the disclosure of any trade secrets of any Person or violate any of its obligations with respect to
confidentiality if the Company shall have used its commercially reasonable efforts to obtain the consent of such
Person to such inspection or disclosure or (b) to disclose any privileged information of the Company or any of its
Subsidiaries. All requests for information made pursuant to this Section 7.6 must be directed to an executive officer of
the Company or such Person as may be designated by such executive officer. All information that is made available
pursuant to this Section 7.6 is governed by the terms of the Confidentiality Agreement.

7.7  Notice of Certain Matters.  Without limiting the Company�s obligations under Section 7.5(c), each party shall
notify the other in writing promptly after learning of any of the following: (i) any notice or other communication from
any Third Party alleging that the consent of such Third Party is or may be required in connection with the Merger;
(ii) any notice or other communication from any Governmental Entity in connection with the Merger; (iii) any action,
suit, arbitration, mediation, proceeding, claim or investigation by or before any Governmental Entity or arbitrator
initiated by or against it or any of its Subsidiaries, or known by it or any of its Subsidiaries to be threatened against it
or any of its Subsidiaries or any of their respective directors, officers, employees or stockholders in their capacity as
such, or of any oral or written correspondence from any Third Party asserting or implying a claim against it or with
respect to any of its assets or properties (including Intellectual Property) that is, or is reasonably likely to be, material
to it and its Subsidiaries, taken as a whole; (iv) any change, occurrence or event which is reasonably likely to cause
any of the conditions to closing set forth in Article VIII not to be satisfied; (v) any claim, or any written inquiry by
any Taxing authority, regarding a material deficiency to pay Taxes payable by the Company; or (vi) any event that
occurs after the date of this Agreement that, had it occurred prior to the date of this Agreement, would have
constituted an exception to the representation set forth in Section 5.6(e). Each party shall use commercially reasonable
efforts to give to the other party prompt notice of any representation or warranty made by such party contained in this
Agreement known to have become untrue or inaccurate in any material respect, or any known failure by such party to
comply with or satisfy in any material respect any covenant, condition or agreement to be complied with or satisfied
by it under this Agreement; provided, however, that no such notification shall affect the representations, warranties,
covenants or agreements of the parties herein or affect the satisfaction or non-satisfaction of any conditions to the
obligations of the parties under this Agreement or otherwise limit or affect the remedies available hereunder to Parent
or the Company.
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7.8  Removal of Company Common Stock From Pink Sheets.  If immediately prior to the Effective Time, the
Company Common Stock is quoted on the Pink Sheets, the Company shall give timely notice of removal of the
Company Common Stock from quotation on the Pink Sheets to the Market Integrity Department of The Nasdaq Stock
Market, and shall use its commercially reasonable efforts to cause the shares of Company Common Stock to cease to
be quoted on the Pink Sheets effective as of the Effective Time and, if applicable, to report timely such event on
Form 8-K.
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7.9  Publicity.  The initial press release regarding the Merger will be a joint press release and thereafter the Company
and Parent each shall consult with each other before issuing, and provide each other the opportunity to review,
comment upon and concur with and use reasonable efforts to agree on, any press releases or other public
announcements with respect to the Merger and the other transactions contemplated by this Agreement and prior to
making any filings with any Third Party and/or any Governmental Entity with respect thereto, except as may be
required by Law. Notwithstanding anything to the contrary contained in this Section 7.9, either party may respond to
questions from stockholders or inquiries from financial analysts and media representatives in a manner that is
consistent with then-existing public disclosures.

7.10  Company and Parent Benefit Plans.  Prior to the Effective Time, if requested by Parent in writing, the Company
shall take, in accordance with the requirements of applicable Law, all actions necessary to terminate any or all
Company Benefit Plans (other than employment agreements, consulting agreements and the Company Benefit Plans
set forth in Section 7.10 of the Company Disclosure Schedule) effective immediately prior to the Effective Time. Prior
to the Effective Time, if requested by Parent in writing, to the extent permitted by applicable Law and the terms of the
applicable plan or arrangement, the Company shall cause to be amended the Company Benefit Plans to the extent
necessary to provide that no employees of Parent and its Subsidiaries shall commence to participate therein following
the Effective Time unless the Surviving Corporation or such Subsidiary explicitly authorizes such participation.

7.11  Loans to Company Employees, Officers and Directors.  Prior to the Effective Time, the Company and its
Subsidiaries shall take all action necessary so that all loans (other than loans under the Company�s 401(k) plan, travel
advances, payroll advances and other advances made in the ordinary course of business, which in each case do not
exceed $1,000) by the Company or any of its Subsidiaries to any of their employees, officers or directors will no
longer be outstanding as of the Effective Time.

7.12  Indemnification; Directors� and Officers� Insurance.  

(a) From the Effective Time through the sixth (6th) anniversary of the date on which the Effective Time occurs, Parent
shall cause the Surviving Corporation (and any successor entity to the Surviving Corporation) to indemnify and hold
harmless each person who is now, who has been prior to the date hereof, or who becomes prior to the Effective Time,
a director or officer of the Company or any of its Subsidiaries (the �Indemnified Parties�), against all claims, losses,
liabilities, damages, judgments, fines and reasonable fees, costs and expenses, including attorneys� fees and
disbursements (collectively, �Costs�), arising out of or incurred in connection with any claim, action, suit, proceeding,
demand or investigation, whether civil, criminal, administrative or investigative, arising out of or pertaining to the fact
that the Indemnified Party is or was an officer or director of the Company or any of its Subsidiaries, whether asserted
or claimed prior to, at or after the Effective Time, to the fullest extent permitted under Delaware Law for officers and
directors of Delaware corporations. Each Indemnified Party will be entitled to advancement of expenses incurred in
the defense of any such claim, action, suit, proceeding or investigation from the Surviving Corporation (or successor
entity) within ten (10) Business Days of receipt by Parent or the Surviving Corporation from the Indemnified Party of
a request therefor; provided, however, that any Third Party to whom expenses are advanced provides an undertaking
to repay such advances if it is ultimately determined that such Third Party is not entitled to indemnification.

(b) Subject to the next sentence, the Surviving Corporation (or successor entity) shall purchase, and Parent shall cause
the Surviving Corporation (or successor entity) to purchase, at no expense to the Indemnified Parties, from the
Effective Time, a six (6) year tail under the current policies of the directors� and officers� liability insurance maintained
by the Company with respect to matters existing or occurring at or prior to the Effective Time (including the
transactions contemplated by this Agreement), so long as the premium therefor would not be in excess of the
percentage, as set forth in Section 7.12(b) of the Company Disclosure Schedule, of the annual premium paid by the
Company in its most recent fiscal year, which premium is set forth in Section 7.12(b) of the Company Disclosure
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Schedule (such percentage of the annual premium, the �Maximum Premium�). If the premium for such tail coverage
exceeds the Maximum Premium, the Surviving Corporation shall obtain, and Parent shall cause the Surviving
Corporation to obtain, the longest tail coverage as can be obtained for a premium not in excess of the Maximum
Premium.
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(c) If Parent fails to comply with its obligations under this Section 7.12, and, in order to enforce an Indemnified Party�s
rights under this Section 7.12, an Indemnified Party commences a suit that results in a judgment against Parent that
Parent breached its obligations under this Section 7.12, Parent shall pay to the Indemnified Party its reasonable costs
and expenses (including reasonable attorneys� fees and expenses) incurred in connection with such suit after delivery to
Parent of reasonable documentation evidencing such costs and expenses.

(d) The provisions of this Section 7.12 are intended to be in addition to the rights otherwise available to the current
officers and directors of the Company by law, charter, statute, by-law or agreement, and operate for the benefit of, and
are enforceable by, each of the Indemnified Parties, their heirs and their representatives in accordance with
Section 10.8.

7.13  Takeover Statute.  If any Takeover Statute is or may become applicable to the Merger or the other transactions
contemplated by this Agreement, the Company and the Company Board shall grant such approvals and take such
actions as are necessary so that such transactions may be consummated as promptly as practicable on the terms
contemplated by this Agreement or by the Merger and otherwise act to eliminate the effects of such statute or
regulation on such transactions.

7.14  Section 16 Matters.  Prior to the Effective Time, the Company shall take all such steps as may be required (to the
extent permitted under applicable Law) to cause any dispositions of Company Common Stock (including derivative
securities with respect to Company Common Stock) resulting from the transactions contemplated by Article I by each
individual who is subject to the reporting requirements of Section 16(a) of the Exchange Act with respect to the
Company to be exempt under Rule 16b-3 promulgated under the Exchange Act.

7.15  Litigation Insurance Policy.  The Company agrees to cooperate as reasonably requested by Parent with respect to
Parent�s assessment as to whether it is desirable to obtain additional insurance coverage relating to certain litigation
matters set forth in Section 5.8 of the Company Disclosure Schedule (the �Litigation Insurance Policy�), including
providing all reasonably requested information to agents and representatives of Parent. The Company acknowledges
and agrees that such cooperation will also include, if requested by Parent not less than ten (10) Business Days prior to
Closing, the Company using its reasonable best efforts to apply for, and purchase immediately prior to or concurrent
with Closing, the Litigation Insurance Policy, such that the purchase will be reflected on the financial statements of
the Company prior to Closing. The Company and its Subsidiaries shall be the named insureds on the Litigation
Insurance Policy and Parent, Merger Sub and their respective Affiliates shall be named as additional insureds
thereunder. Parent agrees to reimburse the Company for the premium paid with respect to any purchase by the
Company of the Litigation Insurance Policy authorized by Parent pursuant to this Section 7.15 in the event that the
Agreement is subsequently terminated by Parent pursuant to Section 9.2 or Section 9.4; provided, however, the
Company agrees to terminate the Litigation Insurance Policy at the request of Parent and return to Parent any
premium reimbursement from the insurer.

7.16  Tax Returns.

(a) As soon as practicable after the date hereof, the Company will provide to Parent the Company�s apportionment
schedule for 2005 and similar available apportionment information for such other years as Parent may reasonably
request (the �Apportionment Information�). Any Apportionment Information for the years ending December 31, 2002
and thereafter will be certified by the Chief Financial Officer of the Company to the effect that, to the best of his
knowledge, the Apportionment Information is true, correct and complete. Any Apportionment Information for any
other year, to the extent available, will be certified by the Chief Financial Officer of the Company to the effect that, to
the best of his knowledge, it is true, correct, and, to the extent available, complete. The Apportionment Information
for each relevant year will (i) for years ending December 31, 2002 and thereafter indicate all U.S. jurisdictions into
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which the Company and its Subsidiaries have sales or in which they own property or employ individuals, (ii) for other
years, to the extent available, indicate all U.S. jurisdictions into which the Company and its Subsidiaries have sales or
in which they own property or employ individuals, (iii) for any year, to the extent available, indicate any
non-U.S. jurisdiction in which the Company and its Subsidiaries have sales or in which they own property or employ
individuals, and (iv) indicate any jurisdiction in which the Company or any Subsidiary have filed income Tax Returns.
The Company will cooperate with Parent as necessary, including by providing access to appropriate personnel to
discuss the Apportionment Information and any additional information reasonably requested by Parent, in order to
assist Parent�s review of the Apportionment Information. The Company
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will also supplement the provision of any Apportionment Information provided to Parent to the extent that, without
such supplement, the Chief Financial Officer could not provide the required certificate under Section 7.16(b).  Any
provision of supplemental Apportionment Information by the Company to Parent will be via email to the individuals
designated for such purpose in Section 10.6.  Within twenty (20) days of receipt of the Chief Financial Officer�s
certificate with respect to the initial Apportionment Information, and five (5) days of the receipt of any supplemental
Apportionment Information, Parent will notify the Company in writing of any income Tax Return that it reasonably
believes is delinquent but not disclosed on Section 5.12 of the Company Disclosure Schedule (each such written
notice is referred to as a �Section 7.16(a) Notice�) and, if reasonably requested by the Company, Parent will provide in
reasonable detail the legal basis for that belief for each such Tax Return. If the Company receives a Section 7.16(a)
Notice within thirty (30) days of the Outside Date (as determined without regard to this sentence), and the failure to
file each delinquent Tax Return set forth in a Section 7.16(a) Notice received within thirty (30) days of the Outside
Date is the sole condition under this Agreement to Closing that has not been satisfied as of the Outside Date (as
determined without regard to this sentence), the Outside Date will be extended such that the Outside Date will be
thirty (30) days after the date the final Section 7.16(a) Notice is received by the Company. The parties acknowledge
and agree that the filing of each delinquent Tax Return set forth in a Section 7.16(a) Notice by the Company or one of
its Subsidiaries, as applicable, will be sufficient to satisfy the closing condition set forth in clause (B) of
Section 8.2(m)(i). For purposes of this Section 7.16, the Company and Parent agree that a Tax Return will not be
considered to be delinquent if (i) the relevant statute of limitations (after giving effect to any tolling, waiver,
extension, or mitigation thereof ) has expired; (ii) the Company or its Subsidiary has �substantial authority� within the
meaning of Code section 6662(d)(2)(B)(i) (or a similar standard which avoids the imposition of penalties under
applicable Law) not to file the Tax Return; or (iii) the parties otherwise agree that the Tax Return need not be filed.

(b) At least five (5) days prior to Closing, the Company will provide to Parent a certificate signed on behalf of the
Company by the Chief Financial Officer of the Company to the effect that, to the best of his knowledge, (1) the
Apportionment Information (as supplemented) provided pursuant to Section 7.16(a) for years ending on December 31,
2002 and thereafter remains true, correct and complete and the Apportionment Information (as supplemented)
provided pursuant to Section 7.16(a) for any other year remains true, correct, and, to the extent available, complete
and (2) the conditions set forth in Section 8.2(m) have been satisfied.

ARTICLE VIII

CONDITIONS

8.1  Conditions to Each Party�s Obligation to Effect the Merger.  The respective obligation of each party to effect the
Merger is subject to the satisfaction or waiver at or prior to the Effective Time of each of the following conditions:

(a) Stockholder Approval.  This Agreement must have been adopted and the Merger approved at the Company
Meeting, at which a quorum is present, by the affirmative vote of the holders of at least a majority of the outstanding
shares of Company Common Stock on the record date for the Company Meeting entitled to vote thereon.

(b) Antitrust Laws.  The waiting period applicable to the consummation of the Merger under the HSR Act must have
expired or been terminated, any filings required to be made under any other applicable Antitrust Laws have been
made, and any approvals required to be obtained under any other applicable Antitrust Laws must have been obtained
or any required waiting periods must have expired or been terminated.

(c) No Injunctions.  No Governmental Entity of competent jurisdiction has enacted, issued, promulgated, enforced or
entered any order, executive order, stay, decree, judgment or injunction (preliminary or permanent) or statute, rule or
regulation (each, an �Order�) which is in effect and which has the effect of making the Merger illegal or otherwise
prohibiting consummation of the Merger or the other transactions contemplated by this Agreement.
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8.2  Conditions to Obligations of Parent and Merger Sub.  The obligations of Parent and Merger Sub to effect the
Merger are also subject to the satisfaction or waiver by Parent at or prior to the Effective Time of the following
conditions:

(a) Representations and Warranties.  The representations and warranties of the Company set forth in this Agreement
must be true and correct (without giving effect to any limitation as to �materiality� or �Company Material Adverse Effect�
or any similar limitation set forth therein) as of the date of this Agreement and as of the Closing Date as though made
on and as of such date and time (except to the extent that any such representation and warranty speaks of an earlier
date, in which case such representation and warranty must be true and correct as of such earlier date), except for such
inaccuracies (other than with respect to Sections 5.2, 5.3 and 5.22 which must be true and correct in all material
respects) that, individually or in the aggregate, have not had, and could not reasonably be expected to have, a
Company Material Adverse Effect (it being understood that, for purposes of determining the accuracy of such
representations and warranties, any update of or modification to the Company Disclosure Schedule purported to have
been made after the execution of this Agreement will be disregarded). Parent must have received at the Closing a
certificate signed on behalf of the Company by the Chief Executive Officer and the Chief Financial Officer of the
Company to the effect that each such executive officer has read this Section 8.2(a) and the conditions set forth in this
Section 8.2(a) have been satisfied.

(b) Performance of Obligations of the Company.  The Company must have performed in all material respects all
obligations required to be performed by it under this Agreement at or prior to the Closing Date, and Parent must have
received a certificate signed on behalf of the Company by the Chief Executive Officer and the Chief Financial Officer
of the Company to such effect.

(c) No Restraints.  No action, investigation, proceeding or litigation may be instituted, commenced, pending or
threatened:

(i) in which a Governmental Entity is (A) challenging or seeking to restrain or prohibit the consummation of the
Merger or any of the other transactions contemplated by this Agreement or (B) seeking to (x) prohibit or impair
Parent�s ability to own or operate any of the businesses and assets of the Company or its Subsidiaries from and after
the Effective Time or any of the businesses or assets of Parent or its Subsidiaries (including through any divestiture,
licensing, lease or hold separate arrangement) or (y) prohibit or limit in any material respect Parent�s ability to vote,
transfer, receive dividends with respect to or otherwise exercise ownership rights with respect to the stock of the
Surviving Corporation (any such restraint, prohibition, impairment, limitation or result described in clause (A) and
(B) above, a �Burdensome Condition�); or

(ii) which may reasonably be expected to result in the imposition of (A) criminal sanctions on the Company or any of
its Subsidiaries or (B) material penalties or fines to a Governmental Entity, or restitution to a Third Party, in each case,
resulting from the (x) conviction (including as a result of the entry of a guilty plea, a consent judgment or a plea of
nolo contendere) of the Company or any of its Subsidiaries of a crime or (y) settlement with a Governmental Entity
for the purpose of closing an investigation, being imposed on Parent or the Surviving Corporation or any of their
respective Affiliates.

No Governmental Entity of competent jurisdiction may have enacted, issued, promulgated, enforced or entered any
Order imposing a Burdensome Condition.

(d) Governmental Approvals.  Other than the filing pursuant to Section 1.2, all other authorizations, consents, orders
or approvals of, or declarations, notices or filings with, or expirations of waiting periods imposed by, any
Governmental Entity in connection with the Merger and the consummation of the other transactions contemplated
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hereby by the Company, Parent and Merger Sub must have been made or obtained (as the case may be) except those
that the failure to make or obtain could not reasonably be expected to have a Company Material Adverse Effect or a
material adverse effect on Parent or to provide a reasonable basis to conclude that the parties hereto or any of their
Affiliates would be subject to risk of criminal sanctions or any of their representatives would be subject to the risk of
criminal or material civil sanctions.

(e) Required Consents.
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(i) The consents, approvals or waivers indicated on Section 8.2(e)(i) of the Company Disclosure Schedule must have
been obtained or made, as applicable.

(ii) Those contracts on Section 8.2(e)(ii) of the Company Disclosure Schedule must remain in full force and effect as
of the Effective Time.

(f) No Company Material Adverse Effect.  Since the date of this Agreement, there must not have occurred any change,
event, circumstance or development that has had, or could reasonably be expected to have, a Company Material
Adverse Effect.

(g) Sarbanes-Oxley Certifications.  Neither the principal executive officer nor the principal financial officer of the
Company will have failed to provide the necessary certifications in the form required under Section 302 and
Section 906 of the Sarbanes-Oxley Act on any Company SEC Reports.

(h) Company SEC Reports; Restatements.  The Company will have filed all Company SEC Reports required to be
filed by it with the SEC on or prior to the Closing Date. To the extent that the Company has publicly announced or
otherwise disclosed to Parent that information contained in any Company SEC Report filed with the SEC prior to the
date of this Agreement will be amended or superseded by a later filed Company SEC Report (a �Restatement�), the
Company will have completed and filed such Restatement with respect to any and all such Company SEC Reports on
or prior to the Closing Date. Any Restatement of a Company SEC Report filed with the SEC after the date of this
Agreement will not have contained any information materially and adversely different from information contained in
the Company SEC Report amended or superseded by such Restatement.

(i) Intellectual Property Litigation.  Since the date of this Agreement, no Person may have instituted or threatened any
Action that challenges the validity and ownership of the Owned Intellectual Property, other than such Actions the
outcome of which is not reasonably expected to result in a Company Material Adverse Effect.

(j) SEC Investigation.  The Staff of the SEC shall not have recommended that any charges or enforcement action be
brought against the Company, its Subsidiaries or any of its current officers or directors in connection with the SEC
Investigation, and the SEC shall not have authorized any such recommendation or issued a �Wells Notice� to the
Company or any of its current officers or directors in connection with the SEC Investigation. There shall not be
pending any action, suit, proceeding, hearing, arbitration, or investigation, in each case by any Governmental Entity
(distinct from the SEC Investigation), of or against any director, officer or Key Employee of the Company or any of
its Subsidiaries relating to the matters in the SEC Investigation. The term �SEC Investigation� means the matters
relating to or arising under the formal investigation commenced by the SEC in December 2005 in connection with the
Company�s accounting review of certain customer transactions, which investigation was publicly disclosed by the
Company in its Current Report on Form 8-K filed on March 2, 2006.

(k) Company Net Cash.  The Company Net Cash must equal or exceed the Target Net Cash Amount as of the Closing
Date, giving effect to any payments (other than payments of Expenses) required to be made by the Company or its
Subsidiaries on or prior to the Effective Time in accordance with past payment practice. The term �Target Net Cash
Amount� means $15 million, if the Closing Date occurs on or prior to July 31, 2007, and $13 million, if the Closing
Date occurs after July 31, 2007, reduced in each case by the aggregate amount of all reasonable Expenses (whether
incurred before or after the date hereof) paid after the date hereof.

(l) Key Employees.
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(i) Each of the employees of the Company or one of its Subsidiaries set forth on Section 8.2(l) of the Company
Disclosure Schedule as �Group 1 Employees� as of the date hereof have entered into a retention agreement with Parent,
and seventy five percent (75%) of such Group 1 Employees (in accordance with the parameters set forth on
Section 8.2(l)(i) of the Company Disclosure Schedule) will still be on-the-job and performing their usual and
customary duties for the Company or one of its Subsidiaries immediately before the Effective Time.

(ii) At least eighty percent (80%) of the employees of the Company or one of its Subsidiaries set forth on
Section 8.2(l) of the Company Disclosure Schedule as �Group 2 Employees� will still be on-the-job and performing
their usual and customary duties for the Company or one of its Subsidiaries immediately before the Effective Time.
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(m) Tax Returns.

(i) The Company has filed each U.S. federal income Tax Return for the affiliated group of corporations for which the
Company is the common parent for the years ending on or before the date of this Agreement that is delinquent as of
the date of this Agreement and provided Parent with a copy of such Tax Returns. Either the Company or one of its
Subsidiaries, as applicable, has filed (A) each other income Tax Return which has been disclosed on Section 5.12 of
the Company Disclosure Schedule as being delinquent, and (B) each other income Tax Return, if any, that Parent and
the Company agree is delinquent after the date of this Agreement pursuant to Section 7.16, and the Company has
provided Parent with a copy of such Tax Returns. Parent will have received the certificate specified in Section 7.16(b).

(ii) For purposes of clauses (A) and (B) of the second sentence of Section 8.2(m)(i), the Profit Tax Returns for
Terayon Hong Kong Limited will not be considered to be delinquent as of the date of this Agreement.

8.3  Conditions to Obligation of the Company.  The obligation of the Company to effect the Merger is also subject to
the satisfaction or waiver by the Company at or prior to the Effective Time of the following conditions:

(a) Representations and Warranties.  The representations and warranties of Parent set forth in this Agreement must be
true and correct (without giving effect to any limitation as to �materiality� or �Parent Material Adverse Effect� or any
similar limitation set forth therein) as of the date of this Agreement and as of the Closing Date as though made on and
as of such date and time (except to the extent that any such representation and warranty speaks of an earlier date, in
which case such representation and warranty must be true and correct as of such earlier date), except for such
inaccuracies that, individually or in the aggregate, have not had, and could not reasonably be expected to have, a
Parent Material Adverse Effect. The Company must have received at the Closing a certificate signed on behalf of
Parent by an executive officer of Parent to the effect that such executive officer has read this Section 8.3(a) and the
conditions set forth in this Section 8.3(a) have been satisfied.

(b) Performance of Obligations of Parent and Merger Sub.  Each of Parent and Merger Sub must have performed in all
material respects all obligations required to be performed by it under this Agreement at or prior to the Closing Date,
and the Company must have received a certificate signed on behalf of Parent and Merger Sub by an executive officer
of Parent to such effect.

ARTICLE IX

TERMINATION

9.1  Termination by Mutual Consent.  This Agreement may be terminated and the Merger may be abandoned at any
time prior to the Effective Time, whether before or after the approval by stockholders of the Company referred to in
Section 8.1(a), by mutual written consent of the Company by action of the Company Board and Parent.

9.2  Termination by Either Parent or the Company.  This Agreement may be terminated and the Merger may be
abandoned at any time prior to the Effective Time, whether before or after the approval by stockholders of the
Company referred to in Section 8.1(a), by Parent or the Company by action of the Company Board and by written
notice if:

(a) the Merger is not consummated by September 21, 2007 (as such date may be extended by mutual written consent
of Parent and the Company) (the �Outside Date�);
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(b) the approval of the Company�s stockholders required by Section 8.1(a) is not obtained at the Company Meeting
(after giving effect to any adjournment or postponement thereof if a vote on the approval of this Agreement and the
Merger is taken at such Company Meeting or adjournment or postponement thereof); or

(c) any Order permanently restraining, enjoining or otherwise prohibiting consummation of the Merger becomes final
and non-appealable, whether before or after the Company Meeting (provided such party used commercially
reasonable efforts to have such Order lifted);
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provided, however, that the right to terminate this Agreement pursuant to clause (a) or (b) above will not be available
to any party that has breached or failed to perform in any material respect its obligations under this Agreement in any
manner that has been the principal cause of or primarily resulted in the failure of the Merger to be consummated;
provided, further, that, prior to or upon any termination by the Company pursuant to clause (b) above, the Company
must have paid to Parent any Termination Fee then due and payable under Section 9.5 under the terms specified in
Section 9.5.

9.3  Termination by the Company.  This Agreement may be terminated and the Merger may be abandoned at any time
prior to the Effective Time, whether before or after the approval by stockholders of the Company referred to in
Section 8.1(a), by the Company by action of the Company Board:

(a) if prior to, but not after, the time the vote is taken with respect to the adoption of this Agreement at the Company
Meeting, (i) the Company Board, pursuant to and in compliance with Section 7.2, has approved or recommended to
the stockholders of the Company any Superior Proposal and (ii) prior to or upon termination pursuant to this
Section 9.3(a), the Company has paid to Parent the Termination Fee then due and payable under Section 9.5;
provided, however, that (A) prior to such termination pursuant to this Section 9.3(a), the Company notified Parent in
writing promptly of its intention to terminate this Agreement and to enter into a binding Alternative Acquisition
Agreement concerning a Superior Proposal promptly following the Waiting Period (as defined below), attaching the
most current version of such agreement (or, to the extent no such agreement is contemplated to be entered into by the
Company in connection with such Superior Proposal, a description of all material terms and conditions of such
Superior Proposal), and (B) Parent did not make, within three (3) Business Days after its receipt of such written
notification (the �Waiting Period�), an offer that the Company Board determined, in good faith after consultation with
its financial advisor, is at least as favorable to the stockholders of the Company from a financial point of view as such
Superior Proposal (it being understood that (1) the Company shall not enter into any such binding agreement prior to
or during the Waiting Period, (2) the Company shall keep Parent reasonably informed at all times during the Waiting
Period of the status and material terms and conditions (including any amendment thereto) of such Superior Proposal
and provide copies of all draft Alternative Acquisition Agreements relating to such Superior Proposal (and any
executed confidentiality agreement entered into in the circumstances referred to in Section 7.2(a)), and (3) the
Company shall notify Parent promptly if the Company�s intention to enter into such binding written agreement changes
at any time after giving notification of such Superior Proposal); or

(b) if there has been a breach of any representation, warranty, covenant or agreement made by Parent or Merger Sub in
this Agreement, or any such representation or warranty becomes untrue after the date of this Agreement, such that the
condition set forth in Sections 8.3(a) or 8.3(b), as the case may be, would not be satisfied and such breach is not cured
within twenty (20) days after written notice thereof is given by the Company to Parent; provided, however, that the
right to terminate this Agreement by the Company will not be available to the Company if the Company is at that time
in material breach of this Agreement.

9.4  Termination by Parent.  This Agreement may be terminated and the Merger may be abandoned at any time prior
to the Effective Time by Parent:

(a) if a Company Triggering Event (as defined below) has occurred; or

(b) if there has been a breach of any representation, warranty, covenant or agreement made by the Company in this
Agreement, or any such representation or warranty becomes untrue after the date of this Agreement, such that the
condition set forth in Sections 8.2(a) or 8.2(b), as the case may be, would not be satisfied and such breach is not cured
within twenty (20) days after written notice thereof is given by Parent to the Company; provided, however, that the
right to terminate this Agreement by Parent will not be available to Parent if Parent or Merger Sub is at that time in
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For the purposes of this Agreement, a �Company Triggering Event� will be deemed to have occurred if:

(A) the Company Board fails to recommend approval of this Agreement and the Merger in the Proxy Statement, a
Change in Company Recommendation occurs or the Company Board resolves to make a Change in Company
Recommendation;
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(B) the Company Board recommends to the stockholders of the Company a Competing Transaction or publicly
announces that it intends to do so or enters into any Alternative Acquisition Agreement accepting any Competing
Transaction;

(C) a tender offer or exchange offer for the outstanding shares of capital stock of the Company is commenced (other
than pursuant to the transactions contemplated by this Agreement), and the Company Board fails to recommend
against acceptance of such tender offer or exchange offer by its stockholders;

(D) the Company Board, upon request of Parent following receipt of a proposal or offer for a Competing Transaction,
fails to reaffirm to Parent the approval or recommendation of the Merger and this Agreement within five (5) Business
Days after such request; or

(E) the Company or any of its officers, directors, representatives, or agents knowingly and materially breaches its
obligations under Sections 7.2 or 7.5.

9.5  Effect of Termination and Abandonment.  

(a) In the event of termination of this Agreement and the abandonment of the Merger pursuant to this Article IX, this
Agreement (other than as set forth in Section 10.1) becomes void and of no effect with no liability or obligation on the
part of any party (or of any of its directors, officers, employees, agents, legal and financial advisors or other
representatives); provided, however, except as otherwise provided in this Agreement, no termination relieves any
party hereto of any liability or damages resulting from any fraud or willful or intentional breach of this Agreement. No
termination of this Agreement affects the obligations of the parties contained in the Confidentiality Agreement, all of
which obligations survive in accordance with their terms.

(b) The Company shall pay to Parent a fee equal to $5,250,000 (the �Termination Fee�), by wire transfer of immediately
available funds on the date that the Termination Fee is due as provided below, in the event this Agreement is
terminated:

(i) by Parent or the Company pursuant to Section 9.2(a) or (b), if the following occurs:

(A) after the date of this Agreement and prior to the Company Meeting, any Third Party makes a Takeover Proposal
(substituting 35% for the 15% threshold in the definition of Competing Transaction for purposes of this
Section 9.5(b)(i)) to the Company or publicly discloses or announces an intention (whether or not conditional and
whether or not withdrawn) to make a Takeover Proposal, prior to either (1) with respect to any termination pursuant to
Section 9.2(a), the date of such termination or (2) with respect to any termination pursuant to Section 9.2(b), the date
of the Company Meeting; and

(B) within twelve (12) months of such termination the Company or any of its Subsidiaries enters into an Alternative
Acquisition Agreement to consummate, or consummates, or approves or recommends to the Company�s stockholders
or otherwise does not oppose, a Competing Transaction with such Third Party;

(ii) by the Company (A) pursuant to Section 9.2(b) and, prior to the date of the Company Meeting, a Company
Triggering Event shall have occurred or (B) pursuant to Section 9.3(a); or

(iii) by Parent pursuant to Section 9.4(a).

Edgar Filing: FIRST OF LONG ISLAND CORP - Form DEF 14A

Table of Contents 142



The Company shall pay to Parent the Termination Fee no later than: (x) two (2) Business Days after the first to occur
of the execution of an Alternative Acquisition Agreement (other than a confidentiality agreement), approval or
recommendation to the Company�s stockholders of a Competing Transaction, failure to oppose a Competing
Transaction or the consummation of a Competing Transaction, in the case of clause (i) above; (y) on the date of
termination of this Agreement in the case of clause (ii) above; and (z) two (2) Business Days after termination of this
Agreement in the case of clause (iii) above. Parent and Merger Sub agree that payment of the Termination Fee, if such
fee is actually paid, will be the sole and exclusive remedy of Parent and Merger Sub upon termination of this
Agreement. The Company acknowledges that the agreements contained in this Section 9.5(b) are an integral part of
the transactions contemplated by this Agreement, and that, without these agreements, Parent and Merger Sub would
not enter into this Agreement. If the Company fails to pay the Termination Fee in accordance with this Section 9.5(b)
and, in order to obtain such payment, Parent commences a suit that results in a judgment against the Company for
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the Termination Fee, the Company shall pay to Parent its reasonable costs and expenses (including reasonable
attorneys� fees and expenses) incurred in connection with such suit, together with interest on the amount of the
Termination Fee, from the date such payment was required to be made until the date of payment at the prime rate as
announced in The Wall Street Journal in effect on the date such payment was required to be made, after delivery to
the Company of reasonable documentation evidencing such costs and expenses.

ARTICLE X

MISCELLANEOUS AND GENERAL

10.1  Survival.  This Article X and the covenants and agreements of the Company, Parent and Merger Sub that by
their terms apply or are to be performed following the Effective Time, including Article IV and Section 7.12
(Indemnification; Directors� and Officers� Insurance) will survive the consummation of the Merger. This Article X,
the agreements of the Company, Parent and Merger Sub contained in Section 9.5 (Effect of Termination and
Abandonment) and the Confidentiality Agreement will survive the termination of this Agreement. All other
representations, warranties, covenants and agreements in this Agreement or in any certificate or other instrument
delivered pursuant to this Agreement will not survive the consummation of the Merger or the termination of this
Agreement.

10.2  Modification or Amendment.  Subject to the provisions of applicable Law, at any time prior to the Effective
Time, this Agreement may be amended, modified or supplemented in a writing signed on behalf of each of the parties
hereto; provided, that no amendment, modification or supplement may be made subsequent to adoption of the
Agreement by the stockholders of the Company without obtaining further approval of such stockholders if such
approval is required by applicable Law.

10.3  Waiver of Conditions.  The conditions to each of the parties� obligations to consummate the Merger are for the
sole benefit of such party and may be waived by such party in whole or in part to the extent permitted by applicable
Law.

10.4  Counterparts.  This Agreement may be executed in any number of counterparts, including counterparts
transmitted by facsimile or electronic transmission, each such counterpart being deemed to be an original instrument,
and all such counterparts together constitute the same agreement.

10.5  GOVERNING LAW AND VENUE; WAIVER OF JURY TRIAL.  

(a) THIS AGREEMENT IS DEEMED TO BE MADE IN AND IN ALL RESPECTS INTERPRETED,
CONSTRUED AND GOVERNED BY AND ENFORCED IN ACCORDANCE WITH THE LAW OF THE STATE
OF DELAWARE WITHOUT REGARD TO THE CONFLICTS OF LAW PRINCIPLES THEREOF. THE PARTIES
HEREBY IRREVOCABLY SUBMIT TO THE JURISDICTION OF THE COURTS OF THE STATE OF
DELAWARE AND THE FEDERAL COURTS OF THE UNITED STATES OF AMERICA LOCATED IN THE
STATE OF DELAWARE SOLELY IN RESPECT OF THE INTERPRETATION AND ENFORCEMENT OF THE
PROVISIONS OF THIS AGREEMENT AND OF THE DOCUMENTS REFERRED TO IN THIS AGREEMENT,
AND IN RESPECT OF THE TRANSACTIONS CONTEMPLATED HEREBY, AND HEREBY WAIVE, AND
AGREE NOT TO ASSERT, AS A DEFENSE IN ANY ACTION, SUIT OR PROCEEDING FOR THE
INTERPRETATION OR ENFORCEMENT HEREOF OR OF ANY SUCH DOCUMENT, THAT IT IS NOT
SUBJECT THERETO OR THAT SUCH ACTION, SUIT OR PROCEEDING MAY NOT BE BROUGHT OR IS
NOT MAINTAINABLE IN SAID COURTS OR THAT THE VENUE THEREOF MAY NOT BE APPROPRIATE
OR THAT THIS AGREEMENT OR ANY SUCH DOCUMENT MAY NOT BE ENFORCED IN OR BY SUCH
COURTS, AND THE PARTIES HERETO IRREVOCABLY AGREE THAT ALL CLAIMS WITH RESPECT TO
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SUCH ACTION OR PROCEEDING WILL BE HEARD AND DETERMINED IN SUCH A DELAWARE STATE
OR FEDERAL COURT. THE PARTIES HEREBY CONSENT TO AND GRANT ANY SUCH COURT
JURISDICTION OVER THE PERSON OF SUCH PARTIES AND, TO THE EXTENT PERMITTED BY LAW,
OVER THE SUBJECT MATTER OF SUCH DISPUTE AND AGREE THAT MAILING OF PROCESS OR OTHER
PAPERS IN CONNECTION WITH ANY SUCH ACTION OR PROCEEDING IN THE MANNER PROVIDED IN
SECTION 10.6 OR IN SUCH OTHER MANNER AS MAY BE PERMITTED BY LAW WILL BE VALID AND
SUFFICIENT SERVICE THEREOF.
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(b) EACH PARTY ACKNOWLEDGES AND AGREES THAT ANY CONTROVERSY WHICH MAY ARISE
UNDER THIS AGREEMENT IS LIKELY TO INVOLVE COMPLICATED AND DIFFICULT ISSUES, AND
THEREFORE EACH SUCH PARTY HEREBY IRREVOCABLY AND UNCONDITIONALLY WAIVES ANY
RIGHT SUCH PARTY MAY HAVE TO A TRIAL BY JURY IN RESPECT OF ANY LITIGATION DIRECTLY
OR INDIRECTLY ARISING OUT OF OR RELATING TO THIS AGREEMENT, OR THE TRANSACTIONS
CONTEMPLATED BY THIS AGREEMENT. EACH PARTY CERTIFIES AND ACKNOWLEDGES THAT (i) NO
REPRESENTATIVE, AGENT OR ATTORNEY OF ANY OTHER PARTY HAS REPRESENTED, EXPRESSLY
OR OTHERWISE, THAT SUCH OTHER PARTY WOULD NOT, IN THE EVENT OF LITIGATION, SEEK TO
ENFORCE THE FOREGOING WAIVER, (ii) EACH PARTY UNDERSTANDS AND HAS CONSIDERED THE
IMPLICATIONS OF THIS WAIVER, (iii) EACH PARTY MAKES THIS WAIVER VOLUNTARILY, AND
(iv) EACH PARTY HAS BEEN INDUCED TO ENTER INTO THIS AGREEMENT BY, AMONG OTHER
THINGS, THE MUTUAL WAIVERS AND CERTIFICATIONS IN THIS SECTION 10.5.

10.6  Notices.  Any notice, request, instruction or other document to be given hereunder by any party to the others will
be in writing and shall be deemed to have been duly given (i) when delivered personally or upon electronic
confirmation of receipt when transmitted by facsimile transmission (but only if followed by transmittal by national
overnight courier or hand for delivery within two (2) Business Days), (ii) on receipt after dispatch by registered or
certified mail, postage prepaid, addressed, or (iii) on the next Business Day if transmitted by a national recognized
next-day courier:

(a) if to Parent or Merger Sub, to:

Motorola, Inc.
1303 East Algonquin Road
Schaumburg, Illinois 60196
Attention: General Counsel
Facsimile: (847) 576-3750

with a copy (which will not constitute notice) to:

Winston & Strawn LLP
35 West Wacker Drive
Chicago, Illinois 60601
Attention: Oscar A. David, Esq.
Facsimile: (312) 558-5700

(b) if to the Company, to:

Terayon Communication Systems, Inc.
2450 Walsh Avenue
Santa Clara, California 95051
Attention: Chief Executive Officer
Facsimile: (408) 727-6204

with a copy (which will not constitute notice) to:

Latham & Watkins LLP
140 Scott Drive
Menlo Park, California 94025
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Attention: Alan Mendelson, Esq.
Laura Bushnell, Esq.
Facsimile: (650) 463-2600

or to such other persons or addresses as may be designated in writing by the party to receive such notice as provided
above. Notwithstanding the above, the provision of supplemental Apportionment Information by the Company to
Parent pursuant to Section 7.16(a) will be made via email to Allen Ashley of Parent (allen.ashley@motorola.com) and
Roger Lucas of Winston & Strawn LLP (rlucas@winston.com).
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10.7  Entire Agreement.  This Agreement (including any annexes, exhibits and schedules to this Agreement), the
Company Disclosure Schedule and the Mutual Non-disclosure Agreement, dated October 26, 2006, by and between
the Company and Parent, as amended (as may be further amended in writing, the �Confidentiality Agreement�),
constitute the entire agreement, and supersede all other prior agreements, understandings, representations and
warranties both written and oral, among the parties, with respect to the subject matter of this Agreement.

10.8  No Third Party Beneficiaries.  Except as provided in Section 7.12 (Indemnification; Directors� and Officers�
Insurance), this Agreement is not intended and is not to be deemed or construed to confer upon any Person other than
the parties who are signatories to this Agreement any rights or remedies hereunder. For the avoidance of doubt, Parent
and the Company hereby agree that their respective representations and warranties set forth in this Agreement are
solely for the benefit of the other party in accordance with and subject to the terms of this Agreement. The parties
further agree that the rights of third party beneficiaries under Section 7.12 do not arise unless and until the Effective
Time occurs.

10.9  Obligations of Parent and of the Company.  Whenever this Agreement requires a Subsidiary of Parent to take
any action, such requirement will be deemed to include an undertaking on the part of Parent to cause such Subsidiary
to take such action. Whenever this Agreement requires a Subsidiary of the Company to take any action, such
requirement will be deemed to include an undertaking on the part of the Company to cause such Subsidiary to take
such action and, after the Effective Time, on the part of the Surviving Corporation to cause such Subsidiary to take
such action.

10.10  Definitions.  Each of the terms set forth in the list of defined terms included in this Agreement is defined in the
Section of this Agreement set forth opposite such term.

10.11  Severability.  The provisions of this Agreement are severable and the invalidity or unenforceability of any
provision does not affect the validity or enforceability of the other provisions hereof. If any provision of this
Agreement, or the application of any such provision to any Person or any circumstance, is invalid or unenforceable,
(a) a suitable and equitable provision will be substituted therefor in order to carry out, so far as may be valid and
enforceable, the intent and purpose of such invalid or unenforceable provision and (b) the remainder of this
Agreement and the application of such provision to other Persons or circumstances will not be affected by such
invalidity or unenforceability, nor will such invalidity or unenforceability affect the validity or enforceability of such
provision, or the application of it, in any other jurisdiction.

10.12  Interpretation; Construction.

(a) The table of contents and headings in this Agreement are for convenience of reference only, do not constitute part
of this Agreement and do not limit or otherwise affect any of the provisions hereof. Where a reference in this
Agreement is made to a Section or Exhibit, such reference is to a Section of or Exhibit to this Agreement unless
otherwise indicated. Whenever the words �include,� �includes� or �including� are used in this Agreement, they are deemed
to be followed by the words �without limitation.� Whenever the word �shall� or similar word is used in this Agreement, it
means �has a duty to� and the words �shall not� or similar words mean �has a duty not to.� For purposes of this Agreement,
�knowledge� of the Company shall mean the actual knowledge, after reasonable due inquiry, of those persons set forth
on Section 10.12 of the Company Disclosure Schedule.

(b) The parties have participated jointly in negotiating and drafting this Agreement. In the event that an ambiguity or a
question of intent or interpretation arises, this Agreement will be construed as if drafted jointly by the parties, and no
presumption or burden of proof will arise favoring or disfavoring any party by virtue of the authorship of any
provision of this Agreement.
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10.13  Assignment.  This Agreement is not assignable by operation of Law or otherwise; provided, however, that
Parent may designate, by written notice to the Company, another wholly-owned direct or indirect Subsidiary to be a
Constituent Corporation in lieu of Merger Sub, in which event all references to Merger Sub will be deemed references
to such other Subsidiary, except that all representations and warranties made with respect to Merger Sub as of the date
of this Agreement will be deemed representations and warranties made with respect to such other Subsidiary as of the
date of such designation. Any purported assignment in violation of this Agreement is void.
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10.14  Expenses.  Except as set forth in Section 9.5, all fees, charges and expenses incurred in connection with this
Agreement and the transactions contemplated hereby (including the fees and expenses of its advisors, brokers, finders,
agents, accountants and legal counsel) (�Expenses�) shall be paid by the party incurring such fees and expenses, whether
or not the Merger is consummated.

(This space intentionally left blank)
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IN WITNESS WHEREOF, this Agreement has been duly executed and delivered by the duly authorized officers of
the parties hereto as of the date first written above.

MOTOROLA, INC.

By: /s/  Geoffrey S. Roman
Name: Geoffrey S. Roman
Title: Corporate VP

MOTOROLA GTG SUBSIDIARY VI CORP.

By: /s/  Donald F. McLellan
Name: Donald F. McLellan
Title: Corporate Vice President

TERAYON COMMUNICATION SYSTEMS, INC.

By: /s/  Jerry D. Chase
Name: Jerry D. Chase
Title: CEO
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EXHIBIT A

FIRST: The name of the corporation is Motorola GTG Subsidiary VI Corp.
SECOND: The purpose of the corporation is to engage in any lawful act or activity for which corporations may

be organized under the General Corporation Law of Delaware.
THIRD: The name of the corporation�s initial agent for service of process in the state of Delaware is:

The Corporation Trust Company
1209 Orange Street
Wilmington, DE 19801
County of New Castle

FOURTH: The total number of shares which the corporation shall have authority to issue is One Thousand
(1,000) with $.01 par value.
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Annex B

Goldman, Sachs & Co. 85 Broad Street New York, New York 10004
Tel: 212-902-1000

PERSONAL AND CONFIDENTIAL

April 21, 2007

Board of Directors
Terayon Communication Systems, Inc.
2450 Walsh Avenue
Santa Clara, CA 95051

Gentlemen:

You have requested our opinion as to the fairness from a financial point of view to the holders of the outstanding
shares of common stock, par value $.0001 per share (the �Shares�), of Terayon Communication Systems, Inc. (the
�Company�) of the $1.80 per Share in cash to be received by such holders pursuant to the Agreement and Plan of
Merger, dated as of April 21, 2007 (the �Agreement�), by and among Motorola, Inc. (�Motorola�), Motorola GTG
Subsidiary VI Corp., a wholly owned subsidiary of Motorola, and the Company.

Goldman, Sachs & Co. and its affiliates, as part of their investment banking business, are continually engaged in
performing financial analyses with respect to businesses and their securities in connection with mergers and
acquisitions, negotiated underwritings, competitive biddings, secondary distributions of listed and unlisted securities,
private placements and other transactions as well as for estate, corporate and other purposes. We have acted as
financial advisor to the Company in connection with, and have participated in certain of the negotiations leading to,
the transaction contemplated by the Agreement (the �Transaction�). We expect to receive fees for our services in
connection with the Transaction, the principal portion of which is contingent upon consummation of the Transaction,
and the Company has agreed to reimburse our expenses and indemnify us against certain liabilities arising out of our
engagement. We are providing and have provided certain investment banking services to Motorola, including having
acted as remarketing agent in connection with the remarketing of $1,200,000,000 in principal amount of Motorola�s
4.608% notes due 2007 in August 2004, as dealer-manager in connection with the sale of Motorola�s 16.4% stake in
Pantech Co. in November 2004, as dealer-manager in September 2005 in connection with the tender offer for up to a
total of $1,000,000,000 in principal amount of Motorola�s outstanding debt securities including Motorola�s 6.5% notes
due 2008, Motorola�s 5.8% notes due 2008, Motorola�s 7.625% notes due 2010 and Motorola�s 8.0% notes due 2011 in
September 2005, as exclusive financial advisor in connection with Motorola�s acquisition of NextNet Wireless, Inc. in
July 2006, and as exclusive financial advisor in connection with Motorola�s acquisition of Symbol Technologies, Inc.
in September 2006. We have also acted for Motorola in various stock repurchase activities from time to time.

We are providing and have provided certain investment banking services to Freescale Semiconductor, Inc. (�Freescale�),
a former subsidiary of Motorola, including having acted as global coordinator and joint bookrunning manager in
connection with the initial public offering of 121,621,622 shares of Freescale�s class A common stock in July 2004, as
lead manager in connection with the offering of $400,000,000 in principal amount of Freescale�s floating rate
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Board of Directors
Terayon Communication Systems, Inc.
April 21, 2007
Page Two

notes due 2009 in July 2004, and as co-manager in connection with the offering of $350,000,000 of Freescale�s
6.875% notes due 2011 and $500,000,000 in principal amount of Freescale�s 7.125% notes due July 2014 in July 2004.

We also may provide investment banking services to the Company and Motorola in the future. In connection with the
above-described investment banking services we have received, and may receive, compensation.

Goldman, Sachs & Co. is a full service securities firm engaged, either directly or through its affiliates, in securities
trading, investment management, financial planning and benefits counseling, risk management, hedging, financing
and brokerage activities for both companies and individuals. In the ordinary course of these activities, Goldman,
Sachs & Co. and its affiliates may provide such services to the Company, Motorola and their respective affiliates, may
actively trade the debt and equity securities (or related derivative securities) of the Company and Motorola for their
own account and for the accounts of their customers and may at any time hold long and short positions of such
securities.

In connection with this opinion, we have reviewed, among other things, the Agreement; annual reports to stockholders
and Annual Reports on Form 10-K of the Company for the five years ended December 31, 2006 and an amended
Annual Report on Form 10-K/A of the Company for the year ended December 31, 2004; certain interim reports to
stockholders and Quarterly Reports on Form 10-Q of the Company; certain other communications from the Company
to its stockholders; and certain internal financial analyses and forecasts for the Company prepared by its management.
We also have held discussions with members of the senior management of the Company regarding their assessment of
the past and current business operations, financial condition and future prospects of the Company. In addition, we
have reviewed the reported price and trading activity for the Shares, compared certain financial and stock market
information for the Company with similar information for certain other companies the securities of which are publicly
traded, reviewed the financial terms of certain recent business combinations in the communications technology
industry specifically and in other industries generally and performed such other studies and analyses, and considered
such other factors, as we considered appropriate.

We have relied upon the accuracy and completeness of all of the financial, accounting, legal, tax and other
information discussed with or reviewed by us and have assumed such accuracy and completeness for purposes of
rendering this opinion. In that regard, we have assumed with your consent that the internal financial forecasts prepared
by the management of the Company have been reasonably prepared on a basis reflecting the best currently available
estimates and judgments of the Company. In addition, we have not made an independent evaluation or appraisal of the
assets and liabilities (including any contingent, derivative or off-balance-sheet assets and liabilities) of the Company
or any of its subsidiaries and we have not been furnished with any such evaluation or appraisal.

Our opinion does not address the underlying business decision of the Company to engage in the Transaction. Our
opinion is necessarily based on economic, monetary, market and other conditions as in effect on, and the information
made available to us as of, the date hereof. Our advisory services and the opinion expressed herein are provided for
the information and assistance of the Board of Directors of the Company in connection with its consideration of the
Transaction and such opinion does not constitute a recommendation as to how any holder of Shares should vote with
respect to such Transaction.
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Board of Directors
Terayon Communication Systems, Inc.
April 21, 2007
Page Three

Based upon and subject to the foregoing, it is our opinion that, as of the date hereof, the $1.80 per Share in cash to be
received by the holders of Shares pursuant to the Agreement is fair from a financial point of view to such holders.

Very truly yours,

/s/  Goldman, Sachs & Co.
(GOLDMAN, SACHS & CO.)
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Annex C

SECTION 262 OF THE GENERAL CORPORATION LAW OF THE
STATE OF DELAWARE

§ 262. Appraisal Rights

(a) Any stockholder of a corporation of this State who holds shares of stock on the date of the making of a demand
pursuant to subsection (d) of this section with respect to such shares, who continuously holds such shares through the
effective date of the merger or consolidation, who has otherwise complied with subsection (d) of this section and who
has neither voted in favor of the merger or consolidation nor consented thereto in writing pursuant to § 228 of this title
shall be entitled to an appraisal by the Court of Chancery of the fair value of the stockholder�s shares of stock under the
circumstances described in subsections (b) and (c) of this section. As used in this section, the word �stockholder� means
a holder of record of stock in a stock corporation and also a member of record of a nonstock corporation; the words
�stock� and �share� mean and include what is ordinarily meant by those words and also membership or membership
interest of a member of a nonstock corporation; and the words �depository receipt� mean a receipt or other instrument
issued by a depository representing an interest in one or more shares, or fractions thereof, solely of stock of a
corporation, which stock is deposited with the depository.

(b) Appraisal rights shall be available for the shares of any class or series of stock of a constituent corporation in a
merger or consolidation to be effected pursuant to § 251 (other than a merger effected pursuant to § 251(g) of this
title), § 252, § 254, § 257, § 258, § 263 or § 264 of this title:

(1) Provided, however, that no appraisal rights under this section shall be available for the shares of any class or series
of stock, which stock, or depository receipts in respect thereof, at the record date fixed to determine the stockholders
entitled to receive notice of and to vote at the meeting of stockholders to act upon the agreement of merger or
consolidation, were either (i) listed on a national securities exchange or designated as a national market system
security on an interdealer quotation system by the National Association of Securities Dealers, Inc. or (ii) held of
record by more than 2,000 holders; and further provided that no appraisal rights shall be available for any shares of
stock of the constituent corporation surviving a merger if the merger did not require for its approval the vote of the
stockholders of the surviving corporation as provided in subsection (f) of § 251 of this title.

(2) Notwithstanding paragraph (1) of this subsection, appraisal rights under this section shall be available for the
shares of any class or series of stock of a constituent corporation if the holders thereof are required by the terms of an
agreement of merger or consolidation pursuant to §§ 251, 252, 254, 257, 258, 263 and 264 of this title to accept for
such stock anything except:

a. Shares of stock of the corporation surviving or resulting from such merger or consolidation, or depository receipts
in respect thereof;

b. Shares of stock of any other corporation, or depository receipts in respect thereof, which shares of stock (or
depository receipts in respect thereof) or depository receipts at the effective date of the merger or consolidation will be
either listed on a national securities exchange or designated as a national market system security on an interdealer
quotation system by the National Association of Securities Dealers, Inc. or held of record by more than 2,000 holders;

c. Cash in lieu of fractional shares or fractional depository receipts described in the foregoing subparagraphs a. and b.
of this paragraph; or
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d. Any combination of the shares of stock, depository receipts and cash in lieu of fractional shares or fractional
depository receipts described in the foregoing subparagraphs a., b. and c. of this paragraph.

(3) In the event all of the stock of a subsidiary Delaware corporation party to a merger effected under § 253 of this
title is not owned by the parent corporation immediately prior to the merger, appraisal rights shall be available for the
shares of the subsidiary Delaware corporation.
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(c) Any corporation may provide in its certificate of incorporation that appraisal rights under this section shall be
available for the shares of any class or series of its stock as a result of an amendment to its certificate of incorporation,
any merger or consolidation in which the corporation is a constituent corporation or the sale of all or substantially all
of the assets of the corporation. If the certificate of incorporation contains such a provision, the procedures of this
section, including those set forth in subsections (d) and (e) of this section, shall apply as nearly as is practicable.

(d) Appraisal rights shall be perfected as follows:

(1) If a proposed merger or consolidation for which appraisal rights are provided under this section is to be submitted
for approval at a meeting of stockholders, the corporation, not less than 20 days prior to the meeting, shall notify each
of its stockholders who was such on the record date for such meeting with respect to shares for which appraisal rights
are available pursuant to subsection (b) or (c) hereof that appraisal rights are available for any or all of the shares of
the constituent corporations, and shall include in such notice a copy of this section. Each stockholder electing to
demand the appraisal of such stockholder�s shares shall deliver to the corporation, before the taking of the vote on the
merger or consolidation, a written demand for appraisal of such stockholder�s shares. Such demand will be sufficient if
it reasonably informs the corporation of the identity of the stockholder and that the stockholder intends thereby to
demand the appraisal of such stockholder�s shares. A proxy or vote against the merger or consolidation shall not
constitute such a demand. A stockholder electing to take such action must do so by a separate written demand as
herein provided. Within 10 days after the effective date of such merger or consolidation, the surviving or resulting
corporation shall notify each stockholder of each constituent corporation who has complied with this subsection and
has not voted in favor of or consented to the merger or consolidation of the date that the merger or consolidation has
become effective; or

(2) If the merger or consolidation was approved pursuant to § 228 or § 253 of this title, then either a constituent
corporation before the effective date of the merger or consolidation or the surviving or resulting corporation within
10 days thereafter shall notify each of the holders of any class or series of stock of such constituent corporation who
are entitled to appraisal rights of the approval of the merger or consolidation and that appraisal rights are available for
any or all shares of such class or series of stock of such constituent corporation, and shall include in such notice a
copy of this section. Such notice may, and, if given on or after the effective date of the merger or consolidation, shall,
also notify such stockholders of the effective date of the merger or consolidation. Any stockholder entitled to appraisal
rights may, within 20 days after the date of mailing of such notice, demand in writing from the surviving or resulting
corporation the appraisal of such holder�s shares. Such demand will be sufficient if it reasonably informs the
corporation of the identity of the stockholder and that the stockholder intends thereby to demand the appraisal of such
holder�s shares. If such notice did not notify stockholders of the effective date of the merger or consolidation, either
(i) each such constituent corporation shall send a second notice before the effective date of the merger or consolidation
notifying each of the holders of any class or series of stock of such constituent corporation that are entitled to
appraisal rights of the effective date of the merger or consolidation or (ii) the surviving or resulting corporation shall
send such a second notice to all such holders on or within 10 days after such effective date; provided, however, that if
such second notice is sent more than 20 days following the sending of the first notice, such second notice need only be
sent to each stockholder who is entitled to appraisal rights and who has demanded appraisal of such holder�s shares in
accordance with this subsection. An affidavit of the secretary or assistant secretary or of the transfer agent of the
corporation that is required to give either notice that such notice has been given shall, in the absence of fraud, be
prima facie evidence of the facts stated therein. For purposes of determining the stockholders entitled to receive either
notice, each constituent corporation may fix, in advance, a record date that shall be not more than 10 days prior to the
date the notice is given, provided, that if the notice is given on or after the effective date of the merger or
consolidation, the record date shall be such effective date. If no record date is fixed and the notice is given prior to the
effective date, the record date shall be the close of business on the day next preceding the day on which the notice is
given.
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(e) Within 120 days after the effective date of the merger or consolidation, the surviving or resulting corporation or
any stockholder who has complied with subsections (a) and (d) hereof and who is otherwise entitled to appraisal
rights, may file a petition in the Court of Chancery demanding a determination of the value of the stock
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of all such stockholders. Notwithstanding the foregoing, at any time within 60 days after the effective date of the
merger or consolidation, any stockholder shall have the right to withdraw such stockholder�s demand for appraisal and
to accept the terms offered upon the merger or consolidation. Within 120 days after the effective date of the merger or
consolidation, any stockholder who has complied with the requirements of subsections (a) and (d) hereof, upon
written request, shall be entitled to receive from the corporation surviving the merger or resulting from the
consolidation a statement setting forth the aggregate number of shares not voted in favor of the merger or
consolidation and with respect to which demands for appraisal have been received and the aggregate number of
holders of such shares. Such written statement shall be mailed to the stockholder within 10 days after such
stockholder�s written request for such a statement is received by the surviving or resulting corporation or within
10 days after expiration of the period for delivery of demands for appraisal under subsection (d) hereof, whichever is
later.

(f) Upon the filing of any such petition by a stockholder, service of a copy thereof shall be made upon the surviving or
resulting corporation, which shall within 20 days after such service file in the office of the Register in Chancery in
which the petition was filed a duly verified list containing the names and addresses of all stockholders who have
demanded payment for their shares and with whom agreements as to the value of their shares have not been reached
by the surviving or resulting corporation. If the petition shall be filed by the surviving or resulting corporation, the
petition shall be accompanied by such a duly verified list. The Register in Chancery, if so ordered by the Court, shall
give notice of the time and place fixed for the hearing of such petition by registered or certified mail to the surviving
or resulting corporation and to the stockholders shown on the list at the addresses therein stated. Such notice shall also
be given by 1 or more publications at least 1 week before the day of the hearing, in a newspaper of general circulation
published in the City of Wilmington, Delaware or such publication as the Court deems advisable. The forms of the
notices by mail and by publication shall be approved by the Court, and the costs thereof shall be borne by the
surviving or resulting corporation.

(g) At the hearing on such petition, the Court shall determine the stockholders who have complied with this section
and who have become entitled to appraisal rights. The Court may require the stockholders who have demanded an
appraisal for their shares and who hold stock represented by certificates to submit their certificates of stock to the
Register in Chancery for notation thereon of the pendency of the appraisal proceedings; and if any stockholder fails to
comply with such direction, the Court may dismiss the proceedings as to such stockholder.

(h) After determining the stockholders entitled to an appraisal, the Court shall appraise the shares, determining their
fair value exclusive of any element of value arising from the accomplishment or expectation of the merger or
consolidation, together with a fair rate of interest, if any, to be paid upon the amount determined to be the fair value.
In determining such fair value, the Court shall take into account all relevant factors. In determining the fair rate of
interest, the Court may consider all relevant factors, including the rate of interest which the surviving or resulting
corporation would have had to pay to borrow money during the pendency of the proceeding. Upon application by the
surviving or resulting corporation or by any stockholder entitled to participate in the appraisal proceeding, the Court
may, in its discretion, permit discovery or other pretrial proceedings and may proceed to trial upon the appraisal prior
to the final determination of the stockholder entitled to an appraisal. Any stockholder whose name appears on the list
filed by the surviving or resulting corporation pursuant to subsection (f) of this section and who has submitted such
stockholder�s certificates of stock to the Register in Chancery, if such is required, may participate fully in all
proceedings until it is finally determined that such stockholder is not entitled to appraisal rights under this section.

(i) The Court shall direct the payment of the fair value of the shares, together with interest, if any, by the surviving or
resulting corporation to the stockholders entitled thereto. Interest may be simple or compound, as the Court may
direct. Payment shall be so made to each such stockholder, in the case of holders of uncertificated stock forthwith, and
the case of holders of shares represented by certificates upon the surrender to the corporation of the certificates
representing such stock. The Court�s decree may be enforced as other decrees in the Court of Chancery may be
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(j) The costs of the proceeding may be determined by the Court and taxed upon the parties as the Court deems
equitable in the circumstances. Upon application of a stockholder, the Court may order all or a portion of the expenses
incurred by any stockholder in connection with the appraisal proceeding, including, without limitation,
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reasonable attorney�s fees and the fees and expenses of experts, to be charged pro rata against the value of all the
shares entitled to an appraisal.

(k) From and after the effective date of the merger or consolidation, no stockholder who has demanded appraisal
rights as provided in subsection (d) of this section shall be entitled to vote such stock for any purpose or to receive
payment of dividends or other distributions on the stock (except dividends or other distributions payable to
stockholders of record at a date which is prior to the effective date of the merger or consolidation); provided, however,
that if no petition for an appraisal shall be filed within the time provided in subsection (e) of this section, or if such
stockholder shall deliver to the surviving or resulting corporation a written withdrawal of such stockholder�s demand
for an appraisal and an acceptance of the merger or consolidation, either within 60 days after the effective date of the
merger or consolidation as provided in subsection (e) of this section or thereafter with the written approval of the
corporation, then the right of such stockholder to an appraisal shall cease. Notwithstanding the foregoing, no appraisal
proceeding in the Court of Chancery shall be dismissed as to any stockholder without the approval of the Court, and
such approval may be conditioned upon such terms as the Court deems just.

(l) The shares of the surviving or resulting corporation to which the shares of such objecting stockholders would have
been converted had they assented to the merger or consolidation shall have the status of authorized and unissued
shares of the surviving or resulting corporation.
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TERAYON COMMUNICATION SYSTEMS, INC.
SPECIAL MEETING OF STOCKHOLDERS

___, 2007
10:00 a.m. local time
2450 Walsh Avenue

Santa Clara, California 95051
PROXY

This proxy is solicited by the Board of Directors of Terayon Communication Systems, Inc. for use at the Special
Meeting of Stockholders of Terayon Communication Systems, Inc. on ___, 2007.
This proxy when properly executed will be voted as you specify on the reverse side.
If no choice is specified, the proxy will be voted �FOR� Proposals 1 and 2.
By signing this proxy, you revoke all prior proxies and appoint Jerry Chase, Mark Richman and Rachel Nico, and
each of them with full power of substitution, to vote your shares on the matters shown on the reverse side and on any
other matters which may come before the Special Meeting and all adjournments or postponements thereof.

See Reverse Side for Voting Instruction

Address Change (Mark the corresponding box on the reverse side)

SEE REVERSE
SIDE

SEE REVERSE
SIDE
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Your vote is important. Please vote immediately.
Vote-by-Internet

Log on to the Internet and go to
http://www._________

OR
Vote-by-Telephone
Call Toll-Free
1-800-_________

If you vote over the Internet or by telephone, please do not mail your card.

DETACH HERE IF YOU ARE RETURNING YOUR PROXY CARD BY MAIL

The Board of Directors Recommends a Vote �FOR� Proposals 1 and 2.

1. Proposal to adopt the Agreement and Plan of Merger, dated as of
April 21, 2007, by and among Terayon Communication Systems, Inc.,
Motorola, Inc. and Motorola GTG Subsidiary VI Corp. and approve
the merger of Motorola GTG Subsidiary VI Corp. with and into
Terayon Communication Systems, Inc., in connection with which
Terayon Communication Systems, Inc. will become a wholly owned
subsidiary of Motorola, Inc. and each outstanding share of the
common stock of Terayon Communication Systems, Inc. will be
converted into the right to receive a per share amount equal to $1.80 in
cash, without interest

FOR
¨

AGAINST
¨

ABSTAIN
¨

2. Proposal to approve the adjournment of the special meeting, if
necessary, to solicit additional proxies if there are insufficient votes at
the time of the special meeting to approve the merger agreement.

FOR
¨

AGAINST
¨

ABSTAIN
¨

THIS PROXY WHEN PROPERLY EXECUTED WILL BE VOTED AS DIRECTED OR, IF NO
DIRECTION IS GIVEN, WILL BE VOTED �FOR� PROPOSALS 1 AND 2.
Any of the attorneys-in-fact or their substitutes or, if only one shall be present and acting at the special meeting or any
adjournment(s) or postponement(s) thereof, the attorney-in-fact so present, shall have and may exercise all of the
powers of said attorney-in-fact hereunder.
MARK HERE FOR ADDRESS CHANGE (SEE REVERSE SIDE) ¨
Please date this Proxy and sign it exactly as your name or names appear hereon. When shares are held by joint tenants,
both should sign. When signing as an attorney, executor, administrator, trustee or guardian, please give full title as
such. If shares are held by a corporation, please sign in full corporate name by the president or other authorized
officer. If shares are held by a partnership, please sign in full partnership name by an authorized person.

Signature: Date: Signature: Date:
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