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Florida Public Service Commission 
Capital Circle Office Center 
2540 Shumard Oak Blvd. 
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RE· Notification by Coyote Network Systems. Inc and 
I NET lnteradtve Network Systems. Inc 
of Stock AcquiSitiOn By Merger Agreement 

Dear Str 

On behalf or Coyote Network Systems, Inc. ("Coyote") and I NET Jnteract•ve Network 
Systems, Inc. ("INET"), this letter Is to advise the Commission of a Stock Acqutsition By 
Merger Agreement (the • Agreement") which the compantes propose to consummate ltts 

our understanding, based upon review olttne applicable statutes and regulat•uns. that this 
transaction does not require prior Commisston approval Accordingly, absent wntten 
notice to the contrary within th1rty (30) days. the part1es Will proceed to consummate the 
transaction In timely fashion. 

Coyote and I NET propose a Stock AcquJsttton by Merger Agreement whereby I NET 
Will become a wholly owned substdJary or Coyote, and the present shareholders or I NET 
("Members") will receive consideration consisting of cash and Covote common stock plus 
addttional contingent stock consideration dependtng upon the performance or INET 
followmg consummatton of the proposed transae11on 1 

Coyote is a publicly held Cahlornta corporat1on w•th pnnc•pal offtces located at 4360 
Park Terrace Drive, Westlake Village, California 91361 . Coyote Is a holdtng company 
which does not directly offer long distance telecommunications servtces. but rather tntends 
to own and operate other wholly owned subsidiaries which offer such serv1ces pursuant 
to the FCC's Competitive Carrier policies 

I NET is a privately held Califorma corporation with pnnetpal ofltces located at 1640 
S Sepulveda Blvd . Su1te 320, Los Angeles. Calrfom1a 90025 INET IS a non.Oomtnant 
earner that resells domestic interstate a 1d mtarnatlonallong dtslance servtce purchased 

A draft copy of tho proposed Stock Acqulstlon By Merger Agreement 15 anachcc:t as Exhibit 
'A' 
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from various facililies based carriers pursuant to the FCC's Compettltve Camer pollc1es 
I NET is authorized by the FCC to offer domestic interstate and internatiOnal serv~ces 1n all 
fifty (50) states and the Distnct of Columbia as a non-dom1nant carrier INET currently 
originates interstate and International traff1c 1n e1ght (8) states, and prov1des •ntrastate 
servic~. pursuant to certificatiOn, reg1stration or tariff reqUirements. or on an unregulated 
basis, 1n e1ght (8) states. INET is a cer1ificated earner 1n the State of Flonda 1 

Applicants propose a :ransaciiOn wh1ch Will accomplish the tollow•ng 

1. The present record and benefictal holders of 100% of the tssued and 
outstand1ng shares of common stock of I NET shall transfer and deliver 
into Coyote all of the1r nght. IItie and .nterest m and to sa1d shares. 

2. Coyote shall issue and deliver to the present I NET shareholders cash. 
Coyote Common Stock and cont.ngent cons1dera11on (collectively, 
"Purchase Consideration") as prov1ded for and spec•hcally sat forth 
1n the Agreement. Exhibit "A": 

3 The Purchase Cons•darat1on shall be allocated to the I NET record and 
beneficial shareholders on the bas1s of the percentage ownership of 
each shareholder 

4 INET will merge. by v1rtue of the Agreement. 1nto a wholly owned 
subs•d•ary of Coyote ("Acqu•s•llon Sub"). and 

5. Acquisition Sub operate as a regula ted enllty pursuant to INErs 
present cer1if1calions, reg1strallons, tanH reqUifements and rate 

structures, or on an unregulated basis, as prov1ded by and pursuant 
to applicable law 

Cnticalto the proposed Agree•nent IS the need to ensure the continuation of h1gh 
quality service to all customers currently served by I NET The proposed transaction w1ll 
serve the public •nterest for several reasons Ftrst. 11 Will enable the compames to operate 
Wllh a more streamlined and transact•on Wlll enhance the operot•ng eff•cumc•es, 1nclud1ng 
market efficiencies . of both Applicants Second. tt Wlll•ncrease the appeal to present and 

2 In Florida, I NET provides intraSla le lelecommunlcotoons serviCes pursuant 10 CCrtlfltaflon 
under Oodlet Number 950742-TI , On:ter Number PSC.95-122~FOF·TI, lssul!<l 1013195 Amended In Order 

No PSC-97·0270-FOF·TI, Issued 311 1197 
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potential customers of INET as can provide savtngs because or dtscounts on quanttty 
ordering of materials and services for INET. 

Current financial information for Coyote is attached hereto as Exh1b1t ' B- 3 Current 
financial information for INET is attached hereto as Exhibtt ·c· • 

The parties are forward;ng this letter to the Commisston for tnformahonal purposes, 
to be included in the appropriate filed. Absent receipt of wntten nollficallon to the contrary 
within thirty (30) days, we will proceed on our understanding that no approval or other 
formal action is required by the Commission prior to consummat1on of the proposed 
transaction 

Enclosed are the original and thtrteen (13) coptes of thts letter Please return orie 
(1) of the copies file-stamped in I he envelope provtded II you need any further tnform~on 
or have any questions regardtng the matters dtscussed heretn, please do not hesttatr, to 
contact the undersigned. ..,. 

Thank you for your assistance in this matter 

l 

12/31/97 . 

• 
12131197. 

Respectfully submttted. 

Benjamtn W Bronston 
EllenAnn G Sands 
Nowalsky. Bronston & Gothard. L L C 
3500 N Causeway Boulevard 
Sutte 1442 
Metatne. Loutstana 70002 
(504) 832-1984 
Counsel for Coyote NetworX Systems Inc and 
INET Interactive Network Systems. Inc 

Exhibit ·e· consists or Coyoto'·, unaudited flnonCIIJI statements 101 tho pciiOd end1nQ 

Exhibit ·c· consists of copies oi iNETs unoud1ted finonclal statements lor 1110 pcnod end1nQ 
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ST.l.TEOF ~VJ 
\OU:'\TY OF~ 

VEIUF!(.'.-'1 'J'JO~ 

f;~reco~:.ll Aoolic!:.:o:~ !:e true cf mv !lll-:1 kr.ow!cdge. ~Ce':l: es to ti"os~ :::tnc:s whtc~ ue :her!'~ - - . . . . 
s:e:c1 on ir.fo:tnat!on !n:1 belief, and as 10 those rnawm i bel!e,·e them 10 be m.e 

Sworn :o ar.d sut-scribed before :ne. :-.•oruy Pub!ic, in M :i :"'o~ rr.e Sme and County ~~'T'~C 
l!:c,·:. :~.:s aJJ/lc~:y cf .'une. 1 ;,?a 

:'\otary Publ!c 

~!y CO!':'.mis sio:~ O.))ites· 4f ~ 
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VERIFICATION 

I, James J. Fiedler, am the Chairman and Chief Executive Officer of Coyote 

Network Systems. Inc .. and am authorized to make this veriflcat.ion on its behalf. The 

statements made In the foregoing Application are true of my own knowledge, except as 

to those matters which are therein stated on information and belief, and as to those 

matters I believe them to be true. 

ames J. Fiedler 
Chairman and Chief Executive Officer 

Sworn to and subscribed before me, Notary Public, in and for lhe State and 
County named above, this.!£~ay of June, 1998. 

t,&?Ja~ 
Notary Public I 

l ~ CARlA J PnR£Y ~ 
- Comm II 126&68 (/) 
1/) WOI AKI 'IIIII( Olf~ _ 

lu "'4•~<• tc.... .. 
~ "• c- hi•U hi t. l~)l I 

My commission expires b e A' tNJI 
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STOCK ACQUISITION BY MERGER AGREEMENT 

among 

COYOTE NETWORK SYSTEMS. INC., A..'ID SUBSIDIARY.INC. 

and 

CLAUDE BUCHERT. HELENE LEGENDRE 

and 

IJI.'TERACTIVE NETWORK SYSTEMS. INC 

Dated: June , 1998 

Mapr 6 6/6191 
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STOCK ACOUI SITJON BY \JERGER AGREE\fENT 

TillS AGREEMENT, dated as of this_ day of June, 1998. by and among Coyote 

Network Systems, lnc., a corporation organized under the laws of the State of California 

("Coyote''), lNET Interactive Network SyS1cms, lnc. a corporation orgamzed under the laws of 

the State of California ("!NET') and among Claude Buchert ("Buchen''), an tndiVIdual rcs•dmg 

111 -------------- and Helene Legendre ("Legendre"), an mdividuJI 

residing at Bu.chen and Legendre Me someumcs 

heremafter referred to collectively as "Sellers" <>r "Shareholders"; Buchen. Legendre. !NET and 

Coyote ure sometimes hereinafter referred to collecttvely as "Panu:s" 

WHEREAS, the ShMeholders ure the owners of all of the issued and oulSianding shures 

of capital stock of the !NET; and 

WHEREAS. Coyote desires to acquire all of the issued and outstanding shaTes of c;~pll:ll 

stock of the !NET (hereinafter called "!NET ShMes") by merger of the !NET mto Subs1diaTy. 

Inc .. a wholly-<>wned subsidiary of Coyote (h=ftcr called "Merger''), up<>n the tenns and 

conditions hereinafter set forth: 

WHEREAS, for federal income tax purposes, it is intended that this Merger shall 

constitute reorganization within the meaning of Section 368 (a) of the Internal Revenue Code. 

NOW THEREFORE. for and in consideration of the mutual covenants and agreements 

hcremaftcr set forth, the panics hereto agree as f<>llows: 



• • ARTICLE I 

DEFINITIONS AND PLAN MERGER 

1.1 Definjrions.. Whenever used in tlus Agreement, unless there ts somethmg 10 the 

subJect maner or context inconsistent therewith, the following words 31ld terms shall have the 

following meanings: 

"Agreement" shall mean this stock acquisition by merger agreement. as it mny be 

amended or supplemented fro:-1 time to time. 

''Article" or "Section" shall refe~ to the numbered Anicle or Secuon of tlus agreement 

unless otherwise spcctfied. 

"Dividends" shall me311 dividends or 11ny other distnbutions on !NET's Cnpunl Stock or 

any other interest. or participation in. or measured by !NET's profits. 

"Hereof, .. "hereto" and "hereunder'' and: sirnil31 express tons shall refer to tlus Agreement 

and not to any particular Alticle or Section unless specifically stated. 

"Knowledge" shall mean actual knowledge o f the person malong the st:uement after such 

person bas made due and diligent inquuy. 

"M:ucriaJ", "Materially" and similar expresstons shall mean as to an mdivtdual 

representation, warranty, covenant or cl:um an amount. claim or damage cxc:eedmg ten thousand 

dollars (S I 0,000). 

"Persons" shall include an indtvtdual. firm. eorpo111tion. p3ll0crshtp. t.rwl. govcnunental 

authority or body, association, urunc:orpoflltcd organization or other cn111y, as the context may 

require. 
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'"Schedules~ shall mean the various schedules anached ha-eto and made:. p:u1 hereof. and 

the term '"Schedule" shall mean any one of such Schedules, as spcctfied 

1.2 Plan of MCficr. Effective as of the Closing Date (as heremafter defined) !NET 

sball be merged (hereinafter c:alled the "Merger'') into Subsidiary, Inc., a corpornuon 

and a wholly-owned subsidiary of Coyote ("Sub") in accordance with the terms of thJs 

Agreement and the Plan of Merger set forth iln Exhibit A hereto. Sub shall be the corporntion 

surviving the Merger and the separ.ue existence of !NET shall cease as of the Merger. Sub shall 

then be vested with and possess all of the a.sse.ts. propeny, rights. privileges. unmuruues. powers. 

franchises and authority of !NET without funher act or deed and shall have assumed and be 

liable for all obligations ofi:NET. 

ARTICLE II 

PURCHASE PRICE AND RELATED MATIFRS 

2.1 Ac:qyjsjtjon of INET. In reliance on the rcpresenuuions and warranues anJ 

covenants of Sellers and !NET contained herein and subject to the terms and condtuons of thJS 

Agreement. Coyote shall acqwre !NET from Sellers by payment of the Purchase Pnce (as 

defined hereinafter). 

:! .:! Pyrchasc Price· Payment The Purchase Pnce (as defined heremaf\cr) IS payable 

as follows and in the following order: 

2.2.1 CMh Consjdr:nujon. Cash m the amount or One Mill ion Dollars 

(S 1,000.000.00) or such lesser amount as may be detemuned m 11ccordnnce wuh th1s 

Agreement ("Closing Cuh''), The Closing Cash shall be paid at Closing (u that term is 

defined in Section 2.6). 

) 



• • 2.2.2 Coyote Stoek The aggrega1e number of~ of Coyote Common Stoek 

("Shares'1 to be issued at Closing shall be det.ermined by dav1dmg e1ght hundred 

thousand dollars (S800.000.00) by the avmage closing bid pnce of the Shares for the ten 

(I 0) IJ'ading days immediately prior 10 the Closmg date. Provtded however, WI tf the 

avenge of the closing bid price of the Shares for the twenty (20) consecutive days 

immediately prior to the Closing date is less than four dollars (S4.00) j:Cr sbW'C, such 

price will be adjusted to equal the lesser of one hundred and ten percent ( 11 0 %) of such 

twenty (20) consecutive trading day average of the closing b1d price or four dollars 

(S4 .00) per share. 

2.2 .3 Earn Out Sharc:s. Sellers may earn .ldditional shares of Coyote Common 

Stock ("Earn Out Shares') 10 the amount and pursUIUit to the terms set fonh an the 

attllChed Exhibn B. 

2.2.4 Purchase Price. The "Purchase Price" shall be the total of the 2 .~. 1. 2.2.2 

and 2.2.3. 

2.2.5 Pro ra1a pjmjby( jon The Shiite$ to be 1ssued upon Closmg shall be 

issued to each Shareholder in propon1on to the amount of !NET Shares held by each. 

Any Shareholder, who would othc:rw15e be enlllled to a Cracuonal value of Shares. shall 

receive: at the Closing in lieu of such fructional share, an amount pay:ablc: by Coyote 

check., equal to the propomonal value of such Share determtned 10 accordance w1th the 

section 2.2.2. Such amount is not separately bargain for considc:rauon and is intended 

merely as a mathematicul rounding off for the purposes of simpli fyang the corporate 

accounting problems which would be caUJed by the ISSuance of Cractional Shares. 

2.2.6 Pavmcnt. Payment of the Closing Ccl. shall be 10 US. Dollars. The 

Closing Cash shall be paid by Coyote to Sellers at the Closing by wire lnlnsfer in 

immediaJely available funds tr such accountS in such banks as each of Shareholders shall 

reasonably designate in writing to Coyote . 

• 
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2.2.7 At the Closing. all of Item 2.1.1 and eighty percent (80~~) 2.:!.2 of the 

Purchase Price will be delivered to Shudlolders. Twenty percent (20"/o) of item 2.2.2 of 

the Purchase Price shall be placed in escrow as hereinafter provided. 

2.2.8 l( !NET declares or authonzes any Dividends after December 3 I. 1997 

and prior to the Closing Date, whether or not such Dividends are payable prior to. on or 

after the Clostng Date. the Closing Cash shall be equal to S 1,000.00.00 mulUs two umes 

(2x) the aggregate amount of 0111 such Dividends. 

2.3 Pua:hasc Price Miustmcnt. 

(This section 1s intentionally blank) 

2.4 Es<;mw. 

2.4. I Coyote agrees to eJt.nblish and mllinuun a $eparal~ ll<:COIIfll wuh 

---------• titled in such a rTUUIIler as to appropnatel)• 1den11fy the nature of 

such account. and such account shall be known as the "Escrow Account" The Escrow 

Account shall be governed by the temtS of the Agreement attached hereto as Exh1bit C 

(herein ealled the "Escrow Agreement") to be entered into among the Escrow Agent. the 

Shareholders and Coyote. Coyote shall not commingle any other of it5 funds or Sha.res in 

the Escrow Account. 

2.4.2 At the Closmg. as secunty for any mdemru ficauon wluch may be 

required under this Agreement. the shareholder shall deposit 111 escrow, in proponion to 

tt:e number of shares held by each of them, 20 percent (20"/o) of the Shares to be issued to 

Shareholders pursuant Section 2.2.2 of tlus Agreement ("Escrowed Shares"). 

2.4.3 The total of the Escrowed Shares shall be lcn.own u the Escrow Amount. 

J 



• • 2A.4 The Escrow Amount shall be reduced by Withdrawals by Coyote an 

accordance with and u provtded for in tlus Section 2.4. The Escrow Amount •n the 

Escrow :\ccount after deduction for adj ustrnents permitted by lhts Agreement ;md subject 

to the prorations described below. Will be known as the .. Rem:umng Escrow Balance: .. 

FoiJowing withdrawal by Coyote of tbe funds to which is enutled hereunder from tlte 

Escrow Account based upon the applic:~ble provisions of this Agreement. the Escrow 

Agent will pay 10 Sellers the Remllirung Escrow Balance plus all interest earned by the 

Remaining Escrow Balance from the date of creation of the: Escrow Account until 

payment of tte Remaining Escrow Amount. All interest on that ponion. tf any. of the 

Escrow Amount not included in the Remaming Escrow Balance shall belong to Coyote. 

Any cash dhidend which may be declared unp11d by Coyote tn respect of the Escrov. cd 

Shares shall be paid directly to the Shareholders. in proponton 10 the number of Shares 

owned by each being held tn escrow, :md the Shareholders shall have the: nght 10 vote the 

Escrowed Shares u long u such Sharc:s rematn tn escrov. . All shares of stock rc:cet,·cd 

by the Shareholders prior to the termination date of the Escrow Agreement as result of 

any stock split or other corponue non·cuh distribution (including stock divad~nds) wnh 

respect to the Escrowed Shares shall be promptly deposited wuh the Escrov. Agent by the 

Shareholders, together with stock powers executed by the Shareholders (v.•tth signatures 

guaranteed). The value to the Escrowed Shares for the purposes of dc:tennmmg the 

number Shares to return to Coyote pursuant to the Escrow Agreement as a result of ;my 

<:!aim made under this Agreement shall be the value of Coyote's Common Stock as 

determined in accordance with Secuon 2.2.2 hereof. adjusted propontonal to reflect any 

stock split or stock dividend. 

2.4.5 Coyote agrees to provide Shareholders with prior written nouce of the 

facto and section of thi1 Agreement pursuant to which any wathdrawal from the Escrow 

Account is being made. 

2.S Transfer of the Shjll'C$. At the Closing. against payment of the Closmg Cash. the 

establishment of the &crow Account by Coyote and Slweholders' rights hereunder, 111 the 

M.,....t616191 • 



• • Escrow A=>unt. and the other terms illld conditions bc:mn set fonh. Shareholders shall sell. 

l11111Sfer. convey, assign :md deliver to Coyote, or cau.se to be sold. tr.~nsferml. conveyed. 

asstgned and delivered 10 Coyote, the !NET Shares. free and clear of any hen. pledge. charge. 

tr:l.llsfer cu. or other encumbr:1.11ce of any nature whatsoever, cogether wtth such certtficaccs. 

stock powers, endorsements, assignments, stgnarure guarantees, and other good and suffictent 

instruments oftrnnsfer and conveyance as shall be necessary or 3ppropriate to vest to or confirm 

to Coyote all of the right, title and interc.st of Sellers in and 10 the lNET Shares. nil in negotiable 

form. and with all stock trnnsfer and such other required documentary stamps affixed thereto. 

Shareholders shall deliver at the Closing certificates representing such shares duly endorsed 10 

blank, in each case in proper form for transfer. 

2.6 Closin&. The clostng of the ~crgcr under this Agreement shall commence :u 

I 0:00A.M. on June __ . 1998, or as soon thereafter as the C'lndiuons 10 the Closmg shall be 

satisfied or waived as provided for herein 111 the offices of Coyote Technolo!ltcs. LLC. Westlake 

Village. California. or at such other time and place as may be mutually ai!Teed by Coyote and 

Sellers ("Closing"). All t!'ll!Ull~lions a1 the Closing shall be considered 10 take place 

simuiW!cously. and no uansaction wll be deemed to have occUlTed unul all such IT:1nSIICttons 

are completed. The time and date of the Closmg are herein referred to as the "Ciosmg Date" At 

the Closing the parties shall dehver the documents referred to in Anicle IX 

ARTICLE Ill 

REPRESENTATION ANO WARRANTIES OF BUCHERT AND I EGENQRE 

Shareholders and !NET hereby jointly and severully represent and warrant to Coyote that. 

except as otherwise provided herein, on the Schedules attached hereto, or any certificate or 

document delivered pursuant to this Agreement. as of the date hereof: 

3.1 Coepornte Existence· Coepornte Power: Qualjficatjon. Shareholders own directly 

all the outsWlding slwes of INET Shares. Schedule 3.1 correctly sets forth u to INET. tts place 

7 



• • of incorporation. principal place of busmcss. jurisdictions in which 11 IS qualified to do busmc:ss. 

and the business wh1ch it presently conducts. INET is a corporauon duly orgazuud. vahdly 

exiSting and in good standing under the laws of its jurisdictions of mcorporauon. With all 

rc:quisue power and authority and all neec:ssary coosc:ots. authonuuons. :~pprovals. orders. 

l icet~sc:s, certificates, and permits of and from. and declarations and filings wuh. all federal. state. 

local 1111d other govc:mmental authori ties and all courts and tribunals. to own. lense. license and 

use their rcspc:ctive properties and assets and to carry on the business in which it1s now engaged. 

INET is qualified to tnlllSICt the business in which it is engaged and is in good standing as a 

foreign corporation in every jurisdiction in which the clwac1er of 1ts property or liS ownership. 

lensing, licensing or use of property or assets. or where the nature or the conduct of lis busmess. 

makes such qualification necessary. exccp1 where such failure to qualify w1ll not have a matenal 

and adverse effect on !NET. 

3.2 lnyesunents· Subsjdjarics Except as described in Schedule 3.:!. !NET docs not 

own any shares of capital stock of, of have any equity interest whatsoever in. any other 

corporation, business trust, partnership, asscx:ialion or other business emily. 

3.3 Capjlalitaljoo All of the outslandmg INET Shares have been duly and validly 

1ssucd. authorized and are fully paid and non·a.ssewble and are registered in the rume of Sellers. 

Except as set forth on Schedule 3.3. there are no outstanding opuons. nghts. warrants or other 

securities evidencing the right to purchase any £NET Shares from Sellers. or convenible into any 

!NET Shares; and Sellers are not a party to any :agreement which grants to any person the nght to 

purchase or otherwise acqu1re any of the !NET Shares or otl-.erwise ;~cqu1re any secunties of 

lNET. 

3.4 Shaa: Qwnc:ahjp. Sellm represent and warrant that they are the lawful Ollo"ller of. 

with good title to, all o f the Capital Stock, which at Closing shall be free and clear of any 

encumbrancc:s, and the delivery of certificates thercfor lO Coyote pursuant to the prov1s1ons of 

llus Agreement will transfer to Coyote valia, good title thereto. free and clear of all hens. claims. 

I 



• • pledges. opuons. preemptive rights. nghts of first refusal and any other encumbrances 

whaLSOevc:r. 

3.5 Autb0ritY gf Scllm ADd !NET. Sellers md INET have all requ1s11e power and 

authority to execute. deliver and pc:rfonn this Agreement. Sellers and !NET have taker. all 

11eccssary action to au.thoriJ:C the execution. delivery and pc:rfonnance of th1s Agreement. Th1~ 

Agreement has been duly authorized. executed and delivered by Sellers and fNET and conslllUies 

the legal, valid, binding obligation of both Sellers and lNET. and is enforceable as to each in 

accordance with its terms except as subject to applicable banknlptcy. ansolvency. fnudulent 

conveyllrlce, reorganiz:wur>. montoriwn and similar laws affecting creduor's nghts lind remedies 

generally and subject. as 10 enforceability. to genc:ral pnnc1plc:s of cquuy. ancludmg commc:rcaal 

reasonableness. good faith and fa1r dealing. regardless of whether enforcement 1s sought an a 

proc~ing at law or an cqu1ty. Except as SCI forth on Schedule 3.5. no consent. 3uthon73110n. 

:~pproval, order, licCTtSe, cenificatc or pcnnll of or from or dcclarauon or filtng wuh any federal. 

state. local or other governmental authority or any court or other tribunal is required by Sellers or 

fN'ET for the execution. delivery lind performance of this Agreement. No consent of any party to 

any conll'liCt. cagreement. lease. licCTtSC. amangement or undc:rstandang to wh1ch Sellers or P.--'ET 

are a pany. or to which they or lillY of thctr propc:rties or nghts are subject. IS requ1rcd for the 

execution. delivery or pc:rfonnllrlce of this Agreement (except such consents referred to Ill 

Schedule 3.5 which have bc;cn obwned :11 or pnor to the date: of the Agreement). Except 35 set 

forth in Schedule 3.5. the execution and delivery of this Agreement WJII not VIolate. result 10 3 

breach or conflict with, or (with or w1thout the gtvmg of noucc: or the: pusagc: of umc: or both) 

entitle: any pnny to tenninate or call 3 dc:f3ult under any tcnn of any such contract. 3grec:ment. 

tnst:rument, lease, license. a.rrangement or understanding or violate or result in 3 brc:nch of nny 

term of the nnicles of incorporation or other chaner document (or bylaws of fNET) or v1olate, or 

result in a breach of or conflict with 111y law, rule, regulation, order. judgment or decree banding 

on Sellers or lNET cr. to which any of its operations. business propc:rties or assc:ts are subject 

3.6 Fmwja! StllqncnJ•. Sellen have umished 10 Coyote the balanec: shc:c:t of fNET 

u at December 31, 1997, ("Bal111ce Shect1 and the: schedules therc:to and the related statements 

M"1"6- .. 
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of income and retained earnings for the periods then ended (the Balance Sheet. the schedules 

thereto and related statements of income and retained earnings. including th: notes thereto. are 

collectively referred to as "Financial Swements," copies of which arc set forth a.s Schedule 3.6. 

The Financial Statements (i) were prepared from the books of account and records of INET and 

(ii) have been prepared on 3 consistent basis throughout the periods concerned. !NET owns all 

tile assets, rights and properties reflected on the Financial Statements as at December 31 . 1997, 

or acquired after said date. in each case free and clear of all liens, claims. pledges, secunty 

interests, and any other encumbrances whatsoever except as indicated on said Financial 

Statements or on Schedule 3.6. 

Since December 31, 1997, lNET has mamtllined tts books and records accutatcly and m 

accordance with generally accepted a.ccounting principles and standards conststcnt with past 

prnctices. 

The profits (if any) made by lNET as reflected on the Financial Statements, and for the 

period beginning on January I , 1998 and ending on the Closing Date and the trend of profits 

thereby shown have not and will not have (except as therein disclosed) been affected by 

inconsistencies of accounting practice. by the inclusion of non-recurring items of income or 

expenditure, or by transactions entered into otherwise than in the ordtnary course: of business. 

3.7 Absence of llndjsclosed !.jqbjljtjes. Except as and to the: extent reflected on or 

reserved against in the Financial Suuements, or set forth on Schedule 3. 7 attached hereto, to the 

best knowledge of Shareholders. !NET does not have any liabilities or obligations secured or 

unsecured (whether accrued, absolute, contingent, determinable, tndetcrmtnable. or otherwiSe) 

including, without limitation, tax liabilities, whether: {a) incurred in respect of or measured by 

!NET's income for any period prior to the date of the Financial Statements; (b) arising out of 

transactions entered into prior to the date of the Financial Statements; or (c) arising out of any 

state of facts existing prior to the date of the Financtal StatementJ, in each case, of n nature that 

would normally be reflected in a corporate balance sheet or in the notes thereto prepared in 
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• • accordance with generally accepted 3CCOunung principles consislently applied throughout the 

penods cooccrned. 

3.8 Tp Manm. Except lU set fonh on Schedule 3.8, the prov1s1on for taxes reOeeted 

ir the Balance Sheet is sufiic1ent for the payment of all accrued and unpa1d federal, state, county, 

local and a.ll other w .es of INET (including any penalties of intere.st payable m respect 10 such 

wes), whether or not disputed, for the period prior thereto. INET hu filed when due all federal, 

state and local income taX n:rums and has filed when due all other returns with respect to taxes 

(including, without limitation, sales and excise wes however termed) wh1ch n.re requ1n:d to be 

filed with the appropriate authoriues of the State of Califorrua and of any other Junsd1c11on 

where business is transacted by !NET or where such returns arc requ1red to be filed All 

31llounts, if any required to be p;ud, as shown on such returns. and any 31l\Ount d•1e and ov.mg 

w1th respect thereto. have been p;ud by !NET All uems and enmcs prov1ded for or reOeeted 1n 

such returns n.re correct and arc made on a proper basis. None of the federal mcome taA returns 

of !NET have been audited by the United States Internal Revenue Service. Except u shown on 

Schedule 3.8, then: are no currently pending or proposed audits of lNET or Sellers wnh rcspcct 

to !NET by any taxing authority and Sellers have not reee1ved any notice of aud1t or mvesugation 

w1th respect to INET for any year. 

3.9 Aecoums and Notes Rccetyable. The 3Ceounts and notes reeel\'able of lNET 

shown on the Balance Sheet. and the accounts and notes rccc1vable resulung from sales by INET 

subsequent to December 31. 1997 and prior to Closing are bona fide and ha\•c allSen m the 

ordinary course of business. 

3.10 Rc.o l nod Otbq Pmpeny. 

3.1 0.1 Anached, u Schedule 3.10.1 ~a 11'\lc and complc1e hst and descnp1ion 

of all real and other properties owned, leased or under license to !NET All of the I= 

or other agreements for the uulization o f rea1 propeny listed in s;ud Schedule arc valid 

and in full force. INET has not breached any covenant or rccc1ved any notice of its 
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• • default of any sueb lease, and. to Sellers' lcnowledge. there does not exist :uty e~ndiuon 

or fBCt which with the lapse of ume or the giving or failure to g~ve nouce would 

constitute a default by Sellers under :uty such lease. 

3.1 0.2 Except as otherwise specified in Schedule 3.1 0.1. or except to :ut extent 

which does not materially and adversely affect the business. operations or propmy of 

INET, wen as a whole, (i) !NET does not occupy :utd is not dependent on the right to 

use the property of others except under valid and enforceable lease• contaCts or other 

agreements, (ii) all buildings ICJISCd by !NET conform with all applicable ordmances. 

regulations and zoning o. other laws :utd do not encroach on propeny of others. IIJ1d (iii) 

there are, to Sellers' knowledge. no pending or threatened ch:utge of :uty such ordinance. 

regulation or zoning or other law. and there is no threatened c:ondemn11t1on of :uty such 

propmy. 

3.10.3 Except as shown on Schedule 3.10.3. all re3l and other tangible 

propenies !!!ld !!MetS owned, lcued or under license to !NET arc: tn good and usable 

condition (normal wear and tear which is not such as to afTttt matenally :utd adversely 

the operurion of the business of INET excepted). 

3.10.4 No real propeny leased by O.."ET lies m an :1rea which. to the knowledge 

of Sellers, is or will be subject to zoning. use or building code restricuons wh1ch would 

prohibit Sellers' continued use and to Sellers' knowledge, no state of facts relating to the 

acuons or inaction's of another person. its ownership. IC3Sing, licensing or usc of 110y real 

or personal propeny exists which would prevent the continued effccttvc ownership. 

leasmg, licensing or use of that propeny in the business m which INET 1s now engaged 

3.1 0.5 Th.e real aod other propen1es owned. leased or under hcense to !NET 

constitute all such propert.ies and assets wlueh are necessary to the busmcss of !NET as 

presently conducted. 
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• • 3.11 PCTSQnal J>xmlenv. Atw:hed hc:reto as Schedule 3.11 IS a complete: and a.cc:urate 

list describing and specifying the locauon of all trucks. automobiles, mnc:hmery, equipment. 

fumirure. supplies. and all other WlgJblc: property owned by, in the: posscss1on of. or used by 

!NET an connc:ction with iLS busaness and a list and brief descnpuon of all ICl!Sc:s or ngrc:c:mc:nLS 

under which INET leases, holds or utilizes any such propeny not owned by it with n value of 

over five thousand dollars ($5,000.00). The property listed in Schedule 3.11 constirutes nil of the 

tangible personal property nc:cessary for the conduct by INET of iLS business as now conducted. 

Except as set fonh in Schedule 3.11, no pc:rsol\31 propeny used by INET in coMcction with liS 

business is held under any lc..se, sc:cwity, agrc:c:mc:nt, conditional sales conlr.ICt. or other 111le 

retention or sc:curity a.m.ngc:ment, or is located other than in the possession of !NET. 

Except as set fonh in Schedule 3.11. (i) !NET has a vahd leasehold anten:st 1r. !he leased 

property listed therein, (ii) !NET has good utlc 10 all of the personal propeny and assets used u: 

coMection with its business, in e:~ch case tree and clear of any rental corur.~ct or leasehold 

Interests and or all liens, security interests or other encumbrances. Each lease hsu:d on Schedule 

3.11 is valid and binding, INET has not breached any covenant or received any notrce or any 

default of any such lease. and to Sellers' knowledge. there does not exist any cond111on of fact 

which with the lapse of time or giving of notice or faiiurc to gave such notice would constirute a 

default by Sellers under any such lease. 

3.12 Plam and Egyjpmrn(. INET's mam office and fnc:ility is located 111 16JO S 

Sepulveda Blvd .. Suite 320, Los Angeles, CA. 90025. The mach1nery and equ1pmcnt used or 

stored at all locations and the equipment owned by INET and used or stored elsewhere, arc m 

good operating condition and reasonable State of repair, normal wear and tear and normal 

maintenance rcquircmc:nLS excepted, and to the best of Seller's knowledge are an ccnformity with 

all applicable ordina.tces and regulations, and environmental. building. zoning. and other laws. 

Such facilities and equipment, taken as a whole, are sufficient for the ccntinwuion of the 

business of INET on a basis consiStent wi•h the past prnc:tices and uses of !NET No person 

other than £NET owns any vehicle., equipment of other tmgible assets or properties thAt are used 

IJ 



L 

• • in !NET's business and that are on the prcnuscs which INET leases. except for leased uems 

disclosed on other Schedules hereto and for atems of immaterial value. 

3.13 Books of Account and Rcpoas. To the best knowledge of Seller's the books and 

records of !NET are sufficient to ascertain all or the respective items of income and expense. and 

all of the respective assets. liabilities and accruals, and are and have been mlllnlllined in Conn and 

substance adequate for preparing audited financial Sllltements in accordance with generally 

accepted accounting principles. !NET has filed all repoas required by lav. or regulation to be 

filed and hliS duly paid or accr11ed on its books of account all applicable duties and charges due 

(or assessed against it) punuant to such repoas. 

3.1 4 Employ" Benc:fil plpns. 

3.14.1 Definition1. 

(A) The term "Employees" shall mean all current employees. former 

employees and retired employees of rNET Md any predecessor. and the term 

"Employee" shall mean any of the Employees. 

(B) The term "Employee Benefit Plan" means any employee benefit plan 

as defined in seeuon 3 of the Employee Retirement Income Seeunty Act of 1974, 

as amended ("ERJSA") mlllnWned or contnbuted to by !NET or any predecessor 

and which provides benefiu to Employees. 

(C) The term "Benefit Arrangement" shall mean any life and health 

insurance, hospitalization, nvangs. bont•s. deferred condensauon. mcentive 

compensation, holiday, vacation. sever:utce pay, sick pay. sick lenve. disab1liry, 

ruition refund, service aW1ltd, company car, scholarship. relocauon. pntent ~.vard. 

fringe benefit contract, collecuve barglllning agreement, indavidual employment 

consultancy or severance contract, or any other policy or practice of !NET or any 

predecessor providing compensation or benefits to Employees, other than 

Employee Benefit Planu. 
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• • 3.14.2 Schedule 3.14 lists ~I Employee Benefit Plans and all Benefit 

Arrangements of !NET or any predecessor. 

3.14.3 Except as shown on Schedule 3.14 !NET has not and ts not obligated to 

contribute to any. and has not been obligated to contnoute to az,y Employee Bnefit Plans 

with respect to the employees. 

3.14.4 INET does not and has not maintained or contributed to any rettrce hfe. 

retiree health inswrcc, or ~tiree disability plan th:u is an F mployee Benefit Plan or 

which is a "Welfare benefit plan" within meaning of ERISA. as amended, "'tth respect to 

the Employees and wluch prov1des for continuing benefits or covu.-sge for any parttctpant 

or any beneficiary of a partictpant except as may be rcqutrc<' under the Consolidated 

Omnibus Budget Rcconctliation Act of 198S. as amended ("COBRA'') 

3.14.5 INET hns no liability by renson of the operauon or extstenee of any 

Employee Benefit Plan maintained or conmbute to wnh ~spect to the Employees except 

ns set forth on Schedule 3.14. 

3.14.b All liabihues for Benefit Arrangements and I mploycc Benefit Plans 

required to be reflected in the Fmancull Statements are properly r· Occted thcrcm. 

3.1 S Minute Books Stock Rcs;ord Books. The mmute books of !NET contain 

complete and accurate records of all meetmgs and other corporate acuon~ of ns stockholders and 

Board of Directors except where such failure would not have a maten.U or adverse effect on 

INET. The stock ledgers and stoc:lc uansfer books and the minute book records of !NET relating 

to all issuance's :llld transfers of Jtoci: by INET and all proceedings o' the Stoc:lcholders and 

Board of Directors and eomminees thm:of of INET since its incorporation are the ongm~ stock 

ledgers and stock transfer books and mmute book records of !NET or exact eoptcs thereof. 



• • 3.16 Paten!$ Tradc:m•rlcs Copyriahts j!Dd Other Pmpriet:uy Ril,thts. Except as set 

fonh on Schedule 3.16. !NET owm. IS permined to usc, or is licensed under all ?ropncuuy 

Rights (i f lilly, used by it in its present business) excc:p! where such fa~ lure would not have a 

matenal or adverse effect on INET. Proprietary Rights include. but are not hmued to. all 

computer software, software programs. p~tents, processes. formulae. registered tradcmarlc5, 

trademarlc.s. registered copyrights, copyrights, registered trade names. tr:lde names. tnde secrets. 

inventions, drawings. designs, muk wor!c, muketing and sales informntion and customer hsts. 

In addition. ?ropriewy Rights consist of Know-How. Technical Information and Propnctnry 

Information (as those capillllizcd terms are defined below). Except as set fonh on Schedule 3 16. 

the Operlltion of INET as it is currently conducted does not infringe: or misappropnatc:, and no 

one has asserted that such OperBlion. as now or heretofore conducted. mfnnges of 

nusapprcpriates. any rights of any third pany To the best of Sdler' s kno" ledge. other than 

dcs1gns or dc,•Jces which INET has a lawful nght usc. no person owns or has any propncwy. 

financutl or other interest. direct or mdirect. 10 any dcs1gn or d'!v1cc wh1ch I NET IS usmg or the 

use of which is necessary in the operation or INET's busmess as now or herc1ofore conducted. 

The undefined capillllited terms used in the preceding pGr.lgraph shall hnvc the followmg 

meanmgs: 

WKnow-bow" shall mean all fiiCIUal knowledge or information acqu1red o'er lime 

by Sellers or INET. With respect to the usc. mari:cung or sale of ~'ET's products. 

whether or not in graphic or printed form, wh1ch may not be capable of prec1sc. sepGr.lte 

description. but which, in an accumulated form . g1ves to INET an abiluy to des1gn. 

produce and market its products with an accuracy. precision, qualily or efficiency which 

another party would lack. 

''Technical lnformanon" aha!! mean (i) all scientific, technical and ::ther 

information existing in graphic or printed form, including but not limued to drawmgs. 

blueprints, design information, C1.1agrams. cbaru. and other dolo and mformauon. 

mcluding any information embodied in any patents, patent rights, or patent appliClltions 
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• • and printed material relaung to the products of INET dissenun2ted to dismbutors or 

customers of INET and (ii) all produC'Uon proccsscs. manufactunng know-how. destgn 

tnfonnauon and trade secnu. whether on not in writmg. that .ll'C coMccted With the 

design or production of £NET's products and that Sellers, !NET. own or control. 

"Proprietary Information" shall mean all Technical lnfonnntion. Know-How. and 

all other informat.ion which is destgnated llS propnetlU')' by !NET or Sellers and is not 

provided by !NET to others except on a confidential basis. regardless of whether such 

information is patentable or otherwise protcctible or whether such mformauon consurutes 

or contains trlld- secrets; provtded tNt "Proprietary lnformatio!\" shall not tnclude 

mforrnation which is publicly avatlable. or readily available from pantes unaffiliated "'th 
!NET or Sellers other than as 3 result of 3 breach of thts Agreement or bre:~ched of other 

agreements between them or thetr affill :~tcs and thud parttes 

To the best of Seller's knowledge. neither any stock holder. any dtrector. officer or 

employee of rNET. any relative or affiliate of any stockholder or of any such dtrector. officer or 

employee nor any oth.er corporation or enterprise in which any stock holder or :Ill) such dtm:tor. 

officer. employee or any such relative or affiliate had or now has 3 five percent or greater equtry 

or votmg or other substantial interests in any enury wluch possesses any Propnetary Rtght whtch 

relates to the business of INET. 

3.17 Cu$1omm and Sales. To Sellers' knowledge. except as set fonh on Schedule 

3.17, neither Sellers nor INET has any mformauon, or IS aware of any faclS, that customers of 

!NET, as shown on its books and records made available to Coyote, intend to cease doing 

business with !NET or, alter the amount of business they it prcsc:ntly do wtth !NET such that 11 

would be material as t.o !NET's business talcen as a whole 

3.18 Conuacu Aif«JDcnts and Plans. Schalule 3.18 accurately and completely sets 

forth the information required to be conlamcd then:m With ~~ to INET as set forth tn tlus 

Sccuon. Sellers have shown to Coyote the following: (i) 1111e and correct coptes of all the 
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• • con~r.~eu. agreements. and instrurnenu refcm:d to tn Schedule 3.18: (it) uue and correct coptes 

of all leases and licenses referred to 10 Sebcdule 3.10.1. 3.10.3 or 3.18: :tnd (111) uue and corr~ 

cop1es of all supply, disttibution. agency. financing. or other amtngemenu or understandings 

referred to in Schedule 3.18. To the knowledge of Sellers. no pany to any such contract. 

agreement. instrument, lease. of license is now, or has given notice that in the future 11 expects to 

be. in violation or breach of, or in default with respect to complying with, lillY material pro,~s1on 

thereof. and each such contract. agreement. instrument. lease. or license 1s in full force and is the 

legal. valid, and binding obligation of the p.arties thereto and is enforceAble as to them in 

Accordance with iu tenru. Neither £NET nor any other pany to any such :l1T3.1lgement or 

understanding has given notice of termination or taken 3.11y acuon mronststcnt wnh the 

continuance of that amtngement or understanding. The execution. delivery. 3.1ld perform3.1lce of 

thts Agreement will not result in a breach of any such amtngement or underst3.1ldi:1S m 3.11) "'ar 
!NET is not a pany to or bound by any contraCt. agreement. tnstrument. lcue. hccnsc. 

amtngement, or understanding. or subJeCt to any chaner or other restncuon. whtch has had or. 10 

the knowledge of Sellers, would in the future have a matennl adverse effect on the financtal 

condition, results of operations. business. properties. assets. liabilities. of future prospects of 

!NET. INET lUis not within the last five yc:ar:s engaged in. ts cngagmg m. or. pursuant to the 

business pl3.11 disclosed to Coyote, plans to enter mto any tran.s&CIIon. conlr.ICt. agreement. lease. 

license. arrangement, or understanding with any director. officer. or employee of shareholder of 

!NET or Sellers (except for employment or compensauon amtngemcnts descnbed 10 Schedule 

3.14), or any relative or a.ffiliate of such stockholder. director, officer. or employees. or of 311Y 

other corporation or enterprise in which any such S1ockholder, director. officer. or employee. or 

any such relative or affiliate then had or now has a s•/o or greater equuy. voung or other 

substantial interest other than contr.ICts and agreement listed and so specified in Schedule 3.18. 

Except for the contracts, agreements, plans and commitments listed and bnefly descnbed m the 

Schedules attached hereto, or any other Schedule refCTTCd to in !.Ius Agreement. INET IS not a 

party to or subject to any or the following, whether wrinen or oral: 

3.18.1 Any IJllUUgen.ent or employment coniTIICt or material contraCt for 

services which is not by its terms terminable by !NET at will without chlltge or penlllty; 
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• • 
3.18.2 Any profit·shanng. bonus. st.ock option. pcnston. reurement. stock 

nurclwe. bospiwiurion. lDSII13llce or smuw plan or agreement. fonml or mfomal. 

providing benefits to any current or fonner director, officer. employee. consultant. 

stockholder or the like ofiNET; 

3.18.3 Any marketing agreement. sales representative or distributor agreement. 

or similar plan or agreement; 

3.18.4 Any plan, contract or arrangement provtding for tnsurance on or for any 

current or fonner officer, consultant. director. employee or member ofthetr farn thes. 

3.18.5 Any collecuve bargaining 3greement or stmtlar contract or agreement 

with MY labor organization; 

3.18.6 Contracts, committnents or agreements. other than m relation 10 the 

purchase of inventory in the ordinary course, any one of whtch mvolve expenditure by 

!NET after the date hereof of more than fifteen thousand dollars (S I 5.000 00), 

3.18. 7 Any conuact or agreement containing covenants by !NET not to 

compete in MY line of business with My person; 

3.18.8 Any contract, agreement, arrangement or undcrstMdmg upon whtch MY 

plllt of the business of !NET is dependent, or which affects the busmcss. property or 

CQndition (financial or otherwise) of !NET, 

3.18.9 Any conuact or commitment of any other nature wtlh any current or 

fonner director, officer, employee or consultant of INET or any assoctll.tc Qf any such 

director, officer, employee or consultant; 
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• • 3.18.1 0 Any contr.ICt or conunu:ment for chariW!Ie contnbutions aggrc:gaung tn 

excess of five thousand dollars (SS.OOO.OO) for all such contr.ICts or commiunents; 

3.18.11 Any contracts or commiunent for capual expenduures m excess of 

fifteen thousand dollars (SI 5,000.00) an the aggregate; or 

3.18.12 Any license, or tight of use agreement regarding patents, trademarks, 

trade names. copyrights or proprietary rights of third parties. 

3.18.13 Any other contr.ICts OT commiunents matc~nal to, or not made an the 

ordirwy course of its bus mess. 

3.19 Compljnnce whb Comrnct !NET has perfonned :Ill matenal obhg3uons rc:qutrc:d 

to be perfonned by it to date under all agreements. contract. and understandmgs to wh1ch 1s a 

party. To the best of Sellers ' knowledge. except as set forth in Schedule 3.19· (i) each contract 

or other commitment of INfT liSted in Schcdul~ ) .18 is in ,rrecl, (ii). Sellers and INET have: no 

knowledge, and no reasonable basis to believe, that perfonnance by the part•'"S to all such 

contract, bids or other commianents would individually or in the aggregate ba' e an 3d verse: 

effect upon the business or financtal posnion of INET. (iii) !NET 1s not m default under any 

agreement listed thc:rc:in, and there does not exist any condition of fact wbtcb wtth the lapse of 

time or the giving of notice or the failure to g~ve notice would constirute a default under nny such 

agreement or instruments. and (iv) no contracc or agreement to wh1ch !NET is a party can be 

tennm:ued by the other party as a result of a change of ownership of INET. 

3.20 Ccnoin Sal:uie<l Employees. Schedule 3.20 contains a list of the names nnd 

nnnWII salary rates of all present directors and officers of !NET and of all employees or 

consultants of INET wbose llUlual rate of compensation is twenty thousand dollars ($20.000.00) 

or more. together with a notation of those entitled to commissions of bonuses of any kind. 



• • 3.21 Loan ;md Credit AIV«mC!!IS d' Schedule 3.21 conwns a hst of ;Ill mongages. 

andenturcs, promissory notes. deeds of truSt, lam or c:n:dit agreements. gllllr.IJ1tecs. or similar 

instruments to which INET is a party and all amendments or modifiC31Jons thereto and are 

accompanied by true and correct copies thereof. including aliMcllllll)' documents. !NET IS not 

an default under MY of such agreements or instruments. Md there docs not ex1st any cond111on or 

fact which with the lapse of time or the giving of notice of the failure to gwe nouce would 

constitute a default under any such agreement or instruments. 

3.22 lnsurnuce. The wets. properties and business of INET 11re and have been 

continuously insured under various pohcies of general liability. products liab1hty. and other form 

of ansurnnce, as set forth on Schedule 3.22 hereto. INET has not f:ulcd to !!1\'e an} noucc or 

present any claim under any such policy, and all existing notices and cla1ms arc listed on 

Schedule 3.22. No notice of cMc-ellauon or nonrenewal with respect to. or d1sallowMcc of any 

chum under, any such policy has been received by INET or s~llcrs. There arc no outstanding 

unpaid premiums or claims. and there nrc no provisions for retroactive or rctrospccuvc prcmtwn 

adjustments. Neither INET nor Sellers has knowledge of any state of facts or the occurrence of 

any event which is likely 10 materially ancrcase the insurance premtwns payable under MY such 

policy. Schedule 3.22 also contains a true and complete descnpuon of all outStMdtng bonds and 

other surety arrangements issued or entered mto m c~Mecllon wuh the busmcss of and 

operuuons ofiNET or Subsidiary. There has been no default in the payment of premiums on any 

such policy; there is oo grounds for cancellation or avo1dance of any covefl!gc thereof or for 

reduction of the eovcmge provided thereby: and none of the polic1es w1ll terminate because of 

the acquisition by Coyote of the !NET Stock. Such policies are in amounts and IIIC upon terms 

commercially reasonable with respect the protection of the busmess of IN'ET ag:unst risk, 

including but not limited 10, risk of claims involvmg ~nal InJury or property damage caused 

by or related 10 the use of products manufactured on sold by INET or any of the companacs 

previously acquired i>y !NET. Except u set forth on Schedule 3.22, dunng the twelve ( 12) 

months pnor to the Closing Date there were no outstanding claims by INET under any policies 

of insurance, and no losses arose during the laid twelve ( 12) month pcnod 10 re$J>CCt of mancrs 

customarily covered by insurnnce by companies similar to INET wh1ch were not so covered. 

Jl 



L 

• • 
3.23 Compljancs: wj!h LAW$. To !he Sellers" best knowledge. rNET lw complied wt!h 

c:3Ch. and is not in violation of, any law, rule or teJUianon to whtch 11 or us busmess, ops;nnons. 

assets or propc:rties are subject and lw not failed to obtain or to adhere to the rcqwrcments of 

any license, pmnit or :ruthorization neccuary to the owncnhip of its assets and properties or to 

the conduct of its business, which noncompliance. violation or failure to obtain or adhere to 

would materially and adversely affect its business, opcrotions, assets. propet1tes, prospects or 

condition (financial or otherwise). Neither !NET nor Sellers, nor any officer. employee. or agent 

authoriud by and acting pursuant to the authority granted by INET. nor to the Sellers" best 

knowledge. any consultant to lNE1 or Sellers, has unlawfully offered. p;ud or agreed to pay. 

dtrcctly or indirectly, on behalf of or for rNET. any money or anytlung of ' 'alue to. or for the 

benefit of. any individual who is or was candidate for public office (other than lawful campaJgn 

contnbuuons). or any official or employee of ::111y governmental or regulntOI)' body or authont~ 

or ::111 officer or employee of any client. customer or supplier of INET. INET has not engaged m 

any transaction. maintained any bank account or used :IllY corporate f1u1ds except for 

trlUlSilctions. bank accounts and funds, which have been and arc rcnected an tts nonnally 

maintained books and records. Neither rNET not Sellers has directly or indirectly cstabhshed or 

maintamed any unlawful or unrecorded fund of corpor.~te monies or other assets or mlde an~ 

false or fictitious entry on the books and records of rNET. 

3.24 Utintion Except as specified 1n Schedule 3.24 altllched hereto. there are no 

acuons. claims, suits or proceedings pending or, to Sellers' knowledge. threatened ag111ns1 or 

affecting rNET. Its officers or directors, or any of 1ts property, assetS or bus1ness, nor has ::111y 

complaint been filed against INET with any governmental agency. and Sellers know of no 

reasonable basis for the assertion of any such acuon, claim. suit or proceeding and neither INET 

not Sellers is subject to any judgment. award, order or decree or is involved m any governmental 

action or any proceeding in which relief is sought naming !NET or Sellers. whtch matcnally md 

a.dvmc:ly affecu INET in the OpcrlliOn of Its busmess or its assets or which would prevent. 

hamper or malc:e illegal !he transacUOIIl contemplatcd by the: Agreement. 



• • 3.25 Judmr:nrs. Except as set forth on Schedule 3.:!5 !NET is not a party to or subject 

to the provisions of any decree or judgment of any court having jurisdiction. of any governmental 

agency, or of any arbitrat.or. 

3.26 Absence of Ccoajn (baniles or Eys;nl5 Sjnce Dccs;mba 1 I I 997. Except as 

othCTWise disclosed on Schedule 3.26. or in any Schedules an.ached hereto, !NET has not. since 

December 3 I. 1997: 

3.26.1 luued any shares or illiY options or any other righ!S for the issue or 

purchase of shares or other securities o€. or any securities convcnible into secunttcs of 

lNET: 

3.26.2 Incurred any liability (absolute or conungent) tn excess of five thousand 

dollllrS (SS.OOO.OO) except, current liabilities incurred ut.t!cr contracts enter tnto. tn the 

ordinary course of business; 

3.26.3 Discharged or satisfied any lien or encumbrance. or pu1d any ob!tgauon 

or liability (absolute or contingent) other than current liabihucs shov.11 on lis Balance 

Sheet as of that date or current liabiliues incurred since the date of Sllid Balance Sheet 1n 

the ord.inary course of business: 

3.26.4 Declared or paid any divtdend or made any other distnbution to 11s 

stockholders or purchased any of tts stock; 

3.26.5 Reclassified its sharcs; 

3.26.6 Mongaged, pledged or subjected to any lien, claim, security Interest or 

encumbrance of any kind. any of its assets, tangible or intangible, except liens for current 

property taxes not yet due and p•yablc and those encumbrances which arise by operatton 

oflaw; 



• • 
3.26. 7 Sold, assigned, or transferred :ltly of its tangible assets or c:~t~celed :~t~y 

debts or claims (except in the ordinary course ofbusincss); 

3 .26.8 Sold, assigned or transferred any conl.rUCts, liccnsc.s, patents, trndemarks, 

lr.lde names, copyrights or other intangible assets other than in the ordinary course of 

business; 

3.26.9 Suffered any extraordinary losses or waived any rights of subst:~t~tial 

value; 

3.26.1 0 Mnde or agreed to make any changes in the compensation of any 

director. officer, or consultantmvolving compensation of more than five thousand dollars 

(SS ,OOO) per year; 

3.26.11 Made: or agrc:c:d to make any changes tn the compensation of the all or 

substantially all of employees of INET; 

3.26. 12 Incurred or agreed to incur any other non-business expenses in excess of 

five thousand dollars (SS,OOO.OO) in the aggregate; 

3.26.13 Ajvanced or agreed to ad\'ancc funds an excess of five thousand dollars 

(SS,OOO.OO) in the aggregate to nny person except in the ordinary course of business; 

3.26.14 Entered into any other li'IUlsacuon which ts material except in the 

ordinary course of business. 

3.27 Condj!jon of !NET. Other than as set forth on Schedule 3.27, since December 

31. 1997, there has not been any material .:hange in the condition, financial or otherwise. of 

INET other than changes occurring in the ordinary course of business, which chnnges occurring 
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111 the ordinary counc of business have not materially adversely a.fTccted the business. propcnaes 

or financial condition ofiNET. and since December 31. 1997. £NET and Subsadiary have C3med 

on the11 business in substantially the same manner as 11 was earned on pnor to December 31. 

1997. To the best of Sellers ' lcnow1edge. there are no condiuons exastmg wath respect to !NET's 

products, sCTVices, clients, customers. facilities, personnel or suppliers which arc known to INET 

which would materially and adversely affect the busmcss opcrutions or prospects of !NET as 

represented to Coyote in the business plan of INET presented ro Coyote (anached as Schedule 

3.27) other than such conditions as may a!fect as a whole the industry in which !NET opcnues. 

Sellers and INET have u·ed their best efforts 10 keep avai!Bble for Coyote the servaces of the 

officers, employees. and agents of !NET. It ts understood thaa INET and Sellers express no 

opamon as to political. economic, or andustry maners of general apphcauon 

3.28 Bank Ac:coums. Anached hereto ;u Schedule 3.:!8 as a hsr scmng fonh rhe nilme 

of each banlc or other financial msrituuon in whach !NET hilS an account or a S3fe deposal box 

lllld the names of all persons having authoriuuon ro dr:lw thereon or havang access thereto. 

3.29 Cb!!n&C$ in Laws or Rc&Uiauons. Sellers have no acrual kno .... ledge of any event 

or of any change in any law, regulauon or ordall.lllce (including pcndmg or threatened changes) 

wluch would m111erially and adversely a.ffcct the value of the property or bustness o""ned and 

conducted by INET. 

3.30 Condirions Affectina !NET's Businm. To the best of Sellers' knowledge. the 

execuuon of this Agreement and the consummation of the transactions contemplated hereby do 

nor and wall nor materially and adversely a.!Tect !NET's supply of ruw marcnals. extsllng 

facilities and equipment. Except as otherwise dlsclosed in this Agreement or the Schedules 

hereto, to Sclle:s' lcnowledgc. no event has occwml since December 31. 1997. and no condiuon 

exists which materially and adversely affects, now or in the immedaare future, affect !NET's 

supply of raw materials, existing facihues and eqwpmenl. 

lJ 



• • 3.31 Conflicts o(]ntcre:n. Except as specified in Schedule 3.31 anached hereto, no 

officer. director. shareholder, or family member thereof. of !NET has, whe!her directly or 

indirectly, (a) any beneficial interest in any cont:r.ICt or agreement which !NET is a pany to or by 

which it may be bound or (b) any beneficial interest in any person, finn or corporation that has 

sucl. an interest. For !he pwposes of this paragraph, there shall be disregarded any interest which 

arises solely from the ownership of less than one percent (I%) equity interest in a company 

whose stock is listed on any national securities exchange or traded in !he over-the-counter 

market. 

3.32 lnyestments of Grants. !NET is not under any liability (aetual , contingent or 

furure) to repay any invesanent or any grant made to it by any goveroroental (whe!her state or 

federal) department or agency or organization and no circumstances have arisen tn whtch any 

such body would or might be entitled to require payment of any such grant cuher tn .vhole or in 

pan. 

3.33 Joint ventures· Branches. Except as shown in Schedule 3.33, !NET IS not a party 

to nor bound by any partnership, joint venture, c"nsonium or other joint partnershtp arrangement 

or agreement or similar agrec:ment for the conduct of any business. nor does it have: any branch 

or any pennanent establishment outside the United States of America. 

3.34 Power of Anomcy. !NET has not delegated any powers under a power of 

anomcy, which remains in effect. 

3.35 Disposition of I eru;cbo!d Pmpenics. !NET has not at any time assigned or 

otherwise disposed of, any leasehold property in such a way as it retains any restdunl liability tn 

respect thereof. 

3.36 Enyjronmentnl. 
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• • 3.36.1 Except as set forth in Schedule 3.36, INET and the Shareholders. with 

respect to lNET, is and has at all times been in full compliance with all Envirorunental 

Laws governing its business, opc:rutions. properties and assets. mcludiog. without 

limitation: (i) all requirements relating to the discharge and handling of Hazardous 

Substances; {H) all requirements relating to notice, record keeping and reponing; (iii) all 

requirements relating to obtaining and maintaining Licenses (as defined herein) for the 

ownership by lNET of its properties and assets and the operation of its business as 

presently conducted or the ownership by INET; and (iv) all applicable writs. orders. 

judgments, injunctions, decrees. informational requests or demands issued pursuant to, or 

arising under, any Environmental Laws. 

3.36.2 Except as set forth in Schedule 3.36. there lli'C no (and to the knowledge 

of the Shlll'eholders and !NET. there is no) basis fer any non-compliance orders. wammg 

len.ers, notices of violation (collceuvcly "Notices"), r.hums. suits. actions. Judgments. 

penalties, fines, or administrative or judicial investigations of any narure or proceedings 

(co!leetivcly "Proceedings") pending or t~atcncd agninst or involving fNET, its 

business, operations, properties or assets. issued by MY Governmental Authonry or third 

pany with respect to any Environmental Laws or Licenses issued to !NET thereunder in 

connection with. related to or arising out of the ownership by !NET of 11s properties or 

assets or the operation of its businesses., wluch have not been resolved to the satisfaction 

of the is.suing Governmental Authoriry or third patTy in a manner that would not impose 

any obligation, burden or continuing liiabiliry on Coyote or any surviving corporation in 

the event that the transactions contemplated by this Agreement are consummated. 

3.36.3 Except as set forth in Schedule 3.36, neither !NET nor the Shllreholdcrs 

bas at an~' time Handled or Discharged, nor has it at any time allowed or arrnngcd for any 

third party to Handle or Discharge, Hazardous Substances to. at or upon: (i) any location 

other than n site lawfully pcrmin.ed to receive such HI1.Zill"dous Substances; (ii) any parcel 

of real property owned or leased at any time by !NET, except in compliance with 

applicable Environmental Laws; or (iii) any 1itc: which, pursuant to CERCLA or any 



• • sunilar state law (a) has been pl~~;ed on lhe National Prionties Ltst or tU state equiValent. 

or (b) the Environmental Protection Agency or any relevant state agency has nonfied any 

of lhe Acquired Entities lhat it has proposed or is proposing to pla~;e on the Nauonal 

Prionties List or its state cqwvalc:nt. Except as set forlh tn Sehcdulc J 36. there hu not 

occumd. nor is there presently occumng, a Discharge. or lhrcatc:ned Dtscha.rge of any 

HJIZ.IU'dous Subst.anec: on, into or directly beneath the surf~~;c of any real property owned 

or leased at any time by !NET. 

3.36.4 For purposes of this Section. the following tenns shall have the 

meanings ascn'bed 10 them below: 

"Discharge" means any manner of spilling. lenlong, dumpme. dischargmg, 

releasing, migrating or emining. as any of such tenns may funher be defined m any 

Environment.al Law, into or through any medium includtng, without hmu:~uon. ground 

water, surface water, land, soil or air. 

"Environmental uws" mellrlS all federal, state, regional. ur local starutes. laws. 

rules. regulations, codes, ordiiWlCCS, orders, plans. mjunctions. decrees. rulings. licenses 

ISSUed, or promulgated. any of wluch govern, purpon to govern or rdate to polluuon. 

protection of the environment. public health and safety. air cnusstons. "''ater duclwges, 

waste disposal, baz.ardous or toxic substances. solid or haz.utlous waste, occupational. 

beallh and safety, as any of these terms are or may be defined tn such starutes, laws. rules. 

regulations, codes, orders, ordinances, plans, imunctions. decrees, rulings. licenses. 

in.cluding, without limiwion: the Comprehensive Envtronrnental Response, 

Compensation and Liability Act of 1980, as amended by the Superfund Amendment and 

Reauthorization Act of 1986, 42 U.S.C. Section 9601, e1 S1:Q. (herein, collectively, 

"CERCLA "): the Solid Wute Disposal Act. as amended by the Resource Conservauon 

and Recovery Act of 1976 and aubscquent Hazardous and Sohd Waste Arncndmenu of 

1984, 42 U.S.C. Secoon 6901 e1 ~ (hcrcin, collectively "RCRA''); the Hazardous 

Matenals Transponation Act'');as amended, 49 U.S.C. Secoon 180 I, d KQ. (the 



• • "Hazardous Materials Transportation Act"): the Clean Water Act. as amended. 33 l.i.S.C. 

Section 1311. ~-. (the '"Clean Water Act'1: the Clean An AcL as amended ~2 t;.S.C. 

Section 7401-7642. (the '"Clean Air Acl}; the Toxic SubsW!ces Control AcL :u 

amended. IS U.S.C. Secuon 2601 ~ ~. (the "Tox1c SubsW~ces Control Actl. the 

Federal Insecticide, Fungicide. and Rodenticide Act :u amended. 7 U.S.C. Section I 36· 

136y ("FIFRA"); the Emergency Planning and Community Right-to·Know Act of 1986 

:u amended 42 U.S.C. Section I 1001, -'1 sm1. (Title m of SARA) ("EPCRA "); and the 

Occupational Safety and Health Act of 1970, as amended, 29 U.S.C. Section 651. t~ ~ 

("OSHA'). 

"Handle" means any manner of generating. accumulaung. stonng. treatmg. 

disposing of, tnnspOrting. rransfernng. labeling. h.andling, manufacrunng or us mg. :u :my 

of such items may further be defined an ~y Envtronmentnl La" 

"Hazardous Subm.nces" shall be construed broadly to include il.lly toxic or 

haz41'dous substance, material or waste, and any other contaminant, pollutant or 

constituent thereof, whether liquid, solid. semi·solid. sludge ilndlor gaseous. including 

without limitation. chemicals, compounds, by·producu. pesucides, asbestos contlllrung 

matcnals, petroleum or pwoleum producu, and polychlonnated biphenyls. the presence 

of which requires invc:snption or remediatiuo Wldcr any Envtronmental Law or wh.tch 

are listed or controlled by, under or purswntto any Envtronmental Law 

"Licenses" means, all licenses, ccmficates, permus. approvals. decrees and 

regisll'lltions required under the Environmental Laws. 

3.37 Labar. Except u set forth on Schedule 3.37, lNET 11 not a party to any union 

contract or collective bargaining &JTCCfllcnt. To itS knowledge: (i) !NET IS tn compliance m all 

material respects with all material applicable laws rc:specti.ng employment and emplo)'lllcnt 

pracuces, tams and conditions of employment and wages and hoW'J; and (ii) !NET is not 

engaged in any unfair labor practice. There is no labor stnke, dispute, slowdown nr stoppage 

l 9 



• • pending (or, to the lcnowledge of !NET. any labor strike:. dispute. slowdov.'TI or stop~ge 

threatened} which bas or posa a substantial nsk of a material adverse effect upon the condmon 

of !NET (financial or otherwise) or the results of opcranons or prospects of !NET ~o pcuuon 

for cenification bas been filed and is pending before the Nationll Labor Relauons Board w1th 

respect to any employees of !NET. 

3.38 Tracie 0xaMjntion Except as 5C1 fonb on Schedule 3 38. !NET IS not a member 

of a customer or user organization or of a trade IISSOCI&rion. 

ARTICLE JV 

REPRESENTATIONS AND WARRANTIES OF COYOTE 

Coyo1e hereby represents and warrants to Sellers liS follows. 

4.1 lnpp!JXlrnljpn· Cgrnornu: Power. Coyote is a corpo1111ion duly organiztd. vahdly 

existing and in good standing under the laws of the State of California and has full corporate 

power and authoriry to own or lease its propcnics and conduct its buSJncss as such business 1.s 

nov.· conducted. Coyote IS qualified to transact the bus1rcss 1n wh1ch 11 IS rngaged and is in good 

standing as a foreign corpo111tion in every jurisdiction in which the character of us propcny or 1ts 

ownership. leasing, liernsiog or usc of properry or uscts, or where the nature or the conduct of 

Its business, malces such qua.lification necessary. except where such f11ilurc to qualify w11l not 

have a matenll 3nd adverse effect on Coyote. 

4.2 Due Authoriuljon of Aarccmgw No ConOict wnb OJba lnstrumrnts Coyo1c 

has talcen all oeccss.vy lU1d required action to authorize, ratify and approve this Agreement, the 

consummation of the ll'1UUaCtions contemplated hereby and the perfonnancc by Coyote of a.ll the 

tcnns and conditions hereof on the pan of Coyote to be perfonned This Apemen! has been 

duly executed and delivered by duly authorized officers of Coyote and constitutes a valid and 

binding obligauon of Coyote enforceable in accordance with its tcnns and condiuons subject to 



• • applicable bankruptcy, insolvency, fraudulent conveyance. reorgaruzauon. moratonum and 

similar laws affecting creditor's rights and remedies generally and subJect. as to enforceability. to 

general principles of equity. including commercial reasonablencu. good filth and fa.~r d~ing. 

regardless of whether enforcement is sought in a proc«ding at law or an equtty. The exccunon 

and delivery of this Agreement. the consummation of the t:mnsactions contemplated hereby, and 

the fulfillment of and compliance with the terms and provisions hereof do not and will not (i) 

violate any applicable law or regulation or any provision of any judicial or adminiStrative order. 

award. judgment or decree applicable to Coyote or (ii) conflict with any of the terms. conditions 

or provisions of the Certificate or Incorporation or Bylaws of Coyote, of (iia) conn act wuh. result 

an the breach of or cunstirute a default under any mongage. indenture. agreement or other 

tnstrumentto which Coyote is a party of by which 11 is bound. 

4.3 Aytbotizatjon aod Deli yay of Sham Coyote shall cause to be del1' ered to the 

Shllleholders the number of ShlliCS of Coyote common stock requ1red under th1s Agreement All 

Shllles of Coyote common stock required to be delivered hereunder will 111 the ume of such 

delivery be: duly authorized and validly issued, fully paid and nonilSSessable. wuh all requ1s11e 

Federal. state and local transfer wes fully paid. free and clelll of all hens. pledges. 

encumbrances, claims, equities and conditio~ enforceable by llurd partieS (except to the extent. 

if any, that the Investment Leiter, hcrcinaflcr referred to. consurutes such a cond1110n) but subJect 

to the Escrow Agreement bcrcinat\er referrc:d to as to those shares deposited 10 escrow 

thcrcundcr. 

4 .4 Governmental Consen!S. Except as set fonl1 an Schedule: JA or elsewhere herem, 

no material consent, approval, or authorization of. or exemption by, or filmg w1t.h, any 

governmental or regulatory authority is required to effect the c:xccutlon. delivery. and 

performance of this Agreement or the talcing of any other action contemplated hereby. excluding. 

however, consc:r.ts, approvals, authorizations. exemptions and lihnga. 1f any. that Sellers 1s 

required to obtain or malce. 
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• • 4.5 Absence of Material [banae:s Except as set fonh tn Its huest filing Wlth the 

Sccuriues and Exchange Commission. there are no lawsurts. government procccdtngs or 

investigaJ.ions pending or threatened agAmSt Coyote wluch 1 f detmmned adverse to Coyote 

would have a material and adverse effect on Coyote. 

ARTICLE V 

COVENANTS ANQ AGREEMENTS OF SEt I F RS AND !NET PENPlNG CLOSING 

Sellers and INEI jo;'llly and severally hereby covenmt and agree wuh Coyote that: 

5.1 Accrn to Rcs;ords. From :ll1d ~er the date of !Ius Agreement through the 

Closmg Date. Sellen shall give. and shall c:1use £NET to give. to the officers. tndcpendent 

accountnnts. anomeys nnd other accredued represenumves of Coyote free and full access Jt 

rensonnble times. upon reasonable nouce, upon the premises of !NET. to (1) the propen1es, 

books, records and all documents of or relnung to !NET. including nny such records relaung to 

!NET that may be in the possession or custody of Sellen, (ii) the audit work papers illld other 

records of INET of the independent accowllnnu or £NET: and (iii) such add111onal financial and 

opcraung data IUld other information conccm~ng tile bustncss lllld propen1es of £NET as Coyote 

shall from time to time reasonably request 1n wnung, and shllll prov1de adequate copytng 

facilities; all in order that Coyote may have full opportunity to make such mvesugauon as u shall 

reasonably desire of the condition nnd afT airs of INET 

5.2 Compliance wjtb Aerccmrnw Preservation of Busmm. Sellers shall usc thei r 

best efToru through the Closing Date to (i) ca~~S>C INET and its offi cers and employees to comply 

with all applicable provisions and conditions of this Agreement. (ii) maintain adequate lines of 

credit to INEI, {iii) maintain and preserve and cause INET and its officers and employees to 

mainuun and preserve the propcnies and bus:tness of £NET with 1ts customers, employees. 

suppliers and others having business relationships with INET, and (iv) cause the business of 

£NET to be collducted diligently and only in the ordinary course. 
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• • 5.3 Conduct of Business. Sellers will usc thci.r best e!Tons, and Sellers Will cause 

!NET to usc its best effons. to conduct th= a!TIU'S so that at Closmg no rcpr=tauon or 

wamlllty of Sellers or INET will be inacc:unte in any material respect No covClUIIlt or 

agreement of Sellers will be breached and no condition in this Agreement wtll remam unfulfilled 

uy reason of the nct:ions or orrus.sions of INET or Sellers. 

5.4 Execution of Docyments, Sellers will execute and deliver, or c<~use to be 

executed and deli vc.red, such additional of funhcr transfers, assignment. endorsements and other 

mstruments as Coyote ma, reasonably request in writing for the purpose of c:IIT)'lng out th1s 

Ag.rccmenL 

5.5 lnsymnce. Through the Closmg Date. Sellers w1ll cause 11\'ET to conunue to 

c:lJT)' Its existing insurance. subject to van at ions in amount requ1rcd by the ordm:uy operJUon of 

its bus mess. 

5.6 Consents and Appmynls. lmmedintely upon the execuuon of thts Agreement. 

Sellers shall make any and all appropriate filings and shall usc its reasonable: best eiTons to 

obtain or make: at the earliest practicable date and ;n any event before: the: Closang. nil consents. 

govmunental approv<lls and filings necessary to the consummauon of the: trans<~etions 

contemplated hereby which arc necessary to be obtained or made by Sellers and !NET or wluch 

arc rC<ISOnably requested by Sellers. 

5.1 Advice of Chanllc:s. Until tlte Closing or the earlier rightful tcnnanntton of thiS 

Agreement, !NET and Sellers will immediately provide Coyote detailed wnttcn notice of any 

fact or occurrence or any pending or threatened occurnnce of which any of them obtains 

knowledge in which (i f existing and known at the d:ue of the execution oflh1s Agreement) would 

have been required to be set fonh or disclosed in or pumwJt to !Ius Agreement or any Schedule 

hereto and which (if existing and knowr at any time prior to or at the Closing) would make the 

performance by any Party of a covenant contained 10 the Agreement 1mpou1ble or malcc such 

pcrformllllcc materially more difficult than in the absence of such fact or occWTCllce or which (if 
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• • extsttng md known at the time of the Closing) would cause a condition to any Party's 

obligauons under this Agreement not to be fully sausfied. 

5.8 Best EfTons . Between the date hereof and the Clostng Date, Sellers Jhall u.se thetr 

reasonable best efforts (i) to fulfill the conditions set forth in Article VII her1:of and (ii) to cause 

the represen~ions and warranties set forth in Anicle ill hereof to remllin U\le and correct. 

Norwithstandlng the foregoing, Coyote's obligation to close hereunder shall not a.nse unless and 

until Sellers shall have fulfilled completely the conditions and obligations of Sellers contatned in 

Anicle vn and the subsections thereof. 

5.9 Confidcntjaljsy. Sellers will not. subsequent to Closing. dtselose to anyone other 

than officer, advisors or agentS of Coyote any confidential inforrnauon concemtng the b.umess. 

accounts. finance. or contractual arrangements or any other de<~ltngs or transacuon or aff:urs of 

!NET. The terms and conditions of the Agreement shall be treated as confidenaal by :~II Pa.ntes. 

except, in each case, such information may be disclosed (i) where necess31)' to lenders and to any 

reguhuory authorities or govcrrunental aaencies: (ii) if required by c•un order or decree or 

applicable law: (iii) if it is publicly available other than as the result of an unauthon:zoed 

dtselosure by Coyote; or (iv) if it is otherwise contemplated herein. 

ARTICLE VI 

COVENANTS !\NP AGREEMENtS OF COYOTE PENPING THE Cl OS[NG 

Coyote covenants and agrees that. except as otherwtse consented to tn wnung by Sellers, 

prior to the Closing: 

6.1 Consent and Appmyals. Immediately upon the execution of thts Agreement. 

Coyote shall use its reasonable best efforts to obtllin or make at the earliest pracucable date and 

in any event before th.e Closing, all consents, governmental approvals and filtngs necessary to the 

consummation of the l.niJISaetions contemplated hereby which an: necess31)' to be oblllined or 

made by Coyote or which an: reasonably rcq'olestcd by Sellers. 
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• • 
6.2 Full Djsclosun;. Until the ClosJDg. Coyote shall. upon wnnen request. pro,•tde 

Sellers. Its officers, counsel, agents and other authorized represcntauves wtth such mformauon 

and docwnentation concerning Coyote as m.ay be reasonably neccuary for Sellers to venfy 

performance of and compliance with Coyo1e's represcnUI.tions, warranties, covenants and 

condiuons herein contained. 

6.3 Confidentiality. Unless and unti I the transactions contemplated hereby have been 

consummated or this Agreement is terminated pursuant to the terms conwned herem. Coyote: 

shall , and shall cause its officers, counsel, agents and other authonzed rcprc:scntauves and 

affihated panics to, hold in stnct confidence, and not disclose to an)' other person or usc 1n any 

way except in connection wtth the transacuons contemplated hereby. wtthout the pnor wnnen 

consent of Sellers, any mformation obtamed !Tom Sellers 1n connection w11h the transacuons 

contemplated by this Agreement. except such mformation may be <itsclosed (1) "here necessary 

to lenders and to any regulatory authorities or governmental agencies; (ii ) if requtred by coun 

order or decree or applicable law: (iii) if 11 is publicly available: other thDJ1 as the result of an 

unauthorized disclosure by Coyote: or (iv) if it is otherwise contemplated herem. 

6 . .1 Bat ElTon$. Berween the date hereof and the Closmg Date, Coyote sh:lll usc tts 

re:uooable best efforts (i) to fulfill the condiuons set forth in Article Vlll hereof and (ii) to cause 

the represcnUI.Uons and warranties set forth in Anicle IV hereof to remDJn true and correct. 

6.S Ady•cc: of Chanaa. Unul the Closmg or the earlier nghtful termmauon of the 

Agreement. Coyote will immediQ.lely provtde Sellers and !NET deuuled wnuen nouce of any 

fact or occurrence or llllY pending or threatened occurrence of which 11 obwns knowledge wluch 

(tfextsung and lcnown at the date of the execution of this Agreement) would have been requtrcd 

to be set forth or disclosed in or piU'S\W11 to the Agreement or any Schedule hereto 1111d wh1ch (t f 

extsung and known at any lime prior to or at the Closing) would make the perform1111cc by MY 

pasty of a covenant contained in this Agreement impossible or make: such performance materially 

more difficult !han in the absence of such fact or occurrence or which (if ex1111ng 1111d know at the 

,.. .. , .. 6 616191 H 



• • ume of the Closing) would cause a condiuon to any pany's obligation under thu Agreement not 

to be fully sa!Ufied. 

ARTICLE VD 

CONQ!IlONS PRECEQENT TO OBl iGATIONS OF COYOTE TO CLOSE 

Al l obligations of Coyote under this Agreement are subject to the fulfillment, pnor to or 

at the Closing, of all of the conditions pr«edcnt set forth below. If Coyote 10 tlS rc:asonablc 

JUdgment believes that Sellers are not 10 compliance, or are not likely to be m compliance '>'1th 

any of the following conditions, Coyote shall promptly notify Sellers in wnung and gtve Sellers 

five (S) business days to cure such non-comphiUlce. 

7.1 Sntjsfnctjon of Coyote's Counsel. All acuons. procccdmgs. mmumcms. opmtons 

and all other re lated legal mancrs. shall be satisfied 10 form and subst311Cc to Counsel for Coyote 

in the exercise of reasonable judgment. 

7.2 Representations 3,nd Warmrutcs. All representations and warr31lues of Sellers or 

!NET contained in this Agreement shall be accurate tn all matcnal respects when made and 10 

addition wll be accunuc in all matcnal respects as of the Closing as though such rcpresentallons 

and W81f31lties were then made in exactly the same language by Sellers and, except as othcrwtse 

set forth herein, regardless of knowledge or laclc thereof on the pan of Sellers. Coyote shall h~ve 

received :1 centficate signed by the Chief Executive Officer and the Chtc:f F10wtctnl Officer of 

IN'ET and on behalf of Sellers by , dated 

the Closmg Date substanti:.Uy in the form of Schedule 7.2 

7.3 Pcrfoanancr by Sellen. Sellers shall have performed 3lld comphed mall matcnal 

respects with each and every covCI'Wlt, agreement Wid condition required by the Agreement to be 

performed or complic.d with by them prior to or on the Closing Date. 



• • 7.4 Continuation of Employees. All o f the employees set forth on Schedule 7.4 shall 

have agreed to continue in the employ of INET (or tillY successor to the assets and business of 

INEn upon such terms and conditions as shall be satisfactory to Coyote. 

7.S Aaic!s;s of lncorpqratjon Md Bylaws. Sellers shall have delivered to Coyote a 

copy of the Ankles of lncorporation and a Certifi cate of Good 'itanding for I NET. cemfied by 

the Secretary of State of California not more than five (S) days prior to the Closing Date. and a 

copy ofiNET's Bylaws, certified by the Secretary o f INET as of the Closing Date. 

7.6 (4ljnjon of Seller's Counsel. Sellers shall have delivered to Coyote an opmion of 

counsel to Sellers. dated the Closing Date, s:u.isfactory in form and substance to Coyote and us 

counsel. to the effect that 

7.6.1 Sellers and !NET. respectively. have all requisne power anc. authonty tO 

execute and deliver this Agreement an.d to consummate the transacuons c<>ntemplated 

hereby to be performed by them. 

7.6.2 This Agreement has been duly authori1.ed. executed and delivered by 

Sellers and INET and. assuming due authorization. execution and delivery by Coyote, is 

the legal, valid and binding obligation of Sellers cnfoR:eable against Sellers in accordance 

with its terms, subject to npplicable bankruptcy, insolvency, fraud ulent conveyance, 

rcorganiution, moratorium and similar laws affecting creditors' rights and remedies 

generally and subject, as to enfoR:eability, to general principles of equity, mcluding 

commercial reaso.nableness, good faith and fiUT dellling, regQTdless of whether 

enfoR:emcnt is sought in a proceeding at law or in equity. 

7.6.3 No consent, approval or authorization of any governmental or regula.tory 

authority is required in coMection with the execution and delivery by Sellers of this 

Agreement or the consummation by Sellers of the transaction contemplated hereby to be 

pe.rformcd by k other than such as may have been obtained. 

J7 



• • 
7.6.4 All of the 1ssued and ou!SWiding !NET Stock lw been validly issued. is 

fully paid aDd nonassessable and IS regtstered m the stock regtster of !NET m the: name: of 

Sellers. 

7.6.5 The offer, lr.lnSfer and sale: of the shares of lNET to Coyote do not 

require registration under the Securities Act of 1933 and there exists an applicnble 

exemption from the regisuution requirc:ments of the Securities Act of 1933. 

In rendering such opinion. such counsel may rely to the: extent such rehancc: 1s 

reasonable (i) as to factual matters upon cent fic:11es and other documents furmshed b~· I~'ET or 

Sellers, by officers or directors of e1ther Sellers or !NET or by govc:mmental offic1al: (li) 

op1ruons of local counsel. and (iii) upon such other documents and mform3110n as suc:h counsel 

may deem appropriate and reasonable as a basis for such opmion Such opinton may be hmned 

to the laws of the State of Califomi11, federal laws of the United States and contain customary 

qualifications and exceptions. 

7. 7 Sprjsfllctjon ofFcdml State Md I oca! Tax I jabilil)'. Sellers shallluve delivered 

to Coyote such documentation as Coyote shall reasonably require to ev1dc:nce that !NET has 

made all payments due at or before the Closing Date with respect to any applicable federal. st.lle 

and !oral UlXes. 

7.8 Lcaal Actions. There shall not have been instituted or threlltencd any legal 

proceeding relating to or seeking to prohibit or otherwise challenge consummauon of 

lr.lnSactions contemplated by this Agreement or to obtain substanual damages wath respect 

thereto. 

7.9 Other Con'iQ'lts or lnform:ujon Needed. Sellers shall have obtamed and pronded 

to Coyote, at or prior to the Closing. all the consents for the agreements set fonh on Schedule 7.9 

m addation to those required for the consummation of the lr.lnSactions contemplated by this 

_ j 



• • Agreement from any pany to any contra.ct. agreement. insttument. lease, license, llmlllgc:ment. or 

undc:rsWiding to which any of them or any subsidiary is a pany or to wluch any of thetr 

rc:spec:tive business properties or assets are subject. 

7.10 ClosinK Documrnts. Sellen shall have delivered to Coyote at Closing all of the 

Documents set forth in Section 9.1 and such other documents a.s Coyote may reasonably request 

in writing at least two business days prior to Closing. 

7.11 ReiCIISC$. Coyote shall have received releases, which sha.JI be: satisfactory in form 

and substance to counsel for Coyote in the exercise of its reasonable judgment, from the 

following: 

7.11.1 lndi vi duals 

(a) Julia Panama 

(b) Helene Legendre 

(c) Genevieve Gombert 

(d) Claude Buchen 

(e) Scon Nauen 

7.11.1 Corponuions 

(a) Rec:etvables Funding Corporation under the W:JJT1111t Agreement 

dated February 13. 1996 or any other agreement or instruments convertible into 

cqu:ry. 

7.11.3 Schedule of Debt 

(a) Short Term Loan· Ma...-ter Communicat.ions 

(b) Short Term Loan· Julia Panama 

(c) Sbort Term Loan· Claude Buchert 

(d) Short Term Loan · Helene Legendre 

(c) Sbort Term Loan- Genevieve Gombert 

Jt 

Sl5.000.00 

S60,388.76 

S(26,752.24) 

SI0,903.82 

S41,788.00 



• • (f) Short Term Loan- Gilcrest 597.200.00 

(g) Accrued Interest ShortT enn Loan 543.:!39.90 

Subtotal S24 1. 768.:!-1 

7.12 ClosinK Cqtj6cnu:. Coyote shall have received a cemfic3te dated the Closing 

Date and signed by officers ofiNET and Sellers certifying, as appropnate. the satisfaction of the 

conditions set forth in this Article VD. 

7.13 Subscription Aa;n:cmcnL Coyote shall have received from each Seller signed 

subscription agreements attached :.creto as Exhibit D ("Subscription Agreement") :u1d such other 

documents as Coyote may reasonably request 10 coMection thcrewtth. 

ARTIClE VIII 

CONP!TION PRECEDENT TO OBliGATIONS OF SE! I ERS TO CLOSE 

All obligations of Sellers under this Agreement are, nt Sellers· option. subJeCt to the 

fulfillment. prior to or at the Closing, of the conditions precedent that all actions. proceedmgs. 

mstrument. opinions and documents requared to c:ury out this Afreement or ancadent thereto. 41ld 

all other related legaJ maners, shall be satisfactory 1n forn 41ld substnnce to counsel for Sellers. 

If Sellers, in its reasonable judgment. believes that Coyote i.s not in complinnce or as not likely to 

be 1n compliance with the following conditions. Sellers shall promptly notify Coyote m wnting 

five (S) business days to cun: such non-compliance. 

8.1 Sntjsfactjon of Sellers' Counsel. All actions. proceedings. instrument$, opmaons 

and all other related legal maners, shall be satisfactory in form and subsl41lce to counsel for 

Sellers in the exercise ofits reasonable judgment. 

8.2 Rcprc:scntarions and W!llTintja True. The representations and warranties 

contained in Article fV hereof and in all cMificates delivered by Coyote to Sellers pursuant 

hereto or in coMection with the t.nllUactions contemplated hereby shall be true nod accur:ue as of 



• • the date when made and shall be deemed to be made again a1 and a.s of the closing Date and shall 

then be true and accurate in all material respects. INET shall nave re«tved a ccntfic::ue signed by 

the Controller of Coyote dated the: Clos10g Date substanna.lly 10 the form of Schedule 7.2. 

8.3 Performance of Covenant$. Coyote shall have per(ormed and complied m all 

material respects, with each and every covenant, agreement and condition reqwred by tlus 

Agreement to be performed or complied with by it prior to or on the Closing Date. 

8.4 No Govr:mmcntal or O!hcr On!a . No order of any coun or admtmstrauve .1gency 

shall be in efTcct, which IU1nins or prohibtts the ITlU!Sacrions contc:mphuc:d hereby. 

8.5 Qpjnjon of Coyote's Counsel. Coyote shall have dehvered to Sellers an optmon 

of counsel to Coyote, dated the: Closing Date. 1n a form satisfactory to Seller and Its counsel, to 

the efTect that: 

8.5.1 Coyote has all requis11e corporate power and authonty to execute and 

deliver this Agreement and t.o consummate the transactions contemplated hereby to be 

per(ormed by it 

8.5.2 This Agreement has been duly authonzcd. executed and delivered by 

Coyote and, assuming due authonz:ation. execution and dehvery by Sellers and !NET, ts 

the leg&!, valid and bmding obligauon or Coyote: enforceable against it in accordance with 

itS tenus, subject to applicable bankruptcy, insolvency fraudulent conveyance, 

reorganization. moratorium and similar laws affecting creditors' nghts and remedies 

generally and subject, as to enforccabiliry, to general pnnciples of equuy, including 

commercial n:asonablcnc:ss, good faith and fair dea.ling, regardlcu of whether 

enforcement is sought in a proceeding at law or 10 equiry. 

8.5.3 No consent, &pprova.l or authoriz.ation of any governmental or regulatory 

authonry is required in COMection With the execution and dehvery by Coyote of tlus 
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• • Agreement or the consummation by Coyote of the transactions contemplated hereby to be 

perfonned by them other than such as may have been obtained. 

8.5.4 The Shares of Coyote being issued pursuant 10 this Agreement will be 

duly authorized and validly issued and arc fully paid and non·assessable. 

In rendering such opinion, such counsel may rely to the extent such reliance 1s 

reasonable (i) as to factual maners upon certi ficates and other documents furnished by 

Coyote, by officers or directors of Coyote or by governmental official; (ii) opinions of 

local counsel, and (iii) upon such other documents and infonnation as such counsel may 

deem appropriate and reasonable as a basis for such opinion. Such opiruon may a!SQ be 

limited to the federal laws of the United S!lltes and the law of the Stale of Califomm and 

contain customary quali ficntions and exceptions. 

8.6 Closine Cc:rtificate. Sellers sba.ll have rcce1ved a certific.ate dated the Closing 

Date and signed by officers of Coyote certifying as appropriate as 10 the satisfacuon of the 

conditions set forth in this Article VUI 

8. 7 Lcaal Actions. There shall not bave been instituted or threatened any legal 

proceeding relating to or seeking to prohibit or otherwise challenge consummation of 

transactions contemplated by the Agreement or to obtain substantia.! cbmages with respect 

thereto. 

ARTICLE IX 

DOCUMENTS TO BE DE! IVEREP AT CLOSrNG 

9.1 DQQimc:nt$ (o be Oc:!iyercd by S• !lea.. AI or prior to the Closing. Sellers shnll 

deliver, or cause to be delivered, the following: 

M<f111 66/6191 



• • 9.1.1 Share cerulic:ues :u~d tranSfer forms for the CapiUIJ Stock 

9.1.2 Minute Books of !NET. 

9.1.3 Bylaws of INET. 

9.1.4 Stock Ledgers lltld Stock Tnuufer Books of !NET. 

9.1.5 A certificate dated as of the Closc'lg Date signed by 

--------------· certifying that the condmons set forth m 

Sections 7.2 md 7.3 have bttn sausfied 

9.1.6 The opmcon of counsc:l called for an Sc:1:uon ~ () 

9.1. 7 A lener of direction from Sellers regarding dirccuon for pnymcnt of the 

Closing Cash of the Purchue Price. 

9.1.8 fNET Secretary's Cenificatc 111d a ccnlfic3le copy of the Ce!11fic3tc of 

Incorporation of !NET. 

9. I .9 Copies of the resolutions of the board of dncctors of INET wath respect 

to their authority to enter into :utd consummate the trunsactions contemplated hereunder 

9.1.1 0 The rclen.ses called for by Section 7. 11. 

9.1.1 I Ex«uted Subscnpuon Agreernent5 called form S«uon 7.13 

9.2 Docymm ts to be IX!jvered by Coyote At or prior to the Closmg, Coyote shall 

dehvcr, or cause to be deliven:d. the following: 

• J 



Date: 

• • 9.2.1 Evidence of the wire trmsfer. 

9.2.2 Evidence of the c:sW>Iishment of the Escrow Account 

9.2.3 The opinion of counsel provided for in Section B.S. 

9.2.4 A copy of the resolutions of the board of directors of Coyote with 

respect to its authority to enter into and consummate the trmsactions contemplated 

hereunder. 

9.2.5 A Certificate dated as of the Closmg D<ue Signed by Ch1ef Fmanc1al 

Officer of Coyote cc:rt1fylng that the condiuons set forth m Sccuons 9::! 3lld 9 3 ha,•e 

been satisfied. 

ARTICLE X 

TERMINATION 

I 0.1 Imnination. This Agreement may be terminated 111 3llY umc: pnor to the Closing 

I 0.1.1 by mu!Ual consent of the parties: 

10.1.2 by a.ny Party if the Closing has not been held on or before June 30. 1998. 

bccatue the cond.iuons in Articles VU and VW have not been sat1afied, subJect to the 

terms of this Article Xl, by giving written notice to the other Parties, prov1ded that the 

failure to close is not due to the willful breach or delay of the Party seelung to tmnina1e 

this Agreement; 
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• • 10.1.3 by either Sellers, on the one hand. or Coyote. on the: other hand, 1fthc:re 

has been a material misrepruenwion of malerial breach on the pan of the other P31l)' m 

the represent:u1ons. warrannes. or covenants set forth in this Allfeement wh1ch IS not 

cured Within five (5) business days after such other pany has been notified of the mtc:m to 

terrmnate t.l>is Agreement pursuant to this clause I 0.1.3: or 

I 0.1.4 by Coyote with two (2) business days after Coyote has r«cived notice 

under Article S of a supplement or amendment to any Schedule whtch has disclosed any 

material adverse change in the financial condnion. assets. propcn.es or busmess of 

Sellers. 

10.2 Eff«t ofic:nnimujon. In the event oft:rminat1on ofth1s Agreemem as expressly 

permmed under Section I 0.1 hereof. tlus Agreement. except for the obhg:mons of the P:1t11es 

contained in th1s Section I 0.2 and in Section 6.3, I 0.1, 11.2 and 11 .3. each of wh1ch shall sumvc: 

and be a continuing obligation. shall forthwith become: void and there shall be no liability on the 

pan of any pl\11)' hereto or any of their respective ofliccrs. directors, or aflih,ues. In the event of 

teiTOIOation hereunder Coyote shall return promptly to Sellers or certify to Sellers that 11 has 

destroyed all documents, worlc papers and other material of Sellers furrushed or made a,·a1lable 

to Coyote or Its representatives or agents. and all copies thereof. and agrees that no mformation 

r«etved from Sellers or INET or the1r respective: represc:ntatJves or agents shall be: revealed by 

Coyote of its representatives or agents 10 any tlurd pany or used for the: advantage: of Coyote or 

any other person. 

I 0.3 Extension· Wajycr. At any time: prior to the: Closmg Date:, c1ther Sellers, on the 

one hand, or Coyote, on the other hand, may: (i) extend the time for the performance of any of 

the obligations of other acts of the other Pany hc:reto: (ii) waive any inaccuracies 1n the 

representations and warranties of the other Pany hereto contained herein or in any document 

delivered pursuant hm:to; (iii) waive: comphance with any of the agreements of cond1t1ons of or 

relating to another Party contained herein. Any agreement on the pan of a Pany hc:reto to any 

such extension or waiver shall be valid if set forth in any instrument in writing s1gned on behalf 



• • of such Party. The waiver by aoy Party hereto of a breach of this Agreement shall not operate c• 

be construed as 11 waiver of aoy subsequent breac.h. 



• • ARTICLE XI 

OTHER AGREEMENTS AND COYENANTS 

II. I Fees nnd flij!CllKS. Sellm shall bear all expenses mcWTCd by the Sellm and 

INET shall bear no expenses in connection hc:rew~th. Coyote shall bear its own fees and 

expenses incWTCd in connection herewith. 

11.2 Sellers' lndemnificotjon. Except liS othCTWise prov1ded in Sccuon 11.5, from and 

after the Closing, Sellm hereby agree to indemnify Coyote and INET. nnd :lilY successor to the 

business or assetS of Coyote and INET. and hold them harmless from :llld m respect of :Ill)' loss. 

liability. damages. deficienc:1es. costS or expenses accruing from or resulung b) rc.\SOn of :Ill} 

breach of any of the nepresenWIOns, warnnues. covenantS or JgrcernentS made or 10 be 

performed by Sellers or INET pursuant to th1s Agreement or from :lily mlsrepresentJuons 1n. or 

from :lilY instrument furnished or to be furnished hereunder. Sellers shall mdcmm fy :llld hold 

harmless Coyote :md INET, ond ony successor t.o the business of Coyote or INET. from all sui ts, 

actions. proceedings, dernonds, assessments, judgments, coSIS, reli.Sonable anomeyf fees Md 

expenses mc:identnlto ony of the foregomg. Coyote or 1NET shall noufy Sellers 10 wnung of the 

existence of :lilY matter to which the obhgauons set forth in this Section II 2 shall npply, m the 

mnnner specified in Section 11 .4 hereof which shall set forth the nmount of the mdemn11y claim 

to be paid to Coyote. if lcno"''ll to Coyote Scllm agree to pay to Coyote the nmount of the 

mdemniry claim within ten (10) days of receipt of Coyote's notice. or Sellers shall dispute liS 

obligation to pay such nmount in full to Coyote by senmg forth the bli.SIS of liS obJecuon 1n a 

wnllen notice to Coyote with in such len (10) busmess day penod. If the nmount IS agreed to 

ond not timely paid, or is not timely disputed, Coyote may obtain payment for such cla1m by a 

drow aglllnst the Escrow. The Parties specifically ngrec that. subject to the provu1ons of Secuon 

II .S, the indemnification provided herein shall apply acGOrding to 1ts terms regardless of the 

materiality or lack thereof with respect to ony claim Coyote may have pursuant to the mdemnity 

provided therein, without lim1ting the genc:nality of the forc:gomg 



• • 11.2.1 From and after lhe Closing, but subJect to the lumWJons 

set forth elsewhere 111 this Section II. Sellen shall indemnify and hold Coyote and !NET 

harmless form and against any loss. liability, expense (including 1ts reasonable attorneys' 

fees) of other damage incurred based upon or caused by or ansmg out of the usc. storage 

or disposal of any hazardous material in the course of canymg on the busaness of !NET 

up to and including the Closing Date. 

11 .2.2 Sellers hereby agree to indemnify and hold Coyote and 

!NET and their respective officers and directors hamtless from and against any and all 

other liabilities. obligations, lo•ses, damages, pcm.lties, acuons, judgments. SUits, costs. 

expenses or disbursements of any !CJnd or nature whatsoever (includmg. "lthout 

limlllllion. re:uonablc fees and disbunc:ments of counsel) wh1th may be mcurrcd by or 

a.sscned asainsl Coyote or !NeT ansing out of or in coMectton w1th any mvesugauon. 

litigation of proceeding related to the atGUISilion of !NET. 

II 2.3 Sellers hereby agree to indemnify and hold Coyote and 

!NET harmless from and against any churns arismg out of or related to the employment 

and termination of any executive of !NET whose employment was tcnnmatcd by !NET 

pnor to the Closing Date. 

11.3 Coyote's lndcmnjficarion Coyote hereby agrees to mdemnify Sellers and hold 

them harmless from and m respect of any loss, liability. damages or detitlentles. costs or 

expenses accruing from or resulting by reason of any breach of any of the representations. 

warranties. covenants or agrc:emenu made or to be performed by Coyote pursU311t to thJS 

Agreement or from any miarc:pn:senuuions tJl, or from any mstrument fum1shcd or to be 

furnished hereunder. Sellers shall notify Coyote in writing in accordance w1th Section II. 7 

herein of the existence of any matter lO which tb..ts indemnification obligauon shall apply. 

11 .4 OJey to Defend. The liability of Sellers lO indCTMify Coyote or !NET agrunst 31ly 

claams or liabilities asserted them pursiWlt to Section 11.2 hereof shaJI be conditioned upon the 



• • gwmg of written notice, by certified or regiJtcrcd mail, by Coyote or INET. it.s asstgns or 

successors. to SeUcrs as provided herem. of the asseruon of any such elaun or habtlity. wnlun a 

reasonable period from the receipt thereof by Coyote or !NET. Promptly, after rcc~pt of such 

not1ce (Md 10 MY event within applicable periods p~.ribed by law and coun rules and 

regulations}, SeUcrs may either. at its option, compromise (without the wntten consent of Coyote 

or INET if on I) money damages are in issue. and otherwise subject to the pnor written consent of 

Coyote or !NET. such cortsent not to be unreasonably withheld) or defend such chum or liability 

by counsel of Sellers' own choosing. at Sellers' own expense. If the defense of such matter is 

tendered to Sellers by the notice set forth above and Sellers decline or otherwise fatl to (i) 

promptly pay or settle the same or (ii) VIgorously Investigate Md defend the same, Coyote or 

INET may 10Vestigat.e and defend the same and Sellers will retmburse Coyote or I'NET for ~I 

Judgments. settlement pllyments, costs Md reasonable expenses. 10clud10!! reasonable :utomeys· 

fees as mcum:d. m connection therew1th. In the event Coyote or INET shall rece1ve a nou~c: of 

1nvcsugauon or audit from the U.S. Internal Revenue Service or other taxtng authonty. wh1ch 

mvestigauon or audit includes or pen;uns to My period of time pnor tO the Clos1ng. then Coyote 

or INET shall send writt~ notic~ of Sllch notice of investigation or audit to Scllm wnhm tc:n 

(I 0) days of receipt thereof. Sellers shall have the right to panic1pate m. but not control, such 

10vesugation or audiL 

II.S Mjpjmum Cor !pdcmpo6el!top. No cl;ums dlall be made for mdernmfiCliUon 

Wider Section 11.2 or 11.3 or for breach of any representation. warranty or covenant Wllcss and 

Wltil. in the aggregate, the amoUllt of such claims exceeds one hWldred thousand dollars 

(S I 00.000.00) and then only to the extent such chums 10 the aggregate exceed one hundred 

thousand dollars (S I 00.000.00) prov1dcd, however. that no amoUllt greater than the Purchase 

Pnce may be recovered by either party from the other pursuant to tlus Sccuon II . 

11.6 Othg Riahu and Bcmcdi= Not Affected. Except to the extent hnuted by Sccuon 

II S. the indemnification rigbt.s of Coyote or INET Wider this Miele Xllll'e mdependcnt of and 

tn addition to such right.s lllld remedies as Coyote or !NET may have at law or 10 cquJty or 

othetWise for any misrepresentation, breach or wlll'ranty or failure to fulfill any agreement or 

Maaa•<>~~l ., 
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• • covenant hereunder on the pan of the Seller. 10cluding without lurut.auon the nght to seek 

specific perfonnance. rescission or resuruuon. none ofwluch nghts or remedies shall be affcxted 

or diminished hereby. 

11.7 NP Solicitation of Hjrinz Sellers agree that after the dnte hereof. they wtll not 

solicit for employment or employ or in any other fashion hire persons who nre employees of 

!NET on the date hereof for a period ending two (2) years after the Clos10g. unless such persons 

have been discharged by !NET. 

11.8 Covenant not to Compete. ;be PD.rties acknowledge tlus is a trnrufcr of all captt3l 

shares of !NET stock held by the Sellers :~nd that the Sellers fall w11h10 the excepuon. pm' tded 

by CaJifomia Code. to the general rule IOValtdaung non·compcte agreements :~nd except as 

provtded herem. Sellers will not. for a penod of three 13) years from and after the Closmg Date, 

dtrectly or 10directly. own. mannge. ope.rate. finance. JOtn. control or pD.rttctpatc 10 the owncrshtp. 

management. operotion. financing or control of. or be connected 10 any matenal way as panncr, 

pnnctpnl. agent. representative. consultant or othcrwtse wuh. or usc or pcnnlt the~r names to be 

used in conncxuon wtth. that pan or any business or enterprise c:nga(led 10 a business compellll\ e 

10 11'1TI . In the event that the provtstons of thts Scxuon 11 .8 should ever be deemed to exceed 

the tunc. geographic. product or other lunttauons pennuted by applicable law 10 :~ny JUOsdtcuon. 

then such provision shall be deemed refonned 10 such jurisdicuon to the miiXtmum umc. 

geographic, product, or other limitation pennined by applicable. Sellers spectlically 

acknowledge and agree that the foregoing res111c11ons are reasonable and necessary to protest the 

legttimate interests of Coyote, thai Coyote would not have entered toto thts Agreement 10 the 

absence of such restrictions. that any violauon of such restncuons Will result tn Irreparable IDJury 

to Coyote, that the remedy at law for any breach of the forcgorng rcstllcttons wall be madequnte, 

and that, in the event of any such bruch, Coyote. in addition to any other relief available to 11, 

shall be entitled to temporary :~nd pennanc:nt injunctive relief without the necessity of provmg 

acrual damages. Sellers fu.nher specificnlly aclcnowledge and agree that Coyote shall be c:nmlcd 

to an equitable accounting of all earnings. profits and other benefits D.rtsing from any such 

breach. and further agrees to pay the reasonable legal fees. COSts and expenses incurred by 



• • Coyote or any suceessor of permined ~Wign thereof in enforcing lhe resuictions contamed m tlus 

Section II . 

ARTICLEXll 

GENERAL PROY!S!ONS 

12.1 Survival. The repruc:ntations, wamutt.ies, covenants and agreements cont:uned m 

or made pursuant to this Agreement by Sellers shall survive the Closing dllte for a penod of 

eighteen (I g) months irrespective of any mvcstigation made by or on behalf of Coyote The 

decis1on of Coyote to complete the Closing anc! the delivery of the Purchase Pnce shall not be 

deemed to be a waiver of Coyotes' rights hereunder. 

12.2 CountC!llans. This Agreement may be executed an any number of counterparts. 

and any pany hereto may execute any such counter pan, each of which when executed and 

delivered shall be deemed to be an original. and all of which counterparts taken together shnll 

constitute but one and the same instrument. This Agreement shall become banding when one or 

more counterparts taken together shall have been fully executed and delivered by the parties. h 

shall not be necessary in making proof of this Agreement or MY counterpan hereof to produce or 

account for MY of the other fully executed counterparts. 

12.3 Sucs;¢$$Qrs and Assiens. The nghts and obligations of Seiicrs under lhis 

Agreement shall not be assignable w1thout the wrinen consent of Coyote. The rights and 

obligations of Coyote hereunder shall not be assignable without the wnnen consent of Sellers 

except to MY enuty controlling, controlled by or under common control w1th Coyote. Subject to 

the foregoing limitation on assignment, the provisions of this Agreement shall be bmdmg upon 

and inure lO lhe benefit of the parties bema and their respective successors and permined 

ass1gns. Nolhing herein expressed of implied as intended to confer upon any person, other than 

the parties hereto or named berein and their respective successors or permitted liSS1gns, any nght. 

remedy, obligation or liability under or by reason of the Agreement 

MC1JU.6/61'91 ~· 
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12.4 Fjodm . Each patty hereto represents and warrants to the other that tt has lwl no 

dC4ling with any broker or finder 10 connection wtth the tr.li\SaCUons contemplated by the 

Agreement except for Mr. Scon Nauert on behalf of the Sellers and that Sellers shall pay all fees 

and expertseS incWTCd by it with respect to such broker or finder in connection wtth the 

tronsacnons cont.c:rnplated herein. 

12.S Attorney's Em. In the event suit is brought to enforce or interpret any part of 

tlus Agreement or the rights or obligations of any pany to this Agreement, the prevailing party 

shall be entitled to recover IS .an clement of such pany's cost of suit, and not IS dam11ges. a 

~ruble anomey's fee t.o be fiXed by the coun. The prevailing party sholl be the party who 1s 

entitled to recover his costs of SUit whether or not the sun proceeds to final JUdgment .A.. party 

not enutled to recover his costs shall not recover attorney's fees. No sum for auomey's f~:es shall 

be counted in calculating the amount of the JUdgment for purposes of determtntng whether a 

party is entitled to recover his costs or anorney's fees. 

12.6 Entin: Aitt"J!cnt The Agreement constitutes and cont;uns the enttrc and only 

agreement between the Parties concernmg the subJect matter hereof and supersedes ;md cancels 

any and all pre-existing agrec:rnents and understandings between the Part1es rclaung to the 

subJect maner hereof. 

12.7 Amcndmc:ms. This Agreement may be amended only by a wntten instrument 

executed by or on behalf of each of the Parties hereto. 

12.8 Notices. Any notice, request or other document to be given hereunder to a Party 

shall be in writing and delivered pcnonaJiy or sent by registered or cct11fied mail, posugc 

prepaid, addressed to such Pany u follows: 



• • If to SeUcrs: 

Copy LO: 

If to INET: 

or 10 such other address as Sellers or INET, as the case may be, may from time to ume 

designate by written notice 10 Coyote. 

SeUcrs. 

If to Coyote: 

Mr. Daniel Latham 
President 
Coyote Technologies, LLC 
4360 Park Terrace Drive 
Westlake Village, CA 9136 

Copy to: 

Joseph E. Carpenter, Jr .. PA 
6682 NW t6• Tcrruce 
Ft. Lauderdale, FL 33309 

or such other adc1rea5 as Coyote may from time to time designate: by wriuen notice to 

12.9 Qoycrnjn11 l.aw. This Agrec:rncnt shall be governed by, and construed in 

accordance with, !he laws of !he State ofCalifomiL 

,, 
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12.10 Pm~UBPh Aniclc and Ss:s:rion Hr;ulina The paragraph. article md sccuon 

beadings used herein arc for converuence of reference only and arc not a part of tlus Agreement 

and shall not be used as such. 

12.11 Schedules and Recitals. The recitals and schedules atlllChcd hereto arc made a 

pan of Ibis Agreement as iJ fully included in the teXt hereof. 

IN WITNESS WHEREOF, the Parties have executed this Agreement as of the date and 

year first above wrinen. 

Interactive Network Systems. Inc 

By: _ ________ _ 

Date· - - - ---------

Claude Buchen 

By: 
Date: ______ _ ___ _ _ 

Helene Legendre 

By: _________ _ 

Date:. ___________ _ 

Coyote Network Systems, Inc. 

By:. _ _________ _ 

Date: _ ____________ _ 
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• EXHIBIT A 

PLAN O F MERGER 
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• • EXHIBIT 8 

EARN OUT AGREEMENT 



• EXHIBIT C 

ESCBOW AGREEMENT 
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• • EXBIIBIT 0 

SlffiSCRIPIION AGREEMENT 
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EXHIBITB 
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COYOTE NETWORK SYSTEMS, INC. AND SUBSIDIARIES 

Condensed Consolid:~ted B2bnce Sheet 

Current~ts 

c~h and c~h equiv.Uenu 
Muket~ble securities 
Receiw.bles 
Inventories 
Net ~ts of dUcontinued opentions 
Other current ~seu 

Tot:U current ~tS 

Property and eqwpm.ent 
lnu.ngible ~setS 
Net ~sets of discontinued opentions 
Other~ts 

(In Thousands) 

Li:~bilities and Sh:~rcholdc:rs' Equity 
Current li:abiliries 

Accounts payable 
Accrued liabiLties 
Accrued common stock conversion expense 
Accrued common stock warrant expense 
Current portion of long-term debt 

Tot:U current liabilities 

11.25% subordinated debentures, due 2002 
8.0% convertible notes, due 2000 
Other liabilities 

Shareholders' equity 
Preferred stoc.k · S.Ol par v.Uue 
Common stoc.k · S 1 par v.alue 
Additional p:Ud-in upital 
Accumul:ated deficit 
Uore:alized Ooss) on muk-:uble securities 
T re~ury stoc.k 

Tot~l Stureholders' equity 

December 31, 
!997 

(U nJudited) 

s 6,795 
I, !8C 

999 
3,298 

_ill 
13,!85 

1,672 
>,595 
), 11.1 
Z,94fi 

s ~4,m 

s 1,635 
1,227 
5.5.2.2 

494 

--'..:!.1 
'J,: 19 

1,676 
s.::co 

513 

8,81 6 
84,847 

(7?,HI) 
(18C) 

!~.7~7} 

~.m 

s i"~~~~ 

M:uch J!, 
1997 

s 81 

4,594 
2,937 

893 

...l2..l2 
10,2~ I 

1,9H 
3,755 
7,3C8 

~ 
~ 2~ 1.!H 

s .!,559 
I,Jf>C 

1.817 

,,_:C7 
SC,I ~4 

(bJ ,54C) 

{~.-c,:-1 

.l.JLlli 
S:P.H4 
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COYOTE NETWORK SYSTEMS, INC. AND SUBSIDlARIES 

Condensed Consolicbted St~tements of O pcr:uions 
(Un;a.udited) 

(In Tbous;~.Dd.s, Except Per Share Amounts) 

J Months 12 Weeks 9 Months 
Ended Ended Ended 

Dedi. 1997 lao 4. 1997 0(t ,)I, 1997 

Net S;Ues s 1,659 s 2,552 s 2.709 
Cost of s;Ues H~ ___l.lQ 92& 
Gross profit I, H 3 1,842 1,75 1 

Selling and Admininmive expc= 3,05& ),965 9,182 
Engineering, Research and Development 1.:!92 1.798 2.~n 

Tot;U operating expe= 4,421 2.76:! II ,~7 4 
Operating loss (3,308) (3,921) {10, 11J) 

lntuest expense (ISO) (7) (273) 
Non-operating income Qos.s) H (626) -!8 

Non-operating expense (5,52:!) 

Minoriry interest 55 
Income tu credit _ill 

Loss from continuing operations (3,414} (3,663) (15,870) 

Loss from dilContinued operation.s {223} 
Estim.ned loss on dispos-al of 
dilContinued operations !~.Q2Q) 

Loss before extraordinary item (3,-1 14} (5,936) (l5,87C) 
Extraordiury item 

Net loss S{J.1Hl S/5.936) S(! 5.870l 

Loss per common share (basic & diluted}: 
Continuing operations s (.H ) s (.69) s (2.37) 
Discontinued operations (.C4) 
Estimucd loss on d.isposal (.39} 
ElCtrJordinJry item 

Net loss per common shm: {basic & diluted) s~ S.uJll s {2,)7) 

Weighted ;~verage number of common 
sha.res outstmding (basic & diluted} 7,8-H 5,294 b,&85 

-lO Wuks 
Ended 

!an 4, 1997 

s 7.059 
),747 
S,J 12 

8,5S5 

i ,Ci2 
II ,59Q 
{6.278) 

(52) 
(281} 

181 
_lli 
(5,594) 

(6~5) 

{;!,SiQ} 
(11.769) 

!mJ 
S(l1.996) 

s { l.Cu) 
(. 1 ~) 

{t.C&) 
{.; .;J 

S!2.28l 

5.21>} 
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EXHIBITC 



.. 
raetlve Networit System, Inc. (INEa 

Income staument • 

DtrwctBDlg 
Loc81c.rin 
Bed Ottlt ,_..,. not ,..r,t, by L£CIOAN 
RljfCJed Celf8 
Frcnller O.JPir-Cala 

FI'OIIIIet 
Rai-n~~. dl.,._ C8lla (Ftonlllw) 
Franlllt CallnQ Card 
Frul Clling Cerda (Fronller) 
Ftone~~w eoo 
Pnlpeld c.c. 
c.la.clt 

ronlletMilc. 
Sbr Tellc:ammunlcali 
USAGI. 
ICG&Wch 
Cable WlrMssi'INET 

CAST 

NBE 
I.EC 
Prolilec 
GTE 
B&lgOtnet 

olal Oulaoun:oa 81111n eo.t 

3113198 

$&17.126 $64t,828 
$2,576,738 S$,,...,2$8 

($16.010) 
(12.5.472) ($42.737) 
($65.~) 

$ 1&1.001 
$35,317 

$52,391 
$422.022 

$3,108,431 
$110,674 
sm.ea2 
$18,318 
S18,S28 
S10,IIIKI 
SS2.~1 
S2.343 

$320,410 
$335,586 
$205,4-otS 
S26U87 
$56,378 

$ 100,040 
$4,812.4U 

$122,691 
S32.88V 
$86,024 
$18,071 
$40,853 

$835 
111U17 fat.MS 

CONFIDENTIAl 
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