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                          CMGI, Inc. and Subsidiaries 
 
                     Condensed Consolidated Balance Sheets 
 
               (in thousands, except share and per share amounts) 
 
 
 
                                                     October 31,   July 31, 
                                                        2001         2001 
                                                     -----------  ----------- 
                                                     (Unaudited) 
                                                             
                       ASSETS 
Current assets: 
  Cash and cash equivalents......................... $   650,829  $   710,704 
  Available-for-sale securities.....................      13,655      110,134 
  Accounts receivable, trade, net of allowance for 
   doubtful accounts................................      84,221      111,593 
  Inventories.......................................      58,770       40,141 
  Prepaid expenses and other current assets.........      53,480       53,132 
                                                     -----------  ----------- 
    Total current assets............................     860,955    1,025,704 
                                                     -----------  ----------- 
Property and equipment, net.........................     156,550      209,554 
Investments in affiliates...........................     216,160      239,127 
Goodwill and other intangible assets, net of 
 accumulated amortization...........................     398,105      464,867 
Other assets........................................     129,364      149,679 
                                                     -----------  ----------- 
                                                     $ 1,761,134  $ 2,088,931 
                                                     ===========  =========== 
        LIABILITIES AND STOCKHOLDERS' EQUITY 
Current liabilities: 
  Notes payable..................................... $        --  $    33,594 
  Current installments of long-term debt............          --        6,213 
  Due to Compaq Computer Corporation................     220,000           -- 
  Accounts payable..................................      57,499       69,841 
  Accrued expenses..................................     281,680      280,023 
  Other current liabilities.........................      31,983       54,717 
                                                     -----------  ----------- 
    Total current liabilities.......................     591,162      444,388 
                                                     -----------  ----------- 
Long-term debt, less current installments...........       7,749        1,814 
Deferred income taxes...............................          --       20,795 
Other long-term liabilities.........................      16,538       19,097 
Due to Compaq Computer Corporation and Compaq 
 Financial Services Corporation.....................      35,000      220,000 
Minority interest...................................     149,923      186,440 
Commitments and contingencies 
Preferred stock, $0.01 par value. Authorized 
 5,000,000 shares; issued 375,000 Series C 
 convertible, redeemable preferred stock at October 
 31, 2001 and July 31, 2001, dividend at 2% per 
 annum; carried at liquidation value................     392,531      390,640 
Stockholders' equity: 
  Common stock, $0.01 par value per share. 
   Authorized 1,400,000,000 shares; issued and 
   outstanding 352,569,529 shares at October 31, 
   2001 and 346,725,404 shares at July 31, 2001.....       3,526        3,467 
  Additional paid-in capital........................   7,151,677    7,138,132 
  Deferred compensation.............................        (182)        (291) 
  Accumulated deficit...............................  (6,579,927)  (6,353,233) 
                                                     -----------  ----------- 
                                                         575,094      788,075 
Accumulated other comprehensive income (loss).......      (6,863)      17,682 
                                                     -----------  ----------- 
    Total stockholders' equity......................     568,231      805,757 
                                                     -----------  ----------- 
                                                     $ 1,761,134  $ 2,088,931 
                                                     ===========  =========== 
 
 
  see accompanying notes to interim unaudited condensed consolidated financial 
                                   statements 
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                          CMGI, INC. AND SUBSIDIARIES 
 
                CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS 
                                  (unaudited) 
 
                    (in thousands, except per share amounts) 
 
 
 
                                                          Three months ended 
                                                             October 31, 
                                                         --------------------- 
                                                           2001        2000 
                                                         ---------  ---------- 
                                                               
Net revenue............................................. $ 200,679  $  358,050 
Operating expenses: 
  Cost of revenue.......................................   181,535     325,087 
  Research and development..............................    18,795      51,669 
  In-process research and development...................        --       1,462 
  Selling...............................................    42,840     131,322 
  General and administrative............................    44,429      84,250 
  Amortization of intangible assets and stock-based 
   compensation.........................................    65,925     582,533 
  Impairment of long-lived assets.......................    36,622      69,606 
  Restructuring.........................................    17,608       8,841 
                                                         ---------  ---------- 
    Total operating expenses............................   407,754   1,254,770 
                                                         ---------  ---------- 
Operating loss..........................................  (207,075)   (896,720) 
                                                         ---------  ---------- 
Other income (expense): 
  Interest income.......................................     6,620      12,119 
  Interest expense......................................    (8,158)    (22,588) 
  Other gains (losses), net.............................    (8,621)    197,338 
  Gains on issuance of stock by subsidiaries............        --     126,589 
  Equity in losses of affiliates, net...................   (12,249)    (15,872) 
  Minority interest, net................................    17,258      88,852 
                                                         ---------  ---------- 
                                                           (5,150)     386,438 
                                                         ---------  ---------- 
Loss before income taxes................................  (212,225)   (510,282) 
Income tax expense......................................    12,579     126,282 
                                                         ---------  ---------- 
Net loss................................................  (224,804)   (636,564) 
Preferred stock accretion...............................    (1,890)     (1,890) 
                                                         ---------  ---------- 
Net loss available to common stockholders............... $(226,694) $ (638,454) 
                                                         =========  ========== 
Basic and diluted loss per share........................ $   (0.65) $    (2.07) 
                                                         =========  ========== 
Shares used in computing basic and diluted loss per 
 share..................................................   351,052     307,873 
                                                         =========  ========== 
 
 
 
  see accompanying notes to interim unaudited condensed consolidated financial 
                                   statements 
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                          CMGI, INC. AND SUBSIDIARIES 
 
                CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS 
                                  (unaudited) 
 
                                 (in thousands) 
 
 
 
                                                          Three months ended 
                                                             October 31, 
                                                         --------------------- 
                                                           2001        2000 
                                                         ---------  ---------- 
                                                               
Cash flows from operating activities: 
 Net loss............................................... $(224,804) $ (636,564) 
 Adjustments to reconcile net loss to net cash used for 
  operating activities: 
  Depreciation, amortization and impairment charges.....   146,547     680,893 
  Deferred income taxes.................................    12,579      42,541 
  Non-operating (gains) losses, net.....................     5,899    (323,927) 
  Equity in losses of affiliates........................    12,249      15,872 
  Minority interest.....................................   (17,258)    (88,852) 
  In-process research and development...................        --       1,462 
  Changes in operating assets and liabilities, excluding 
   effects from acquired and divested subsidiaries: 
   Trade accounts receivable............................    26,309      19,548 
   Prepaid expenses.....................................     1,785       8,816 
   Inventories..........................................   (18,629)    (12,365) 
   Accounts payable and accrued expenses................   (37,518)     80,925 
   Other assets and liabilities, net....................    (1,563)        788 
                                                         ---------  ---------- 
Net cash used for operating activities..................   (94,404)   (210,863) 
 
Cash flows from investing activities: 
 Additions to property and equipment....................   (15,010)    (42,202) 
 Net proceeds from maturities of (purchases of) 
  available-for-sale securities.........................    36,395      19,923 
 Proceeds from liquidation of stock investments.........    15,947     844,016 
 Investments in affiliates..............................      (978)    (46,173) 
 Cash impact of acquisitions and divestitures of 
  subsidiaries..........................................       431     (12,460) 
 Other, net.............................................      (102)         (8) 
                                                         ---------  ---------- 
Net cash provided by investing activities...............    36,683     763,096 
                                                         ---------  ---------- 
Cash flows from financing activities: 
 Repayments of notes payable............................        --     (33,570) 
 Payments of obligations under capital leases...........    (2,422)     (3,857) 
 Net proceeds from issuance of common stock.............       506       6,795 
 Net proceeds from issuance of stock by subsidiaries....        40       4,382 
 Other..................................................      (278)     (1,931) 
                                                         ---------  ---------- 
Net cash used for financing activities..................    (2,154)    (28,181) 
                                                         ---------  ---------- 
Net increase (decrease) in cash and cash equivalents....   (59,875)    524,052 
Cash and cash equivalents at beginning of period........   710,704     639,666 
                                                         ---------  ---------- 
Cash and cash equivalents at end of period.............. $ 650,829  $1,163,718 
                                                         =========  ========== 
 
 
  see accompanying notes to interim unaudited condensed consolidated financial 
                                   statements 
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                          CMGI, INC. AND SUBSIDIARIES 
 
     NOTES TO INTERIM UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENTS 
 
A. Basis of Presentation 
 
   The accompanying condensed consolidated financial statements have been 
prepared by CMGI, Inc. ("CMGI" or "the Company") in accordance with accounting 
principles generally accepted in the United States of America ("US GAAP"). In 
the opinion of management, the accompanying condensed consolidated financial 
statements contain all adjustments, consisting only of those of a normal 
recurring nature, necessary for a fair presentation of the Company's financial 
position, results of operations and cash flows at the dates and for the periods 
indicated. While the Company believes that the disclosures presented are 
adequate to make the information not misleading, these condensed consolidated 
financial statements should be read in conjunction with the audited financial 
statements and related notes for the year ended July 31, 2001 which are 
contained in the Company's Annual Report on Form 10-K filed with the Securities 
and Exchange Commission ("the SEC") on October 29, 2001 (as amended on December 
12, 2001). The results for the three-month period ended October 31, 2001 are 
not necessarily indicative of the results to be expected for the full fiscal 
year. Certain prior year amounts in the condensed consolidated financial 
statements have been reclassified in accordance with US GAAP to conform to 
current year presentation. 
 
   Certain costs related to the purchase price of products sold, inbound and 
outbound shipping charges, packing supplies and other costs associated with 
marketplace business of the Company's eBusiness and Fulfillment segment are 
classified as cost of revenue. Certain costs related to fulfillment, including 
warehousing costs related to activities such as receiving goods and the picking 
and packing of goods for shipment within the Company's eBusiness and 
Fulfillment segment are classified as selling expenses. The Company's inventory 
balances principally consist of finished goods. 
 
B. New Accounting Pronouncements 
 
   In June 2001, the Financial Accounting Standards Board (FASB) issued 
Statement of Financial Accounting Standards (SFAS) No. 141, "Business 
Combinations," and SFAS No. 142, "Goodwill and Other Intangible Assets." SFAS 
No. 141 will apply to all business combinations that the Company enters into 
after June 30, 2001, and eliminates the pooling-of-interests method of 
accounting. SFAS 142 is effective for fiscal years beginning after December 15, 
2001. Under the new statements, goodwill and intangible assets deemed to have 
indefinite lives will no longer be amortized but will be subject to annual 
impairment tests in accordance with the statements. Other intangible assets 
will continue to be amortized over their useful lives. 
 
   The Company is required to adopt these statements for accounting for 
goodwill and other intangible assets beginning in the first quarter of fiscal 
year 2003. Application of the non-amortization provisions of the statement is 
indeterminable at October 31, 2001 as the Company intends to continue to 
perform an impairment analysis of the remaining goodwill and other intangible 
assets through the end of fiscal year 2002 under its existing policy. Upon 
adoption on August 1, 2002, the Company will perform the required impairment 
tests of goodwill and indefinite lived intangible assets under SFAS No. 142 and 
has not yet determined what effect these tests will have on the operations and 
financial position of the Company. 
 
   In June 2001, the FASB issued SFAS No. 143, "Accounting for Asset Retirement 
Obligations." This statement addresses the accounting treatment for obligations 
associated with the retirement of tangible long-lived assets and the associated 
asset retirement costs. The provisions of the statement apply to legal 
obligations associated with the retirement of long-lived assets that result 
from the acquisition, construction, development, or normal operation of a long- 
lived asset. The statement is effective for financial statements issued for 
fiscal years beginning after June 15, 2002. The Company has not completed its 
analysis of the impact of adopting SFAS No. 143, but does not expect this 
statement to have a material impact on its operations or financial position. 
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                          CMGI, INC. AND SUBSIDIARIES 
 
    NOTES TO INTERIM UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENTS-- 
                                  (Continued) 
 
 
   In October 2001, the FASB issued SFAS No. 144, "Impairment on Disposal of 
Long-Lived Assets", effective for fiscal years beginning after December 15, 
2001. Under the new rules, the criteria required for classifying an asset as 
held-for-sale have been significantly changed. Assets held-for-sale are stated 
at the lower of their fair values or carrying amounts, and depreciation is no 
longer recognized. In addition, the expected future operating losses from 
discontinued operations will be displayed in discontinued operations in the 
period in which the losses are incurred rather than as of the measurement date. 
More dispositions will qualify for discontinued operations treatment in the 
statement of operations under the new rules. The Company is currently 
evaluating the impact of SFAS No. 144 to its condensed consolidated financial 
statements. 
 
C. Other Gains (Losses), Net 
 
   The following schedule reflects the components of "Other gains (losses), 
net": 
 
 
 
                                                          Three Months Ended 
                                                             October 31, 
                                                          ------------------- 
                                                            2001       2000 
                                                          ---------  -------- 
                                                            (in thousands) 
                                                                
   Gain (loss) on sales of marketable securities......... $ (27,525) $202,328 
   Gain on derivative and sale of hedged Yahoo!, Inc. 
    common stock.........................................    53,897    87,832 
   Gain on sale of investment in eGroups, Inc............        --     8,114 
   Loss on impairment of marketable securities...........        --   (90,183) 
   Loss on impairment of investments in affiliates.......   (11,528)   (3,562) 
   Loss on sale of Activate, Inc.........................   (20,743)       -- 
   Other.................................................    (2,722)   (7,191) 
                                                          ---------  -------- 
                                                          $ (8,621)  $197,338 
                                                          =========  ======== 
 
 
   During the three months ended October 31, 2001, the Company sold 
approximately 7.1 million shares of Primedia, Inc. (Primedia) common stock for 
total proceeds of approximately $15.9 million and recorded a pre-tax loss of 
approximately $27.5 million on these sales. 
 
   On August 1, 2001, the Company settled the final tranche of its borrowing 
arrangement that hedged a portion of the Company's investment in Yahoo!, Inc. 
(Yahoo!) common stock. The Company delivered 581,499 shares of Yahoo! common 
stock and recognized a pre-tax gain in the condensed consolidated statement of 
operations of approximately $53.9 million. 
 
   During the three months ended October 31, 2001, the Company completed the 
sale of its majority-owned subsidiary, Activate, Inc. (Activate), to Loudeye 
Technologies, Inc. and recorded a pre-tax loss of approximately $20.7 million. 
 
   During the three months ended October 31, 2001, the Company recorded 
impairment charges of approximately $11.5 million for other than temporary 
declines in the carrying value of certain investments in affiliates. These 
charges were primarily associated with investments made by CMGI@Ventures IV, 
LLC. 
 
   During the three months ended October 31, 2000, the Company sold marketable 
securities for total proceeds of approximately $844.0 million and recorded a 
net pre-tax gain of approximately $202.3 million on these sales. These sales 
primarily consisted of approximately 8.4 million shares of Lycos, Inc. (Lycos) 
stock for proceeds of approximately $394.7 million, approximately 241.0 million 
shares of Pacific Century CyberWorks Limited (PCCW) stock for proceeds of 
approximately $190.2 million, approximately 3.7 million shares of Kana 
Communications, Inc. (Kana) stock for proceeds of approximately $137.6 million, 
approximately 1.3 million shares of Critical Path, Inc. (Critical Path) stock 
for proceeds of approximately $72.8 million. 
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                          CMGI, INC. AND SUBSIDIARIES 
 
    NOTES TO INTERIM UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENTS-- 
                                  (Continued) 
 
 
   In August 2000, Yahoo! acquired eGroups, Inc. (eGroups) and in connection 
therein, the shares of eGroups held by CMG@Ventures III, LLC (CMG@Ventures III) 
were converted into shares of Yahoo! common stock. The Company recorded a pre- 
tax gain of $8.1 million on the conversion of its investment in eGroups during 
the fiscal quarter ended October 31, 2000. Such gain was recorded net of the 
18% interest attributable to CMG@Ventures III's profit members. 
 
   Also, included in "Other gains (losses), net" during the three months ended 
October 31, 2000 were impairment charges of approximately $90.2 million related 
to the Company's holdings of available-for-sale securities to reflect other- 
than-temporary impairment. These charges primarily consisted of impairment 
charges of approximately $45.4 million and $37.3 million related Hollywood 
Entertainment Corporation and Marketing Services Group Inc., common stock, 
respectively. 
 
   During the three months ended October 31, 2000, the Company settled the 
first and second tranche of this agreement under its borrowing agreement that 
hedged a portion of the Company's investment in Yahoo! common stock. The 
Company recognized a pre-tax gain of approximately $87.7 million related to the 
settlement of the first and second tranche. 
 
D. Gains on Issuance of Stock by Subsidiaries 
 
   During the three months ended October 31, 2000, the Company recognized gains 
on issuance of stock by subsidiaries primarily related to the issuance of 
approximately 14.9 million shares by Engage, Inc. (Engage), a majority-owned 
subsidiary of the Company, valued at approximately $257.2 million in its 
acquisitions of Space Media Holdings Limited and MediaBridge Technologies, Inc. 
With these transactions, the Company's ownership interest in Engage decreased 
from approximately 86% to approximately 78%. The Company provided for deferred 
income taxes resulting from the gain on issuance of stock by Engage. 
 
E. Impairment of Long-Lived Assets 
 
   The Company records impairment charges as a result of management's ongoing 
business review and impairment analysis performed under its existing policy 
regarding impairment of long-lived assets. Where impairment indicators were 
identified, management determined the amount of the impairment charge by 
comparing the carrying value of long-lived assets to their fair value. 
Management determines fair value of goodwill and certain other intangible 
assets based on a combination of the discounted cash flow methodology, which is 
based upon converting expected cash flows to present value, and the market 
approach, which includes analysis of market price multiples of companies 
engaged in lines of business similar to the Company. The market price multiples 
are selected and applied to the Company based on the relative performance, 
future prospects and risk profile of the Company in comparison to the guideline 
companies. Management predominately utilizes third-party valuation reports in 
its determination of fair value. Management determines fair value of other 
long-lived assets, such as property and equipment, based on third party 
valuation reports. 
 
   During the first quarter of fiscal year 2002, the Company recorded 
impairment charges of approximately $36.6 million. These charges included asset 
impairment charges of $27.4 million and $6.5 million related to the purchase of 
certain leased equipment previously held under operating and capital leases by 
NaviSite, Inc. (NaviSite) and AltaVista Company (AltaVista), respectively (see 
Note L). The Company also recorded approximately $2.8 million related to 
impairment of customer base and workforce in place intangible assets at Tallan, 
Inc. (Tallan). 
 
   During the first quarter of fiscal 2001, the Company recorded impairment 
charges totaling approximately $69.6 million. Subsequent to October 31, 2000, 
CMGI announced its decisions to exit the businesses conducted 
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                          CMGI, INC. AND SUBSIDIARIES 
 
    NOTES TO INTERIM UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENTS-- 
                                  (Continued) 
 
by its subsidiaries iCAST Corporation (iCAST) and 1stUp.com Corporation 
(1stUp). In connection with these decisions, management determined that the 
carrying value of certain intangible assets, principally goodwill, were 
permanently impaired and recorded impairment charges of approximately $3.6 
million and $23.3 million related to iCAST and 1stUp, respectively. The Company 
also recorded other impairment charges during the first quarter of fiscal 2001 
totaling approximately $42.7 million, consisting primarily of $16.8 million 
related to intangible assets of Engage, $8.9 million related to intangible 
assets of MyWay.com Corporation (MyWay), and $10.1 million related to 
intangible assets of AdForce, Inc. (AdForce), a subsidiary of ProvisionSoft, 
Inc. (formerly CMGion, Inc.), a subsidiary of the Company. 
 
F. Restructuring Charges 
 
   During the three months ended October 31, 2001, the Company recorded net 
restructuring charges totaling approximately $17.6 million in accordance with 
Emerging Issues Task Force (EITF) Issue No. 94-3, EITF Issue No. 95-3 and Staff 
Accounting Bulletin No. (SAB) 100. 
 
   The Company's restructuring initiatives involved strategic decisions to exit 
certain businesses or to re-evaluate the current state of on-going businesses. 
Restructuring charges consisted primarily of contract terminations, severance 
charges and equipment charges incurred as a result of the cessation of 
operations of certain subsidiaries and actions taken at several remaining 
subsidiaries to increase operational efficiencies, improve margins and further 
reduce expenses. Severance charges include employee termination costs as a 
result of a reduction in workforce and salary expense for certain employees 
involved in the restructuring efforts. Employees affected by the restructuring 
were notified both through direct personal contact and by written notification. 
The contract terminations primarily consisted of costs to exit facility and 
equipment leases and to terminate bandwidth and other vendor contracts. The 
asset impairment charges primarily related to the write-off of property and 
equipment. 
 
   The restructuring charges incurred at Engage of approximately $12.5 million 
are primarily a result of the closing of its on-line advertising operations and 
its implementation of a restructuring plan designed to reduce its corporate 
overhead costs through reductions in the size of its finance and marketing 
staffs. The closing of the on-line advertising business resulted in severance 
costs incurred in connection with the termination of approximately 232 
employees and contract termination costs in connection with the costs to exit 
facility and equipment leases. The restructuring charges incurred by AltaVista 
of approximately $10.0 million primarily relate to severance costs associated 
with a reduction in the workforce of approximately 120 persons, costs 
associated with the closing of its Irving, California office location, and the 
write-off of an information systems software package. The restructuring charges 
incurred by MyWay of approximately $5.9 million primarily relate to the write- 
off of property and equipment, as well as the termination of customer and 
vendor contracts. The restructuring charges incurred at Tallan of approximately 
$4.0 million are primarily related to severance costs associated with a 
reduction in the workforce of approximately 72 persons, as well as costs 
associated with the closing of five office locations. 
 
   During the first quarter of fiscal 2002, the Company settled certain vendor 
and customer contractual obligations for amounts less than originally 
anticipated. As a result, the Company recorded a net restructuring adjustment 
of approximately $17.7 million to the accrued restructuring balance of July 31, 
2001, primarily related to a reduction in payments by NaviPath, Inc. (NaviPath) 
to third parties to terminate purchase commitments and service contracts from 
the amounts originally estimated. NaviPath was successful in negotiating 
termination payments on certain purchase commitments and service contracts for 
amounts less than originally estimated. This was slightly offset by an 
additional restructuring charge recorded as an adjustment by NaviPath in the 
first quarter of fiscal year 2002 related to severance costs and legal and 
other professional fees incurred in connection with the closing of its 
operations. 
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                          CMGI, INC. AND SUBSIDIARIES 
 
    NOTES TO INTERIM UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENTS-- 
                                  (Continued) 
 
 
   The following tables summarizes the restructuring accrual included as a 
component of accrued expenses from July 31, 2001 through October 31, 2001: 
 
 
 
                                    Employee 
                                    Related   Contractual    Asset 
                                    Expenses  Obligations Impairments  Total 
                                    --------  ----------- ----------- -------- 
                                                 (in thousands) 
                                                           
   Accrued restructuring balance 
    at July 31, 2001..............  $ 4,168    $ 91,384    $     --   $ 95,552 
   Q1 Restructuring...............    5,916      10,822      18,589     35,327 
   Restructuring adjustments to Q4 
    2001 charges..................       --     (17,719)         --    (17,719) 
   Cash charges...................   (6,120)    (12,597)         --    (18,717) 
   Non-cash charges...............       --      (6,056)    (18,589)   (24,645) 
                                    -------    --------    --------   -------- 
   Accrued restructuring balance 
    at October 31, 2001...........  $ 3,964    $ 65,834    $     --   $ 69,798 
                                    =======    ========    ========   ======== 
 
 
   The Company anticipates that the remaining restructuring charges will be 
settled by February 2003. It is expected the payments of employee related 
expenses will be substantially complete within three months. The remaining 
contractual obligation payments are primarily related to lease obligations for 
facilities or equipment. 
 
   The net restructuring charges and adjustments for the three months ended 
October 31, 2001 and 2000 would have been allocated as follows had the Company 
recorded the expense and adjustment within the functional department of the 
restructured activities: 
 
 
 
                                                                 Three months 
                                                                ended October 
                                                                     31, 
                                                                --------------- 
                                                                 2001     2000 
                                                                -------  ------ 
                                                                (in thousands) 
                                                                    
   Cost of revenue............................................. $(9,288) $  498 
   Research and development....................................   3,313   1,602 
   Selling.....................................................   8,061   5,944 
   General and administrative..................................  15,522     797 
                                                                -------  ------ 
                                                                $17,608  $8,841 
                                                                =======  ====== 
 
 
G. Segment Information 
 
   Based on the information provided to the Company's chief operating decision 
maker for purposes of making decisions about allocating resources and assessing 
performance, the Company's operations have been classified in five operating 
segments that are strategic business units offering distinctive products and 
services that are marketed through different channels. 
 
   The five operating segments are: (i) Interactive Marketing, (ii) eBusiness 
and Fulfillment, (iii) Search and Portals, (iv) Infrastructure and Enabling 
Technologies and (v) Internet Professional Services. Management evaluates 
segment performance based on segment net revenue, operating income (loss) and 
"pro forma operating income (loss)", which is defined as the operating income 
(loss) excluding expenses related to in-process research and development, 
depreciation, long-lived asset impairment and amortization of intangible assets 
and stock-based compensation. 
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                          CMGI, INC. AND SUBSIDIARIES 
 
    NOTES TO INTERIM UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENTS-- 
                                  (Continued) 
 
 
   Summarized financial information of the Company's operations by business 
segment is as follows: 
 
 
 
                                                          Three Months Ended 
                                                             October 31, 
                                                         --------------------- 
                                                            2001       2000 
                                                         ----------  --------- 
                                                            (in thousands) 
                                                                
   Net revenue: 
     Interactive Marketing.............................. $   14,848  $  48,685 
     eBusiness and Fulfillment..........................    132,698    180,532 
     Search and Portals.................................     21,859     60,439 
     Infrastructure and Enabling Technologies...........     20,365     35,053 
     Internet Professional Services.....................     10,909     33,341 
                                                         ----------  --------- 
                                                         $  200,679  $ 358,050 
                                                         ==========  ========= 
   Operating loss: 
     Interactive Marketing.............................. $  (36,193) $(240,919) 
     eBusiness and Fulfillment..........................    (40,743)   (40,594) 
     Search and Portals.................................    (56,039)  (353,656) 
     Infrastructure and Enabling Technologies...........    (44,991)  (193,725) 
     Internet Professional Services.....................    (15,267)   (45,731) 
     Other..............................................    (13,842)   (22,095) 
                                                         ----------  --------- 
                                                         $(207,075)  $(896,720) 
                                                         ==========  ========= 
   Pro forma operating income (loss): 
     Interactive Marketing.............................. $  (10,836) $ (54,763) 
     eBusiness and Fulfillment..........................     (8,123)    (2,126) 
     Search and Portals.................................    (11,834)   (52,745) 
     Infrastructure and Enabling Technologies...........    (25,797)   (83,841) 
     Internet Professional Services.....................     (1,651)     2,109 
     Other..............................................     (9,867)   (20,032) 
                                                         ----------  --------- 
                                                         $ (68,108)  $(211,398) 
                                                         ==========  ========= 
 
 
H. Earnings Per Share 
 
   The Company calculates earnings per share in accordance with SFAS No. 128, 
"Earnings per Share." Basic earnings per share is computed based on the 
weighted average number of common shares outstanding during the period. The 
dilutive effect of common stock equivalents and convertible preferred stock are 
included in the calculation of diluted earnings per share only when the effect 
of their inclusion would be dilutive. Approximately 4.5 million and 10.3 
million weighted average common stock equivalents and approximately 9.8 million 
and 9.6 million shares representing the weighted average effect of assumed 
conversion of convertible preferred stock were excluded from the denominator in 
the diluted loss per share calculation for the three months ended October 31, 
2001 and 2000, respectively. 
 
   If a subsidiary has dilutive stock options or warrants outstanding, diluted 
earnings per share is computed by first deducting from net income (loss) the 
income attributable to the potential exercise of the dilutive stock options or 
warrants of the subsidiary. The effect of income attributable to dilutive 
subsidiary stock equivalents was immaterial for the three months ended October 
31, 2001 and 2000. 
 
   Subsequent to October 31, 2001, the Company issued a total of approximately 
4.5 million and 34.7 million shares of its common stock as a result of the 
transactions described in Notes L and N below, respectively. 
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I. Comprehensive Loss 
 
   The components of comprehensive loss, net of income taxes, are as follows: 
 
 
                                                         Three months ended 
                                                             October 31, 
                                                        ---------------------- 
                                                          2001        2000 
                                                        ---------  ----------- 
                                                           (in thousands) 
                                                              
   Net loss...........................................  $(224,804) $  (636,564) 
   Net unrealized holding loss arising during period..    (34,100)    (453,118) 
   Reclassification adjustment for net (gain) loss 
    realized in net loss..............................      9,555       (7,572) 
                                                        ---------  ----------- 
   Comprehensive loss.................................  $(249,349) $(1,097,254) 
                                                        =========  =========== 
 
 
J. Condensed Consolidated Statements of Cash Flows Supplemental Information 
 
 
                                                                  Three months 
                                                                     ended 
                                                                  October 31, 
                                                                 -------------- 
                                                                  2001    2000 
                                                                 ------- ------ 
                                                                 (in thousands) 
                                                                    
   Cash paid during the period for: 
   Interest..................................................... $   503 $1,942 
                                                                 ======= ====== 
   Income taxes................................................. $   614 $4,738 
                                                                 ======= ====== 
   Cash received during the period for: 
   Federal income tax refund.................................... $13,975 $   -- 
                                                                 ======= ====== 
 
 
   During the three months ended October 31, 2001, significant non-cash 
investing activities included the following transactions: 
 
   In August 2001, the Company settled the final tranche of the borrowing 
arrangement that hedged a portion of the Company's investment in the common 
stock of Yahoo! through the delivery of 581,499 shares of Yahoo! common stock. 
 
   In August 2001, the Company issued approximately 5.4 million shares of its 
common stock to Compaq Computer Corporation (Compaq), a significant stockholder 
of CMGI, as a semi-annual interest payment valued at approximately $11.5 
million related to notes payable issued in the acquisition of AltaVista. 
 
   Effective August 1, 2001, the Company's subsidiary, NaviSite, restructured 
certain operating lease agreements with Compaq Financial Services Corporation, 
a wholly-owned subsidiary of Compaq (see Note L). 
 
   In October 2001, the Company's subsidiary, CMG@Ventures I, LLC, distributed 
approximately 1.7 million shares of Terra Networks, S.A. to certain of its 
profit members. 
 
K. Derivative Financial Instruments 
 
   In April 2000, the Company entered into a borrowing arrangement that hedged 
a portion of the Company's investment in common stock of Yahoo!. Under the 
terms of the contract, the Company agreed to deliver, at its discretion, either 
cash or Yahoo! common stock in three separate tranches, with maturity dates 
ranging from August 2000 to February 2001. The Company executed the first 
tranche in April 2000 and received approximately $106.4 million. The Company 
subsequently settled this tranche through the delivery of 581,499 shares of 
Yahoo! common stock in August 2000. In May 2000, the Company received 



approximately $68.5 
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    NOTES TO INTERIM UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENTS-- 
                                  (Continued) 
 
million and $5.7 million upon the execution of the second and third tranches, 
respectively. The Company settled the second tranche for cash totaling 
approximately $33.6 million in October 2000. The Company settled the third 
tranche through the delivery of 47,684 shares of Yahoo! common stock in 
February 2001. In November 2000, the Company entered into a new agreement to 
hedge the Company's investment in 581,499 shares of Yahoo! common stock. The 
Company received approximately $31.5 million of cash in connection with this 
new agreement. Under the terms of the new contract, the Company delivered 
581,499 shares of Yahoo! common stock on August 1, 2001, and recognized a pre- 
tax gain in the consolidated statement of operations of approximately $53.9 
million. The net gain is included in "Other gains (losses), net", in the 
consolidated statement of operations. 
 
L. Agreements with Compaq Computer Corporation and Compaq Financial Services 
Corporation 
 
   On October 29, 2001, the Company and its majority-owned subsidiaries, 
AltaVista and NaviSite entered into agreements with Compaq, a significant 
stockholder of CMGI, and Compaq's wholly-owned subsidiary, Compaq Financial 
Services Corporation (CFS). The Company's subsidiary, NaviSite purchased and 
recorded equipment from CFS effective August 1, 2001, with a fair market value 
of $9.6 million, previously leased by NaviSite under operating lease agreements 
expiring through 2003, in exchange for a note payable of approximately $35.0 
million. Accordingly, as the fair value of the equipment, based on a 
preliminary independent appraisal, was less than the associated debt 
obligation, NaviSite recorded an impairment charge on long-lived assets in the 
first quarter of fiscal 2002 of approximately $27.4 million. The $35.0 million 
due to CFS was executed in the form of a convertible note payable to CFS in the 
total amount of $55.0 million on November 8, 2001, as described below. As of 
October 31, 2001, the $35.0 million due to CFS has been classified as long term 
Due to Compaq Computer Corporation and Compaq Financial Services Corporation in 
the accompanying condensed consolidated balance sheets. 
 
   Additionally, under the terms of these agreements, AltaVista agreed to 
purchase certain equipment which it had previously leased from CFS under 
operating and capital lease agreements in exchange for a cash payment of $20.0 
million. Based on a preliminary independent appraisal, the fair market value of 
the equipment was determined to be $7.9 million. As the fair market value of 
the equipment was less than the sum of the cash payment and the carrying value 
of the equipment under capital lease agreements, net of the remaining 
obligations, AltaVista recorded an impairment charge on long-lived assets in 
the first quarter of fiscal 2002 of approximately $6.5 million. Subsequent to 
October 31, 2001, AltaVista completed and recorded the purchase of this 
equipment. 
 
   Subsequent to October 31, 2001, as part of the agreement with CFS, NaviSite 
received $20.0 million in cash from CFS in exchange for a six-year convertible 
note payable, which was executed on November 8, 2001. This note, which also 
relates to the $35.0 million equipment purchase described above, bears interest 
at 12% and requires payment of interest only for the first three years from the 
date of issuance. A portion of the interest payable to CFS in the first two 
years may be paid in NaviSite common stock. Principal and interest payments are 
due on a straight-line basis commencing in year four until maturity on the 
sixth anniversary from the issuance date. The convertible note payable is 
secured by substantially all assets of NaviSite and cannot be prepaid. Subject 
to NaviSite stockholder approval, being sought in December 2001, the principal 
balance may be converted into NaviSite common stock at the option of the holder 
at any time prior to maturity at a conversion rate of $0.26 per share. Should 
CFS convert its note payable into NaviSite's common stock, CFS would own a 
controlling interest in NaviSite. 
 
   Also, subsequent to October 31, 2001, as part of these agreements, Compaq 
agreed to deem the Company's $220.0 million in face amounts of notes payable, 
plus the accrued interest thereon, paid in full in exchange for $75.0 million 
in cash, approximately 4.5 million shares of CMGI common stock and CMGI's 49% 
ownership interest in its affiliate, B2E Solutions, LLC. 
 
                                       13 



 
 
                          CMGI, INC. AND SUBSIDIARIES 
 
    NOTES TO INTERIM UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENTS-- 
                                  (Continued) 
 
 
M. Contingencies 
 
   In December 1999, Neil Braun, a former officer of iCAST, a wholly-owned 
subsidiary of the Company, filed a complaint in United States District Court, 
Southern District of New York naming the Company, iCAST, and David S. Wetherell 
as defendants. In the complaint, Mr. Braun alleges breach of contract regarding 
his termination from iCAST and claims that he is entitled to acceleration of 
options to purchase CMGI common stock and iCAST common stock, upon his 
termination, under contract and promissory estoppel principles. Mr. Braun also 
claims that, under quantum meruit principles, he is entitled to lost 
compensation. Mr. Braun seeks damages of approximately $50 million and requests 
specific performance of the acceleration and exercise of options. On February 
2, 2001, the Court heard oral argument on defendant's Motion for Summary 
Judgment and took the matter under advisement. 
 
   In October 2001, the Court (i) granted summary judgment dismissing Mr. 
Wetherell as a defendant and (ii) granted summary judgment, disposing of Mr. 
Braun's contract claim. Mr. Braun's promissory estoppel claim and quantum 
meruit claim were not disposed of on summary judgment. Trial on these claims is 
currently scheduled to begin in January 2002. The Company and iCAST believe 
these claims are without merit and plan to vigorously defend against these 
claims. 
 
   In August 2001, Jeffrey Black, a former employee of AltaVista, filed a 
complaint in Superior Court of the State of California (Santa Clara County) in 
his individual capacity as well as in his capacity as a trustee of two family 
trusts against the Company and AltaVista alleging certain claims arising out of 
the termination of Mr. Black's employment with AltaVista. As set forth in the 
complaint, Mr. Black is seeking monetary damages in excess of $70 million. The 
Company and AltaVista believe these claims are without merit and plan to 
vigorously defend against these claims. On November 29, 2001, the Court 
sustained the defendants' demurrers regarding, among other things, Black's 
breach of contract claims against the Company and allegations made on behalf of 
the "trust plaintiffs," but granted Black leave to amend the complaint. 
 
   The Company is also subject to a number of actions brought by former 
employees as well as other disputes that arise in the ordinary course of 
business. 
 
   Although the Company believes that, as to each of these actions, the cases 
have no merit, and that the ultimate resolution of these disputes will not have 
a material adverse impact on its financial position, results of operations, or 
cash flows, any adverse trial or jury verdicts could result in a material loss 
to the Company. The costs and other effects of pending or future litigation, 
claims, settlements, and judgments, and changes in those matters, could have a 
material adverse effect on the Company's business, financial condition and 
operating results. At this time, the Company is unable to predict the outcomes 
of the litigation and cannot reasonably estimate a range of possible loss given 
the current status of the cases. 
 
N. Subsequent Events 
 
   In November 2001, the Company completed the agreements with Compaq and CFS 
which are described in Note L. 
 
   In November 2001, the Company consummated the repurchase of all the 
outstanding shares of its Series C Convertible Preferred Stock (Series C 
Preferred Stock) pursuant to privately negotiated stock exchange agreements 
with the holders of the Series C Preferred Stock. In connection therewith, the 
Company announced the retirement of the Series C Preferred Stock effective 
immediately. Under these agreements, the Company repurchased all of the 
outstanding shares of Series C Preferred Stock for aggregate consideration 
consisting of approximately $100.3 million in cash, approximately 34.7 million 
shares of the Company's common stock, and an obligation to deliver, no later 
than December 2, 2002, approximately 448.3 million shares of PCCW stock. 
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   In addition, due to the delayed delivery obligation with respect to the PCCW 
shares, the Company agreed to make cash payments to the former holders of the 
Series C Preferred Stock, on the dates and in the aggregate amounts as follows: 
approximately $3.7 million on February 19, 2002, approximately $3.5 million on 
May 17, 2002, approximately $3.8 million on August 19, 2002, approximately $3.7 
million on November 19, 2002 and approximately $0.5 million on December 2, 
2002. The obligation to make payments ceases upon delivery of the PCCW shares 
and any payment due for the period during which the PCCW shares are delivered 
to the former holders of the Series C Preferred Stock will be reduced on a pro 
rata basis. 
 
   Subsequent to October 31, 2001, the Company announced its decision to cease 
funding its subsidiary MyWay. As a result, MyWay management has begun to 
migrate customers in advance of an expected wind-down of operations currently 
expected to be completed during the second quarter of fiscal 2002. 
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                    MANAGEMENT'S DISCUSSION AND ANALYSIS OF 
                 FINANCIAL CONDITION AND RESULTS OF OPERATIONS 
 
   The matters discussed in this report contain forward-looking statements 
within the meaning of Section 21E of the Securities Exchange Act of 1934, as 
amended, and Section 27A of the Securities Act of 1933, as amended, that 
involve risks and uncertainties. All statements other than statements of 
historical information provided herein may be deemed to be forward-looking 
statements. Without limiting the foregoing, the words "believes", 
"anticipates", "plans", "expects" and similar expressions are intended to 
identify forward-looking statements. Factors that could cause actual results to 
differ materially from those reflected in the forward-looking statements 
include, but are not limited to, those discussed in this section under the 
heading "Factors That May Affect Future Results" and elsewhere in this report 
and the risks discussed in the Company's other filings with the SEC. Readers 
are cautioned not to place undue reliance on these forward-looking statements, 
which reflect management's analysis, judgment, belief or expectation only as of 
the date hereof. The Company undertakes no obligation to publicly revise these 
forward-looking statements to reflect events or circumstances that arise after 
the date hereof. 
 
Basis of Presentation 
 
   The Company reports five operating segments: i) Interactive Marketing, ii) 
eBusiness and Fulfillment, iii) Search and Portals, iv) Infrastructure and 
Enabling Technologies, and v) Internet Professional Services. CMGI also invests 
in companies involved in various aspects of the Internet through its affiliated 
venture capital arm, CMGI@Ventures. In accordance with accounting principles 
generally accepted in the United States of America, all significant 
intercompany transactions and balances have been eliminated in consolidation. 
Accordingly, segment results reported by CMGI exclude the effect of 
transactions between CMGI's subsidiaries. 
 
 Three months ended October 31, 2001 compared to three months ended October 31, 
 2000 
 
NET REVENUE: 
 
 
 
                             Three     As a%     Three     As a% 
                            Months      of      Months      of 
                             Ended     Total     Ended     Total 
                          October 31,   Net   October 31,   Net 
                             2001     Revenue    2000     Revenue $ Change   % Change 
                          ----------- ------- ----------- ------- ---------  -------- 
                                                (in thousands) 
                                                            
Interactive Marketing...   $ 14,848       7%   $ 48,685      14%  $ (33,837)   (70)% 
eBusiness and 
 Fulfillment............    132,698      66%    180,532      50%    (47,834)   (26)% 
Search and Portals......     21,859      11%     60,439      17%    (38,580)   (64)% 
Infrastructure and 
 Enabling Technologies..     20,365      10%     35,053      10%    (14,688)   (42)% 
Internet Professional 
 Services...............     10,909       6%     33,341       9%    (22,432)   (67)% 
                           --------            --------           --------- 
Total...................   $200,679     100%   $358,050     100%  $(157,371)   (44)% 
                           ========     ===    ========     ===   =========    === 
 
 
   The decrease in net revenue for the three months ended October 31, 2001 as 
compared to the prior year was primarily a result of the effects of the sale or 
closing of operations of several companies in fiscal 2001 and decreased net 
revenue at existing companies during the first quarter of fiscal year 2002. The 
decrease in net revenue within the Interactive Marketing segment was primarily 
due to the continued decline in the on-line advertising market as well as the 
decision by Engage to exit its on-line advertising business during the first 
quarter of fiscal year 2002. This decrease was also due to an approximate 88% 
decrease in license revenue at Engage related to its AdManager software, and to 
a lesser extent, its ProfileServer and ContentServer products, offset slightly 
by an increase in its service revenue. The decrease in net revenue within the 
eBusiness and Fulfillment segment was primarily the result of the impact of the 
sale of the Company's majority interest in Signatures SNI, Inc. (Signatures) in 
February 2001 and decreased net revenue at SalesLink Corporation 
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(SalesLink) and uBid, Inc. (uBid). Net revenue at Saleslink declined as a 
result of the decline in volume within SalesLink's supply chain management 
business due to continued softness in the technology sector. Net revenue at 
uBid decreased due to an increase in drop shipment sales as a percent of total 
sales from the first quarter of fiscal 2001 to the first quarter of fiscal 
2002. Drop shipment sales result in uBid recording its net fee on the 
transaction as revenue as opposed to direct shipment sales which result in uBid 
recording the gross merchandise sale as revenue. This decrease was partially 
offset by an increase in the average order value of items sold during the 
period. The decrease in net revenue within the Search and Portals segment was 
primarily the result of a decrease in net revenue at AltaVista. During the 
second half of fiscal 2001, AltaVista made changes in its business strategy 
from one that focused on on-line advertising to one that focuses on enterprise 
search software. As a result of this change and the continued softness in the 
on-line advertising market, first quarter advertising net revenue decreased 
versus the same period in the prior year. This decrease in on-line advertising 
was slightly offset by an increase in AltaVista's software license net revenue. 
The decrease in net revenue within the Infrastructure and Enabling Technologies 
segment was primarily the result of the closing of operations at AdForce and 
1stUp during fiscal year 2001, as well as to a decrease in net revenue at 
Activate and NaviSite. Activate was sold in September 2001, therefore the first 
quarter of fiscal year 2002 reflected only a partial quarter of net revenue 
while the net revenue from Activate in the prior year reflects a full quarter 
of net revenue. The decrease in net revenue at NaviSite was due to an 
approximate 44% decrease in its unaffiliated customer base as compared to the 
same period in the prior year. The decrease in net revenue within the Internet 
Professional Services segment was primarily due to the decline in the custom 
programming segment of information technology services. This decline resulted 
in a decrease in the billable rates at Tallan. Additionally, Tallan completed 
or reduced the scope of a number of projects prior to the first quarter of 
fiscal 2002. The decline in billable hours combined with reduced billable rates 
resulted in reduced net revenue as compared to the same period of the prior 
year. The Company expects to report future consolidated net revenue growth as a 
result of increased net revenue from certain existing companies, in particular 
uBid, which is anticipated to benefit from the completion of the implementation 
of its order management and warehouse information system as well as from the 
completion of the build out of a computer and consumer electronics 
refurbishment center. 
 
COST OF REVENUE: 
 
 
 
                             Three                   Three 
                            Months                  Months 
                             Ended     As a% of      Ended     As a% of 
                          October 31,   Segment   October 31,   Segment 
                             2001     Net Revenue    2000     Net Revenue $ Change   % Change 
                          ----------- ----------- ----------- ----------- ---------  -------- 
                                                    (in thousands) 
                                                                    
Interactive Marketing...   $  9,940        67%     $ 35,184        72%    $ (25,244)   (72)% 
eBusiness and 
 Fulfillment............    120,291        91%      158,762        88%      (38,471)   (24)% 
Search and Portals......     10,498        48%       35,086        58%      (24,588)   (70)% 
Infrastructure and 
 Enabling Technologies..     32,252       158%       73,498       210%      (41,246)   (56)% 
Internet Professional 
 Services...............      8,554        78%       22,557        68%      (14,003)   (62)% 
                           --------                --------               --------- 
Total...................   $181,535        90%     $325,087        91%    $(143,552)   (44)% 
                           ========       ===      ========       ===     =========    === 
 
 
   Cost of revenue consisted primarily of expenses related to the cost of 
products purchased for sale or distribution. Additionally, cost of revenue 
included expenses related to the content, connectivity and production 
associated with delivering the Company's products and services. The Company's 
gross margin increased to approximately 10% for the quarter ended October 31, 
2001 from 9% in the same period of the prior fiscal year, primarily due to the 
shift in focus from lower margin on-line advertising business models to higher 
margin 



 
                                       17 



 
 
                          CMGI, INC. AND SUBSIDIARIES 
 
                    MANAGEMENT'S DISCUSSION AND ANALYSIS OF 
           FINANCIAL CONDITION AND RESULTS OF OPERATIONS--(Continued) 
 
software business models at Engage and AltaVista, as well as the effects of the 
closing of operations of iCAST, 1stUp and ExchangePath, LLC (ExchangePath) 
during fiscal year 2001. Gross margins within the Interactive Marketing segment 
increased to approximately 33% for the period ending October 31, 2001 from 
approximately 28% in the same period of the prior year primarily due to 
increased margins at Engage as a result of its decision to cease operations of 
its lower margin on-line advertising business and to focus on its higher margin 
software business. Gross margins within the eBusiness and Fulfillment segment 
decreased to approximately 9% from approximately 12% in the same period of the 
prior year primarily due to lower sales levels and decreased pricing of 
SalesLink's services within the supply chain management business, complications 
with the implementation of a new order management system at uBid and the effect 
of the deconsolidation of Signatures. The decrease in gross margins at 
SalesLink was due to decreased pricing, increased depreciation and increased 
cost of shipping supplies and outside labor associated with the transition to 
its new distribution center in Memphis, Tennessee. The decrease in gross 
margins at uBid is primarily a result of higher inventory and inventory related 
costs as a percentage of sales during the current period, due largely to costs 
associated with the conversion to a new order management system and a new 
warehouse facility. Gross margins within the Search and Portals segment 
increased to approximately 52% from approximately 42% in the same period of the 
prior year primarily as a result of AltaVista's shift in its business focus to 
the higher margin search software business model from the lower margin on-line 
advertising and portal-based business model. Gross margins within the 
Infrastructure and Enabling Technologies segment increased to approximately 
(58%) from approximately (110%) in the same period from the prior year 
primarily as a result of the closing of operations at 1stUp and improvement of 
margins at NaviSite. The improvement at NaviSite was a result of restructuring 
efforts that lowered labor costs through increased efficiencies and headcount 
reductions and reduced equipment expenses resulting from the restructuring of 
certain operating leases. Gross margins within the Internet Professional 
Services segment have decreased to approximately 22% from approximately 32% for 
the same period of the prior fiscal year primarily as a result of the decline 
in net revenue and the fixed cost structure at Tallan. 
 
RESEARCH AND DEVELOPMENT EXPENSES: 
 
 
 
                             Three                   Three 
                            Months                  Months 
                             Ended     As a % of     Ended     As a % of 
                          October 31,   Segment   October 31,   Segment 
                             2001     Net Revenue    2000     Net Revenue $ Change  % Change 
                          ----------- ----------- ----------- ----------- --------  -------- 
                                                   (in thousands) 
                                                                   
Interactive Marketing...    $ 4,978        34%      $14,968        31%    $ (9,990)    (67)% 
eBusiness and 
 Fulfillment............         --        --           523        --         (523)   (100)% 
Search and Portals......      9,724        44%       24,103        40%     (14,379)    (60)% 
Infrastructure and 
 Enabling Technologies..      4,093        20%       12,075        34%      (7,982)    (66)% 
Internet Professional 
 Services...............         --        --            --        --           --     N/A 
                            -------                 -------               -------- 
Total...................    $18,795         9%      $51,669        14%    $(32,874)    (64)% 
                            =======       ===       =======       ===     ========    ==== 
 
 
   Research and development expenses consisted primarily of personnel and 
related costs to design, develop, enhance, test and deploy the Company's 
products and services either prior to the development efforts reaching 
technological feasibility or once the product had reached the maintenance phase 
of its life cycle. Research and development expenses decreased primarily due to 
the shift in business focus at Engage and AltaVista and the closing of 
operations at iCAST, 1stUp and ExchangePath. The decrease within the 
Interactive Marketing segment was primarily the result of the effects of the 
closing of Engage's on-line advertising operations during the first quarter of 
fiscal year 2002. The decrease within the Search and Portals segment was 
primarily the result of management's restructuring initiatives at AltaVista, 
the closing of operations at iCAST and the consolidation of 
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technology platforms at MyWay. The decrease at AltaVista was primarily related 
to a reduction of headcount and a reduction in the development efforts of the 
AltaVista portal site in connection with the change in focus from an on-line 
advertising and portal-based business model to a search software business 
model. The decrease in the Infrastructure and Enabling Technologies segment was 
primarily the result of the closing of operations at AdForce, ExchangePath and 
1stUp during fiscal year 2001. 
 
IN-PROCESS RESEARCH AND DEVELOPMENT EXPENSES: 
 
   For the three months ended October 31, 2001 the Company did not incur any 
in-process research and development expense. In-process research and 
development expense totaled $1.5 million for the three months ended October 31, 
2000. The in-process research and development expenses in the first quarter of 
fiscal 2001 related to the one-time charges taken in connection with the 
acquisition of MediaBridge Technologies, Inc. by Engage in September 2000 and 
the Company's investment in Avamar Technologies, Inc. 
 
SELLING EXPENSES: 
 
 
 
                             Three                   Three 
                            Months                  Months 
                             Ended     As a % of     Ended     As a % of 
                          October 31,   Segment   October 31,   Segment 
                             2001     Net Revenue    2000     Net Revenue $ Change  % Change 
                          ----------- ----------- ----------- ----------- --------  -------- 
                                                   (in thousands) 
                                                                   
Interactive Marketing...    $ 8,123        55%     $ 37,535        77%    $(29,412)   (78)% 
eBusiness and 
 Fulfillment............     13,697        10%       14,660         8%        (963)    (7)% 
Search and Portals......     14,147        65%       50,188        83%     (36,041)   (72)% 
Infrastructure and 
 Enabling Technologies..      5,269        26%       23,720        68%     (18,451)   (78)% 
Internet Professional 
 Services...............        844         8%        1,934         6%      (1,090)   (56)% 
Other...................        760        --         3,285        --       (2,525)   (77)% 
                            -------                --------               -------- 
Total...................    $42,840        21%     $131,322        37%    $(88,482)   (67)% 
                            =======       ===      ========       ===     ========    === 
 
 
   Selling expenses consisted primarily of advertising and other general 
marketing related expenses, compensation and employee-related expenses, sales 
commissions, facilities costs, credit card processing fees, tradeshow expenses 
and travel costs. Certain costs related to fulfillment, including warehousing 
costs related to activities such as receiving goods and the picking and packing 
of goods for shipment within the Company's eBusiness and Fulfillment segment 
are classified as selling expenses. Selling expenses decreased during the three 
months ended October 31, 2001 as compared to the same period in the prior year 
primarily due to headcount reductions, lower sales commissions as a result of 
lower net revenue and reduced headcount, a reduction of marketing campaigns, 
the closing of the operations of AdForce, ExchangePath, 1stUp, the closing of 
Engage's on-line advertising business and the effect of the deconsolidation of 
Signatures and the sale of Activate. The decrease within the Interactive 
Marketing segment was primarily the result of a decrease in headcount and 
associated sales commissions and the consolidation of office facilities at 
Engage as a result of the closing of its on-line advertising business, as well 
as reductions in travel and consulting expenses and advertising and trade show 
expenses for its continuing operations. The decrease in the eBusiness and 
Fulfillment segment was primarily the result of the sale of the Company's 
majority interest in Signatures in February 2001. The decrease within the 
Search and Portals segment was primarily the result of the decrease in 
headcount and the reduction in scope of certain sales and marketing campaigns 
at AltaVista, the closing of operations at iCAST and a reduction in spending at 
MyWay due to the Company's decision to close the operations of MyWay. The 
decrease in the Infrastructure and Enabling Technologies segment was primarily 
the 
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result of the decrease in headcount, sales commissions and a reduction of 
expenses for marketing programs, advertising and product literature at 
NaviSite, the closing of operations at NaviPath, the closing of operations at 
AdForce, ExchangePath and 1stUp and the sale of Activate. The decrease within 
the Internet Professional Services segment was primarily the result of the 
decrease in headcount and the reduction in scope of certain sales and marketing 
campaigns at Tallan. The decrease in the Other expenses was primarily the 
result of a reduction in corporate marketing department headcount and other 
costs associated with the Company's corporate marketing programs. 
 
GENERAL AND ADMINISTRATIVE EXPENSES: 
 
 
 
                             Three                   Three 
                            Months                  Months 
                             Ended     As a % of     Ended     As a % of 
                          October 31,   Segment   October 31,   Segment 
                             2001     Net Revenue    2000     Net Revenue $ Change  % Change 
                          ----------- ----------- ----------- ----------- --------  -------- 
                                                   (in thousands) 
                                                                   
Interactive Marketing...    $ 3,979        27%      $19,449        40%    $(15,470)   (80)% 
eBusiness and 
 Fulfillment............      8,457         6%       10,126         6%      (1,669)   (16)% 
Search and Portals......      5,364        25%       11,331        19%      (5,967)   (53)% 
Infrastructure and 
 Enabling Technologies..     12,158        60%       18,054        52%      (5,896)   (33)% 
Internet Professional 
 Services...............      3,669        34%        7,298        22%      (3,629)   (50)% 
Other...................     10,802        --        17,992        --       (7,190)   (40)% 
                            -------                 -------               -------- 
Total...................    $44,429        22%      $84,250        24%    $(39,821)   (47)% 
                            =======       ===       =======       ===     ========    === 
 
 
   General and administrative expenses consist primarily of compensation and 
related costs, facilities costs, bad debt expenses and fees for professional 
services. General and administrative expenses decreased during the three months 
ended October 31, 2001 as compared to the same period in the prior year 
primarily due to headcount reductions, the consolidation of office space, 
reduced information systems costs, the closing of the operations of AdForce, 
ExchangePath, 1stUp, the closing of the on-line advertising operations of 
Engage and the effect of the deconsolidation of Signatures and sale of 
Activate. The decrease in the Interactive Marketing segment was primarily the 
result of the decrease in headcount and the consolidation of office facilities 
at Engage, primarily as a result of the closing of its on-line advertising 
business. The decrease in the eBusiness and Fulfillment segment was primarily 
the result of the sale of the Company's majority interest in Signatures. The 
decrease in the Search and Portals segment was primarily the result of 
headcount reductions and management's restructuring initiatives at AltaVista 
and MyWay, as well as the closing of operations at iCAST. The decrease at 
AltaVista reflects reduced information system costs, reduced headcount costs 
and reduced costs related to the consolidation of office space. The decrease at 
MyWay was primarily the result of a reduction in spending at MyWay due to the 
Company's determination to cease funding the operations of MyWay. The decrease 
in the Infrastructure and Enabling Technologies segment was primarily due to 
the closing of operations at AdForce, ExchangePath and 1stUp, the sale of 
Activate and the closing of operations at NaviPath, partially offset by a 
slight increase at NaviSite. The increase at NaviSite was primarily due to 
increased professional fees, partially offset by a decrease in headcount 
related expenses. The decrease in the Internet Professional Services segment 
was primarily the result of a decrease in headcount and a reduction in overall 
spending at Tallan. The decrease in the Other expenses, which includes certain 
corporate administrative functions such as legal, finance and business 
development was primarily the result of a decrease in headcount as part of an 
effort to reduce spending across all Corporate administrative functions. 
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AMORTIZATION OF INTANGIBLE ASSETS AND STOCK-BASED COMPENSATION: 
 
 
 
                             Three                   Three 
                            Months                  Months 
                             Ended     As a % of     Ended     As a % of 
                          October 31,   Segment   October 31,   Segment 
                             2001     Net Revenue    2000     Net Revenue $ Change   % Change 
                          ----------- ----------- ----------- ----------- ---------  -------- 
                                                    (in thousands) 
                                                                    
Interactive Marketing...    $11,546        78%     $160,859       330%    $(149,313)   (93)% 
eBusiness and 
 Fulfillment............     30,996        23%       33,555        19%       (2,559)    (8)% 
Search and Portals......     15,732        72%      276,240       457%     (260,508)   (94)% 
Infrastructure and 
 Enabling Technologies..      1,259         6%       64,540       184%      (63,281)   (98)% 
Internet Professional 
 Services...............      6,338        58%       47,283       142%      (40,945)   (87)% 
Other...................         54        --            56        --            (2)    (4)% 
                            -------                --------               --------- 
Total...................    $65,925        33%     $582,533       163%    $(516,608)   (89)% 
                            =======       ===      ========       ===     =========    === 
 
 
   Amortization of intangible assets and stock-based compensation consisted 
primarily of goodwill amortization expense related to acquisitions made during 
fiscal year 2000. Included within amortization of intangible assets and stock- 
based compensation expenses was approximately $1.9 million and $13.2 million of 
stock-based compensation for the three months ended October 31, 2001 and 2000, 
respectively. The overall decrease in amortization of intangible assets was 
primarily the result of intangible asset impairment charges recorded during 
fiscal 2001. These impairment charges reduced the carrying amounts of goodwill 
and other intangible assets to be amortized over their remaining useful lives. 
The decrease in the Interactive Marketing segment primarily resulted from 
impairment charges recorded during fiscal year 2001 related to certain 
intangible assets of Engage and Yesmail. The decrease in the eBusiness and 
Fulfillment segment primarily resulted from a decrease in the amortization of 
stock-based compensation as a result of the sale of the Company's majority 
interest in Signatures. The decrease in the Search and Portals segment 
primarily resulted from impairment charges recorded during fiscal year 2001 
related to certain intangible assets of AltaVista and MyWay. The decrease in 
the Infrastructure and Enabling Technologies segment primarily resulted from 
impairment charges recorded during fiscal year 2001 related to the closing of 
operations at 1stUp, AdForce and ExchangePath during fiscal year 2001. The 
decrease in the Internet Professional Services segment primarily resulted from 
impairment charges recorded during fiscal year 2001 related to certain 
intangible assets of Tallan. 
 
IMPAIRMENT OF LONG-LIVED ASSETS: 
 
 
 
                             Three                   Three 
                            Months                  Months 
                             Ended     As a % of     Ended     As a % of 
                          October 31,   Segment   October 31,   Segment 
                             2001     Net Revenue    2000     Net Revenue $ Change  % Change 
                          ----------- ----------- ----------- ----------- --------  -------- 
                                                   (in thousands) 
                                                                   
Interactive Marketing...    $    --        --       $16,779        34%    $(16,779)   N/A 
eBusiness and 
 Fulfillment............         --        --         3,500         2%      (3,500)   N/A 
Search and Portals......      6,462        30%       12,436        21%      (5,974)   (48)% 
Infrastructure and 
 Enabling Technologies..     27,359       134%       36,891       105%      (9,532)   (26)% 
Internet Professional 
 Services...............      2,801        26%           --        --        2,801    N/A 
Other...................         --        --            --        --           --     -- 
                            -------                 -------               -------- 



Total...................    $36,622        18%      $69,606        19%    $(32,984)   (47)% 
                            =======       ===       =======       ===     ========    === 
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   The Company records impairment charges as a result of management's ongoing 
business review and impairment analysis performed under its existing policy 
regarding impairment of long-lived assets. Where impairment indicators were 
identified, management determined the amount of the impairment charge by 
comparing the carrying value of long-lived assets to their fair value. 
Management determines fair value of goodwill and certain other intangible 
assets based on a combination of the discounted cash flow methodology, which is 
based upon converting expected cash flows to present value, and the market 
approach, which includes analysis of market price multiples of companies 
engaged in lines of business similar to the Company. The market price multiples 
are selected and applied to the Company based on the relative performance, 
future prospects and risk profile of the Company in comparison to the guideline 
companies. Management predominately utilizes third-party valuation reports in 
its determination of fair value. Management determines fair value of other 
long-lived assets, such as property and equipment, based on third party 
valuation reports. As a result, during management's quarterly review of the 
value and periods of amortization and depreciation of long-lived assets, it was 
determined that the carrying value of certain long-lived assets was not fully 
recoverable. During the first quarter of fiscal year 2002, the Company recorded 
impairment charges totaling approximately $36.6 million. The impairment of 
long-lived assets charge recorded within the Infrastructure and Enabling 
Technologies segment reflects an asset impairment charge related to the 
purchase of certain equipment by NaviSite which it previously leased under 
operating leases expiring through 2003. NaviSite purchased and recorded 
equipment, effective August 1, 2001, with a fair market value of $9.6 million, 
in exchange for a note payable of approximately $35.0 million. Accordingly, as 
the fair value of the equipment, based on a preliminary independent appraisal, 
was less than the associated debt obligation, NaviSite recorded an impairment 
charge on long-lived assets in the first quarter of fiscal 2002 of 
approximately $27.4 million. The impairment of long-lived assets charge 
recorded in the Search and Portals segment reflects an asset impairment charge 
related to AltaVista's agreement to purchase certain equipment which it had 
previously leased under operating and capital lease agreements in exchange for 
a cash payment of $20.0 million. Based on a preliminary independent appraisal, 
the fair market value of the equipment was determined to be $7.9 million. Since 
the fair market value of the equipment was less than the sum of the cash 
payment and the carrying value of the equipment under capital lease agreements, 
net of the remaining obligations, AltaVista recorded an impairment charge on 
long-lived assets in the first quarter of fiscal 2002 of approximately $6.5 
million. Subsequent to October 31, 2001, AltaVista completed and recorded the 
purchase of this equipment. The charge in the Internet and Professional 
Services segment of $2.8 million is primarily due to the carrying value of 
certain other intangible assets, specifically the customer base and workforce 
in place as of the acquisition date at Tallan, exceeding their estimated fair 
value at October 31, 2001. 
 
RESTRUCTURING CHARGES: 
 
 
 
                             Three                   Three 
                            Months                  Months 
                             Ended     As a % of     Ended     As a % of 
                          October 31,   Segment   October 31,   Segment 
                             2001     Net Revenue    2000     Net Revenue $ Change  % Change 
                          ----------- ----------- ----------- ----------- --------  -------- 
                                                   (in thousands) 
                                                                   
Interactive Marketing...   $ 12,475        84 %     $4,130          8%    $  8,345    202% 
eBusiness and 
 Fulfillment............         --        --           --         --           --    N/A 
Search and Portals......     15,971        73 %      4,711          8%      11,260    239% 
Infrastructure and 
 Enabling Technologies..    (17,034)      (84)%         --         --      (17,034)   N/A 
Internet Professional 
 Services...............      3,970        36 %         --         --        3,970    N/A 
Other...................      2,226       N/A           --         --        2,226    N/A 
                           --------                 ------                -------- 
Total...................   $ 17,608         9 %     $8,841          2%    $  8,767     99% 
                           ========       ===       ======        ===     ========    === 
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   The Company's restructuring initiatives involved strategic decisions to exit 
certain businesses or to re-evaluate the current state of on-going businesses. 
Restructuring charges consisted primarily of contract terminations, severance 
charges and equipment charges incurred as a result of the cessation of 
operations of certain subsidiaries and actions taken at several remaining 
subsidiaries to increase operational efficiencies, improve margins and further 
reduce expenses. Severance charges include employee termination costs as a 
result of a reduction in workforce and salary expense for certain employees 
involved in the restructuring efforts. Employees affected by the restructuring 
were notified both through direct personal contact and by written notification. 
The contract terminations primarily consisted of costs to exit facility and 
equipment leases and to terminate bandwidth and other vendor contracts. The 
asset impairment charges primarily relate to the write-off of property and 
equipment. The restructuring charges incurred in the Interactive Marketing 
segment primarily related to approximately $12.5 million at Engage due to the 
closing of its on-line advertising operations and implementation of a 
restructuring plan designed to reduce its corporate overhead costs through 
reductions in the size of its finance and marketing staffs. The closing of the 
on-line advertising business resulted in severance costs incurred in connection 
with the termination of approximately 232 employees and contract termination 
costs in connection with the costs to exit facility and equipment leases. The 
restructuring charges incurred in the Search and Portals segment primarily 
related to restructuring efforts at AltaVista and MyWay. The restructuring 
charges incurred by AltaVista of approximately $10.0 million primarily related 
to severance costs associated with a reduction in the workforce of 
approximately 120 persons, costs associated with the closing of its Irving, 
California office location, and the write-off of an information systems 
software package. The restructuring charges incurred by MyWay of approximately 
$5.9 million primarily relate to the write-off of property and equipment, as 
well as the termination of customer and vendor contracts. The restructuring 
charges in the Infrastructure and Enabling Technologies segment reflect the 
reversal of an accrual of approximately $17.7 million to adjust a restructuring 
charge previously recorded at NaviPath in the fourth quarter of fiscal 2001, as 
NaviPath was successful in negotiating termination payments on certain purchase 
commitments and service contracts for amounts less than originally estimated. 
This was slightly offset by additional restructuring charges recorded as an 
adjustment by NaviPath of approximately $3.1 million in the first quarter of 
fiscal year 2002 related to severance costs and legal and other professional 
fees incurred in connection with the closing of its operations. The 
restructuring charges incurred in the Internet Professional Services segment 
primarily related to severance costs associated with a reduction in the 
workforce of approximately 72 persons, as well as costs associated with the 
closing of five office locations at Tallan. 
 
OTHER INCOME/EXPENSE: 
 
   Interest income decreased $5.5 million to $6.6 million for the three months 
ended October 31, 2001 from $12.1 million for the same period in fiscal year 
2001, reflecting decreased interest income associated with lower average 
corporate cash and cash equivalent balances and a decline in interest rates. 
Interest expense decreased $14.4 million to $8.2 million for the first quarter 
of fiscal 2002 from $22.6 million for the first quarter of fiscal year 2001, 
primarily due to the payment in full in fiscal 2001 of the principal on the 
notes issued in connection with the acquisition of Tallan and due to the 
settlement of the underlying debt associated with the borrowing arrangement 
entered into in connection with a hedge of the Company's investment in Yahoo! 
common stock. 
 
   Other gains (losses), net decreased $204.0 million, or 104%, to ($8.6) 
million for the quarter ended October 31, 2001 from $197.3 million for the same 
period in fiscal 2001. Other gains (losses), net for the quarter ended October 
31, 2001 primarily consisted of a pre-tax loss of approximately $27.5 million 
on the sale of Primedia, Inc. stock, a pre-tax loss of approximately $20.7 
million resulting from the sale of its subsidiary Activate and a pre-tax loss 
of approximately $11.5 million related to impairment charges for other- 
than- temporary declines in the carrying value of certain investments in 
affiliates, offset by a pre-tax gain of 
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approximately $53.9 million on the arrangement that hedged the Company's 
investment in Yahoo! common stock which was settled during the first quarter of 
fiscal 2002. 
 
   There were no gains on issuance of stock by subsidiaries in the first 
quarter of fiscal year 2002. Gains on issuance of stock by subsidiaries in the 
first quarter of fiscal year 2001 primarily reflects the pre-tax gain of $125.9 
on the issuance of stock by Engage in its acquisitions of MediaBridge 
Technologies, Inc. and Space Media Holdings Limited. 
 
   Equity in losses of affiliates, net resulted from the Company's minority 
ownership in certain investments that are accounted for under the equity 
method. Under the equity method of accounting, the Company's proportionate 
share of each affiliate's operating losses and amortization of the Company's 
net excess investment over its equity in each affiliate's net assets is 
included in equity in losses of affiliates. Equity in losses of affiliates 
decreased $3.6 million to $12.2 million for the three months ended October 31, 
2001, from $15.9 million for the same period in fiscal year 2001, primarily 
reflecting a decreased number of investments accounted for under the equity 
method compared to last year's first fiscal quarter. The Company expects its 
affiliate companies to continue to invest in the development of their products 
and services, and to recognize operating losses, which will result in future 
charges recorded by the Company to reflect its proportionate share of such 
losses. 
 
   Minority interest, net decreased to $17.3 million for the three months ended 
October 31, 2001 from $88.9 million for the same period of fiscal year 2001. 
Minority interest for the first quarter of fiscal year 2002 primarily reflects 
the Company's minority interest in the net losses of two subsidiaries, Engage 
and AltaVista. 
 
INCOME TAX EXPENSE: 
 
   Income tax expense recorded in the first quarter of fiscal 2002 was $12.6 
million. Exclusive of taxes provided for significant, unusual or extraordinary 
items that will be reported separately, the Company provides for income taxes 
on a year to date basis at an effective rate based upon its estimate of full 
year earnings. Income tax expense in the first quarter of fiscal 2002 differs 
from the amount computed by applying the U.S. federal income tax rate of 35 
percent to pre-tax loss primarily as a result of non-deductible goodwill 
amortization and impairment charges, and valuation allowances recognized on 
deferred tax assets. During the three months ended October 31, 2001, the 
Company recorded tax expense of approximately $12.6 million for the recognition 
of valuation allowances to continuing operations due to the reduction in 
expected future taxable income related to unrealized gains in "Accumulated 
other comprehensive income (loss)". 
 
 Liquidity and Capital Resources 
 
   Working capital at October 31, 2001 decreased to approximately $269.8 
million compared to $581.3 million at July 31, 2001. The net decrease in 
working capital is primarily attributable to a $96.5 million decrease in 
available-for-sale securities, a $220.0 million increase in the current portion 
of the Company's payable to Compaq Computer Corporation and a $59.9 million 
decrease in cash and cash equivalents. The Company's principal sources of 
capital during the three months ended October 31, 2001 were from the sales of 
approximately 7.1 million shares of Primedia, Inc. common stock for proceeds of 
approximately $15.9 million and from the maturity of other available-for-sale 
securities investments for proceeds of approximately $36.4 million. The 
Company's principal uses of capital during the three months ended October 31, 
2001 were $94.4 million for funding operations and $15.0 million for purchases 
of property and equipment. 
 
   On August 1, 2001, the Company settled the final tranche of the borrowing 
arrangement that hedged the Company's investment in the common stock of Yahoo! 
through the delivery of 581,499 shares of Yahoo! common stock. 
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   On August 18, 2001, the Company issued approximately 5.4 million shares of 
its common stock to Compaq , as a semi-annual interest payment of approximately 
$11.5 million related to notes payable issued to Compaq in the acquisition of 
AltaVista. 
 
   In September 2001, the Company received a federal income tax refund of 
approximately $14.0 million as a result of overpayment of the prior year's 
estimated tax payments. 
 
   On October 29, 2001, the Company and its majority-owned subsidiaries, 
AltaVista and NaviSite entered into agreements with Compaq, a significant 
stockholder of CMGI, and Compaq's wholly-owned subsidiary, CFS. Under certain 
terms of these agreements NaviSite purchased and recorded equipment from CFS 
effective August 1, 2001, previously leased by NaviSite under operating lease 
agreements expiring through 2003, in exchange for a note payable of 
approximately $35.0 million. The $35.0 million due to CFS was executed in the 
form of a convertible note payable to CFS in the total amount of $55.0 million 
on November 8, 2001, as described below. As of October 31, 2001, the $35.0 
million due to CFS has been classified as long term Due to Compaq Computer 
Corporation and Compaq Financial Services Corporation in the accompanying 
condensed consolidated balance sheets. 
 
   Additionally, under the terms of these agreements, AltaVista agreed to 
purchase certain equipment, which it had previously leased from CFS under 
operating and capital lease agreements, in exchange for a cash payment of $20.0 
million. Subsequent to October 31, 2001, AltaVista completed and recorded the 
purchase of this equipment. 
 
   Subsequent to October 31, 2001, as part of the agreement with CFS, NaviSite 
received $20.0 million in cash from CFS in exchange for a six-year convertible 
note payable, which was executed on November 8, 2001. This note, which also 
relates to the $35.0 million equipment purchase described above, bears interest 
at 12% and requires payment of interest only for the first three years from the 
date of issuance. A portion of the interest payable to CFS in the first two 
years may be paid in NaviSite common stock. Principal and interest payments are 
due on a straight-line basis commencing in year four until maturity on the 
sixth anniversary from the issuance date. The convertible note payable is 
secured by substantially all assets of NaviSite and cannot be prepaid. Subject 
to NaviSite stockholder approval, being sought in December 2001, the principal 
balance may be converted into NaviSite common stock at the option of the holder 
at any time prior to maturity at a conversion rate of $0.26 per share. Should 
CFS convert its note payable into the NaviSite's common stock, CFS would own a 
controlling interest in NaviSite. 
 
   Also, subsequent to October 31, 2001, as part of this agreement, Compaq 
agreed to deem the Company's $220.0 million in face amounts of notes payable, 
plus the accrued interest thereon, paid in full in exchange for $75.0 million 
in cash, approximately 4.5 million shares of CMGI common stock and CMGI's 49% 
ownership interest in its affiliate, B2E Solutions, LLC. 
 
   In November 2001, the Company consummated the repurchase of all the 
outstanding shares of its Series C Preferred Stock pursuant to privately 
negotiated stock exchange agreements with the holders of the Series C Preferred 
Stock. In connection therewith, the Company announced the retirement of the 
Series C Preferred Stock effective immediately. Under this agreement, the 
Company repurchased all of the outstanding shares of Series C Preferred Stock 
for aggregate consideration consisting of approximately $100.3 million in cash, 
approximately 34.7 million shares of the Company's common stock, and an 
obligation to deliver, no later than December 2, 2002, approximately 448.3 
million shares of PCCW stock. In addition, due to the delayed delivery 
obligation with respect to the PCCW shares, the Company agreed to make cash 
payments to the former holders of the Series C Preferred Stock, on the dates 
and in the aggregate amounts as follows: approximately $3.7 million on February 
19, 2002, approximately $3.5 million on May 17, 2002, approximately $3.8 
million on August 19, 2002, approximately $3.7 million on November 19, 2002 and 
approximately $0.5 million on 
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December 2, 2002. The obligation to make payments ceases upon delivery of the 
PCCW shares and any payment due for the period during which the PCCW shares are 
delivered to the former holders of the Series C Preferred Stock will be reduced 
on a pro rata basis. 
 
   The Company believes that existing working capital and the availability of 
marketable securities, which could be sold or posted as collateral for 
additional loans, will be sufficient to fund its operations, investments and 
capital expenditures for at least the next twelve months. Should additional 
capital be needed to fund future investment and acquisition activity, the 
Company may seek to raise additional capital through the sale of certain 
subsidiaries, through public or private offerings of the Company's or its 
subsidiaries' stock, or through debt financing. There can be no assurance, 
however, that the Company will be able to raise additional capital on terms 
that are favorable to the Company, or at all. 
 
Factors That May Affect Future Results 
 
   The Company operates in a rapidly changing environment that involves a 
number of risks, some of which are beyond the Company's control. Forward- 
looking statements in this document and those made from time to time by the 
Company through its senior management are made pursuant to the safe harbor 
provisions of the Private Securities Litigation Reform Act of 1995. Forward- 
looking statements concerning the expected future revenues or earnings or 
concerning projected plans, performance, product development, product release 
or product shipment, as well as other estimates related to future operations 
are necessarily only estimates of future results and there can be no assurance 
that actual results will not materially differ from expectations. 
 
   Factors that could cause actual results to differ materially from results 
anticipated in forward-looking statements include, but are not limited to, the 
following: 
 
 CMGI may not have operating income or net income in the future. 
 
   During the fiscal year ended July 31, 2001, CMGI had an operating loss of 
approximately $5.87 billion, and a net loss available to common stockholders of 
approximately $5.50 billion. During the three months ended October 31, 2001, 
CMGI had an operating loss of approximately $207.1 million, and a net loss 
available to common stockholders of approximately $226.7 million. CMGI 
anticipates continuing to incur significant operating expenses in the future, 
including significant costs of revenue and selling, general and administrative 
and amortization expenses. As a result, CMGI expects to continue to incur 
operating losses and may not have enough money to grow its business in the 
future. CMGI can give no assurance that it will achieve profitability or be 
capable of sustaining profitable operations. 
 
 CMGI may have problems raising money it needs in the future. 
 
   In recent years, CMGI has financed its operating losses in part with profits 
from selling some of the stock of companies in which CMGI had invested directly 
or through the @Ventures funds. This funding source may not be sufficient in 
the future, and CMGI may need to obtain funding from outside sources. However, 
CMGI may not be able to obtain funding from outside sources. In addition, even 
if CMGI finds outside funding sources, CMGI may be required to issue to such 
outside sources securities with greater rights than those currently possessed 
by holders of CMGI's currently outstanding securities. CMGI may also be 
required to take other actions, which may lessen the value of its common stock, 
including borrowing money on terms that are not favorable to CMGI. 
 
 If CMGI fails to successfully execute on its segmentation strategy, its 
 revenue, earnings prospects and business may be materially and adversely 
 affected. 
 
Fulfillment; Search and Portals; Infrastructure and Enabling Technologies; and 
Internet Professional Services--as well as CMGI's affiliated venture capital 
arm, @Ventures. To successfully implement its segmentation strategy, CMGI must 
achieve each of the following: 
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  .   overcome the difficulties of integrating its operating companies; 
 
  .   decrease its cash burn rate; 
 
  .   attain an optimal number of operating companies through acquisitions, 
      consolidations, dispositions and divestitures; and 
 
  .   improve its cash position and revenue base. 
 
   If CMGI fails to address each of these factors, its business prospects for 
achieving and sustaining profitability, and the market value of its securities 
may be materially and adversely affected. Even if its implementation of this 
segmentation strategy is successful, the revised structure and reporting 
procedures of the new segmentation strategy may not lead to increased market 
clarity or stockholder value. In addition, the execution of the segmentation 
strategy, including planned reductions in the number of operating companies, 
has resulted in restructuring charges being recorded by CMGI and could result 
in restructuring charges being recorded in future periods. 
 
 CMGI and its operating companies depend on third-party software, systems and 
 services. 
 
   CMGI and its operating companies rely on products and services of third- 
party providers in their business operations. For example, uBid's business 
relies on order management software and information systems provided by Oracle 
and other third parties, as well as on Microsoft .NET enterprise servers to 
run its auction website. There can be no assurance that CMGI or its operating 
companies will not experience operational problems attributable to the 
installation, implementation, integration, performance, features or 
functionality of such third-party software, systems and services. Any 
interruption in the availability or usage of the products and services 
provided by third parties could have a material adverse effect on the business 
or operations of CMGI or its operating companies. 
 
 CMGI depends on certain important employees, and the loss of any of those 
 employees may harm CMGI's business. 
 
   CMGI's performance is substantially dependent on the performance of its 
executive officers and other key employees, in particular, David S. Wetherell, 
CMGI's chairman and chief executive officer, David S. Andonian, CMGI's 
president and chief operating officer, and George A. McMillan, CMGI's chief 
financial officer and treasurer. The familiarity of these individuals with the 
Internet industry makes them especially critical to CMGI's success. In 
addition, CMGI's success is dependent on its ability to attract, train, retain 
and motivate high quality personnel, especially for its management team. The 
loss of the services of any of CMGI's executive officers or key employees may 
harm its business. CMGI's success also depends on its continuing ability to 
attract, train, retain and motivate other highly qualified technical and 
managerial personnel. Competition for such personnel is intense. 
 
 CMGI may incur significant costs to avoid investment company status and may 
 suffer adverse consequences if deemed to be an investment company. 
 
   CMGI may incur significant costs to avoid investment company status and may 
suffer other adverse consequences if deemed to be an investment company under 
the Investment Company Act of 1940. Some of CMGI's equity investments in other 
businesses and its venture subsidiaries may constitute investment securities 
under the Investment Company Act. A company may be deemed to be an investment 
company if it owns investment securities with a value exceeding 40% of its 
total assets, subject to certain exclusions. Investment companies are subject 
to registration under, and compliance with, the Investment Company Act unless 
a particular exclusion or safe harbor provision applies. If CMGI were to be 
deemed an investment company, 
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CMGI would become subject to the requirements of the Investment Company Act. 
As a consequence, CMGI would be prohibited from engaging in business or 
issuing securities as it has in the past and might be subject to civil and 
criminal penalties for noncompliance. In addition, certain of CMGI's contracts 
might be voidable, and a court-appointed receiver could take control of CMGI 
and liquidate its business. 
 
   Although CMGI's investment securities currently comprise less than 40% of 
its total assets, fluctuations in the value of these securities or of CMGI's 
other assets may cause this limit to be exceeded. Unless an exclusion or safe 
harbor was available to CMGI, CMGI would have to attempt to reduce its 
investment securities as a percentage of its total assets. This reduction can 
be attempted in a number of ways, including the disposition of investment 
securities and the acquisition of non-investment security assets. If CMGI were 
required to sell investment securities, CMGI may sell them sooner than it 
otherwise would. These sales may be at depressed prices and CMGI may never 
realize anticipated benefits from, or may incur losses on, these investments. 
CMGI may be unable to sell some investments due to contractual or legal 
restrictions or the inability to locate a suitable buyer. Moreover, CMGI may 
incur tax liabilities when selling assets. CMGI may also be unable to purchase 
additional investment securities that may be important to its operating 
strategy. If CMGI decides to acquire non-investment security assets, CMGI may 
not be able to identify and acquire suitable assets and businesses or the 
terms on which CMGI is able to acquire such assets may be unfavorable. 
 
 There may be conflicts of interest among CMGI, CMGI's affiliates and their 
 respective officers, directors and stockholders. 
 
   Some of CMGI's officers and directors also serve as officers or directors 
of one or more of CMGI's affiliates. As a result, CMGI, CMGI's officers and 
directors, and CMGI's affiliates may face potential conflicts of interest with 
each other and with stockholders. Specifically, CMGI's officers and directors 
may be presented with situations in their capacity as officers or directors of 
one of CMGI's affiliates that conflict with their fiduciary obligations as 
officers or directors of CMGI or of another affiliate. 
 
 CMGI's strategy of selling assets of, or investments in, the companies that 
 it has acquired and developed presents risks. 
 
   One element of CMGI's business plan involves raising cash for working 
capital for its business by selling, in public or private offerings, some of 
the companies, or portions of the companies, that it has acquired and 
developed or in which it has invested. Market and other conditions largely 
beyond CMGI's control affect: 
 
  .   the amount of proceeds from such sales. 
 
  .   the timing of such sales; and 
 
  .   its ability to engage in such sales; 
 
   As a result, CMGI may not be able to sell some of these assets. In 
addition, even if CMGI is able to sell, CMGI may not be able to sell at 
favorable prices or on favorable terms. If CMGI is unable to sell these assets 
at favorable prices and terms, its business will be harmed. 
 
 CMGI's strategy of expanding its business through acquisitions of other 
 businesses and technologies presents special risks. 
 
   CMGI intends to continue to expand through the acquisition of businesses, 
technologies, products and services from other businesses. Acquisitions 
involve a number of special problems, including: 
 
  .   difficulty integrating acquired technologies, operations, and personnel 
      with the existing businesses; 
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  .   diversion of management attention in connection with both negotiating 
      the acquisitions and integrating the assets; 
 
  .   strain on managerial and operational resources as management tries to 
      oversee larger operations; 
 
  .   exposure to unforeseen liabilities of acquired companies; 
 
  .   potential issuance of securities in connection with an acquisition with 
      rights that are superior to the rights of holders of CMGI's currently 
      outstanding securities; 
 
  .   the need to incur additional debt; and 
 
  .   the requirement to record potentially significant additional future 
      operating costs for the amortization of goodwill and other intangible 
      assets. 
 
   CMGI may not be able to successfully address these problems. Moreover, 
CMGI's future operating results will depend to a significant degree on its 
ability to successfully manage growth and integrate acquisitions. In addition, 
many of CMGI's investments are in early-stage companies with limited operating 
histories and limited or no revenues. CMGI may not be able to successfully 
develop these young companies. 
 
 CMGI faces competition from other acquirors of and investors in Internet- 
 related ventures which may prevent CMGI from realizing strategic 
 opportunities. 
 
   CMGI acquires or invests in existing companies that it believes are 
complementary to its network and further its vision of the Internet. In 
pursuing these opportunities, CMGI faces competition from other capital 
providers and operators of Internet-related companies, including publicly 
traded Internet companies, venture capital companies and large corporations. 
Some of these competitors have greater financial resources than CMGI does. This 
competition may limit CMGI's opportunity to acquire interests in companies that 
could advance its vision of the Internet and increase its value. 
 
 CMGI's growth strategy and restructuring efforts place strain on its 
 managerial, operational and financial resources. 
 
   CMGI's growth strategy and restructuring efforts have placed, and are 
expected to continue to place, a significant strain on its managerial, 
operational and financial resources. CMGI's continued restructuring efforts and 
future growth will increase this strain on its managerial, operational and 
financial resources, inhibiting its ability to achieve the rapid execution 
necessary to successfully implement its business plan. 
 
 CMGI must develop and maintain positive brand name awareness. 
 
   CMGI believes that establishing and maintaining its brand names is essential 
to expanding its business and attracting new customers. CMGI also believes that 
the importance of brand name recognition will increase in the future because of 
the growing number of Internet companies that will need to differentiate 
themselves. Promotion and enhancement of CMGI's brand names will depend largely 
on its ability to provide consistently high-quality products and services. If 
CMGI is unable to provide high-quality products and services, the value of its 
brand names will suffer and CMGI's business prospects may be adversely 
affected. 
 
 CMGI's quarterly results may fluctuate widely. 
 
   CMGI's operating results have fluctuated widely on a quarterly basis during 
the last several years, and it expects to experience significant fluctuation in 
future quarterly operating results. Many factors, some of which 
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are beyond CMGI's control, have contributed to these quarterly fluctuations in 
the past and may continue to do so. Such factors include: 
 
  .   demand for its products and services; 
 
  .   payment of costs associated with its acquisitions, sales of assets and 
      investments; 
 
  .   timing of sales of assets; 
 
  .   market acceptance of new products and services; 
 
  .   charges for impairment of long-lived assets in future periods; 
 
  .   potential restructuring charges in connection with CMGI's segmentation 
      strategy; 
 
  .   specific economic conditions in the industries in which CMGI competes; 
      and 
 
  .   general economic conditions. 
 
   The emerging nature of the commercial uses of the Internet makes predictions 
concerning CMGI's future revenues difficult. CMGI believes that period-to- 
period comparisons of its results of operations will not necessarily be 
meaningful and should not be relied upon as indicative of its future 
performance. It is also possible that in some fiscal quarters, CMGI's operating 
results will be below the expectations of securities analysts and investors. In 
such circumstances, the price of CMGI's common stock may decline. 
 
 The price of CMGI's common stock has been volatile and may fluctuate based on 
 the value of its assets. 
 
   The market price of CMGI's common stock has been, and is likely to continue 
to be, volatile, experiencing wide fluctuations. In recent years, the stock 
market has experienced significant price and volume fluctuations, which have 
particularly impacted the market prices of equity securities of many companies 
providing Internet-related products and services. Some of these fluctuations 
appear to be unrelated or disproportionate to the operating performance of such 
companies. Future market movements may adversely affect the market price of 
CMGI's common stock. In addition, should the market price of CMGI's common 
stock drop below $1.00 per share for extended periods in the future, it risks 
delisting from the Nasdaq National Market, which would have an adverse effect 
on CMGI's business. 
 
   In addition, a portion of CMGI's assets includes the equity securities of 
both publicly traded and non-publicly traded companies. The market price and 
valuations of the securities that CMGI holds may fluctuate due to market 
conditions and other conditions over which CMGI has no control. Fluctuations in 
the market price and valuations of the securities that CMGI holds in other 
companies may result in fluctuations of the market price of CMGI's common stock 
and may reduce the amount of working capital available to CMGI. 
 
 CMGI relies on NaviSite for Web site hosting. 
 
   CMGI and many of its operating companies rely on NaviSite for network 
connectivity and hosting of servers. If NaviSite fails to perform such 
services, CMGI's internal business operations may be interrupted, and the 
ability of CMGI's operating companies to provide services to customers may also 
be interrupted. Such interruptions may have an adverse impact on CMGI's 
business and revenues and its operating companies. 
 
 The success of CMGI's operating companies depends greatly on increased use of 
 the Internet by businesses and individuals. 
 
   The success of CMGI's operating companies depends greatly on increased use 
of the Internet for electronic commerce transactions, advertising, marketing, 
providing services and conducting business. 
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Commercial use of the Internet is currently at an early stage of development 
and the future of the Internet is not clear. In addition, it is not clear how 
effective Internet advertising is or will be, or how successful Internet-based 
sales will be. The businesses of CMGI's operating companies will suffer if 
commercial use of the Internet fails to grow in the future. 
 
 CMGI's operating companies are subject to intense competition. 
 
   The market for Internet products and services is highly competitive. 
Moreover, the market for Internet products and services lacks significant 
barriers to entry, enabling new businesses to enter this market relatively 
easily. Competition in the market for Internet products and services may 
intensify in the future. Numerous well-established companies and smaller 
entrepreneurial companies are focusing significant resources on developing and 
marketing products and services that will compete with the products and 
services of CMGI operating companies. In addition, many of the current and 
potential competitors of CMGI operating companies have greater financial, 
technical, operational and marketing resources than those of CMGI operating 
companies. CMGI operating companies may not be able to compete successfully 
against these competitors. Competitive pressures may also force prices for 
Internet goods and services down and such price reductions may reduce the 
revenues of CMGI operating companies. 
 
 If the United States or other governments regulate the Internet more closely, 
 the businesses of CMGI's operating companies may be harmed. 
 
   Because of the Internet's popularity and increasing use, new laws and 
regulations may be adopted. These laws and regulations may cover issues such 
as privacy, pricing, taxation and content. The enactment of any additional 
laws or regulations may impede the growth of the Internet and the Internet- 
related business of CMGI operating companies and could place additional 
financial burdens on their businesses. 
 
 To succeed, CMGI's operating companies must respond to the rapid changes in 
 technology and distribution channels related to the Internet. 
 
   The markets for the Internet products and services of CMGI operating 
companies are characterized by: 
 
  .   rapidly changing technology; 
 
  .   evolving industry standards; 
 
  .   frequent new product and service introductions; 
 
  .   shifting distribution channels; and 
 
  .   changing customer demands. 
 
   The success of CMGI operating companies will depend on their ability to 
adapt to this rapidly evolving marketplace. They may not be able to adequately 
adapt their products and services or to acquire new products and services that 
can compete successfully. In addition, CMGI operating companies may not be 
able to establish and maintain effective distribution channels. 
 
 CMGI's operating companies face security risks. 
 
   Consumer concerns about the security of transmissions of confidential 
information over public telecommunications facilities is a significant barrier 
to electronic commerce and communications on the Internet. Many factors may 
cause compromises or breaches of the security systems CMGI operating companies 
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or other Internet sites use to protect proprietary information, including 
advances in computer and software functionality or new discoveries in the field 
of cryptography. A compromise of security on the Internet would have a negative 
effect on the use of the Internet for commerce and communications and 
negatively impact CMGI operating companies' businesses. Security breaches of 
their activities or the activities of their customers and sponsors involving 
the storage and transmission of proprietary information, such as credit card 
numbers, may expose CMGI operating companies to a risk of loss or litigation 
and possible liability. CMGI cannot assure that the security measures of CMGI 
operating companies will prevent security breaches. 
 
 The success of the global operations of CMGI's operating companies is subject 
 to special risks and costs. 
 
   CMGI operating companies have begun, and intend to continue, to expand their 
operations outside of the United States. This international expansion will 
require significant management attention and financial resources. The ability 
of CMGI operating companies to expand their offerings of CMGI's products and 
services internationally will be limited by the general acceptance of the 
Internet and intranets in other countries. In addition, CMGI and its operating 
companies have limited experience in such international activities. 
Accordingly, CMGI and its operating companies expect to commit substantial time 
and development resources to customizing the products and services of its 
operating companies for selected international markets and to developing 
international sales and support channels. 
 
   CMGI expects that the export sales of its operating companies will be 
denominated predominantly in United States dollars. As a result, an increase in 
the value of the United States dollar relative to other currencies may make the 
products and services of its operating companies more expensive and, therefore, 
potentially less competitive in international markets. As CMGI operating 
companies increase their international sales, their total revenues may also be 
affected to a greater extent by seasonal fluctuations resulting from lower 
sales that typically occur during the summer months in Europe and other parts 
of the world. 
 
 CMGI's operating companies could be subject to infringement claims. 
 
   From time to time, CMGI operating companies have been, and expect to 
continue to be, subject to third party claims in the ordinary course of 
business, including claims of alleged infringement of intellectual property 
rights. Any such claims may damage the businesses of CMGI operating companies 
by: 
 
   .  subjecting them to significant liability for damages; 
 
   .  resulting in invalidation of their proprietary rights; 
 
   .  being time-consuming and expensive to defend even if such claims are not 
meritorious; and 
 
   .  resulting in the diversion of management time and attention. 
 
 CMGI's operating companies may have liability for information retrieved from 
 the Internet. 
 
   Because materials may be downloaded from the Internet and subsequently 
distributed to others, CMGI operating companies may be subject to claims for 
defamation, negligence, copyright or trademark infringement, personal injury or 
other theories based on the nature, content, publication and distribution of 
such materials. 
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Item 3. Quantitative and Qualitative Disclosures About Market Risk 
 
   The Company is exposed to equity price risks on the marketable portion of 
its equity securities. The Company's available-for-sale securities at October 
31, 2001 primarily consist of investments in companies in the Internet and 
technology industries which have experienced significant historical volatility 
in their stock prices. The Company typically does not attempt to reduce or 
eliminate its market exposure on these securities. A 20% adverse change in 
equity prices, based on a sensitivity analysis of the equity component of the 
Company's available-for-sale securities portfolio as of October 31, 2001, would 
result in an approximate $2.7 million decrease in the fair value of the 
Company's available-for-sale securities. 
 
   The carrying values of financial instruments including cash and cash 
equivalents, accounts receivable, accounts payable and notes payable, 
approximate fair value because of the short maturity of these instruments. The 
carrying value of long-term debt approximates its fair value, as estimated by 
using discounted future cash flows based on the Company's current incremental 
borrowing rates for similar types of borrowing arrangements. 
 
   The Company from time to time uses derivative financial instruments 
primarily to reduce exposure to adverse fluctuations in interest rates on its 
borrowing arrangements. --See note K to the Interim Unaudited Condensed 
Consolidated Financial Statements. The Company does not enter into derivative 
financial instruments for trading purposes. As a matter of policy all 
derivative positions are used to reduce risk by hedging underlying economic or 
market exposure. The derivatives the Company uses are straightforward 
instruments with liquid markets. At October 31, 2001, the Company was primarily 
exposed to the London Interbank Offered Rate (LIBOR) interest rate on its 
outstanding borrowing arrangements. 
 
   The Company has historically had very low exposure to changes in foreign 
currency exchange rates, and as such, has not used derivative financial 
instruments to manage foreign currency fluctuation risk. The Company may 
consider utilizing derivative instruments to mitigate the risk of foreign 
currency exchange rate fluctuations in the future. 
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Item 1. Legal Proceedings 
 
   In December 1999, Neil Braun, a former officer of iCAST Corporation, a 
wholly-owned subsidiary of the Company ("iCAST"), filed a complaint in United 
States District Court, Southern District of New York naming the Company, iCAST 
Corporation, and David S. Wetherell as defendants. In the complaint, Mr. Braun 
alleges breach of contract regarding his termination from iCAST and claims that 
he is entitled to acceleration of options to purchase CMGI common stock and 
iCAST common stock, upon his termination, under contract and promissory 
estoppel principles. Mr. Braun also claims that, under quantum meruit 
principles, he is entitled to lost compensation. Mr. Braun seeks damages of 
approximately $50 million and requests specific performance of the acceleration 
and exercise of options. On February 2, 2001, the Court heard oral argument on 
defendant's Motion for Summary Judgment and took the matter under advisement. 
 
   In October 2001, the Court (i) granted summary judgment dismissing Mr. 
Wetherell as a defendant and (ii) granted summary judgment, disposing of Mr. 
Braun's contract claim. Mr. Braun's promissory estoppel claim and quantum 
meruit claim were not disposed of on summary judgment. Trial on these claims is 
currently scheduled to begin in January 2002. The Company and iCAST believe 
these claims are without merit and plan to vigorously defend against these 
claims. 
 
   In August 2001, Jeffrey Black, a former employee of AltaVista, filed a 
complaint in Superior Court of the State of California (Santa Clara County) in 
his individual capacity as well as in his capacity as a trustee of two family 
trusts against the Company and AltaVista alleging certain claims arising out of 
the termination of Mr. Black's employment with AltaVista. As set forth in the 
complaint, Mr. Black is seeking monetary damages in excess of $70 million. The 
Company and AltaVista believe these claims are without merit and plan to 
vigorously defend against these claims. On November 29, 2001, the court 
sustained the defendants' demurrers regarding, among other things, Black's 
breach of contract claims against the Company and allegations made on behalf of 
the "trust plaintiffs," but granted Black leave to amend the complaint. 
 
Item 2. Changes in Securities and Use of Proceeds 
 
   On August 18, 2001, pursuant to the terms of promissory notes in the 
original aggregate principal amount of $220,000,000 issued by the Company on 
August 18, 1999 to Compaq in connection with the Company's acquisition of 
AltaVista, the Company issued an aggregate of 5,397,196 shares of Common Stock 
to Compaq in satisfaction of interest due and payable on the notes. The shares 
of Common Stock were issued and sold to Compaq in reliance on Section 4(2) of 
the Securities Act of 1933, as amended, as a sale by the Company not involving 
a public offering. No underwriters were involved with the issuance and sale of 
the shares of Common Stock. 
 
Item 6. Exhibits and Reports on Form 8-K 
 
   (a) Exhibits 
 
    The Exhibits listed in the Exhibit Index immediately preceding such 
    Exhibits are filed with or incorporated by reference in this report. 
 
   (b) Reports on Form 8-K 
 
    On October 30, 2001, the Company filed a Current Report on Form 8-K 
    dated October 29, 2001 to report under Item 5 (Other Events) an 
    agreement with Compaq Computer Corporation and Compaq Financial 
    Services Corporation. No financial statements were filed with such 
    report. 
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Date: December 17, 2001 
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 Item                                Description 
 ----                                ----------- 
    
 10.1 Transaction Agreement dated as of October 29, 2001 by and among the 
      Registrant, NaviSite, Inc., AltaVista Company, Compaq Computer 
      Corporation, Compaq Financial Services Corporation, Compaq Financial 
      Services Company and Compaq Financial Services Canada Corporation is 
      incorporated herein by reference to Exhibit 10.1 to the Registrant's 
      Current Report on Form 8-K dated October 29, 2001 (File No. 000-23262). 
 
 10.2 Purchase Agreement dated as of October 29, 2001 by and among the Company, 
      Compaq Computer Corporation and B2E Solutions, LLC, relating to the 
      purchase and sale of 34,490,140 Units of B2E Solutions, LLC is 
      incorporated herein by reference to Exhibit 10.2 to the Registrant's 
      Current Report on Form 8-K dated October 29, 2001 (File No. 000-23262). 
 
 10.3 Note Purchase Agreement dated as of October 29, 2001 by and among the 
      Company, NaviSite, Inc. and Compaq Financial Services Corporation is 
      incorporated herein by reference to Exhibit 10.3 to the Registrant's 
      Current Report on Form 8-K dated October 29, 2001 (File No. 000-23262). 
 
 10.4 Loan and Security Agreement, dated as of October 30, 2001, by and among 
      SalesLink Corporation, InSolutions Incorporated, On-Demand Solutions, 
      Inc., Pacific Direct Marketing Corp. and SalesLink Mexico Holding Corp., 
      as Borrowers, and LaSalle Bank National Association and Citizens Bank of 
      Massachusetts, as Lenders. 
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                          LOAN AND SECURITY AGREEMENT 
 
 
 
                         DATED AS OF OCTOBER 30, 2001 
 
 
 
                                 BY AND AMONG 
 
               SALESLINK CORPORATION, INSOLUTIONS INCORPORATED, 
                   ON-DEMAND SOLUTIONS, INC., PACIFIC DIRECT 
       MARKETING CORP. AND SALESLINK MEXICO HOLDING CORP., AS BORROWERS, 
 
 
                                  THE LENDERS 
 
 
                                      AND 
 
 
                      LASALLE BANK NATIONAL ASSOCIATION, 
                           AS AGENT FOR THE LENDERS 
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                          LOAN AND SECURITY AGREEMENT 
                          --------------------------- 
 
 
          THIS LOAN AND SECURITY AGREEMENT (this "AGREEMENT") is made as of the 
30th day of October, 2001 by and among SALESLINK CORPORATION, a Delaware 
corporation, INSOLUTIONS INCORPORATED, a Delaware corporation, ON-DEMAND 
SOLUTIONS, INC., a Massachusetts corporation, PACIFIC DIRECT MARKETING CORP., a 
California corporation, SALESLINK MEXICO HOLDING CORP., a Delaware corporation 
(each herein called a "BORROWER" and collectively, the "BORROWERS"), the lenders 
party hereto (herein collectively called the "LENDERS" and each individually 
called a "LENDER") and LASALLE BANK NATIONAL ASSOCIATION, as a Lender and as 
Agent for the Lenders. 
 
          WHEREAS, Borrowers desire to borrow funds and obtain other financial 
accommodations from Lenders, and Lenders are willing to make certain loans and 
provide other financial accommodations to Borrowers upon the terms and 
conditions set forth in this Agreement; 
 
          NOW, THEREFORE, in consideration of the terms and conditions contained 
herein, and of any loans or extension of credit previously, now or to be made to 
or for the benefit of Borrowers by Lenders, the parties agree as follows: 
 
     1.   DEFINITIONS AND INTERPRETATIONS. 
          ------------------------------- 
 
     1.1  DEFINITIONS.  When used in this Agreement, the following terms shall 
have the following meanings: 
 
          "ACCOUNTS" shall mean all accounts (including without limitation all 
     right to payment for services rendered or goods sold or leased), contract 
     rights, leases, chattel paper, instruments, life insurance policies, notes 
     and documents, whether now owned or to be acquired by any Borrower. 
 
          "ACCOUNT DEBTOR" shall mean any Person who is or who may become 
     obligated to any Borrower under, with respect to, or on account of an 
     Account. 
 
          "ACCOUNTS AND INVENTORY REPORT" shall mean a report delivered to Agent 
     by Borrowers, in accordance with Section 7.2(C)(vi), consisting of (i) a 
     trial balance of all Accounts existing as of the last day of the month 
     preceding the date of such Accounts and Inventory Report, specifying for 
     each Account Debtor obligated on the Accounts, such Account Debtor's name 
     and outstanding balance, (ii) an aging of such Accounts, (iii) a list of 
     all billings booked in advance as of such day, (iv) an inventory listing, 
     and (v) any other information reasonably required herein. 
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          "AFFILIATE" shall mean any and all Persons which, in the reasonable 
     judgment of Agent, directly or indirectly, own or control, are controlled 
     by or are under common control with a Borrower, and any and all Persons 
     from whom, in the reasonable judgment of Agent, a Borrower has not or is 
     not likely to exhibit independence of decision or action.  For the purpose 
     of this definition and where otherwise applicable herein, "CONTROL" means 
     the possession, directly or indirectly, of the power to direct or cause the 
     direction of management and policies of a Person, whether through the 
     ownership of voting securities, by contract or otherwise.  For purposes of 
     this Agreement, no Borrower shall be deemed to be an Affiliate of any other 
     Borrower. 
 
          "AGENT" shall mean LaSalle in its capacity as administrative, 
     collateral and documentation agent for all of the Lenders and not in its 
     individual capacity, and its successor appointed pursuant to Section 9.9. 
 
          "AGENT-RELATED PERSONS" shall mean Agent and any successor agent 
     arising under Section 9.9, together with their respective Affiliates and 
     the officers, directors, employees, agents and attorneys-in-fact of such 
     Persons and Affiliates. 
 
          "AGGREGATE REVOLVING CREDIT COMMITMENT" shall mean the combined 
     Revolving Credit Commitments of the Lenders, which shall initially be in 
     the amount of $13,000,000, as such amount may be reduced from time to time 
     pursuant to this Agreement. 
 
          "AGGREGATE TERM LOAN COMMITMENT" shall mean the combined Term Loan 
     Commitments of the Lenders, which shall initially be in the amount of 
     $12,000,000, as such amounts may be reduced from time to time pursuant to 
     this Agreement. 
 
          "ALLOCABLE AMOUNT" shall have the meaning ascribed to it in Section 
     11.7. 
 
          "AMORTIZATION COMMENCEMENT DATE" shall mean the earlier of (i) the 
     date on which the Aggregate Term Loan Commitment has been loaned to 
     Borrowers in its entirety or (ii) October 30, 2002. 
 
          "ANCILLARY AGREEMENTS" shall mean all Security Documents and all 
     agreements, instruments and documents, including without limitation, notes, 
     guaranties, mortgages, deeds of trust, chattel mortgages, pledges, powers 
     of attorney, consents, assignments, contracts, notices, security 
     agreements, leases, financing statements, environmental indemnity 
     agreement, subordination agreements, trust account agreements and all other 
     written matter whether previously, now, or to be executed by or on behalf 
     of a Borrower or any other Person or delivered to Agent or any Lender with 
     respect to this Agreement. 
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          "APPLICABLE MARGIN" shall mean (i) with respect to the Revolving 
     Credit Facility, the percentage interest rate per annum, based upon the 
     Senior Leverage Ratio set forth in the most recent Compliance Certificate, 
     as indicated in the following chart: 
 
            SENIOR LEVERAGE RATIO                        PERCENTAGE RATE 
          -------------------------                      --------------- 
          Less than 0.50:1.00                            1.25% 
          Greater than or equal to 
          0.50:1.00, but less than                       1.50% 
          0.75:1.00 
          Greater than or equal to 
          0.75:1.00, but less than                       1.75% 
          1.00:1.00 
          Greater than or equal to 
          1.00:1.00                                      2.00% 
 
          and (ii) with respect to the Term Loan, the percentage interest rate 
     per annum, based upon the Senior Leverage Ratio set forth in the most 
     recent Compliance Certificate, as indicated in the following chart: 
 
            SENIOR LEVERAGE RATIO                        PERCENTAGE RATE 
          -------------------------                      --------------- 
          Less than 0.50:1.00                            1.75% 
          Greater than or equal to 
          0.50:1.00, but less than                       2.00% 
          0.75:1.00 
          Greater than or equal to 
          0.75:1.00, but less than                       2.25% 
          1.00:1.00 
          Greater than or equal to 1.00:1.00             2.50% 
 
          "AVAILABILITY" shall mean at any time, the lesser of (i) the Aggregate 
     Revolving Credit Commitment and (ii) the Borrowing Base, as determined on 
     the basis of the most recent Borrowing Base Certificate. 
 
        "BORROWING BASE" shall have the meaning ascribed to it in Section 2.1. 
 
        "BORROWING BASE CERTIFICATE" shall have the meaning ascribed to it in 
     Section 7.2(C)(v). 
 
          "BUSINESS DAY" shall mean any day that is not a Saturday, Sunday or 
     other day on which (i) commercial banks in the State of Illinois or the 
     Commonwealth of Massachusetts or (ii) the New York Stock Exchange, are 
     required or authorized by law to remain closed; provided that, when used in 
     connection with a LIBOR Loan, the term 
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     "Business Day" shall also exclude any day on which banks are not open for 
     dealings in Dollars in the London interbank market. 
 
          "BUY BACK AGREEMENT" shall mean an agreement between a Borrower(s) and 
     a customer of such Borrower pursuant to which such customer agrees to 
     purchase from such Borrower any Inventory that is in excess of such 
     Borrower's then current requirements or which is obsolete, at a price that 
     is not less than 100% of the original purchase price of such Inventory. 
 
          "CASH FLOW LEVERAGE RATIO" shall mean as of any day the ratio of the 
     then current amount of the consolidated Liabilities (excluding any 
     Subordinated Debt) to consolidated EBITDA as of the end of the most recent 
     fiscal quarter of Borrowers multiplied by four. 
 
          "CAPITAL EXPENDITURES"  shall mean for any period, the sum of all 
     expenditures during that period that are or are to be included in 
     "additions to property, plant or equipment" or a comparable item in the 
     statement of cash flows of each Borrower, net of the amount of any 
     reimbursement payments made to any Borrower by any third party in 
     connection with any such expenditures. 
 
          "CAPITALIZED LEASE OBLIGATIONS" shall mean for any period the amounts 
     payable with respect to leases of tangible or intangible property of any 
     character, however denoted, which is required by generally accepted 
     accounting principles to be reflected as a liability on the face of the 
     balance sheet. 
 
          "CHARGES" shall mean all national, federal, state, county, city, 
     municipal, or other governmental (including, without limitation, the 
     Pension Benefit Guaranty Corporation) taxes, levies, assessments, charges, 
     Liens, claims or encumbrances upon or relating to (i) the Collateral, (ii) 
     the Liabilities, (iii) Borrowers' employees, payroll, income or gross 
     receipts, (iv) Borrowers' ownership or use of any of its assets, or (v) any 
     other aspect of Borrowers' respective businesses. 
 
          "CLOSING" shall have the meaning ascribed to it in Section 2.11(A). 
 
          "COLLATERAL" shall mean all of the Property and interests in Property 
     described in Section 4.1 and all other Property and interests in Property 
     which shall, from time to time, secure any part of the Liabilities. 
 
        "COMMERCIAL TORT CLAIMS" shall mean commercial tort claims of any 
     Borrower, including those specifically identified on Schedule T to this 
     Agreement, as it may be amended from time to time. 
 
        "COMMITMENT" means, for each Lender, the sum of its Revolving Loan 
     Commitment and Term Loan Commitment. 
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        "COMPLIANCE CERTIFICATE" shall have the meaning ascribed to it in 
     Section 2.11(A)(x). 
 
          "DEBT SERVICE" shall mean, with reference to any period, the sum 
     (without duplication) of (i) the aggregate amount of payments required to 
     be made by Borrowers and their respective Subsidiaries during such period 
     in respect of principal on all Indebtedness for Borrowed Money (whether at 
     maturity, as a result of mandatory sinking fund redemption, mandatory 
     prepayment, acceleration or otherwise), plus (ii) all Interest Expense paid 
     in cash for such period determined in accordance with generally accepted 
     accounting principles. 
 
          "DEBT SERVICE COVERAGE RATIO" shall mean as at any date of measurement 
     thereof, the ratio of consolidated EBITDA for the period of the most 
     recently ended four consecutive quarters of Borrowers prior to such date 
     minus any decreases in Working Capital for such period plus any increase in 
     Working Capital for such period minus Capital Expenditures not financed 
     with the proceeds of Long Term Debt for such period minus any dividends or 
     distributions made by SalesLink to its shareholders for such period minus 
     any Taxes due for such period to Debt Service with respect to the period 
     commencing on the first day of Borrowers' fiscal year in which such day 
     occurs and ending on such day. 
 
          "DEFAULT" shall mean any event or condition which, with the passage of 
     time or the giving of notice or both, would constitute an Event of Default. 
 
          "DOLLARS" and the symbol "$" shall mean the lawful currency of the 
     United States of America. 
 
          "EBITDA" shall mean with reference to any period (i) consolidated net 
     income (or net deficit) of Borrowers and their respective Subsidiaries for 
     such period as computed in accordance with generally accepted accounting 
     principles consistently applied, plus (ii) (a) Interest Expense without 
     duplication, Interest Expense shall not include interest that is paid in 
     kind for such period, (b) all amounts deducted in arriving at such net 
     income (net deficit) in respect of federal, state and local income taxes 
     for such period and (c) all amounts properly charged for depreciation of 
     fixed assets and amortization of intangible assets during such period on 
     the books of such Persons. 
 
          "ELIGIBLE COLLATERAL LOCATION" shall mean the locations identified on 
     Exhibit G attached hereto, together with such other locations as to which 
     Agent may, from time to time, agree, subject to Section 4.6 and such 
     reasonable conditions as Agent may determine appropriate, including the 
     execution and filing of appropriate financing statements and the obtaining 
     of any lien waivers from any bailee, warehouseman, landlord, mortgagee or 
     similarly situated Person who may have a Lien in or upon any Inventory at 
     such location. 
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          "ELIGIBLE INVENTORY" means the aggregate amount of all Inventory 
     (including raw materials) of Borrowers and their Subsidiaries that is 
     subject to a Buy Back Agreement, valued on the first-in, first-out method 
     of inventory valuation, less any inventory: 
 
              (i) which is damaged, or not of merchantable quality, or has any 
          defects that would affect the market value of such inventory; or 
 
              (ii) which is located in Minnesota or New Jersey, unless a 
          Borrower has qualified to do business in such State and has filed 
          appropriate notices of business activities reports (or other 
          appropriate filings) with the appropriate state authorities for the 
          then current year; or 
 
              (iii)  which is consigned, in transit or the subject of a bill in 
          lading or other title document; or 
 
              (iv) which is not located at an Eligible Collateral Location; or 
 
              (v) which Agent in its reasonable discretion determines not to 
          treat as Eligible Inventory, including without limitation due to age, 
          type, category or quantity (Agent shall notify Borrowers of any such 
          determination within a reasonable time after it has been made); or 
 
              (vi) which fails to meet or violates any warranty, representation 
          or covenant contained in this Agreement or any related document or 
          instrument relating to such Inventory; or 
 
              (vii) which is subject to any Lien or security interest except in 
          favor of Agent; or 
 
              (viii) which is produced in violation of the Fair Labor Standards 
          Act or is packaging or shipping material or general supplies; or 
 
              (ix) which is not in good condition or does not meet in all 
          material respects all material standards imposed by any Person having 
          regulatory authority over such goods or their use and/or sale, is 
          damaged or slow moving, is not currently saleable in the normal course 
          of business or is saleable but requires repairs, repackaging or other 
          cost and expense (other than normal and customary stocking costs). 
 
          Borrowers agree that work in process inventory shall not be included 
     in Eligible Inventory.  Notwithstanding anything to the contrary herein, no 
     Inventory owned by any Borrower or Subsidiary located outside of the United 
     States shall be Eligible Inventory until such time as Agent shall have 
     received evidence satisfactory to it, in its reasonable discretion, of the 
     creation, perfection and the relative priority of a security interest in 
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     such Inventory in favor of Agent including an opinion of counsel to that 
     effect acceptable to Agent in its reasonable discretion. 
 
          "ELIGIBLE RECEIVABLES" means the aggregate amount of all accounts of 
     each Borrower and its Subsidiaries arising in the ordinary course of such 
     Borrower's or Subsidiary's business as presently conducted, valued at the 
     lowest of invoice (adjusted for credits, returns or the like), book value 
     or the amount reasonably expected by such Borrower or Subsidiary to be 
     collected from the particular Account Debtor(s), less any accounts and 
     related amounts: 
 
              (i) which remain fully or partially unpaid for more than 90 days 
          after their respective invoice dates; or 
 
              (ii) which are not due and payable in full in accordance with such 
          Borrower's credit and collection policy as disclosed by such Borrower 
          to Agent; provided, however, that regardless of the terms of such 
          credit and collection policy, no Eligible Receivable shall have a 
          payment term which is greater than forty-five (45) days from the date 
          of its related invoice; or 
 
              (iii) which are owed by a particular Account Debtor if fifty 
          percent (50%) or more of the balance owing by such Account Debtor has 
          not been paid within 90 days of the invoice date; or 
 
              (iv) with respect to which the Account Debtor is another Borrower 
          or is a partner, shareholder, director, officer, employee, or agent of 
          any such Borrower or is a Subsidiary or other Affiliate, except with 
          respect to uBid, Inc.; or 
 
              (v) with respect to which payment by the Account Debtor is or may 
          be conditional, and accounts commonly known as "bill and hold" or 
          accounts with a similar or like arrangement; or 
 
              (vi) with respect to which the Account Debtor is not a resident or 
          citizen of or otherwise located in the United States of America, or 
          with respect to which the Account Debtor is not subject to service of 
          process in the United States of America, unless such Borrower has 
          furnished Agent with a letter of credit or account receivable 
          insurance in at least the amount of the account acceptable as to form, 
          substance and issuer to Agent in its sole discretion; or 
 
              (vii) with respect to which the Account Debtor is the United 
          States of America or any department, agency or instrumentality 
          thereof, unless all necessary steps are taken to comply with the 
          Assignment of Claims Act of 1940, as amended, and all other necessary 
          steps to perfect Agent's security interest in such account have been 
          completed to Agent's satisfaction; or 
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              (viii) with respect to which such Borrower is or may become liable 
          to the Account Debtor for goods sold or services rendered by such 
          Account Debtor to Borrower; or 
 
              (ix) with respect to which the goods giving rise thereto have not 
          been shipped and delivered to and accepted as satisfactory by the 
          Account Debtor thereof or with respect to which the services performed 
          giving rise thereto have not been completed and accepted as 
          satisfactory by the Account Debtor; or 
 
              (x) arising from a "sale on approval" or "sale or return"; or 
 
              (xi) which are subject to any Lien or security interest except in 
          favor of Agent, or are "bonded" or similar accounts; or 
 
              (xii) which are owed by an Account Debtor which has a dispute with 
          such Borrower, or as to which any adverse claim, dispute or litigation 
          relates (including without limitation any claim that any amounts are 
          not owed to such Borrower), but only in the amount of such adverse 
          claim, dispute or litigation; or 
 
              (xiii) which are owed by an Account Debtor which is located in 
          Minnesota or New Jersey, unless such Borrower has qualified to do 
          business in such State and has filed appropriate notices of business 
          activities reports (or other appropriate filings) with the appropriate 
          state authorities for the then current year; or 
 
              (xiv) which are owed by an Account Debtor which (a) has filed a 
          petition or (b) is subject to an involuntary petition under any 
          section or chapter of the United States Bankruptcy Code or any similar 
          law or regulation or has made a general assignment for the benefit of 
          its creditors; or 
 
              (xv) which fails to meet or violates any warranty, representation 
          or covenant contained in this Agreement or any related document or 
          instrument relating directly to Accounts; or 
 
              (xvi) which the Agent deems, in its reasonable discretion, to be 
          doubtful in their collection. 
 
          Notwithstanding anything to the contrary herein, no Accounts which are 
     owed to any Subsidiary that is not a resident of the United States shall be 
     Eligible Receivables until such time as Agent shall have received evidence 
     satisfactory to it, in its reasonable discretion, of the creation, 
     perfection and the relative priority of a security interest in such 
     Accounts in favor of Agent including an opinion of counsel to that effect 
     acceptable to Agent in its reasonable discretion. 
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          "ENVIRONMENTAL LAWS" means all applicable federal, state or local 
     statutes, laws, ordinances, codes, rules, regulations and guidelines 
     (including consent decrees and administrative orders) relating to public 
     health and safety and protection of the environment. 
 
          "EQUIPMENT" shall mean all of Borrowers' and their respective 
     Subsidiaries' now owned and to be acquired equipment and fixtures, 
     including without limitation, furniture, machinery, vehicles and trade 
     fixtures, together with any and all accessories, parts, appurtenances, 
     substitutions and replacements. 
 
          "ERISA" shall mean the Employee Retirement Income Security Act of 
     1974, as amended. 
 
          "EVENT OF DEFAULT" shall mean the occurrence or existence of any one 
     or more of the events described in Section 8.1. 
 
          "FINANCIALS" shall mean those financial statements of Borrowers and 
     their respective Subsidiaries described on Exhibit A or delivered to Agent 
     pursuant to Section 7.2(C). 
 
          "GENERAL INTANGIBLES" shall mean all contract rights, choses in 
     action, general intangibles, causes of action and all other intangible 
     personal property of Borrowers and their respective Subsidiaries of every 
     kind and nature (other than Accounts) now owned or to be acquired by 
     Borrowers and their respective Subsidiaries.  Without in any way limiting 
     the generality of the foregoing, General Intangibles specifically includes, 
     without limitation, all corporate or other business records, deposit 
     accounts, inventions, designs, patents, patent applications, trademarks, 
     trademark applications, service marks, service mark applications, trade 
     names, trade secrets, goodwill, copyrights, registrations, licenses, 
     leasehold interests, franchises and tax refund claims owned by a Borrower 
     or its Subsidiaries and all letters of credit, banker's acceptances, 
     guarantee claims, security interests or other security held by or granted 
     to a Borrower or its Subsidiaries to secure payment by an Account Debtor of 
     any Accounts, letter of credit rights, payment intangibles, supporting 
     obligations, Commercial Tort Claims, software and such other assets as 
     Agent determines to be intangible in its sole and absolute discretion. 
 
          "GUARANTOR PAYMENT" shall have the meaning ascribed to it in Section 
     11.7. 
 
          "INDEBTEDNESS" shall mean all of Borrowers' or their respective 
     Subsidiaries' liabilities, obligations and indebtedness to all Persons of 
     any and every kind and nature, whether primary, secondary, direct, 
     indirect, absolute, contingent, fixed, or otherwise, previously, now or to 
     be owing, due, or payable, however evidenced, created, incurred, acquired 
     or owing and however arising, whether under written or oral agreement, by 
     operation of law, or otherwise.  Without in any way limiting the generality 
     of the foregoing, Indebtedness specifically includes (i) the Liabilities, 
     (ii) all obligations or liabilities of any Person that are secured by any 
     Lien, claim, encumbrance, or security 
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     interest upon property owned by a Borrower or a Subsidiary, even though 
     such Borrower or such Subsidiary has not assumed or become liable for the 
     payment thereof, (iii) all obligations or liabilities created or arising 
     under any lease of real or personal property (including Capitalized Lease 
     Obligations, but excluding operating leases), or conditional sale or other 
     title retention agreement with respect to property used or acquired by a 
     Borrower or a Subsidiary, even though the rights and remedies of the 
     lessor, seller or lender, thereunder are limited to repossession of such 
     property, (iv) all unfunded pension fund obligations and liabilities and 
     (v) deferred Taxes. 
 
          "INDEBTEDNESS FOR BORROWED MONEY" shall mean for any Person (without 
     duplication) (i) all Indebtedness created, assumed or incurred in any 
     manner by such Person representing money borrowed (including but not 
     limited to the issuance of debt securities), (ii) all Indebtedness for the 
     deferred purchase price of property or services (other than trade accounts 
     payable arising in the ordinary course of business which are not more than 
     sixty (60) days past due), (iii) all Indebtedness secured by any Lien upon 
     property of such Person, whether or not such Person has assumed or become 
     liable for the payment of such indebtedness, (iv) all Capitalized Lease 
     Obligations of such Person and (v) all obligations of such Person on or 
     with respect to letters of credit, bankers' acceptances and other 
     extensions of credit whether or not representing obligations for borrowed 
     money. 
 
          "INDEBTEDNESS TO TANGIBLE NET WORTH RATIO" shall mean as of any day 
     the ratio of consolidated Indebtedness to consolidated Tangible Net Worth. 
 
          "INDEMNIFIED LIABILITIES" shall have the meaning ascribed to it in 
     Section 9.7. 
 
          "INTEREST EXPENSE" shall mean for any period the sum of all interest 
     charges on Indebtedness (including imputed interest charges with respect to 
     Capitalized Lease Obligations and all amortization of debt discount and 
     expense) of Borrowers and their respective Subsidiaries for such period 
     determined in accordance with generally accepted accounting principles. 
 
          "INTEREST PAYMENT DATE" shall mean: (i) (a) with respect to any Prime 
     Rate Loan, the first Business Day of each calendar month and the date of 
     any conversion of such Prime Rate Loan into a LIBOR Loan and (b) with 
     respect to any LIBOR Loan, the last day of the applicable Interest Period; 
     provided, however, that for any LIBOR Loan having an Interest Period longer 
     than three months, accrued interest shall also be payable on the last day 
     of each three-month interval during such Interest Period; and (ii) for 
     Prime Rate Loans and LIBOR Loans accrued interest shall be payable upon (a) 
     the Revolving Credit Termination Date and the Term Loan Maturity Date, as 
     applicable and (b) the date on which each such Loan is paid in full or 
     otherwise satisfied. 
 
          "INTEREST PERIOD" shall mean with respect to any LIBOR Loan (a) 
     initially, the period commencing on the initial date of borrowing as set 
     forth in the Notice of Borrowing or the conversion date, as the case may 
     be, with respect to such LIBOR Loan 
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     and ending one, two, three or six months thereafter, as selected by 
     Borrowers in the Notice of Borrowing or Notice of Conversion, and (b) 
     thereafter, each period commencing on and including the first day of the 
     next Interest Period applicable to such LIBOR Loan and ending one, two, 
     three, or six months thereafter, as selected by Borrowers in the Notice of 
     Continuance described in Section 2.7(B); provided that the foregoing 
     provisions relating to Interest Periods are subject to the following: 
 
              (i) If any Interest Period would otherwise end on a day which is 
          not a Business Day, that Interest Period shall be extended to the next 
          succeeding Business Day except if the result of such extension would 
          be for such Interest Period to end in another calendar month in which 
          event such Interest Period shall end on the immediately preceding 
          Business Day; 
 
              (ii) any Interest Period of a LIBOR Loan made pursuant to the 
          Revolving Credit Facility that would otherwise extend beyond the 
          Revolving Credit Termination Date shall end on the Revolving Credit 
          Termination Date ; 
 
              (iii) if Borrowers fail to give notice of the length of the 
          Interest Period it requests with respect to the LIBOR Loan, it shall 
          be deemed to have selected a LIBOR Loan of one month; and 
 
              (iv) any Interest Period pertaining to a LIBOR Loan that begins on 
          the last Business Day of a calendar month (or a day for which there is 
          no numerically corresponding day in the calendar month at the end of 
          such Interest Period) shall end on the last Business Day of a calendar 
          month. 
 
          "INTEREST RATE" shall mean the interest rate determined in accordance 
     with Section 2.4. 
 
          "INVENTORY" shall mean all goods, inventory, merchandise, finished 
     goods, component goods, packaging materials and other personal property 
     including, without limitation, goods in transit, wherever located and 
     whether now owned or to be acquired by any Borrower or any Subsidiary which 
     is or may at any time be held for sale or lease, furnished under any 
     contract of service or held as raw materials, work in process, supplies or 
     materials used or consumed in Borrowers' and their respective Subsidiaries' 
     business, and all such property the sale or other disposition of which has 
     given rise to Accounts and which has been returned to or repossessed or 
     stopped in transit by a Borrower. 
 
        "ISSUANCE REQUEST" shall have the meaning ascribed to it in Section 
     2.13(D) 
 
        "ISSUING LENDER" shall mean LaSalle in its capacity as issuer of any 
     Letter of Credit. 
 
        "LASALLE" shall mean LaSalle Bank National Association. 
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          "LETTER OF CREDIT" shall mean any letter of credit issued by the 
     Issuing Lender for the account of a Borrower in accordance with Section 
     2.13. 
 
          "LETTER OF CREDIT EXPIRY DATE" shall mean, with respect to any Letter 
     of Credit, the date which is the earlier of (i) one (1) year after the date 
     of issuance thereof or (ii) five (5) Business Days prior to the Revolving 
     Credit Termination Date. 
 
          "LETTER OF CREDIT FEES" shall have the meaning ascribed to it in 
     Section 2.13(F). 
 
          "LETTER OF CREDIT OBLIGATIONS" shall mean, as at the time of 
     determination thereof, the sum of (a) the Reimbursement Obligations then 
     outstanding and (b) the aggregate then undrawn face amount of the then 
     outstanding Letters of Credit. 
 
          "LETTER OF CREDIT SUBLIMIT" shall mean an aggregate amount of 
     $4,000,000. 
 
          "LIABILITIES" shall mean all of Borrowers' and their respective 
     Subsidiaries' liabilities, obligations and indebtedness to Agent or any 
     Lender of any and every kind and nature, whether primary, secondary, 
     direct, absolute, contingent, fixed, or otherwise (including, without 
     limitation, interest, charges, expenses, attorneys' fees and other sums 
     chargeable to a Borrower or its Subsidiaries by Agent or any Lender, future 
     advances made to or for the benefit of a Borrower and obligations of 
     performance), whether arising under this Agreement, under any of the 
     Ancillary Agreements or acquired by Agent or any Lender from any other 
     source, whether previously, now or to be owing, arising, due, or payable 
     from a Borrower or its Subsidiaries to Agent or any Lender, however 
     evidenced, created, incurred, acquired or owing and however arising, 
     whether under written or oral agreement, operation of law, or otherwise. 
 
        "LIBOR LOAN" shall mean any Loan (or portion thereof) bearing interest 
     at the LIBOR Rate, as designated by Borrowers in a Notice of Borrowing, 
     Notice of Conversion or Notice of Continuance. 
 
          "LIBOR RATE" shall mean with respect to each Interest Period for any 
     LIBOR Loan the rate of interest per annum equal to the quotient of (i) the 
     rate of interest per annum (expressed as a whole number) at which deposits 
     in Dollars in immediately available funds are offered to Agent at 
     approximately 11:00 a.m. (London, England time) two Business Days prior to 
     the beginning of such Interest Period in the London interbank eurodollar 
     market for a period equal to such Interest Period and in a Dollar amount 
     equal or comparable to the principal amount of such LIBOR Loan, divided by 
     (ii) a number equal to 1.0 minus the daily average for the applicable 
     Interest Period of the maximum rate (expressed as a decimal) at which 
     reserves (including, without limitation, basic, supplemental, marginal and 
     emergency reserves) are imposed during such Interest Period by the Board 
     (or any successor) under Regulation D on "eurocurrency liabilities" as 
     defined in such Board's Regulation D (or in respect of any other category 
     of liabilities that includes deposits by reference to which the interest 
     rate 
 
                                       15 



 
 
     on the LIBOR Loans is determined by any category of extension of credit or 
     other assets that includes loans by non-United States offices of any lender 
     to United States residents) subject to any amendments of such reserve 
     requirement by such Board or its successor, taking into account any 
     transitional adjustments thereto (such LIBOR Rate to be adjusted to the 
     next higher 1/16 of one percent). For purposes of this definition, the 
     LIBOR Loans shall be deemed to be "eurocurrency liabilities" as defined in 
     Regulation D. 
 
          "LIEN" means any mortgage, pledge or lease of, security interest in or 
     lien, charge, restriction or encumbrance on any Property of the Person 
     involved in favor of or which secures any obligation to, any other Person. 
 
          "LOAN" shall mean any advance made by Lenders to Borrowers under the 
     Revolving Credit Facility or the Term Loan. 
 
          "LONG TERM DEBT" shall mean any Indebtedness with a maturity of over 
     one year from any date of determination. 
 
          "NON-FUNDING LENDER" shall have the meaning ascribed to it in Section 
     3.1(B). 
 
          "NOTES" shall mean, collectively, each Revolving Credit Note and each 
     Term Note to be executed and delivered by Borrowers to each Lender on the 
     Closing and which are described in Section 2.2. 
 
          "NOTICE OF BORROWING" shall mean a Notice of Borrowing described in 
     Section 2.5. 
 
          "NOTICE OF CONTINUANCE" shall mean a Notice of Continuance described 
     in Section 2.7(B). 
 
          "NOTICE OF CONVERSION" shall mean a Notice of Conversion described in 
     Section 2.7(A). 
 
          "PARENT INTERCREDITOR AGREEMENT" shall mean the Parent Intercreditor 
     Agreement described in Section 2.11(A)(xxi). 
 
          "PARTICIPANT" shall mean any Person, now or at any time or times to 
     be, participating with any Lender in the Loans made by such Lender to 
     Borrowers pursuant to this Agreement and the Ancillary Agreements. 
 
          "PERCENTAGE" shall mean, as to any Lender, the percentage which such 
     Lender's Revolving Credit Commitment plus such Lender's Term Loan 
     Commitment is of the Aggregate Revolving Credit Commitments plus the 
     Aggregate Term Loan Commitment, as reflected in the records of the Agent. 
     If the Term Loan Commitments have terminated, such Lender's "Percentage" of 
     the Term Loan Commitments shall be deemed to be the percentage which the 
     aggregate amount of such Lender's outstanding 
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     Term Loans to Borrowers is of the aggregate amount of all of the Lenders' 
     outstanding Term Loans to Borrowers. If the Revolving Credit Commitments 
     have terminated, such Lender's "Percentage" of the Revolving Credit 
     Commitments shall be deemed to be the percentage which the aggregate amount 
     of such Lender's outstanding Revolving Credit Loans to Borrowers plus all 
     Reimbursement Obligations of Borrowers to such Lender is of the aggregate 
     amount of all of the Lenders' outstanding Revolving Credit Loans to 
     Borrowers plus the aggregate amount of all Reimbursement Obligations of 
     Borrowers to all of the Lenders. 
 
          "PERMITTED ACQUISITION" shall mean an acquisition of certain assets of 
     Software Logistics Corporation and/or Adatsa; provided, that (a) Borrowers 
     shall give Agent ten (10) Business Days prior notice of the closing of such 
     acquisition, (b) the Borrower or a Subsidiary is the acquiror, (c) 
     provisions limiting any break-up fee payable by the Borrower or Subsidiary 
     that is party thereto on account of a breach of the acquisition agreement 
     (the "Acquisition Agreement") setting forth the terms and conditions of 
     such acquisition by the Borrower or Subsidiary party thereto prior to 
     closing of such acquisition to 5% of the gross consideration payable by the 
     Borrower or Subsidiary party to the Acquisition Agreement, (d) the 
     aggregate consideration (regardless of the form thereof) payable by the 
     Borrower or Subsidiary party to the acquisition agreement for such 
     acquisition does not exceed $8,000,000, (e) in the case of an acquisition 
     through a Subsidiary, and such Subsidiary is a Person organized under the 
     laws of any State of the United States such Subsidiary shall become a 
     Borrower contemporaneous with the closing of such acquisition, (f) in the 
     case of an acquisition through a Subsidiary and such Subsidiary is a Person 
     not organized under the laws of any State of the United States, Borrowers 
     shall cause the pledge of 66% of the outstanding capital stock to Agent, 
     for its benefit and for the benefit of the Lenders and (g) the Borrower or 
     Subsidiary party to the Acquisition Agreement shall cause the acquisition 
     agreement to be collaterally assigned to Agent, for its benefit and the 
     benefit of the Lenders, each in a form satisfactory to Agent. 
 
          "PERMITTED DEBT" shall mean: 
          -------------- 
 
               (i)  the Liabilities; 
 
               (ii) current unsecured Indebtedness arising in the ordinary 
          course of business of Borrowers and their respective Subsidiaries, 
          including trade payables, utility costs, payroll and benefit 
          obligations, accrued tax liabilities and other non-extraordinary 
          accounts payable but excluding Indebtedness for Borrowed Money; 
 
               (iii)  the Subordinated Debt; 
 
               (iv) Indebtedness incurred by Borrowers to any Person at a time 
          no Default or Event of Default exists constituting Capitalized Lease 
          Obligations provided that the aggregate amount of rent owed during the 
          term of such leases at 
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          any time does not exceed $300,000.00 per fiscal year (the "EQUIPMENT 
          DEBT"); and 
 
             (v) such other Indebtedness outstanding on the date hereof and 
          described on EXHIBIT B-1 attached hereto. 
 
          "PERMITTED LIENS" shall mean: 
          ----------------- 
 
              (i) Liens and encumbrances in favor of Agent, whether granted 
          under or established by this Agreement, the Ancillary Agreements, or 
          otherwise; 
 
              (ii) subject to Section 7.4, Liens for taxes, assessments or other 
          governmental charges incurred by a Borrower or its Subsidiaries in the 
          ordinary course of business and for which no interest, late charge or 
          penalty is attaching or which are being contested in good faith by 
          appropriate proceedings diligently pursued and for which adequate 
          reserves in accordance with generally accepted accounting principles 
          shall have been set aside on its books; 
 
              (iii) Liens, not delinquent, incurred by a Borrower or its 
          Subsidiaries in the ordinary course of business created by statute in 
          connection with worker's compensation, unemployment insurance, social 
          security, old age pensions (subject to the applicable provisions of 
          this Agreement) and similar statutory obligations; 
 
              (iv) Liens incurred by a Borrower or its Subsidiaries in favor of 
          mechanics, materialmen, carriers, warehousemen, landlords or repairmen 
          or other like statutory or common law Liens securing obligations 
          incurred in good faith in the ordinary course of business that are not 
          overdue for a period of more than 15 days or which are being contested 
          in good faith; 
 
              (v) Liens and encumbrances filed in favor of any lessor with 
          respect to Equipment Debt; 
 
              (vi) pledges and deposits to secure the performance of bids, 
          tenders, trade contracts (other than for borrowed money), leases 
          (other than capital leases), utility purchase obligations, statutory 
          obligations, surety and appeal bonds, performance bonds and other 
          obligations of a like nature incurred in the ordinary course of 
          business; 
 
              (vii) easements, rights-of-way, restrictions and other similar 
          encumbrances incurred in the ordinary course of business and 
          encumbrances consisting of zoning restrictions, easements, licenses, 
          restrictions on the use of property or minor imperfections in title 
          thereto which, in the aggregate, are not material in amount, and which 
          do not, in the aggregate, materially detract from 
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          the value of the property of any Borrower or Subsidiary or materially 
          interfere with the ordinary conduct of the business of any Borrower or 
          Subsidiary; and 
 
              (viii) any existing Liens and encumbrances identified in EXHIBIT 
          B-2 hereto to secure Indebtedness outstanding as of the date hereof. 
 
          "PERSON" shall mean any individual, sole proprietorship, partnership, 
     joint venture, trust, limited liability company, unincorporated 
     organization, association, corporation, institution, entity, party, or 
     government (whether national, federal, state, county, city, municipal or 
     otherwise, including, without limitation, any instrumentality, division, 
     agency, body or department). 
 
          "PRIME RATE" shall mean the rate per annum equal to the prime rate of 
     interest announced by LaSalle from time to time as its "PRIME RATE." 
     Changes in interest charged under this Agreement on Prime Rate Loans, shall 
     take effect on the date of each change in the Prime Rate, without further 
     notice from LaSalle.  The Prime Rate is not necessarily the lowest rate of 
     interest charged by LaSalle in connection with extensions of credit. 
 
          "PRIME RATE LOAN" shall mean any Loan (or portion thereof) bearing 
     interest at the Prime Rate, as designated by Borrowers in the Notice of 
     Borrowing, Notice of Conversion or Notice of Continuance. 
 
          "PROPERTY" means any and all rights, titles and interests in and to 
     any and all property whether real or personal, tangible (including cash) or 
     intangible, and wherever situated and whether now owned or hereafter 
     acquired. 
 
          "REIMBURSEMENT AGREEMENT" shall mean a Master Letter of Credit 
     Agreement substantially in the form of Exhibit Q hereto as such form may be 
     amended by LaSalle from time to time and a letter of credit application and 
     reimbursement agreement in such form as the Issuing Lender may from time to 
     time employ in the ordinary course of business. 
 
          "REIMBURSEMENT OBLIGATIONS" shall mean all amounts owed by any 
     Borrower to the Issuing Lender or any other Lender (whether or not 
     evidenced by any note or instrument), direct or indirect, absolute or 
     contingent, due or to become due, now existing or hereafter arising, 
     representing the principal of and interest on payments made by the Issuing 
     Lender or any other Lender under or in connection with any Letter of 
     Credit, including but not limited to, all unpaid drawings, fees, premiums, 
     expenses, attorneys' fees, accountants' fees, capital adequacy charges, 
     increased costs and similar costs and expenses owed or payable under this 
     Agreement or any Letters of Credit, including but not limited to, the fees 
     set forth in Section 2.13 hereof. 
 
          "REPORTABLE EVENT" shall have the meaning ascribed to it in Section 
     6.1(O). 
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          "REQUIRED LENDERS" shall mean Lenders (other than Non-Funding Lenders) 
     having aggregate percentages of 66-2/3% or more, or if the Commitments have 
     been terminated 66-2/3% the aggregate outstanding principal amount of the 
     outstanding Loans and Reimbursement Obligations. 
 
          "REVOLVING CREDIT COMMITMENT" shall have the meaning ascribed to it in 
     Section 2.1. 
 
          "REVOLVING CREDIT FACILITY" shall have the meaning ascribed to it in 
     Section 2.1. 
 
          "REVOLVING CREDIT TERMINATION DATE" shall mean October 30, 2004. 
 
          "SALESLINK" shall mean SalesLink Corporation, a Delaware corporation. 
 
          "SALESLINK MEXICO" shall mean SalesLink Mexico Holding Corp., a 
     Delaware corporation. 
 
          "SALESLINK MEXICO PLEDGE AGREEMENT" shall have the meaning ascribed to 
     it in Section 2.11(A)(xx). 
 
          "SALESLINK PLEDGE AGREEMENT" shall mean the SalesLink Pledge Agreement 
     described in Section 2.11(A)(xix). 
 
          "SECURITY DOCUMENTS" shall mean this Agreement and all other 
     agreements, instruments, documents, financing statements, warehouse 
     receipts, bills of lading, notices of assignment, schedules, assignments, 
     mortgages and other written matter necessary or requested by Agent to 
     create, perfect and maintain perfected Agent's security interest in the 
     Collateral. 
 
          "SENIOR LEVERAGE RATIO" shall mean as of any day the ratio of (i) the 
     consolidated Liabilities plus consolidated Capitalized Lease Obligations 
     which are not satisfactorily subordinated, in the reasonable opinion of 
     Agent, to the Liabilities to (ii) consolidated EBITDA as of the end of the 
     most recent fiscal quarter of Borrowers multiplied by four. 
 
          "SOLVENT" shall mean with respect to any Person on a particular date, 
     that on such date (a) the fair salable value of its property is greater 
     than the fair present value of its liabilities (including for purposes of 
     this definition all liabilities whether reflected on a balance sheet 
     prepared or otherwise and whether direct or indirect, fixed or contingent, 
     secured or unsecured, disputed or undisputed), (b) the present fair salable 
     value of its assets is not less than the amount that will be required to 
     pay the probable liability on its debts as they become absolute and 
     matured; (c) such Person does not intend to, and does not believe that it 
     will, incur debts or liabilities beyond such Person's ability to pay as 
     such debts and liabilities mature; and (d) such Person is not engaged in a 
     business or transaction, and is not about to engage in a business or 
     transaction, for which such 
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     Person's property would constitute an unreasonably small capital. The 
     amount of contingent liabilities (such as litigation, guarantees and 
     pension plan liabilities) at any time shall be computed as the amount 
     which, in light of all the facts and circumstances existing at the time, 
     represents the amount which can be reasonably be expected to become an 
     actual or matured liability. 
 
          "SUBORDINATED DEBT" shall mean all Indebtedness which is expressly 
     subordinated to Agent, including without limitation, Indebtedness 
     subordinated by the Parent Intercreditor Agreement, containing 
     subordination provisions which are satisfactory to Agent in its sole 
     discretion. 
 
          "SPECIAL COLLATERAL" shall have the meaning ascribed to it in 
     Section 4.3. 
 
          "SUBSIDIARY" shall mean any corporation, partnership, limited 
     liability company or other legal entity of which a Borrower owns directly 
     or indirectly 50% or more of the outstanding voting stock or interests, or 
     of which a Borrower has effective control by contract or otherwise. 
 
          "TANGIBLE NET WORTH" shall mean the excess of total assets of 
     Borrowers and their respective Subsidiaries over Indebtedness of Borrowers 
     and their respective Subsidiaries (other than Subordinated Debt and any 
     accrued interest thereon), total assets and Indebtedness each to be 
     determined on a consolidated basis in accordance with generally accepted 
     accounting principals consistently applied, excluding, however, from the 
     determination of total assets (i) all notes receivable from officers and 
     employees of Borrowers and their respective Subsidiaries, (ii) all assets 
     which would be classified as intangible assets under generally accepted 
     accounting principals, including, without limitation, goodwill, patents, 
     trademarks, trade names, copyrights, franchises and deferred charges 
     (including, without limitation, unamortized debt discount and expense, 
     organization costs and deferred research and development expense) and 
     similar assets and (iii) the write-up of assets above cost. 
 
          "TAXES" shall mean for any fiscal year the federal, state, local and 
     foreign taxes payable by each Borrower and their Subsidiaries. 
 
          "TERM LOAN" shall have the meaning ascribed to it in Section 2.1. 
 
          "TERM LOAN COMMITMENT" shall have the meaning ascribed to it in 
     Section 2.1. 
 
          "TERM LOAN MATURITY DATE" shall mean October 30, 2005. 
 
          "UBID COLLATERAL ASSIGNMENT" shall have the meaning ascribed to it in 
     Section 2.11(A)(xxii). 
 
          "UCC" shall have the meaning ascribed to it in Section 1.3. 
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         "UNDERCOLLATERALIZED TERM LOAN BORROWINGS" shall mean (i) the total 
     amount of Term Loan(s) then outstanding minus (ii) the appraised value of 
     any assets of the Borrowers, as determined by an appraiser reasonably 
     satisfactory to the Borrowers and the Agent. Any assets that have not been 
     appraised shall be deemed to have no appraised value for the purposes of 
     determining the calculation in the prior sentence. 
 
          "WORKING CAPITAL" shall mean the excess of current assets of Borrowers 
     and their respective Subsidiaries over current liabilities of Borrowers and 
     their respective Subsidiaries, all as determined on a consolidated basis, 
     but subject nevertheless to the expressed limitations and restrictions 
     hereinafter set forth. There should be excluded from current assets all 
     deferred assets, prepaid expenses and the surrender value of insurance. 
 
     1.2  ACCOUNTING TERMS.  Any accounting terms used in this Agreement which 
are not specifically defined shall have the meanings customarily given them in 
accordance with generally accepted accounting principles. 
 
     1.3  OTHER TERMS.  All other terms, whether or not capitalized, contained 
in this Agreement which are not otherwise defined in this Agreement shall, 
unless the context indicates otherwise, have the meanings provided for by the 
Uniform Commercial Code of the State of Illinois (the "UCC") in effect from time 
to time, to the extent the same are used or defined therein. 
 
     1.4  INTERPRETATION.  In this Agreement and each Ancillary Agreement, 
unless a clear contrary intention appears: 
 
              (i) the singular number includes the plural number and vice versa; 
 
              (ii) reference to any Person includes such Person's successors and 
          assigns but, if applicable, only if such successors and assigns are 
          permitted by such documents, and reference to a Person in a particular 
          capacity excludes such Person in any other capacity; 
 
              (iii) reference to either gender includes the other gender; 
 
              (iv) reference to any agreement (including this Agreement and the 
          Schedules and Exhibits and the Ancillary Agreements) documents or 
          instruments means such agreement, document or instrument as amended, 
          modified, supplemented or replaced from time to time in accordance 
          with the terms thereof and, if applicable, the terms hereof and the 
          Ancillary Agreements, and reference to any promissory note includes 
          any promissory note which is an extension or renewal thereof or a 
          substitute or replacement therefor; 
 
              (v) reference to any law, rule, regulation, order, decree, 
          requirement, policy, guideline, directive or interpretation means as 
          amended, modified, codified, replaced or 
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     reenacted, in whole or in part, and in effect on the determination date, 
     including rules and regulations promulgated thereunder; 
 
              (vi) reference to any Article, Section, paragraph, clause, other 
          subdivision, Schedule or Exhibit means such Article, Section, 
          paragraph, clause or other subdivision of this Agreement or Schedule 
          or Exhibit to this Agreement; 
 
              (vii) "hereunder," "hereof," "hereto" and words of similar import 
          shall be deemed references to this Agreement as a whole and not to any 
          particular Article, Section or other provision hereof; 
 
              (viii) "including" (and with correlative meaning "include") means 
          including without limiting the generality of any description preceding 
          such term; 
 
              (ix) relative to the determination of any period of time, "from" 
          means "from and including" and "to" means "to but excluding"; and 
 
              (x) references herein to any Subsidiary shall apply only during 
          such times as a Borrower has any Subsidiary. 
 
     1.5  MULTIPLE BORROWERS.  The term "Borrowers" refers to more than one 
corporation.  The Borrowers hereby designate SalesLink to act on behalf of the 
Borrowers for all purposes under this Agreement, including, without limitation, 
the requesting of Loans hereunder, and reduction of any Commitment.  Notice when 
given to SalesLink shall be sufficient notice to the Borrowers.  Any document 
delivered to SalesLink shall be considered delivered to each of the Borrowers. 
 
2.   LOANS; GENERAL TERMS. 
     --------------------- 
 
     2.1  CREDIT FACILITIES. 
 
          (A) Revolving Line of Credit.  Each Lender with a Revolving Loan 
     Commitment severally and not jointly agrees, on the terms and conditions 
     hereinafter set forth, to make available for Borrowers' use, from time to 
     time until the Revolving Credit Termination Date, upon request of the 
     Borrowers in accordance with Section 2.5(A), certain Loans under a 
     revolving line of credit (the "REVOLVING CREDIT FACILITY") in an aggregate 
     amount not to exceed at any time outstanding the amount set forth opposite 
     the Lender's name in Schedule 2.1(A) under the heading "REVOLVING CREDIT 
     COMMITMENTS" (such amount as the same may be reduced from time to time, 
     being referred to as such Lender's "REVOLVING CREDIT COMMITMENT"; provided, 
     however, that the aggregate amount of Loans under the Revolving Credit 
     Facility outstanding at any one time shall not exceed the lesser of: 
 
              (i) the Aggregate Revolving Credit Commitment then in effect; and 
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              (ii) (A) (1) 80% of Eligible Receivables plus (2) 50% of Eligible 
          Inventory minus (B) any Undercollateralized Term Loan Borrowings each 
          as determined on the basis of the most recent Borrowing Base 
          Certificate (such amount referred to herein as the "BORROWING BASE"). 
 
     During such period and subject to Section 3.2(C), the Revolving Credit 
     Facility may be utilized by borrowing, repaying and reborrowing the Loans 
     thereunder. 
 
          (B) Term Loan.  Each Lender with a Term Loan Commitment severally and 
     not jointly agrees, on the terms and conditions hereinafter set forth, to 
     make available for Borrowers' use, from time to time until the Amortization 
     Commencement Date, upon request of the Borrowers in accordance with Section 
     2.5(B), a term loan (the "TERM LOAN") in the amount set forth opposite such 
     Lender's name in Schedule 2.1(B) under the heading "TERM LOAN COMMITMENTS" 
     (such amount being referred to herein as such Lender's "TERM LOAN 
     COMMITMENT").  In the event borrowings under the Term Loan are less than 
     the Aggregate Term Loan Commitment on October __, 2002, no additional 
     borrowings under the Term Loan shall be available.  Repayments and 
     prepayments of the Term Loan shall not be subject to reborrowing. 
 
     2.2  EVIDENCE OF DEBT.  The Revolving Credit Facility and the Loans made by 
each Lender to Borrowers thereunder shall be evidenced by a Revolving Credit 
Note payable to the order of such Lender, which note shall be in the form 
attached hereto as Exhibit C-1 in an amount equal to such Lender's Revolving 
Credit Commitment.  The Term Loan and the Loans made by each Lender to Borrowers 
thereunder shall be evidenced by a Term Note payable to the order of such 
Lender, which note shall be in the form attached hereto as Exhibit C-2 in an 
amount equal to such Lender's Term Loan Commitment. 
 
     2.3  LOAN ACCOUNTS; AMOUNT AND MAINTENANCE OF LOANS; INTEREST RATE NOT 
DETERMINED. 
 
          (A) The Agent, on behalf of the Lenders, shall record on its books and 
     records the amount of each Loan made, the interest rate applicable, all 
     payments of principal and interest thereon and the principal balance 
     thereof from time to time outstanding, and such record shall, absent 
     demonstrable error be conclusive evidence of the amount of the Loans made 
     by the Lenders to Borrowers and the interest and payments thereon.  Any 
     failure to record or any error in doing so shall, however, limit or 
     otherwise affect the obligation of Borrowers hereunder (and under any Note) 
     to pay any amount owing with respect to the Loans. 
 
          (B) Amount and Maintenance of Loans.  The Loans under the Revolving 
     Credit Facility may be made and maintained as (i) Prime Rate Loans, (ii) 
     LIBOR Loans, or (iii) a combination of Prime Rate Loans and LIBOR Loans. 
     The Term Loans may be made and maintained as  (i) Prime Rate Loans, (ii) 
     LIBOR Loans or (iii) a combination of Prime Rate Loans and LIBOR Loans. 
     The aggregate principal amount of each LIBOR Loan, whether new, converted 
     or continued, shall not be less than $500,000.  More than 
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     one borrowing may occur on the same date, but at no time shall there be 
     outstanding more than five LIBOR Loans in the aggregate under the Revolving 
     Credit Facility and five LIBOR Loans in the aggregate under the Term Loan. 
     The amount of any Loan is also subject to the limits contained in Section 
     2.1. No LIBOR Loan shall be made at any time a Default or Event of Default 
     shall exist. 
 
          (C) Inability to Determine Interest Rate. In the event, and on each 
     occasion, that on the day two Business Days prior to the commencement of 
     any Interest Period for a LIBOR Loan, Agent shall have determined in good 
     faith (which determination shall be conclusive and binding upon Borrowers) 
     that currency deposits in the amount of such LIBOR Loan are not generally 
     available in the London Interbank market, or that the rate at which such 
     currency deposits are being offered will not adequately and fairly reflect 
     the cost to Agent of maintaining the principal amount of such LIBOR Loan 
     during such Interest Period, Agent shall promptly, after such determination 
     shall have been made, give facsimile notice of such determination to 
     Borrowers and the Lenders, and, until Agent shall notify Borrowers and 
     Lenders that the circumstances giving rise to such notice no longer exist, 
     any request by Borrowers for the making of, conversion to or continuation 
     of a LIBOR Loan shall be deemed to be a request for a Prime Rate Loan. 
     Agent shall use its reasonable efforts to notify Borrowers of a change in 
     the circumstances causing the LIBOR Loan to be unavailable but shall not 
     incur any liability for any failure so to notify Borrowers. 
 
     2.4  INTEREST RATE.  Unless otherwise provided in a writing evidencing such 
Liabilities, Borrowers agree, jointly and severally, to pay Agent, for the 
benefit of each Lender interest on the outstanding principal balance of the 
Loans from time to time at a rate equal to (i) with respect to Prime Rate Loans, 
the Prime Rate and (ii) with respect to LIBOR Loans, the LIBOR Rate plus the 
Applicable Margin.  The records of Agent as to the interest rate applicable to a 
particular advance shall be binding and conclusive absent manifest error. 
Interest shall be payable from the date of such advance of the Loan to the day 
of repayment of such advance.  Interest shall be computed on the basis of a year 
of 360 days and actual days elapsed and shall be payable as provided in Section 
3.2.  Agent, for the ratable benefit of each Lender, reserves the right to 
charge Borrowers' checking account(s) for accrued interest on the applicable 
Interest Payment Date.  In no contingency or event whatsoever shall the rate or 
amount of interest paid by Borrowers under this Agreement or any of the 
Ancillary Agreements exceed the maximum amount permissible under any law which a 
court of competent jurisdiction shall, in a final determination, deem 
applicable.  In the event that such a court determines that Agent or any Lender 
has received interest under this Agreement or under any Ancillary Agreement in 
excess of the maximum amount permitted by such law, (i) Agent or such Lender 
shall apply such excess to any unpaid principal owed by Borrowers to such Lender 
first, under the Revolving Credit Facility and second under the Term Loan or, if 
the amount of such excess exceeds the unpaid balance of such principal on both 
the Revolving Credit Facility and the Term Loan, such Lender shall promptly 
refund such excess interest to Borrowers and (ii) the provisions of this 
Agreement shall be deemed amended to provide for such permissible rate.  All 
sums paid, or agreed to be paid, by Borrowers which are, or to be may be 
construed to be, compensation for the use, forbearance or detention of money 
shall, to the extent permitted by applicable law, be 
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amortized, prorated, spread and allocated throughout the term of all such 
indebtedness until the indebtedness is paid in full. 
 
     2.5  BORROWING PROCEDURES. 
 
          (A) In order to effect a Loan under the Revolving Credit Facility, an 
     authorized officer of each of the Borrowers shall give Agent irrevocable 
     written notice (in form and substance acceptable to Agent) or irrevocable 
     telephone notice (immediately confirmed by such written notice by 
     facsimile) not later than 11:00 a.m., Chicago time, on (i) the proposed 
     borrowing date in the case of Prime Rate Loans, and (ii) the second 
     Business Day prior to the proposed borrowing date in the case of LIBOR 
     Loans (the "NOTICE OF BORROWING"). Borrowers hereby authorize Agent and 
     each Lender to extend advances and make Loans to Borrowers based on written 
     or telephone notice from an authorized officer of Borrowers.  Each Notice 
     of Borrowing shall specify the principal amount of the Loan to be made 
     pursuant to such borrowing and the date of such borrowing (which shall be a 
     Business Day), that the Loans are under the Revolving Credit Facility, 
     whether the Loans being made pursuant to such borrowing are to be 
     maintained as Prime Rate Loans or LIBOR Loans and, if LIBOR Loans, the 
     initial Interest Period to be applicable thereto.  Promptly after receipt 
     of such request, the Agent shall advise each Lender thereof.  Not later 
     than 2:30 p.m., Chicago time, on the date of a proposed borrowing, each 
     Lender shall provide Agent, at the principal office of Agent in Chicago, 
     with immediately available funds equal to such Lender's pro rata share of 
     the borrowing, and subject to receipt by the Agent of the documents 
     required under Section 2.11(B) with respect to such borrowing, if any are 
     required, Agent shall pay over such funds received by it to Borrowers on 
     the requested borrowing date. 
 
          (B) In order to effect a Term Loan at any time prior to the 
     Amortization Commencement Date, an authorized officer of each of the 
     Borrowers shall give Agent a Notice of Borrowing not later than 11:00 a.m., 
     Chicago time, on (i) the proposed borrowing date in the case of Prime Rate 
     Loans, and (ii) the second Business Day prior to the proposed borrowing 
     date in the case of LIBOR Loans. Borrowers hereby authorize Agent and each 
     Lender to extend advances and make Loans to Borrowers based on written or 
     telephone notice from an authorized officer of Borrowers.  Each Notice of 
     Borrowing shall specify the principal amount of the Loan to be made 
     pursuant to such borrowing and the date of such borrowing (which shall be a 
     Business Day), that the Loans are a Term Loan, whether the Loans being made 
     pursuant to such borrowing are to be maintained as Prime Rate Loans or 
     LIBOR Loans and, if LIBOR Loans, the initial Interest Period to be 
     applicable thereto.  Promptly after receipt of such request, the Agent 
     shall advise each Lender thereof.  Not later than 2:30 p.m., Chicago time, 
     on the date of a proposed borrowing, each Lender shall provide Agent, at 
     the principal office of Agent in Chicago, with immediately available funds 
     equal to such Lender's pro rata share of the borrowing, and subject to 
     receipt by the Agent of the documents required under Section 2.11(B) with 
     respect to such borrowing, if any are required, Agent shall pay over such 
     funds received by it to Borrowers on the requested borrowing date.  The 
     Term Loan shall only be subject to borrowing on or prior to the 
     Amortization Commencement Date 
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     and the commitment of each Lender with respect to such term loan facilities 
     shall expire and terminate as of the Amortization Commencement Date. 
 
     2.6  GENERAL PROVISIONS. 
 
          (A) One Loan.  All Loans and advances by each Lender to Borrowers 
     under this Agreement and the Ancillary Agreements (whether made under the 
     Revolving Credit Facility or the Term Loan) shall constitute one loan and 
     all indebtedness and obligations of Borrowers to all of the Lenders under 
     this Agreement and the Ancillary Agreements shall constitute one general 
     obligation secured by the Collateral. 
 
          (B) Events of Default.  Each Lender may, in its sole discretion, 
     refrain from making any Loans or extensions of credit to Borrowers under 
     this Agreement or any Ancillary Agreement after the occurrence and during 
     the continuation of an Event of Default. 
 
     2.7  CONVERSION OPTIONS; CONTINUANCE. 
 
          (A) Conversion Requirements.  Provided that no Default or Event of 
     Default has occurred and is continuing and subject to the terms and 
     conditions of this Agreement, Borrowers may elect from time to time to 
     convert a Prime Rate Loan, or any portion thereof, to a LIBOR Loan by 
     Borrowers giving Agent at least two Business Days' prior irrevocable 
     written notice of conversion, which notice must be in form and substance 
     acceptable to Agent and received by Agent prior to 11:00 a.m. (Chicago 
     time) (the "NOTICE OF CONVERSION").  If the date on which a Prime Rate Loan 
     is to be converted to a LIBOR Loan is not a Business Day, then such 
     conversion shall be made on the next succeeding Business Day, and during 
     the period from such date to such succeeding Business Day, such Prime Rate 
     Loan shall bear interest as if it were a Prime Rate Loan.  All or any part 
     of outstanding borrowings may be converted as provided herein.  Subject to 
     the terms and conditions of this Agreement, Borrowers may convert a LIBOR 
     Loan into a Prime Rate Loan by Borrowers giving Agent a Notice of 
     Conversion not later than 11:00 a.m. (Chicago time) on the desired 
     conversion date.  Promptly upon receipt of each Notice of Conversion, the 
     Agent shall advise each Lender thereof. 
 
          (B) Continuance.  Any LIBOR Loan may be continued as such, in whole or 
     in part, upon the expiration of an Interest Period with respect thereto if 
     Borrowers gives Agent irrevocable written notice of continuance which 
     notice must be in form and substance acceptable to Agent and received by 
     Agent prior to 11:00 a.m. (Chicago time), at least two Business Days prior 
     to the date of expiration of the Interest Period expiring with respect to 
     the LIBOR Loan which is requested to be continued, specifying (i) the LIBOR 
     Loan, or portion thereof, requested to be continued; (ii) the date of 
     expiration of the Interest Period expiring with respect to the LIBOR Loan, 
     or portion thereof, which is requested to be continued; and (iii) the 
     length of the Interest Period with respect to such LIBOR Loan, or portion 
     thereof, after the continuation thereof (the "NOTICE OF CONTINUANCE"); 
     provided, that no LIBOR Loans may be continued as such when any 
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     Default or Event of Default has occurred and is continuing, but shall be 
     automatically converted to a Prime Rate Loan on the last day of the 
     Interest Period for such Loan. If Borrowers do not comply with the notice 
     provisions of this clause (B), such LIBOR Loan shall be automatically 
     converted to a Prime Rate Loan upon the expiration of the Interest Period 
     with respect thereto. Promptly upon receipt of each Notice of Continuance, 
     the Agent shall advise each Lender thereof. 
 
          (C) Restatement of Representations and Warranties.  Any Notice of 
     Conversion or Notice of Continuance delivered pursuant to this Section 2.7 
     shall be deemed to be a representation that all of the representations and 
     warranties of Borrowers contained in this Agreement shall then be true and 
     correct as if made on such date, except to the extent that such 
     representations and warranties expressly relate to an earlier date, and 
     that no Default or Event of Default shall have occurred and be continuing. 
 
     2.8  REQUIREMENTS OF LAW. 
 
          (A) Increased Costs.  Notwithstanding any other provisions herein, in 
     the event that the introduction of or any change in any law, rule, 
     regulation, treaty or directive or in the interpretation or application 
     thereof, or compliance by any Lender with any request or directive (whether 
     or not having the force of law) from any central bank or other governmental 
     authority, agency or instrumentality or regulatory body: 
 
              (i) subjects such Lender to any tax of any kind whatsoever with 
          respect to this Agreement, the Notes, the Ancillary Agreement or the 
          Loans made hereunder, or changes the basis of taxation of payments to 
          such Lender of principal, interest or any other amount payable 
          hereunder (except for changes in the rate of tax imposed on the 
          overall net income of such Lender by the United States, any state or 
          subdivision thereof); 
 
              (ii) imposes, modifies, holds applicable any reserve, special 
          deposit, compulsory loan or similar requirement against assets held 
          by, or deposits or other liabilities in or for the account of, 
          advances or loans by, or other credit extended by, or any other 
          acquisition of funds by, any office of such Lender (which is not 
          otherwise included in the determination of the LIBOR Rate hereunder); 
          or 
 
              (iii)  imposes on any Lender or the London interbank market any 
          other condition affecting this Agreement or the LIBOR Loans made by 
          such Lender; 
 
     and the result of any of the foregoing is to increase the cost to such 
     Lender of agreeing to make, making, continuing or maintaining or 
     participating in LIBOR Loans, or to reduce any amount receivable thereunder 
     or to increase the withholding taxes payable then, in any such case, 
     Borrowers agree, jointly and severally, to pay such Lender, within 15 days 
     after demand by such Lender, any additional amounts necessary to compensate 
     such Lender on an after-tax basis for such additional cost or reduced 
     amount receivable or increased withholding taxes payable which such Lender 
     deems to be material as 
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     determined by such Lender with respect to this Agreement, the Notes, the 
     other Ancillary Agreements or the Loans made hereunder. 
 
          (B) Capital Adequacy.  In the event that any Lender shall have 
     determined that the adoption of any law, rule, regulation, treaty or 
     guideline regarding capital adequacy, or any change in any of the foregoing 
     or in the interpretation or application of any of the foregoing or 
     compliance by such Lender with any request or directive regarding capital 
     adequacy (whether or not having the force of law) from any central bank or 
     other governmental authority, agency or instrumentality or regulatory body, 
     does or shall have the effect of reducing the rate of return on such 
     Lender's or its parent's capital as a consequence of its obligations under 
     this Agreement to a level below that which such Lender or such parent could 
     have achieved but for such adoption, change, or compliance (taking into 
     consideration such Lender's or such parent's policies with respect to 
     capital adequacy) by an amount deemed by such Lender to be material, then 
     from time to time, after submission by such Lender to Borrowers of a 
     written request therefor, Borrowers agree, jointly and severally, to pay to 
     such Lender, within 15 days after its demand, such additional amount or 
     amounts as will compensate such Lender or such parent on an after-tax basis 
     for such reduction; provided that such Lender is charging such amounts to 
     similarly situated borrowers. 
 
          (C) Certificate for Claim.  If any Lender or its parent becomes 
     entitled to claim any additional amounts pursuant to this Section 2.8, it 
     shall promptly notify Borrowers, Agent and the other Lenders of the event 
     by reason of which it has become so entitled.  A certificate setting forth 
     in reasonable detail any additional amounts payable pursuant to the 
     foregoing sentence submitted by such Lender or its parent shall be 
     conclusive and binding on Borrowers in the absence of manifest error.  The 
     provisions of this Section 2.8 shall survive the repayment of the Loans and 
     the termination of this Agreement. 
 
          (D) No Waiver.  Failure on the part of any Lender or its parent to 
     demand compensation for any increased costs or reduction in amounts 
     received or receivable or reduction in return on capital with respect to 
     any period shall not constitute a waiver of such party's right to demand 
     compensation with respect to such period or any other period. The 
     protection of this Section 2.8 shall be available to such party regardless 
     of any possible contention of the invalidity or inapplicability of the law, 
     rule, regulation, guideline or other change or condition which shall have 
     occurred or been imposed; provided, however, that if such party shall have 
     recouped any amount therefore paid to it by Borrowers under this Section 
     2.8, such Lender shall pay to Borrowers an amount equal to the net 
     recoupment so received by such party, as determined in good faith by such 
     party. 
 
          (E) Replacement of Lenders.  If any Lender determines in accordance 
     with Section 2.9 that, due to illegality, it is unable to make or maintain 
     a LIBOR Loan or requests compensation under this Section 2.8, or if any 
     Lender becomes a Non-Funding Lender, then Borrowers may, at their sole 
     expense and effort, upon notice to such Lender 
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     and Agent, require such Lender to assign and delegate, without recourse (in 
     accordance with and subject to the restrictions contained in Section 10.2), 
     all its interests, rights and obligations under this Agreement to an 
     assignee that shall assume such obligations (which assignee may be another 
     Lender, if such Lender accepts such assignment); provided that (i) the 
     Borrower shall have received the prior written consent of Agent, (ii) such 
     Lender shall have received payment of an amount equal to the outstanding 
     principal of its Loans (and unpaid Reimbursement Obligations), accrued 
     interest thereon, accrued fees and all other amounts payable to it 
     hereunder, from the assignee (to the extent of such outstanding principal 
     and accrued interest and fees) or Borrowers (in the case of all other 
     amounts) and (iii) in the case of any such assignment resulting from a 
     claim for compensation under this Section 2.8 such assignment will result 
     in a reduction of such compensation. 
 
     2.9  ILLEGALITY.  Any Lender may make or maintain LIBOR Loans at or for the 
credit of any branch, subsidiary or affiliate office inside or outside the 
United States or any international banking facility within the United States, as 
such Lender may elect from time to time. Notwithstanding any other provisions 
herein, if any law, rule, regulation, treaty or directive or any change therein 
or in the interpretation or application thereof, shall make it unlawful for such 
Lender to maintain LIBOR Loans as contemplated by this Agreement, the agreement 
of such Lender to make or maintain LIBOR Loans shall terminate and all 
outstanding LIBOR Loans shall be converted automatically to Prime Rate Loans, on 
the last day of the then current Interest Period or within such earlier period 
as required by law. 
 
     2.10 INDEMNITY.  Borrowers agree, jointly and severally, to indemnify any 
Lender and to hold such Lender harmless from any cost, loss or expense which 
such Lender may sustain or incur as a consequence of (i) Borrowers making a 
payment or prepayment of principal or interest on any LIBOR Loan (including, 
without limitation, through a conversion to the same or a different type of Loan 
or pursuant to Sections 2.3(B) and 2.9 above) on a day which is not the last day 
of an Interest Period with respect thereto (other than interest paid on the last 
day of a three month interval in respect of a LIBOR Loan having an Interest 
Period longer than three months), (ii) any failure by Borrowers to borrow or 
convert any Loan hereunder after a Notice of Borrowing or Notice of Conversion 
has been given (in the case of LIBOR Loans), (iii) default by Borrowers in 
making any prepayment after Borrowers have given a notice of prepayment and (iv) 
any acceleration of the maturity of the Loans in accordance with the terms of 
this Agreement, including, but not limited to, any such reasonable cost, loss or 
expense arising in liquidating the Loans and from interest or fees payable by 
such Lender to lenders of funds obtained by it in order to maintain the Loans 
hereunder.  The provisions of this Section 2.10 shall survive the repayment of 
the Loans and the termination of this Agreement. 
 
     2.11  CONDITIONS PRECEDENT.  The obligations of each Lender to make Loans 
hereunder is subject to the following conditions precedent: 
 
          (A) Initial Loan.  On or prior to the date of the disbursement of the 
     initial Loans (hereinafter called the "CLOSING"), Borrowers shall have 
     delivered or caused to be delivered to Agent, each in form and substance 
     satisfactory to Agent, the following: 
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              (i) The Notes, which shall be duly executed by each Borrower; 
 
              (ii) Certified (as of the date of the Closing) copies of 
          resolutions of each Borrower authorizing the execution, delivery and 
          performance of this Agreement, the Notes, and each other document to 
          be delivered pursuant hereto; 
 
              (iii) A certificate (dated the date of the Closing) of each 
          Borrower's corporate secretary as to the incumbency and signatures of 
          the officers of such Borrower signing this Agreement, the Notes, and 
          each other document to be delivered by such Borrower pursuant to this 
          Agreement. 
 
              (iv) A copy of each Borrower's charter and by-laws, together with 
          a certificate (dated the date of the Closing) of such Borrower's 
          corporate secretary, as applicable, to the effect that such charter 
          and by-laws have not been amended since the date each document became 
          effective; 
 
              (v) For each Borrower, certificates, as of the most recent dates 
          practicable, of the Secretary of State of such Borrower's state of 
          organization and the Secretary of State of each state in which each 
          Borrower is qualified as a foreign corporation, or in which it intends 
          to do business following the receipt of proceeds of the Loans, as to 
          the good standing of such Borrower; 
 
              (vi) Pay-off letter from Fleet Bank (the "SENIOR LIENHOLDER"), 
          indicating the amount necessary to retire the existing indebtedness of 
          Borrowers to the senior lienholder and evidence, satisfactory to 
          Agent, of the release of any and all Collateral in which the senior 
          lienholder has a security interest; 
 
              (vii) Financing statements regarding all Collateral, and filed 
          in any and all offices and jurisdictions deemed appropriate by Agent 
          in Agent's sole discretion; 
 
              (viii) Uniform Commercial Code, tax lien, bankruptcy and 
          judgment searches concerning each Borrower from all offices and 
          jurisdictions deemed appropriate by Agent in Agent's sole discretion, 
          showing no other filing of record with respect to the Collateral 
          granted hereunder other than any financing statement filed by Agent; 
 
              (ix) An opinion of counsel to Borrowers in substantially the form 
          of Exhibit D attached hereto together with an opinion of special 
          California counsel to Borrowers regarding certain matters relating to 
          Pacific Direct Marketing Corp., a California corporation; 
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              (x) A Financial Condition and Compliance Certificate (a 
          "COMPLIANCE CERTIFICATE") in the form of Exhibit E attached hereto 
          dated the date of the Closing, signed by an authorized officer of each 
          Borrower; 
 
              (xi) A loss payable endorsement respecting each Borrower's 
          casualty insurance in the form of Exhibit F attached hereto; 
 
              (xii)  Evidence of insurance in the form set forth in Section 7.6 
          or otherwise acceptable to Agent; 
 
              (xiii)  An initial Notice of Borrowing duly executed by each 
          Borrower; 
 
              (xiv)  Payment of the Closing Fee  referenced in Section 2.12(A); 
 
              (xv) The initial Borrowing Base Certificate duly executed by each 
          Borrower; 
 
              (xvii)  An authorization to pay proceeds letter executed by each 
          Borrower in a form acceptable to Agent; 
 
              (xviii)  A field audit report relating to an inspection of the 
          Collateral, acceptable to Agent in all respects; 
 
              (xix)  A SalesLink Pledge Agreement (a "SALESLINK PLEDGE 
          AGREEMENT") in the form of Exhibit L attached hereto; 
 
              (xx) A SalesLink Mexico Pledge Agreement (a "SALESLINK MEXICO 
          PLEDGE AGREEMENT") in the form of Exhibit M attached hereto together 
          with a consent of SalesLink Corporation; 
 
              (xxi) A Parent Intercreditor Agreement (a "PARENT INTERCREDITOR 
          AGREEMENT") in the form of Exhibit N attached hereto; 
 
              (xxii) A uBid Collateral Assignment (a "UBID COLLATERAL 
          ASSIGNMENT") in the form of Exhibit O attached hereto; and 
 
              (xxiii) Such other documents as Agent shall reasonably determine 
          to be necessary or desirable. 
 
          (B) Additional Advances. At the time of (1) the Closing and (2) of 
     each disbursement under the Revolving Credit Facility or the Term Loan 
     (prior to the Amortization Commencement Date) after the Closing: 
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              (i) Each Borrower must be in full compliance with all of the 
          terms and conditions of this Agreement and the Ancillary Agreements, 
          and no Default or Event of Default shall have occurred and be 
          continuing; 
 
              (ii) No material adverse change shall have occurred in the 
          business, assets, operations, financial or other condition of any 
          Borrower or in Borrowers collective ability to pay the Loans since the 
          date of this Agreement or since the Closing, as applicable; 
 
              (iii) Each Borrower shall have good and marketable title to and 
          ownership of the Collateral owned by it. The Collateral shall be free 
          from any security interest, Lien or encumbrance except the Permitted 
          Liens and no financing statement concerning the Collateral, excepting 
          any filed on behalf of Agent and those listed on Exhibit B-2, is on 
          file in any public office; 
 
              (iv) Each of the representations and warranties set forth in 
          Section 6 shall be true and correct as of such time;  and 
 
              (v) After giving effect to the requested advance, the aggregate 
          principal amount of all Loans outstanding under the Revolving Credit 
          Facility shall not exceed the then current Availability. 
 
     2.12 FEES. 
 
          (A) Closing Fee.  Borrowers agree, jointly and severally, to pay to 
     Agent, for the ratable benefit of the Lenders at Closing a non-refundable 
     closing fee in the amount of $75,000. 
 
          (B) Non-Use Fee.  Borrowers agree, jointly and severally, to pay to 
     Agent, for the ratable benefit of the Lenders, (i) with respect to the 
     Revolving Credit Facility, for the period commencing on the date hereof and 
     continuing through the Revolving Credit Termination Date, a non-use fee at 
     the rate of one-half of one percent (0.50%) per annum on the amount of the 
     average daily unused portion of the Aggregate Revolving Credit Commitment 
     and (ii) with respect to the Term Loan, for the period commencing on the 
     date hereof and continuing through the Amortization Commencement Date, a 
     non-use fee at the rate of one-half of one percent (0.50%) per annum on the 
     amount of the average daily unused portion of the Aggregate Term Loan 
     Commitment.  Such non-use fees shall be payable by Borrowers, jointly and 
     severally, in arrears on the last Business Day of each calendar month and 
     on the Revolving Credit Termination Date and the Amortization Commencement 
     Date.  The non-use fee shall be computed on the basis of the actual number 
     of days elapsed in a year of 360 days. 
 
     SECTION 2.13   LETTERS OF CREDIT. 
 
         (A)  Issuance of Letters of Credit. 
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              (i) From and after the date hereof, the Issuing Lender agrees, 
          upon the terms and conditions set forth in this Agreement, to issue at 
          the request and for the account of Borrowers, one or more Letters of 
          Credit; provided, however, that the Issuing Lender shall not be under 
          any obligation to issue, and shall not issue, any Letter of Credit if 
          (a) any order, judgment or decree of any governmental authority with 
          jurisdiction over the Issuing Lender shall purport by its terms to 
          enjoin or restrain such Issuing Lender from issuing such Letter of 
          Credit, or any law or governmental rule, regulation, policy, guideline 
          or directive (whether or not having the force of law) from any 
          governmental authority with jurisdiction over the Issuing Lender shall 
          prohibit, or request that the Issuing Lender refrain from, the 
          issuance of Letters of Credit in particular or shall impose upon the 
          Issuing Lender with respect to any Letter of Credit any restriction or 
          reserve or capital requirement (for which the Issuing Lender is not 
          otherwise compensated) or any unreimbursed loss, cost or expense which 
          was not applicable, in effect and known to the Issuing Lender as of 
          the date of this Agreement and which the Issuing Lender in good faith 
          deems material to it (the Issuing Lender shall promptly notify 
          Borrowers of any event which, in the judgment of the Issuing Lender, 
          would preclude the issuance of a Letter of Credit pursuant to this 
          clause); (b) one or more of the conditions to such issuance contained 
          in Section 2.11 is not then satisfied; or (c) after giving effect to 
          such issuance, the aggregate outstanding amount of the Letter of 
          Credit Obligations would exceed the Letter of Credit Sublimit. 
 
              (ii) In no event shall: (a) the aggregate amount of the Letter of 
          Credit Obligations at any time exceed the Letter of Credit Sublimit; 
          (b) the sum at any time of (1) the aggregate amount of Letter of 
          Credit Obligations and (2) the aggregate principal balance of all 
          outstanding Loans issued pursuant to the Revolving Credit Facility 
          exceed the lesser of the then current Availability and the Borrowing 
          Base; or (c) the expiration date of any Letter of Credit (including, 
          without limitation, Letters of Credit issued with an automatic 
          "evergreen" provision providing for renewal absent advance notice by 
          Borrowers or the Issuing Lender), or the date for payment of any draft 
          presented thereunder and accepted by the Issuing Lender, be later than 
          the Letter of Credit Expiry Date. 
 
          (B) Participating Interests.  Immediately upon the issuance by the 
    Issuing Lender of a Letter of Credit in accordance with Section 2.13(A), 
    each Lender shall be deemed to have irrevocably and unconditionally 
    purchased and received from the Issuing Lender, without recourse, 
    representation or warranty, an undivided participation interest equal to its 
    Percentage of the face amount of such Letter of Credit and each draw paid by 
    the Issuing Lender thereunder.  Each Lender's obligation to pay its 
    proportionate share of all draws under the Letters of Credit, absent gross 
    negligence or willful misconduct by the Issuing Lender in honoring any such 
    draw, shall be absolute, unconditional and irrevocable and in each case 
    shall be made without counterclaim or set-off by such Lender. 
 
         (C) Letter of Credit Reimbursement Obligations. 
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              (i) (a) Borrowers agree to pay to the Issuing Lender (1) on each 
          date that any amount is drawn under each Letter of Credit a sum (and 
          interest on such sum as provided in clause (2) below) equal to the 
          amount so drawn plus all other charges and expenses with respect 
          thereto or in the applicable Reimbursement Agreement and (2) interest 
          on any and all amounts remaining unpaid under this Section 2.13 until 
          payment in full at the Prime Rate plus 2.00% per annum.  Borrowers 
          agree to pay to the Issuing Lender the amount of all Reimbursement 
          Obligations owing in respect of any Letter of Credit immediately when 
          due, under all circumstances, including, without limitation, any of 
          the following circumstances:  (w) any lack of validity or 
          enforceability of this Agreement or any Ancillary Agreements executed 
          pursuant hereto; (x) the existence of any claim, set-off, defense or 
          other right which Borrowers may have at any time against a beneficiary 
          named in a Letter of Credit, any transferee of any Letter of Credit 
          (or any Person for whom any such transferee may be acting), any Lender 
          or any other Person, whether in connection with this Agreement, any 
          Letter of Credit, the transactions contemplated herein or any 
          unrelated transactions (including any underlying transaction between 
          the Borrowers and the beneficiary named in any Letter of Credit); (y) 
          the validity, sufficiency or genuineness of any document which the 
          Issuing Lender has determined in good faith complies on its face with 
          the terms of the applicable Letter of Credit, even if such document 
          should later prove to have been forged, fraudulent, invalid or 
          insufficient in any respect or any statement therein shall have been 
          untrue or inaccurate in any respect; or (z) the surrender or material 
          impairment of any security for the performance or observance of any of 
          the terms hereof. 
 
              (ii) Notwithstanding any provisions to the contrary in any 
          Reimbursement Agreement, Borrowers agree to reimburse the Issuing 
          Lender for amounts which the Issuing Lender pays under such Letter of 
          Credit no later than the time specified in this Agreement.  If the 
          Borrowers do not pay any such Reimbursement Obligations when due, the 
          Borrowers shall be deemed to have immediately requested that the Banks 
          make a Prime Rate Loan under this Agreement in a principal amount 
          equal to such unreimbursed Reimbursement Obligations.  The Agent shall 
          promptly notify the Lenders of such deemed request and, without the 
          necessity of compliance with the requirements of Sections 2.1 and 
          2.11, each Lender shall make available to the Agent its Loan in the 
          manner prescribed for Prime Rate Loans.  The proceeds of such Loans 
          shall be paid over by the Agent to the Issuing Lender for the account 
          of Borrowers in satisfaction of such unreimbursed Reimbursement 
          Obligations, which shall thereupon be deemed satisfied by the proceeds 
          of, and replaced by, such Prime Rate Loan. 
 
             (iii) If the Issuing Lender makes a payment on account of any 
          Letter of Credit and is not concurrently reimbursed therefore by 
          Borrowers and if for any reason a Prime Rate Loan may not be made 
          pursuant to Section 2.13(C)(ii), then as promptly as practical during 
          normal banking hours on the date of its receipt of such notice or, if 
          not practicable on such date, not later than noon (Chicago time) 
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          on the Business Day immediately succeeding such date of notification, 
          each Lender shall deliver to the Agent for the account of the Issuing 
          Lender, in immediately available funds, the purchase price for such 
          Lender's interest in such unreimbursed Reimbursement Obligations, 
          which shall be an amount equal to such Lender's pro-rata share of such 
          payment. Each Lender shall, upon demand by the Issuing Lender, pay the 
          Issuing Lender interest on such Lender's pro-rata share of such draw 
          from the date of payment by the Issuing Lender on account of such 
          Letter of Credit until the date of delivery of such funds to the 
          Issuing Lender by such Lender at a rate per annum, computed for actual 
          days elapsed based on a 360-day year, equal to the federal funds rate 
          for such period; provided, that such payments shall be made by such 
          Lender only in the event and to the extent that the Issuing Lender is 
          not reimbursed in full by Borrowers for interest on the amount of any 
          draw on the Letters of Credit. 
 
              (iv) At any time after the Issuing Lender has made a payment on 
          account of any Letter of Credit and has received from any other Lender 
          such Lender's pro-rata share of such payment, the Issuing Lender 
          shall, forthwith upon its receipt of any reimbursement (in whole or in 
          part) by Borrowers for such payment, or of any other amount from 
          Borrowers or any other Person in respect of such payment (including, 
          without limitation, any payment of interest or penalty fees and any 
          payment under any collateral account agreement of the Borrowers or any 
          Ancillary Agreements executed pursuant hereto but excluding any 
          transfer of funds from any other Lender pursuant to Section 
          2.13(C)(ii)), transfer to such other Lender such other Lender's 
          ratable share of such reimbursement or other amount; provided, that 
          interest shall accrue for the benefit of such Lender from the time the 
          Issuing Lender has made a payment on account of any Letter of Credit; 
          provided, further, that in the event that the receipt by the Issuing 
          Lender of such reimbursement or other amount is found to have been a 
          transfer in fraud of creditors or a preferential payment under the 
          Bankruptcy Code or is otherwise required to be returned, such Lender 
          shall promptly return to the Issuing Lender any portion thereof 
          previously transferred by the Issuing Lender to such Lender, but 
          without interest to the extent that interest is not payable by the 
          Issuing Lender in connection therewith. 
 
          (D) Procedure for Issuance.  Prior to the issuance of each Letter of 
     Credit, and as a condition of such issuance, Borrowers shall deliver to the 
     Issuing Lender (with a copy to the Agent) a Reimbursement Agreement signed 
     by the Borrowers, together with such other documents or items as may be 
     required pursuant to the terms thereof, and the proposed form and content 
     of such Letter of Credit shall be reasonably satisfactory to the Issuing 
     Lender.  Each Letter of Credit shall be issued no earlier than two (2) 
     Business Days after delivery of the foregoing documents, which delivery may 
     be by Borrowers to the Issuing Lender by facsimile transmission, telex or 
     other electronic means followed by delivery of executed originals within 
     five days thereafter.  The documents so delivered shall be in compliance 
     with the requirements set forth in Section 2.13(A), and shall specify 
     therein (i) the stated amount of the Letter of Credit requested, (ii) the 
     effective date of issuance of such requested Letter of Credit, which shall 
     be a Business 
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     Day, (iii) the date on which such requested Letter of Credit is to expire, 
     (iv) the entity for whose benefit the requested Letter of Credit is to be 
     issued, which shall be a Borrower and (v) the aggregate amount of Letter of 
     Credit Obligations which are outstanding and which will be outstanding 
     after giving effect to the requested Letter of Credit issuance. The 
     delivery of the foregoing documents and information shall constitute an 
     "ISSUANCE REQUEST" for purposes of this Agreement. Subject to the terms and 
     conditions of Section 2.13(A) and provided that the applicable conditions 
     set forth in Section 2.11 hereof have been satisfied, the Issuing Lender 
     shall, on the requested date, issue a Letter of Credit on behalf of 
     Borrowers in accordance with the Issuing Lender's usual and customary 
     business practices. In addition, any amendment of an existing Letter of 
     Credit shall be deemed to be an issuance of a new Letter of Credit and 
     shall be subject to the requirements set forth above. The Issuing Lender 
     shall give the Agent prompt written notice of the issuance of any Letter of 
     Credit. 
 
          (E) Nature of the Lenders' Obligations. 
 
              (i) As between Borrowers and the Lenders, Borrowers assume all 
          risks of the acts and omissions of, or misuse of the Letters of Credit 
          by, the respective beneficiaries of the Letters of Credit.  In 
          furtherance and not in limitation of the foregoing, the Lenders shall 
          not be responsible for (i) the form, validity, sufficiency, accuracy, 
          genuineness or legal effect of any document submitted by any party in 
          connection with the application for an issuance of a Letter of Credit, 
          even if it should in fact prove to be in any or all respects invalid, 
          insufficient, inaccurate, fraudulent or forged; (ii) the validity or 
          sufficiency of any instrument transferring or assigning or purporting 
          to transfer or assign a Letter of Credit or the rights or benefits 
          thereunder or proceeds thereof, in whole or in part, which may prove 
          to be invalid or ineffective for any reason; (iii) the failure of the 
          beneficiary of a Letter of Credit to comply fully with conditions 
          required to be satisfied by any Person other than the Issuing Lender 
          in order to draw upon such Letter of Credit (other than a failure to 
          satisfy documentary conditions to drawing where payment of the Letter 
          of Credit despite such failure would constitute gross negligence or 
          willful misconduct of the Issuing Lender); (iv) errors, omissions, 
          interruptions or delays in transmission or delivery of any messages, 
          by mail, cable, telegraph, facsimile transmission, telex or otherwise; 
          (v) the misapplication by the beneficiary of a Letter of Credit of the 
          proceeds of any drawing under such Letter of Credit; or (vi) any 
          consequences arising from causes beyond control of the Issuing Lender. 
 
              (ii) In furtherance and extension and not in limitation of the 
          specific provisions hereinabove set forth (including in Section 
          2.13(C)), any action taken or omitted by the Issuing Lender under or 
          in connection with the Letters of Credit or any related certificates, 
          if taken or omitted in good faith, shall not put the Agent or any 
          Lender under any resulting liability to Borrowers or relieve Borrowers 
          of any of its obligations hereunder to the Issuing Lender or any such 
          Person. 
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          (F) Compensation for Letters of Credit.  Borrowers shall pay to Agent 
     (for the benefit of the Issuing Lender and the other Lenders) on the first 
     Business Day of each calendar quarter, in arrears, a letter of credit fee 
     at a rate per annum (the "LETTER OF CREDIT FEES") equal to the Applicable 
     Margin for Loans made under the Revolving Credit Facility per annum of the 
     stated amount of each Letter of Credit.  In addition, the Borrower shall 
     pay to the Agent (for the benefit of the Issuing Lender and the other 
     Lenders) any other processing, issuance, amendment or other similar fees 
     customarily charged in connection with Letters of Credit, together with the 
     Issuing Lender's out-of-pocket costs of issuing and servicing letters of 
     credit.  All Letter of Credit Fees shall be computed on the basis of the 
     actual number of days elapsed in a year of 360 days. 
 
3.   PAYMENTS. 
     -------- 
 
     3.1  MAKING OF PAYMENTS. 
 
          (A) All payments and prepayments of principal of, or interest on, the 
     Notes shall be made by  Borrowers to the Agent in immediately available 
     funds for the account of the holders of the Notes pro rata according to the 
     respective unpaid amounts of principal or interest, as the case may be, 
     owed to such holders.  All payments of non-use fees shall be made by 
     Borrowers to the Agent for the account of the Lenders pro rata according to 
     their respective Percentages.  All such payments shall be made to the Agent 
     at its office in Chicago, not later than 12:30 p.m. Chicago time, on the 
     date due, and funds received after that hour shall be deemed to have been 
     received by the Agent on the next following Business Day.  The Agent shall, 
     on the Business Day a payment is deemed to be received in collected funds 
     by it, remit to each Lender or other holder of a Note its share of such 
     payment. 
 
          (B) Unless Borrowers or a Lender, as the case may be, notify the Agent 
     prior to the date on which it is scheduled to make payment to the Agent of 
     (i) in the case of a Lender, the proceeds of a Loan under the Revolving 
     Credit Facility or a Term Loan, or (ii) in the case of Borrowers, a payment 
     of principal, interest or fees to the Agent for the account of the Lenders, 
     that it does not intend to make such payment, the Agent may assume that 
     such payment has been made.  The Agent may, but shall not be obligated to, 
     make the amount of such payment available to the intended recipient in 
     reliance upon such assumption.  If Borrowers have not in fact made such 
     payment to the Agent, the Lenders shall, on demand by the Agent, repay to 
     the Agent the amount so made available together with interest thereon in 
     respect of each day during the period commencing on the date such amount 
     was so made available by the Agent until the date the Agent recovers such 
     amount at a rate per annum equal to the federal funds rate for such day. 
     If any Lender has not in fact made such payment to the Agent (such a Lender 
     herein called a "NON-FUNDING LENDER"), such Non-Funding Lender or Borrowers 
     shall, on demand by the Agent, repay to the Agent the amount so made 
     available together with interest thereon in respect of each day during the 
     period commencing on the date such amount was so made available by the 
     Agent until the date the Agent recovers such amount at a 
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     rate per annum equal to (i) in the case of payment by a Non-Funding Lender, 
     an amount equal to $200 plus the federal funds effective rate for such day 
     or (ii) in the case of payment by Borrowers, the interest rate applicable 
     to the relevant Revolving Loan or Term Loan (it being understood and agreed 
     that prior to making a request pursuant to this clause (ii) the Agent will 
     use its best efforts to request the Lenders (other than a Non-Funding 
     Lender) to reallocate such amount among the Lenders (other than a Non- 
     Funding Lender) subject to Sections 2.1(A) or (B), as applicable. 
 
     3.2  PAYMENT TERMS. 
 
          (A) General.  All of the Liabilities shall be paid to Agent at the 
     address set forth in Section 10.10.  Subject to the remainder of this 
     Section 3.2 and Section 8.2, the Liabilities will be payable as follows: 
 
              (i) accrued interest shall be payable in arrears on the 
          applicable Interest Payment Date; 
 
              (ii) fees, costs, expenses and similar charges shall be payable 
          as and when provided for in this Agreement or the Ancillary 
          Agreements; 
 
              (iii) the then outstanding principal balance of the Revolving 
          Credit Facility shall be payable in full on the Revolving Credit 
          Termination Date; and 
 
              (iv) the then outstanding principal balance of the Term Loan 
          shall be payable in full on the Term Loan Maturity Date. 
 
     Except as otherwise set forth herein (including, but not limited to Section 
     2.10 hereof), Borrowers may prepay all or any portion of the Loans upon 
     notice from Borrowers to Agent at least one (1) day before the date of 
     prepayment, without penalty or premium, at any time and from time to time; 
     provided, that, all prepayments of principal shall include interest accrued 
     to the date of prepayment on the principal amount being prepaid.  After 
     maturity (whether upon acceleration or otherwise) of any Liabilities, 
     accrued interest on such Liabilities shall be payable upon demand. 
 
          (B) Scheduled Reductions of Term Loan.  The Term Loan shall be payable 
     in quarterly principal installments on the first Business Day of each of 
     Borrowers' fiscal quarters, commencing on the first such day occurring 
     after the Amortization Commencement Date such that the outstanding unpaid 
     principal balance of the Term Loan shall amortize in twenty (20) equal 
     quarterly installments of principal.  The quarterly payment amount shall be 
     calculated by dividing the outstanding unpaid principal balance of the Term 
     Loan on the Amortization Commencement Date by 20.  The principal amount of 
     the Term Loan outstanding, and all accrued and unpaid interest with respect 
     to the Term Loan, shall be due and payable on the Term Loan Maturity Date. 
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          (C) Mandatory Prepayment.  Borrowers shall not permit the aggregate 
     principal amount of Loans outstanding under the Revolving Credit Facility 
     at any time to exceed the Availability.  Borrowers agree, jointly and 
     severally, to make such payments to Agent on such outstanding Loans which 
     are necessary to cure any such excess within two Business Days after the 
     occurrence thereof.  No Lender shall be under an obligation to make Loans 
     under the Revolving Credit Facility during the period that any such excess 
     exists or would result from making a Loan.  Any amount repaid under this 
     Section 3.2(C) may, subject to the terms and conditions of this Agreement, 
     be borrowed, repaid and borrowed again. 
 
     3.3  LOCKBOX; COLLECTION OF ACCOUNTS AND PAYMENTS. 
 
          (A) Lockbox.  Borrowers shall establish a special account as a lockbox 
     in Borrowers' name with Agent, upon such terms as are required by Agent, to 
     which Borrowers and their respective Subsidiaries will cause all Account 
     Debtors to send all remittances on Accounts and all  customers party to Buy 
     Back Agreements to send all remittances related to  any purchases by such 
     customers pursuant to such Buy Back Agreements.  If received directly by a 
     Borrower or a Subsidiary, such Borrower or Subsidiary will immediately 
     deposit in such special account all remittances and proceeds of the 
     Collateral in the identical form in which such payment was made, whether by 
     cash or check.  Borrowers agree that upon the occurrence and during the 
     continuation of a Default or an Event of Default, all payments made to such 
     special account or otherwise received by Agent, whether on the Accounts, on 
     any Buy Back Agreement or as proceeds of other Collateral or otherwise, 
     will be the sole and exclusive property of Agent for the benefit of Agent 
     and the Lenders and will be applied on account of the Liabilities.  So long 
     as no Default or an Event of Default has shall have occurred and be 
     continuing, Borrowers shall be entitled to direct the use of the funds 
     maintained in such special account in accordance with the terms of this 
     Agreement.  Two (2) Business Days after Agent's receipt of good funds, 
     Agent will credit (conditional upon final collection) all payments received 
     through the special account to the Liabilities.  Each Borrower, its 
     Subsidiaries and any Affiliates, shareholders, directors, officers, 
     employees, agents of such Borrower and its Subsidiaries and all Persons 
     acting for or in concert with such Borrower shall, acting as trustee for 
     Agent, receive, as the sole and exclusive property of Agent for the benefit 
     of Agent and the Lenders, any monies, checks, notes, drafts or any other 
     payments relating to or proceeds of Accounts, Buy Back Agreements or other 
     Collateral which come into their possession or under their control and 
     immediately upon receipt, shall remit the same or cause the same to be 
     remitted, in kind, to Agent, at Agent's address set forth in Section 10.10. 
     Borrowers agree, jointly and severally, to pay to Agent any and all 
     reasonable fees, costs and expenses (if any) which Agent incurs in 
     connection with opening and maintaining the special account and depositing 
     for collection by Agent any check or item of payment received or delivered 
     to Agent on account of the Liabilities. 
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          (B)  Limitation of Liability. 
 
              (i) Agent shall have no liability to Borrowers other than that 
          imposed upon it by law for its failure to exercise ordinary care with 
          respect to the lockbox established hereunder.  Establishment of and 
          substantial compliance with the procedures set forth herein or in 
          other documents related to the lockbox by Agent shall be deemed to 
          constitute the exercise of ordinary care.  A mere inadvertence or 
          honest mistake of judgment will not constitute a failure to exercise 
          ordinary care, and in no case will be deemed wrongful.  Agent shall 
          not be liable for consequential, indirect or special damages, even if 
          it has been advised of the possibility that they exist.  Agent shall 
          have no liability for mail not bearing a complete and proper address. 
 
              (ii) Agent shall not be liable for failure to perform any 
          services under this Agreement within the time provided therefore in 
          the event and to the extent that such failure arises out of war, civil 
          commotion, an act of God, accident, interruption of power supplies or 
          other utility or service, strikes or lockouts, delay in 
          transportation, legislative action, government regulations or 
          interferences, or any other event beyond Agent's control. 
 
              (iii) In the event Agent becomes involved in controversies or 
          litigation with any third party or parties involving or relating to 
          the services provided for herein to Borrowers, Borrowers agree, 
          jointly and severally, to indemnify Agent against any claims, costs, 
          damages and liabilities, including reasonable attorneys' fees and 
          court costs incurred by or asserted against Agent to or by such third 
          party or parties, excluding claims, costs, damages and liabilities 
          resulting from Agent's gross negligence or willful misconduct.  This 
          indemnity shall survive the termination of this Agreement. 
 
     3.4  APPLICATION OF PAYMENTS AND COLLECTIONS.  Subject to the rights of the 
Borrowers to direct funds under Section 3.3(A), Borrowers irrevocably waive the 
right to direct the application of payments and collections received by Agent 
and/or any Lender from or on behalf of Borrowers, and Borrowers agree that Agent 
shall have the continuing exclusive right to apply and reapply any and all such 
payments and collections against the Liabilities in such manner as Agent may 
deem appropriate, notwithstanding any entry by Agent upon any of its books and 
records.  To the extent that Borrowers make a payment or payments to Agent or 
Agent receives any payment or proceeds of the Collateral for Borrowers' benefit, 
which payment(s) or proceeds are subsequently invalidated, declared to be 
fraudulent or preferential, set aside or required to be repaid to a trustee, 
receiver or any other party under any bankruptcy act, state or federal law, 
common law or equitable cause, then to the extent of such payment or proceeds 
received, the Liabilities intended to be satisfied shall be revived and shall 
continue in full force and effect, as if such payments or proceeds had not been 
received by Agent.  Interest shall be payable out of the first collections 
received with respect to any proceeds of Collateral. 
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     3.5  RECORDS.  All advances to Borrowers, and all other debits and credits 
provided for in this Agreement, shall be evidenced by entries made by Agent in 
its internal data control systems showing the date, amount and reason for each 
such debit or credit. 
 
4.   COLLATERAL; GENERAL TERMS. 
     ------------------------- 
 
     4.1  SECURITY INTEREST.  To secure the prompt payment to each Lender of the 
Liabilities, each Borrower grants to Agent, for the benefit of the Agent and the 
Lenders, a continuing security interest in and to all of such Borrower's 
Property including the following Property and interest in Property of such 
Borrower, whether now owned or existing or to be acquired or arising and 
wherever located:  (i) all Accounts, Inventory, Equipment, General Intangibles, 
tax refunds, chattel paper, instruments, letters of credit, investment property, 
including, without limitation, stocks, bonds, interests in limited liability 
companies, partnership interests, securities, certificates of deposit, mutual 
fund shares, securities entitlements, including, without limitation, all of each 
Borrower's rights to any securities account, any free credit balance or other 
money owing by any securities intermediary with respect to such account, all 
securities and commodities held by Agent or any of its Affiliates, all commodity 
contracts held by any Borrower and all commodity accounts held by any Borrower, 
documents and documents of title evidencing or issued with respect to any of the 
foregoing; (ii) all of such Borrower's deposit accounts (general or special) 
with and credits and other claims against Agent or any Lender; (iii) all of such 
Borrower's now owned or to be acquired monies, and any and all other property of 
such Borrower now or to be coming into the actual possession, custody or control 
of Agent, any Lender or any agent or affiliate of any Lender in any way or for 
any purpose (whether for safekeeping, deposit, custody, pledge, transmission, 
collection or otherwise); (iv) all insurance proceeds of or relating to any of 
the foregoing; (v) all of such Borrower's books and records, including without 
limitation customer lists, credit files, computer programs, printouts and other 
materials, relating to any of the foregoing; and (vi) all accessions and 
additions to, substitutions for, and replacements, products and proceeds of any 
of the foregoing. 
 
     4.2  DISCLOSURE OF SECURITY INTEREST.  Each Borrower shall make appropriate 
entries upon its financial statements and books and records disclosing Agent's 
security interest in the Collateral of such Borrower. 
 
     4.3  SPECIAL COLLATERAL.  Immediately upon receipt by a Borrower of any 
Collateral that is evidenced or secured by an agreement, chattel paper, 
instrument or document, including, without limitation, promissory notes, 
documents of title and warehouse receipts (the "SPECIAL COLLATERAL"), such 
Borrower shall deliver the original thereof to Agent or to such agent of Agent 
as Agent shall designate, together with appropriate endorsements, or other 
specific evidence (in form and substance acceptable to Agent) of assignment 
thereof to Agent. 
 
     4.4  FURTHER ASSURANCES.  Each Borrower hereby irrevocably authorizes the 
Agent at any time, and from time to time, to file in any jurisdiction any 
initial financing statements and amendments thereto that (a) indicate the 
Collateral (i) as all assets of each such Borrower or words of similar effect, 
regardless of whether any particular asset comprised in the Collateral 
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falls within the scope of Article 9 of the Uniform Commercial Code of the 
jurisdiction wherein such financing statement or amendment is filed, or (ii) as 
being of an equal or lesser scope or within greater detail, and (b) contain any 
other information required by Section 5 of Article 9 of the Uniform Commercial 
Code of the jurisdiction wherein such financing statement or amendment is filed 
regarding the sufficiency or filing office acceptance of any financing statement 
or amendment, including (i) whether such Borrower is an organization, the type 
of organization and any organization identification number issued to such 
Borrower and (ii) in the case of a financing statement filed as a fixture filing 
or indicating Collateral as as-extracted collateral or timber to be cut, a 
sufficient description of real property to which the Collateral relates. Each 
Borrower agrees to furnish any such information to the Agent promptly upon 
request. Each Borrower further ratifies and affirms its authorization for any 
financing statements and/or amendments thereto, previously filed by the Agent in 
any jurisdiction. 
 
     4.5  INSPECTION.  Each Borrower agrees to permit Agent and its duly 
authorized representatives and agents, upon prior notice, during normal business 
hours, and if no Default or Event of Default has occurred and is continuing, no 
more than once per calendar year, to visit and inspect any of the Collateral of 
such Borrower, corporate books and financial records of such Borrower, to 
examine and make copies of the books of accounts and other financial records of 
such Borrower, and to discuss the affairs, finances and accounts of such 
Borrower with, and to be advised as to the same by, its officers, employees and 
independent public accounts (and by this provision such Borrower hereby 
authorizes such accountants to discuss with Agent the finances and affairs of 
such Borrower); provided that after the occurrence of and during the continuance 
of an Event of Default, such inspections may occur during normal business hours 
without notice and at such times and intervals as Agent may designate. 
 
     4.6  LOCATION OF COLLATERAL.  Borrowers' chief executive office, principal 
places of business and all other offices and locations of the Collateral and 
books and records related thereto (including, without limitation, computer 
programs, printouts and other computer materials and records concerning the 
Collateral) are set forth on Exhibit G.  Borrowers shall not remove their 
respective books and records or the Collateral from any Eligible Collateral 
Location (except to another Eligible Collateral Location and except for removal 
of items of Inventory upon sale in accordance with Section 5.6) and shall not 
change the location of their chief executive office, open any new offices 
(provided however, that an employee of any Borrower working from such employee's 
home shall not be deemed to be opening a new office) or relocate any of their 
respective books and records or the Collateral except within the continental 
United States of America with at least thirty (30) days' prior written notice 
thereof to Agent. 
 
     4.7  AGENT'S PAYMENT OF CLAIMS ASSERTED AGAINST BORROWERS.  Agent may, but 
shall not be obligated to, at any time or times, in its sole discretion, and 
without waiving any Event of Default or waiving or releasing any obligation, 
liability or duty of Borrowers under this Agreement or the Ancillary Agreements, 
pay, acquire or accept an assignment of any security interest, Lien, claim or 
other encumbrance asserted by any Person against the Collateral.  All sums paid 
by Agent under this Section 4.7, including all costs, fees (including without 
limitation reasonable attorney's and paralegals' fees and court costs), expenses 
and other charges relating 
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thereto, shall be payable by Borrowers, jointly and severally, to Agent on 
demand and shall be additional Liabilities secured by the Collateral. 
 
     4.8  LETTER OF CREDIT RIGHTS.  If any Borrower at any time is a beneficiary 
under a letter of credit now or hereafter issued in favor of such Borrower, such 
Borrower shall promptly notify Agent thereof and, at the request and option of 
Agent, such Borrower shall, pursuant to an agreement in form and substance 
satisfactory to Agent, either (i) arrange for the issuer and any confirmer of 
such letter of credit to consent to an assignment to the Agent of the proceeds 
of any drawing under the letter of credit or (ii) arrange for the Agent to 
become the transferee beneficiary of the letter of credit, with the Agent 
agreeing, in each case, that the proceeds of any drawing under the letter of 
credit are to be applied as provided in this Agreement. 
 
     4.9  COMMERCIAL TORT CLAIMS.  If any Borrower shall at any time hold or 
acquire a Commercial Tort Claim, the Borrower shall immediately notify the Agent 
in writing signed by such Borrower of the details thereof and grant to Agent in 
such writing a security interest therein and in the proceeds thereof, all upon 
the terms of this Agreement, with such writing to be in form and substance 
reasonably satisfactory to Agent. 
 
    4.10  ELECTRONIC CHATTEL PAPER AND TRANSFERABLE RECORDS.  If any Borrower 
at any time holds or acquires an interest in any electronic chattel paper or any 
"transferable record", as that term is defined in Section 201 of the federal 
Electronic Signatures in Global and National Commerce Act, or in (S)16 of the 
Uniform Electronic Transactions Act as in effect in any relevant jurisdiction, 
such Borrower shall promptly notify Agent thereof and, at the request of Agent, 
shall take such action as Agent may reasonably request to vest in Agent control 
under Section 9-105 of the UCC of such electronic chattel paper or control under 
Section 201 of the federal Electronic Signatures in Global and National Commerce 
Act or, as the case may be, (S)16 of the Uniform Electronic Transactions Act, as 
so in effect in such jurisdiction, of such transferable record.  The Agent 
agrees with Borrowers that the Agent will arrange, pursuant to procedures 
reasonably satisfactory to Agent and so long as such procedures will not result 
in Agent's loss of control, for such Borrower to make alterations to the 
electronic chattel paper or transferable record permitted under Section 9-105 of 
the UCC or, as the case may be, Section 201 of the federal Electronic Signatures 
in Global and National Commerce Act or (S)16 of the Uniform Electronic 
Transactions Act for a party in control to make without loss of control, unless 
an Event of Default has occurred and is continuing or would occur after taking 
into account any action by such Borrower with respect to such electronic chattel 
paper or transferable record. 
 
5.   COLLATERAL; ACCOUNTS AND COLLATERAL MAINTENANCE. 
     ----------------------------------------------- 
 
     5.1  VERIFICATION OF ACCOUNTS AND INVENTORY.  Any of Agent's officers, 
employees or agents shall have the right, at any time or times following the 
occurrence and during the continuation of a Default or an Event of Default, in 
Agent's or Borrowers' name or in the name of a firm of independent certified 
public accountants acceptable to Agent, during normal business hours, to verify 
the validity, amount or any other matters relating to any Accounts and Inventory 
by mail, telephone, telecopy or otherwise. 
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     5.2  ASSIGNMENTS, RECORDS AND ACCOUNTS AND INVENTORY REPORT.  Each Borrower 
shall keep accurate and complete records of its Accounts.  Borrowers shall 
deliver to Agent, upon demand a copy of (and after the occurrence of and during 
the continuance of an Event of Default, the original of) all documents relating 
to the Accounts and such other matters and information relating to the status of 
then existing Accounts as Agent shall reasonably request. 
 
     5.3  NOTICE REGARDING DISPUTED ACCOUNTS.  Borrowers shall give Agent prompt 
notice of any dispute in excess of $100,000 in respect of any Account.  Each 
such notice shall identify any such disputed Account and disclose with respect 
thereto, in reasonable detail, the reason for the dispute, all claims related 
thereto and the amount in controversy.  Agent shall promptly notify each Lender 
of receipt of such a notice. 
 
     5.4  SALE OR ENCUMBRANCE OF ACCOUNTS.  Each Borrower shall not, without the 
prior written consent of the Agent, sell, transfer, grant a security interest in 
or otherwise dispose of or encumber any of its Accounts to any Person other than 
Agent, except for the Permitted Liens. 
 
     5.5  EQUIPMENT.  Each Borrower shall keep and maintain in good operating 
condition (normal wear and tear excepted), and repair and make all necessary 
replacements and renewals to, the Equipment so that the value and operating 
efficiency thereof shall at all times be maintained and preserved, and keep such 
Collateral only at an Eligible Collateral Location. 
 
     5.6  NOTICE OF LOSS; PROHIBITION ON SALE OR DISPOSITION.  Borrowers shall 
immediately notify Agent of any material loss or depreciation in value of the 
Collateral.  Borrowers shall not sell, transfer or otherwise dispose of any 
Collateral; provided, that, until notice is given by Agent to Borrowers, 
Borrowers may sell Inventory in the ordinary course of business substantially in 
the same manner as now conducted, but a sale in the ordinary course of business 
shall not include any transfer or sale in satisfaction, partial or complete, of 
a debt owed by a Borrower; provided further that Borrowers may transfer 
Collateral other than Inventory so long as the aggregate sales price of such 
Collateral sold during any 12 month period shall not exceed $100,000. 
 
     5.7  COMPLIANCE WITH BUY BACK AGREEMENTS.  Each Borrower shall fully comply 
with all terms and conditions of any Buy Back Agreements to which such Borrower 
is a party. 
 
6.   WARRANTIES AND REPRESENTATIONS. 
     ------------------------------ 
 
     6.1  GENERAL WARRANTIES AND REPRESENTATIONS.  Each Borrower warrants and 
represents  to Agent and the Lenders that: 
 
          (A) (i) SalesLink Corporation is a corporation duly organized, validly 
     existing and in good standing under the laws of the State of Delaware and 
     its state issued organizational identification number is 2721217, (ii) 
     InSolutions, Incorporated, is a corporation duly organized, validly 
     existing and in good standing under the laws of the State of Delaware and 
     its state issued organizational identification number is 2903046, (iii) On- 
     Demand Solutions Inc. is a corporation duly organized, validly existing and 
     in 
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     good standing under the laws of the State of Massachusetts and its state 
     issued organizational identification number is 3328616, (iv) Pacific Direct 
     Marketing Corp. is a corporation duly organized, validly existing and in 
     good standing under the laws of the State of California and its state 
     issued organizational identification number is 1585724 and (v) SalesLink 
     Mexico Holding Corp., is a corporation duly organized, existing and in good 
     standing under the laws of the state of Delaware and its state issued 
     organizational number is 3111152. Each Borrower is qualified or licensed as 
     a foreign corporation to do business in all other states in which the laws 
     thereof require such Borrower to be so qualified or licensed except where a 
     lack of such qualification or licensing will not have a material adverse 
     effect on the business, operations or financial condition of such Borrower; 
 
          (B) Such Borrower has not used, during the five (5) year period 
     preceding the date of this Agreement, and on the date hereof does not 
     intend to use, any other corporate or fictitious name, except as disclosed 
     in Exhibit H; 
 
          (C) Such Borrower has the right and power and is duly authorized and 
     empowered to enter into, execute, deliver and perform this Agreement and 
     the Ancillary Agreements; 
 
          (D) The execution, delivery and performance by such Borrower of this 
     Agreement and the Ancillary Agreements shall not, by its execution or 
     performance, the lapse of time, the giving of notice or otherwise, 
     constitute a violation of any applicable law, rule, regulation, judgment, 
     order or decree applicable to such Borrower or its assets or constitute a 
     breach of any provision contained in such Borrower's charter or by-laws or 
     contained in any material agreement, instrument, indenture or other 
     document to which such Borrower is now a party or by which it or any of its 
     property is bound; 
 
          (E) Such Borrower's use of the proceeds of any advances made by each 
     Lender hereunder are, and will continue to be, legal and proper corporate 
     uses (duly authorized by its board of directors, in accordance with any 
     applicable law, rule or regulation) and such uses are consistent with all 
     applicable laws, rules and regulations, as in effect as of the date hereof; 
 
          (F) Such Borrower has, and is current and in good standing with 
     respect to, all material governmental approvals, permits, certificates, 
     inspections, consents and franchises necessary to conduct and to continue 
     to conduct its business and its intended business and to own or lease and 
     operate its properties as now owned or leased and operated by it; 
 
          (G) None of such approvals, permits, certificates, consents or 
     franchises contains any term, provision, condition or limitation more 
     burdensome than such as are generally applicable to Persons engaged in the 
     same or similar business as such Borrower; 
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          (H) Such Borrower now has capital sufficient to carry on its business 
     and transactions and all businesses and transactions in which it is about 
     to engage and is now able to pay its debts as they mature and such Borrower 
     now owns property the fair saleable value of which is greater than the 
     amount required to pay such Borrower's debts; 
 
          (I) Except as disclosed in the Financials, (i) there is no litigation, 
     suit, action, proceeding, inquiry or investigation pending or, to the best 
     of such Borrower's knowledge, threatened against such Borrower which if 
     unfavorably determined would materially adversely affect the transactions 
     contemplated hereby, or such Borrower's property, assets, operations or 
     condition (financial or otherwise) (except, in the case of Financials 
     delivered to Agent on or prior to the date of this Agreement, as shown on 
     Exhibit I), and (ii) such Borrower has no Indebtedness and has not 
     guaranteed the obligations of any other Person (except for Permitted Debt); 
 
          (J) (i) There are no strikes, work stoppages, labor disputes 
     decertification petitions, union organizing efforts, grievances or other 
     claims pending or, to such Borrower's knowledge, threatened in writing, 
     between such Borrower and any of its employees, other than employee 
     grievances arising in the ordinary course of business which, in the 
     aggregate, would not have a material adverse effect on such Borrower and 
     (ii) to the best of such Borrower's knowledge, such Borrower has no 
     obligation under any collective bargaining agreement or any employment 
     agreement.  To such Borrower's knowledge, there is no organizing activity 
     pending or threatened in writing by any labor union or group of employees. 
     There are no representation proceedings pending or threatened with the 
     National Labor Relations Board or other applicable governmental authority, 
     and no labor organization or group of employees has made a pending demand 
     for recognition.  There are no material complaints or charges pending or, 
     to such Borrower's knowledge, threatened to be filed with any governmental 
     authority or arbitrator based on, arising out of, in connection with or 
     otherwise relating to the employment or termination of employment by such 
     Borrower of any individual or group of individuals which, if decided 
     adversely to such Borrower, would have a material adverse effect on such 
     Borrower; 
 
          (K) Such Borrower has good, indefeasible and merchantable title to and 
     ownership of its Collateral, free and clear of all Liens, claims, security 
     interests and other encumbrances, except those of Agent and Permitted 
     Liens; 
 
          (L) Such Borrower is not in violation of any applicable statute, rule, 
     regulation or ordinance of any governmental entity, including, without 
     limitation, the United States of America, any state, city, town, 
     municipality, county or of any other jurisdiction, or of any agency 
     thereof, in any respect materially and adversely affecting the Collateral 
     or such Borrower's business, property, assets, operations or condition, 
     financial or other; 
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          (M) Such Borrower is not in default under any indenture, loan 
     agreement, mortgage, lease, trust deed, deed of trust or other similar 
     agreement relating to the borrowing of monies to which it is a party or by 
     which it or any of its property is bound; 
 
          (N) The Financials fairly present in all material respects the assets, 
     liabilities and financial condition and results of operations of such 
     Borrower and such other Persons as are described therein as of the stated 
     dates; there are no omissions or other facts or circumstances which are or 
     may be material and there (i) has been no material and adverse change in 
     the assets, liabilities or financial or other condition of such Borrower or 
     any such Person since the date of the Financials and (ii) exists no equity 
     or long term investments in or outstanding advances to any Person not 
     reflected in the Financials; 
 
          (O) Neither such Borrower nor any Subsidiary has received a notice to 
     the effect that it is not in full compliance with any of the requirements 
     of ERISA and the regulations promulgated thereunder and, to the best of its 
     knowledge, there exists no event described in Section 4043 of ERISA, 
     excluding subsections 4043(b)(2) and 4043(b)(3) ("REPORTABLE EVENT"); 
 
          (P) Such Borrower has filed all federal, state and local tax returns 
     and other reports, or has been included in consolidated returns or reports 
     filed by an Affiliate, which such Borrower is required by law, rule or 
     regulation to file and all Charges that are due and payable have been paid, 
     except for Charges being contested in good faith and for which adequate 
     reserves are being maintained; 
 
          (Q) Such Borrower's execution and delivery of this Agreement and the 
     Ancillary Agreements do not directly or indirectly violate or result in any 
     violation of the Securities Exchange Act of 1934, as amended, or any 
     regulations issued pursuant thereto, including without limitation, 
     Regulation U, T or X of the Board of Governors of the Federal Reserve 
     System (12 CFR 221, 207, 220 and 224, respectively) and Borrower does not 
     own or intend to purchase or carry any "MARGIN SECURITY," as defined in 
     such Regulations; 
 
          (R) Except as set forth on Exhibit J, as of the date of this Agreement 
     such Borrower has no Subsidiaries and does not own an equity interest in 
     any other Person; 
 
          (S) Such Borrower has no knowledge of any fact or circumstance which 
     would impair the validity or collectibility of any material amount of its 
     Accounts or General Intangibles; 
 
          (T) None of such Borrower's Collateral has been pledged or sold to any 
     other Person or otherwise encumbered, such Borrower is the owner of its 
     Collateral free of all Liens and encumbrances except those of Agent and 
     except for the Permitted Liens and no financing statement concerning the 
     Collateral, except any filed on behalf of Agent and those relating to 
     Permitted Liens; 
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          (U) To the best of such Borrower's knowledge, each property (including 
     underlying ground water), operation and facility that such Borrower 
     operates or controls is in compliance with all statutes, judicial or 
     administrative orders, licenses, permits and governmental rules and 
     regulations applicable to them, including, without limitation, 
     Environmental Laws, the noncompliance with which is reasonably likely to 
     have a material adverse effect on the financial condition, continued 
     operations or Property of such Borrower; 
 
          (V) Such Borrower possesses adequate copyrights, patents, trademarks, 
     trade secrets and computer software to conduct its business and all such 
     intellectual property (other than computer software and trade secrets) in 
     the possession of such Borrower as of the date of this Agreement is listed 
     on Schedule 6.1(V); and 
 
          (W) Neither Pacific Direct Marketing Corp., a California corporation, 
     nor any other Borrower or Affiliate of any of them is in any way associated 
     with or related to The Lake Group, Inc., d/b/a Pacific Direct, Lake 
     Graphics and Elan Resources, which filed bankruptcy in the Northern 
     District of California Case No. 93-30351. 
 
     6.2  ACCOUNT WARRANTIES AND REPRESENTATIONS.  Each Borrower warrants and 
represents to Agent and each Lender that such Agent and such Lender may rely on 
all statements, warranties and representations made by such Borrower on or with 
respect to any Accounts and Inventory Report and, unless otherwise indicated in 
writing by such Borrower, that: 
 
          (A) Such Borrower's Accounts are genuine, are in all respects what 
     they purport to be, are not reduced to a judgment and, if evidenced by any 
     instrument, item of chattel paper, agreement, contract or documents, are 
     evidenced by only one executed original instrument, item of chattel paper, 
     agreement, contract, or document, which original has been endorsed and 
     delivered to Agent; 
 
          (B) Such Borrower's Accounts represent undisputed, bona fide 
     transactions completed in accordance with the terms and provisions 
     contained in any related documents; 
 
          (C) The amounts shown on any Accounts and Inventory Report, and all 
     invoices and statements delivered to Agent with respect to any Account, are 
     actually and absolutely owing to such Borrower and are not contingent for 
     any reason; 
 
          (D) Except as may be disclosed on such Accounts and Inventory Report, 
     there are no setoffs, counterclaims or disputes existing or asserted with 
     respect to any Accounts included on an Accounts and Inventory Report, and 
     such Borrower has not made any agreement with any Account Debtor for any 
     deduction from such Account, except for discounts or allowances allowed by 
     such Borrower in the ordinary course of 
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     its business for prompt payment, which discounts and allowances have been 
     disclosed to Agent and are reflected in the calculation of the invoice 
     related to such Account; 
 
          (E) To the best of such Borrower's knowledge, there are no facts, 
     events or occurrences which in any way impair the validity or enforcement 
     of any of the Accounts or tend to reduce the amount payable thereunder from 
     the amount of the invoice shown on any Accounts and Inventory Report, and 
     on all contracts, invoices and statements delivered to Agent with respect 
     thereto; 
 
          (F) To the best of such Borrower's knowledge, all Account Debtors are 
     Solvent and had the capacity to contract at the time any contract or other 
     document giving rise to or evidencing the Accounts was executed; and 
 
          (G) To the best of such Borrower's knowledge, there are no proceedings 
     or actions which are threatened in writing or pending against any Account 
     Debtor which might result in any material adverse change in such Account 
     Debtor's financial or other condition. 
 
     6.3  AUTOMATIC WARRANTY AND REPRESENTATION AND REAFFIRMATION OF WARRANTIES 
AND REPRESENTATIONS.  Each request for a Loan made by Borrowers pursuant to this 
Agreement or the Ancillary Agreements shall constitute (i) an automatic warranty 
and representation by Borrowers to Agent and each Lender that there does not 
then exist a Default or an Event of Default and (ii) a reaffirmation as of the 
date of such request of all of the warranties and representations of each 
Borrower contained in this Agreement and in the Ancillary Agreements. 
 
     6.4  SURVIVAL OF WARRANTIES AND REPRESENTATIONS.  Each Borrower covenants, 
warrants and represents to Agent and each Lender that all representations and 
warranties of such Borrower contained in this Agreement and the Ancillary 
Agreements shall be true at the time of such Borrower's execution of this 
Agreement and the Ancillary Agreements, and shall survive the execution, 
delivery and acceptance by the parties and the closing of the transactions 
described in this Agreement.  Each Borrower and Agent and each Lender expressly 
agree that any misrepresentation or breach of any representation or warranty 
whatsoever contained in this Agreement or in any of the Ancillary Agreements 
shall be deemed material. 
 
7.   COVENANTS AND CONTINUING AGREEMENTS. 
     ----------------------------------- 
 
     7.1  FINANCIAL COVENANTS. 
 
              (i) Cash Flow Leverage. Borrowers shall maintain, on the last day 
          of each fiscal quarter of Borrowers and their Subsidiaries, other than 
          Twin Solutions, LLC, through and including the date of termination of 
          this Agreement, a Cash Flow Leverage Ratio of not more than 1.5:1.0. 
 
              (ii) Indebtedness to Tangible Net Worth. Borrowers shall maintain, 
          on the last day of each fiscal quarter of Borrowers and their 
          Subsidiaries, other than Twin 
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          Solutions, LLC, through and including the date of termination of this 
          Agreement, an Indebtedness to Tangible Net Worth Ratio of not more 
          than 2.5:1.0. 
 
          (iii)  Debt Service Coverage Ratio.  Borrowers shall not permit the 
     Debt Service Coverage Ratio to be less than: (a) 1.5:1.0 on July 31, 2002, 
     (b) 1.5:1.0 on July 31, 2003 and (c) 1.75:1.0 of July 31, 2004 and on the 
     last day of each fiscal year of Borrowers and their Subsidiaries, other 
     than Twin Solutions, LLC, thereafter. 
 
     7.2  AFFIRMATIVE COVENANTS.  Each Borrower covenants, unless at any time 
the Required Lenders shall otherwise expressly consent in writing, it shall: 
 
          (A) Fees and Costs.  Pay to Agent on demand, any and all reasonable 
     fees, costs or expenses which Agent or any Lender incurs arising out of or 
     in connection with (i) the forwarding to Borrowers or any other Person on 
     behalf of Borrowers, by Agent of proceeds of Loans made to Borrowers 
     pursuant to this Agreement and (ii) the depositing for collection by Agent, 
     of any check or item of payment received or delivered to Agent on account 
     of the Liabilities; 
 
          (B) Insurance.  At its sole cost and expense, keep and maintain and 
     cause each Subsidiary to keep and maintain the Collateral, its other assets 
     and its business insured in such amounts and against loss or damage by 
     fire, theft, explosion, sprinklers and all other hazards and risks 
     (including business interruption) as is ordinarily insured against by other 
     owners or users of such properties in similar businesses and notify Agent 
     promptly of any event or occurrence causing a material loss or decline in 
     value of the Collateral and the estimated (or actual, if available) amount 
     of such loss or decline; 
 
          (C) Financial Reports.  Keep books of account and prepare financial 
     statements and furnish to Agent and each Lender the following (all of the 
     foregoing and following to be kept and prepared in accordance with 
     generally accepted accounting principles applied on a basis consistent with 
     the Financials, unless Borrowers' independent certified public accountants 
     concur in any changes therein and such changes are disclosed to Agent and 
     are consistent with then generally accepted accounting principles): 
 
               (i) as soon as available, but not later than ninety (90) days 
          after the close of each fiscal year of Borrowers, (a) financial 
          statements of Borrowers and Subsidiaries prepared on a consolidated 
          basis (including a balance sheet, statement of income and retained 
          earnings and cash flow, all with supporting footnotes) as at the end 
          of such year and for the year then ended, all in reasonable detail as 
          requested by Agent and audited by a firm of independent certified 
          public accountants of recognized standing selected by Borrowers and 
          approved by Agent, together with an unqualified opinion thereon from 
          such certified public accountants, (b) internally prepared financial 
          statements of Borrowers and Subsidiaries prepared on a consolidating 
          basis by business line and (c) a Compliance Certificate for the last 
          month of such fiscal year of Borrowers; 
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               (ii) as soon as available, but no later than forty-five (45) days 
          after the end of each fiscal quarter of Borrowers, a Compliance 
          Certificate for such period (except as required to be delivered in 
          Section 7.2(C)(i)); 
 
               (iii) as soon as available, but no later than thirty (30) days 
          after the end of each month of each fiscal year of Borrowers, 
          internally prepared consolidated financial statements of Borrowers and 
          Subsidiaries (including a balance sheet, statement of income and 
          retained earnings and cash flow) as at the end of and for the portion 
          of Borrowers' fiscal year then elapsed, all in reasonable detail as 
          requested by Agent and certified by Borrowers' principal financial 
          officer as prepared in accordance with generally accepted accounting 
          principles and fairly presenting in all material respects the 
          financial position and results of operations of Borrowers and 
          Subsidiaries for such period (subject to normal year-end audit 
          adjustments and omission of footnotes); 
 
               (iv) such other data and information (financial and other) as 
          Agent or any Lender, from time to time, may reasonably request, 
          bearing upon or related to the Collateral, Borrowers' or any 
          Affiliate's financial condition or results of its operations, or the 
          financial condition of any Person who is a guarantor of any of the 
          Liabilities; 
 
               (v) within 15 Business Days after the last day of each month of 
          each fiscal year of Borrowers, Borrowers shall furnish to Agent a 
          properly completed and executed certificate ("BORROWING BASE 
          CERTIFICATE"), in a form provided by Agent, setting forth a 
          calculation of the Borrowing Base as at the last day of such month; 
          and 
 
               (vi) within 15 Business Days after the last day of each month of 
          each fiscal year of Borrowers, an Accounts and Inventory Report; 
          provided, however, that in the event loans outstanding under the 
          Revolving Credit Facility are less than $5,000,000, Borrowers shall 
          not be required to provide the information set forth in (iv) of the 
          definition of "ACCOUNTS AND INVENTORY REPORT." 
 
          (D) Litigation and Other Events.  Notify Agent and each Lender, 
     promptly upon such Borrower's learning of: (i) the institution or threat of 
     any litigation, suit, action, inquiry, investigation or administrative 
     proceeding which, if adversely determined, could reasonably be expected to 
     materially and adversely affect the operations, financial condition or 
     business of such Borrower or any Affiliate or which may affect Agent's 
     security interest in the Collateral; (ii) the occurrence of an Event of 
     Default or Default; (iii) any Borrowers use of any other corporate or 
     fictitious name other than as currently used; (iv) any Borrowers formation 
     of any Subsidiary; or (v) any Borrowers obtaining any copyrights, patents, 
     trademarks and similar intellectual property; 
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          (E) Bank Accounts; Compensating Balances.  Maintain all of its primary 
     bank accounts and its primary banking relationship with Agent.  Without 
     affecting such obligation to maintain such balances, if such Borrower fails 
     to maintain such balances, then on the last day of such calendar quarter of 
     each year such Borrower shall pay to Agent in arrears, immediately upon 
     demand, a reasonable fee in lieu of balances as determined by Agent which 
     may be charged at Agent's option to any bank account of any Borrower with 
     Agent.  Neither the maintenance of balances nor payment of any fees shall 
     obligate Agent or any Lender to make any advances under the Revolving 
     Credit Facility or the Term Loan.  Any balances in bank accounts and fees 
     shall compensate, and be deemed to compensate, Agent for the cost incurred 
     by Agent in being prepared to respond to requests for credit under such 
     facility and for costs incurred by Agent in processing and servicing such 
     accounts; 
 
          (F) Reserve Costs.  Upon demand by Agent or by any Lender, reimburse 
     Agent or such Lender for any reasonable additional costs incurred by Agent 
     or such Lender if at any time after the date of this Agreement any law, 
     regulation, treaty or any change in any law, regulation, treaty or the 
     interpretation thereof by any governmental agency, central bank or other 
     fiscal, monetary or other authority having jurisdiction of Agent or such 
     Lender shall impose, modify or deem applicable any reserve (except reserve 
     requirements taken into account by Agent or such Lender in calculating the 
     Interest Rate) and/or special deposit requirement against Agent or such 
     Lender or impose any other condition with respect to the loans or other 
     financial accommodations the result of which is to increase the cost to 
     Agent or such Lender in making or maintaining the Loans or to reduce the 
     amount of principal or interest received or receivable by Agent or such 
     Lender with respect to the Liabilities.  Borrowers' reimbursement 
     obligation shall apply only to those costs which directly result from the 
     imposition of such requirement and shall begin as of the date of any such 
     change in law, treaty, rule or regulation.  Notwithstanding the preceding, 
     such Borrower shall not be required to pay any such additional costs which 
     could be avoided by Agent or such Lender with the exercise of reasonable 
     conduct and diligence; 
 
          (G) Existence and Status.  Maintain and preserve and cause each 
     Subsidiary to maintain and preserve its existence as a limited partnership, 
     limited liability company or corporation, as applicable, in its state of 
     formation and all rights, privileges, licenses, copyrights, trademarks, 
     trade names, franchises and other authority to the extent material and 
     necessary for the conduct of its business in the ordinary course as 
     conducted from time to time.  Such Borrower shall not take any action or 
     suffer any action to be taken by others and will not permit any Subsidiary 
     to take any action or suffer any action which will alter, change or destroy 
     its status as a limited partnership, limited liability company or 
     corporation; 
 
          (H) Use of Proceeds.  Use proceeds of the Loans as follows:  (a) the 
     proceeds of Loans under the Revolving Credit Facility shall be used to 
     refinance certain existing debt and to finance working capital of Borrowers 
     and their Subsidiaries but in no event may proceeds of any Loan made under 
     the Revolving Credit Facility be (i) used to finance 
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     operations of Borrowers or any of their Subsidiaries outside of the United 
     States or (ii) invested, lent or otherwise contributed to any Subsidiary of 
     any of the Borrowers, including, without limitation SalesLink de Mexico, S. 
     de R.L. de C.V., a Mexico corporation, in either case until such time as 
     Agent shall have received evidence satisfactory to it, in its reasonable 
     discretion, of the creation, perfection and the relative priority of a 
     security interest in the Property of such Borrower or Subsidiary located 
     outside of the United States including, such Borrower's or Subsidiary's 
     Inventory and Accounts located outside of the United States together with 
     an opinion of counsel to that effect acceptable to Agent in its reasonable 
     discretion and (b) the proceeds of Term Loan shall be used to refinance 
     certain existing debt and to recover Capital Expenditures made by 
     Borrowers; but in no event may proceeds of any Loan made under the Term 
     Loan be used to finance operations of Borrowers or any Subsidiaries outside 
     of the United States or invested, lent or otherwise contributed to any 
     Subsidiary of any of the Borrowers, including, without limitation SalesLink 
     de Mexico, S. de R.L. de C.V., a Mexico corporation. In no event may 
     proceeds of any Loan made either under the Revolving Credit Facility or the 
     Term Loan be invested, lent or otherwise contributed to Twin Solutions LLC; 
     and 
 
          (I) Environmental Covenant.  (a) Use and operate and cause each 
     Subsidiary to use and operate all of its facilities and properties in 
     material compliance with all Environmental Laws, keep all necessary 
     permits, approvals, certificates, licenses and other authorizations 
     relating to environmental matters in effect and remain in material 
     compliance therewith, and handle all hazardous substances and waste in 
     material compliance with all applicable Environmental Laws; (b) immediately 
     notify Agent and each Lender and provide copies upon receipt of all written 
     claims, complaints, notices or inquiries relating to the condition of its 
     or any Subsidiary's facilities and properties or compliance with 
     Environmental Laws, and shall (i) promptly cure and have dismissed with 
     prejudice to the satisfaction of Agent any actions and proceedings relating 
     to compliance with Environmental Laws or (ii) contest any such actions or 
     proceedings in good faith by appropriate proceedings and establish adequate 
     reserves therefor; and (c) provide such information and certifications 
     which Agent may reasonably request from time to time to evidence compliance 
     with this subsection. 
 
     7.3  NEGATIVE COVENANTS.  Each Borrower covenants that, unless at any time 
the Required Lenders shall otherwise expressly consent in writing, it shall not: 
 
          (A) Capital Expenditures.  Collectively with the other Borrowers, make 
     Capital Expenditures in an amount greater than $8,000,000 in any fiscal 
     year; 
 
          (B) Mergers and Acquisitions.  (i) Liquidate, dissolve or merge or 
     consolidate with or acquire any Person, (ii) permit any Subsidiary to 
     liquidate, dissolve or merge or consolidate with or acquire any Person 
     other than an acquisition that is a Permitted Acquisition or (iii) lose 
     control (as such term is defined in the definition of "AFFILIATE") of any 
     Subsidiary, except that any Borrower may merge or consolidate with any 
     other Borrower; 
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          (C) Investments.  (i) Except in respect of other Borrowers and other 
     than in the ordinary course of its business, make any investment in the 
     securities of any Person other than to a Subsidiary as permitted under 
     Section 7.2(H); provided, however, that Borrowers may make the Permitted 
     Acquisition subject to the terms contained herein or (ii) use or permit any 
     proceeds of the Loans to be used, either directly or indirectly, for the 
     purpose, whether immediate, incidental or ultimate, of "purchasing or 
     carrying" any margin stock (such Borrower will furnish to Agent upon 
     request, a statement in conformity with the requirements of Federal Reserve 
     Form U-1 referred to in Regulation U of the Federal Reserve Board); 
 
          (D) Loans.  Make any loans or other advances of money (other than 
     salary) to any other Borrower, or any Affiliate, officers, directors, 
     employees or agents of Affiliates or such Borrower or to any other Person, 
     except for such loans or advances to employees in the ordinary course of 
     business consistent with past practice and loans or advances to any other 
     Borrower that are subordinated to the Liabilities on terms satisfactory to 
     Agent; 
 
          (E) Capital Structure and Business. Make any material change in such 
     Borrower's capital structure or in any of its business objectives, purposes 
     and operations or permit any Subsidiary to make any material change in such 
     Subsidiary's capital structure or in any of its business objectives, 
     purposes and operations; 
 
          (F) Affiliate Transactions.  Enter into, or be a party to, any 
     transaction with any Affiliate (other than Subordinated Debt and any arms- 
     length commercial transaction with uBid.com, Inc.) or partner, shareholder, 
     director or officer of such Borrower or an Affiliate, except in the 
     ordinary course of and pursuant to the reasonable requirements of such 
     Borrower's business and upon fair and reasonable terms which are fully 
     disclosed to Agent and are no less favorable to such Borrower than could be 
     obtained in a comparable arm's length transaction with a Person not an 
     Affiliate or partner, shareholder, director or officer of such Borrower or 
     an Affiliate; 
 
          (G) Adverse Transactions.  (i) Enter or permit any Subsidiary to enter 
     into any transaction which materially and adversely affects the Collateral 
     or such Borrower's ability to repay the Agent or any Lender the Liabilities 
     or (ii) permit or agree to any extension, compromise or settlement or make 
     any change or modification of any kind or nature with respect to any 
     Account, including any of the terms relating thereto, except in accordance 
     with such Borrower's current credit collection policy as disclosed to Agent 
     and each Lender; 
 
          (H) Guarantees.  Guarantee or otherwise, in any way, become liable or 
     permit any Subsidiary to become liable with respect to the obligations or 
     liabilities of any other Person, except by endorsement of instruments or 
     items of payment for deposit to the general account of such Borrower or for 
     delivery to Agent on account of the Liabilities; 
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          (I) Other Liens; Transfer of Assets.  Except for Permitted Liens and 
     as otherwise expressly permitted in this Agreement or in the Ancillary 
     Agreements, pledge, mortgage, grant a security interest in or permit to 
     exist a Lien on, encumber, assign, sell, lease, license or otherwise 
     dispose of or transfer, whether by sale, merger, consolidation, 
     liquidation, dissolution, or otherwise, any of such Borrower's assets or 
     permit any Subsidiary to pledge, mortgage, grant a security interest in or 
     permit to exist a Lien on, encumber, assign, sell or otherwise dispose of 
     or transfer, whether by sale, merger, consolidation, liquidation, 
     dissolution or otherwise, any of such Subsidiary's assets; 
 
          (J) Other Indebtedness.  Incur or permit any Subsidiary to incur any 
     Indebtedness other than Permitted Debt; 
 
          (K) Asset Purchase.  Purchase or otherwise acquire or permit any 
     Subsidiary to acquire all or substantially all or a substantial portion of 
     the assets of any Person (or any division or line of business of any 
     Person) other than a Permitted Acquisition; 
 
          (L) Organic Documents.  Amend or otherwise modify or permit any 
     Subsidiary to amend or otherwise modify any material term of its 
     certificate of limited partnership or agreement of limited partnership or 
     charter and by-laws or other organic document, as applicable, in effect on 
     the date hereof or on the date of its later formation except for 
     amendments, modifications or waivers that are not adverse in any way to 
     Agent or Lenders; 
 
          (M) Restriction on Redemptions and Dividend Distributions.  (a) 
     Directly or indirectly purchase, redeem or otherwise acquire or retire any 
     interest of any shareholder of such Borrower, (b) make or declare any 
     partial or full liquidating distributions to any shareholder of such 
     Borrower with respect to such shareholder's interest in such Borrower or 
     (c) make or declare any non-liquidating distributions to such Borrower's 
     shareholders; or 
 
          (N) Restrictions on Activities for SalesLink Mexico.  Until such time 
     as SalesLink Mexico shall provide the Agent with evidence of insurance 
     required by Section 7.2(B) hereof, SalesLink Mexico shall conduct no 
     operations other than to hold the stock certificates of any Subsidiary of 
     SalesLink Mexico. 
 
     7.4  CONTESTING CHARGES.  Notwithstanding anything to the contrary in this 
Agreement, a Borrower may dispute any Charges without prior payment thereof, so 
long as such non-payment will not cause a Lien except a Permitted Lien to attach 
to such Borrower's assets, and provided that such Borrower shall give Agent and 
each Lender prompt notice of such dispute and shall be diligently contesting the 
same in good faith and by an appropriate proceeding and there is no danger of a 
loss or forfeiture of any of the Collateral and provided further that, if such 
disputed Charges are potentially or actually in excess of $10,000 in the 
aggregate, such Borrower shall give Agents and each Lender such additional 
collateral and assurances as Agent and such Lender, in their sole discretion, 
deems necessary under the circumstances, immediately upon demand by Agent and 
such Lender. 
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     7.5  PAYMENT OF CHARGES.  Subject to the provisions of Section 7.4, a 
Borrower shall pay promptly when due all of the Charges.  In the event such 
Borrower, at any time or times, shall fail to pay the Charges or to promptly 
obtain the satisfaction of such Charges, such Borrower shall promptly so notify 
Agent and each Lender and Agent and such Lender may, without waiving or 
releasing any obligation or liability of such Borrower under this Agreement or 
any Event of Default, in its sole discretion, at any subsequent time or times, 
make such payment or any part thereof (but shall not be obligated so to do), or 
obtain such satisfaction and take any other action which Agent or such Lender 
deems advisable.  All sums so paid by Agent or any Lender and any expenses, 
including reasonable attorneys' fees, court costs, expenses and other related 
charges, shall be payable by such Borrower to Agent or such Lender upon demand 
and shall be additional Liabilities. 
 
     7.6  INSURANCE; PAYMENT OF PREMIUMS.  All policies of insurance on the 
Collateral or otherwise required under this Agreement shall be in form and 
amount satisfactory to Agent and with insurers reasonably recognized as adequate 
by Agent.  Borrowers shall deliver to Agent the original (or a certified copy) 
of each policy of insurance, or, in lieu thereof, certificates of such policies 
of insurance satisfactory to Agent, and evidence of payment of all premiums 
therefor and shall deliver renewals of all such policies to Agent at least 
thirty (30) days prior to their expiration dates.  Such policies of insurance 
shall contain an endorsement, in form and substance acceptable to Agent, showing 
all losses payable to Agent for the benefit of each Lender.  Such endorsement 
shall provide that the insurance companies will give Agent at least thirty (30) 
days' prior written notice before any such policy shall be altered or canceled 
and that no act or default of Borrowers or any other Person shall affect the 
right of Agent to recover under such policy in case of loss or damage.  Each 
Borrower hereby directs all insurers under such policies to pay all proceeds 
directly to Agent after the occurrence of an Event of Default.  Each Borrower 
irrevocably makes, constitutes and appoints Agent (and all officers, employees 
or agents designated by Agent) as such Borrower's true and lawful attorney and 
agent-in-fact for the purpose of making, settling and adjusting claims under 
such policies (provided that Agent shall consult with such Borrower prior to 
finally making, settling or adjusting claims under such policies), endorsing the 
name of such Borrower in writing or by stamp on any check, draft, instrument or 
other item of payment for the proceeds of such policies and for making all 
determinations and decisions with respect to such policies.  If such Borrower 
shall fail to obtain or maintain any of the policies required by this Section 
7.6 or to pay any premium relating thereto, then Agent or any Lender, without 
waiving or releasing any obligation or Event of Default by such Borrower 
hereunder, may (but shall be under no obligation to do so) obtain and maintain 
such policies of insurance and pay such premiums and take any other action which 
Agent or such Lender deems advisable.  All sums so disbursed by Agent or any 
Lender, including reasonable attorneys' fees, court costs, expenses and other 
charges relating thereto, shall be payable by Borrowers to Agent or such Lender 
upon demand and shall be additional Liabilities. 
 
     7.7  SURVIVAL OF OBLIGATIONS UPON TERMINATION OF AGREEMENT.  Except as 
otherwise expressly provided for in this Agreement and in the Ancillary 
Agreements, no termination or cancellation (regardless of cause or procedure) of 
this Agreement or the Ancillary 
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Agreements shall in any way affect or impair the powers, obligations, duties, 
rights, and liabilities of Borrowers or Agent or any Lender in any way with 
respect to (i) any transaction or event occurring prior to such termination or 
cancellation, (ii) the Collateral, or (iii) any of the undertakings, agreements, 
covenants, warranties and representations of Borrowers or Agent or any Lender 
contained in this Agreement or the Ancillary Agreements. All such undertakings, 
agreements, covenants, warranties and representations shall survive such 
termination or cancellation. 
 
8.   EVENTS OF DEFAULT; RIGHTS AND REMEDIES. 
     -------------------------------------- 
 
     8.1  EVENT OF DEFAULT.  The occurrence of any one or more of the following 
events shall constitute an Event of Default under this Agreement: 
 
          (A) (i) Borrowers fail to pay, within three (3) days after the same 
     shall be due and payable or be declared due and payable, any part of the 
     Liabilities or (ii) a Borrower is in default in the payment of Indebtedness 
     in the aggregate in excess of $100,000 beyond any applicable cure period or 
     (iii) any Subsidiary is in default on its indebtedness in the aggregate in 
     excess of $100,000 beyond any applicable cure period; or 
 
          (B) Borrowers or any Subsidiary or any guarantor of the Liabilities 
     fails or neglects to perform, keep or observe (i) any term, provision, 
     condition or covenant contained in Sections 7.1, 7.2 or 7.3 of this 
     Agreement and such failure continues unremedied for a period of ten (10) 
     days or (ii) any other term, provision, condition or covenant contained in 
     this Agreement or in the Ancillary Agreements, which is required to be 
     performed, kept or observed by a Borrower or such Subsidiary or guarantor 
     and such failure continues unremedied for a period of ten (10) days; or 
 
          (C) The occurrence of any default (subject to any applicable cure 
     periods) under (i) any of the Ancillary Agreements or (ii) any document 
     evidencing or securing any Subordinated Debt with a principal amount in 
     excess of $100,000; or 
 
          (D) Any statement, warranty, representation, report, financial 
     statement, or certificate made or delivered by a Borrower, any of its 
     officers, employees or agents, to Agent or any Lender is not true and 
     correct in any material respect on the date it was made or delivered or 
     deemed re-made; or 
 
          (E) There shall occur any material uninsured damage to or loss, theft, 
     or destruction of any of the Collateral in excess of $65,000; or 
 
          (F) The Collateral or any of Borrowers' other assets or any assets of 
     any Subsidiary are attached, seized, levied upon or subjected to a writ or 
     distress warrant, or come within the possession of any receiver, trustee, 
     custodian or assignee for the benefit of creditors and the same is not 
     cured within ten (10) days; or an application is made by any Person for the 
     appointment of a receiver, trustee, or custodian for any of the 
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     Collateral or any of Borrowers' other assets or any assets of any 
     Subsidiary and the same is not dismissed within sixty (60) days after such 
     application; or 
 
          (G) An application is made by a Borrower for the appointment of a 
     receiver, trustee or custodian for any of the Collateral or any of such 
     Borrower's other assets; or an application is made by any Subsidiary or any 
     guarantor of the Liabilities, for the appointment of a receiver, trustee or 
     custodian for any of such Subsidiary's or such guarantor's assets; or any 
     case or proceeding is filed by or against a Borrower, any Subsidiary or any 
     such guarantor for its dissolution, liquidation, or termination; or a 
     Borrower or any Subsidiary ceases to conduct its business as now conducted 
     or is enjoined, restrained or in any way prevented by court order from 
     conducting all or any material part of its business affairs; or 
 
          (H) A notice of Lien, levy or assessment is filed of record with 
     respect to all or any substantial portion of a Borrower's assets or any 
     Subsidiary's assets by the United States, or any department, agency or 
     instrumentality, or by any state, county, municipal or other governmental 
     agency including, without limitation, the Pension Benefit Guaranty 
     Corporation, or any taxes or debts owing to any of the foregoing becomes a 
     Lien or encumbrance upon the Collateral or any of a Borrower's other assets 
     or upon any Subsidiary's assets and such Lien or encumbrance is not 
     released within sixty (60) days after its creation; or 
 
          (I) Judgment(s) is or are rendered against a Borrower or any 
     Subsidiary in the aggregate in excess of $100,000 and such Person fails to 
     either discharge the judgment or commence appropriate proceedings to appeal 
     such judgment(s) within the applicable appeal period or, after such appeal 
     is filed, such Person fails to diligently prosecute such appeal or such 
     appeal is denied; or 
 
          (J) A petition under any section or chapter of the United States 
     Bankruptcy Code or any similar law or regulation is filed by or against a 
     Borrower, any Subsidiary or any guarantor of the Liabilities, and, if filed 
     against a Borrower, any Subsidiary or any such guarantor, is not dismissed 
     within sixty (60) days after filing; or a Borrower, any Subsidiary or any 
     such guarantor makes an assignment for the benefit of its creditors; or a 
     Borrower or any Subsidiary becomes insolvent, fails generally to pay its 
     debts as they become due or admits its inability to pay its debts as they 
     become due; or 
 
          (K) A Borrower fails within fifteen (15) days after the occurrence of 
     any of the following events, to furnish Agent and each Lender with 
     appropriate notice thereof:  (i) the happening of a Reportable Event with 
     respect to any profit sharing or pension plan governed by ERISA (such 
     notice shall contain the statement of the chief financial officer of a 
     Borrower setting forth details as to such Reportable Event and the action 
     which such Borrower or the applicable Subsidiary proposes to take with 
     respect thereto and a copy of the notice of such Reportable Event to the 
     Pension Benefit Guaranty Corporation), (ii) the termination of any such 
     plan, (iii) the appointment of a trustee by an appropriate United States 
     District Court to administer any such plan, or (iv) the 
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     institution of any proceedings by the Pension Benefit Guaranty Corporation 
     to terminate any such plan or to appoint a trustee to administer any such 
     plan; or 
 
          (L) A Borrower fails to: (i) notify Agent and each Lender promptly 
     upon receipt by such Borrower or any Subsidiary of any notice of the 
     institution of any proceeding or other actions which may result in the 
     termination of any profit sharing or pension plan; or (ii) acquire and 
     maintain or cause any Subsidiary to acquire and maintain, when available, 
     the contingent employer liability coverage insurance provided for under 
     Section 4023 of ERISA in an amount satisfactory to the Required Lenders; or 
 
          (M) This Agreement or any Ancillary Agreement shall be repudiated or 
     become unenforceable or incapable of performance, in whole or in part; or 
 
          (N) Any Person(s) presently not in control of a Borrower shall obtain 
     control directly or indirectly of such Borrower. 
 
     8.2  EFFECT OF EVENT OF DEFAULT.  If (a) any Event of Default described in 
Section 8.1(J) shall occur, the Commitments  (if they have not theretofore 
terminated) shall immediately terminate and all Notes shall become immediately 
due and payable, all without presentment, demand, protest or notice of any kind, 
or any action by Agent or any of the Lenders; and (b) any other Event of Default 
shall occur (other than an Event of Default described in Section 8.1(J)), the 
Agent may (and upon written request of the Required Lenders, shall) declare the 
Commitments  (if they have not theretofore terminated) to be terminated and all 
Notes to be due and payable, whereupon the  Commitments  (if they have not 
theretofore terminated) shall immediately terminate and all Notes shall become 
immediately due and payable, all without presentment, demand, protest or notice 
of any kind.  The Agent shall promptly advise Borrowers and each Lender of any 
such declaration, but failure to do so shall not impair the effect of such 
declaration. 
 
     8.3  REMEDIES.  Upon and after the occurrence of an Event of Default, Agent 
shall have all of the following rights and remedies: 
 
          (A) All of the rights and remedies of a secured party under the 
     Illinois Uniform Commercial Code or other applicable law, all of which 
     rights and remedies shall be cumulative and non-exclusive, to the greatest 
     extent permitted by law, and in addition to any other rights and remedies 
     contained in this Agreement and in any of the Ancillary Agreements; 
 
          (B) The right to (i) peacefully enter upon the premises of each 
     Borrower or any other place or places where the Collateral is located and 
     kept, without any obligation to pay rent to such Borrower or any other 
     person, through self-help and without judicial process or first obtaining a 
     final judgment or giving such Borrower notice and opportunity for a hearing 
     on the validity of Agent's and each Lender's claim, and remove the 
     Collateral from such premises and places, for such time as Agent and each 
     Lender 
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     may require to collect or liquidate the Collateral, and/or (ii) require 
     each Borrower to assemble and deliver the Collateral to Agent at a place to 
     be designated by Agent; 
 
          (C) The right to (i) open each Borrower's mail and collect any and all 
     amounts due from Account Debtors, (ii) notify Account Debtors that the 
     Accounts have been assigned to Agent and that Agent has a security interest 
     therein and (iii) direct such Account Debtors to make all payments due from 
     them upon the Accounts, including the Special Collateral, directly to Agent 
     or to a lock box designated by Agent.  Agent shall promptly furnish each 
     Borrower with a copy of any such notice sent and each Borrower hereby 
     agrees that any such notice in Agent's sole discretion, may be sent on 
     Agent's stationery, in which event, each Borrower shall, upon demand, co- 
     sign such notice with Agent; and 
 
          (D) The right to sell, lease or to otherwise dispose of all or any 
     Collateral in its then condition, or after any further manufacturing or 
     processing thereof, at public or private sale or sales, with such notice as 
     provided in Section 8.4, in lots or in bulk, for cash or on credit, all as 
     Agent, in its sole discretion, may deem advisable.  At any such sale or 
     sales of the Collateral, the Collateral need not be in view of those 
     present and attending the sale, nor at the same location at which the sale 
     is being conducted.  Agent shall have the right to conduct such sales on 
     each Borrower's premises or elsewhere and shall have the right to use each 
     Borrower's premises without charge by Borrowers or their Affiliates for 
     such sales for such time or times as Agent may see fit, subject to the 
     rights of any landlord to such premises.  Agent is granted a license or 
     other right to use, without charge, each Borrower's labels, patents, 
     copyrights, rights of use of any name, trade secrets, trade names, 
     trademarks and advertising matter, or any property of a similar nature, as 
     it pertains to the Collateral, in advertising for sale and selling any 
     Collateral and each Borrower's rights under all licenses and all franchise 
     agreements shall inure to Agent's benefit but Agent shall have no 
     obligations thereunder.  Agent may purchase all or any part of the 
     Collateral at public or, if permitted by law, private sale and, in lieu of 
     actual payment of such purchase price, may setoff the amount of such price 
     against the Liabilities.  The proceeds realized from the sale of any 
     Collateral shall be applied as set forth in Section 8.7.  If any deficiency 
     shall arise, Borrowers shall remain liable to Agent and each Lender for the 
     amount of such deficiency. 
 
     8.4  NOTICE.  Each Borrower agrees that any notice required to be given by 
Agent or any Lender of a sale, lease, other disposition of any of the Collateral 
or any other intended action by Agent or such Lender, which is personally 
delivered to such Borrower or which is deposited in the United States mail, 
postage prepaid and duly addressed to such Borrower at the address set forth in 
Section 10.10, at least ten (10) days prior to any such public sale, lease or 
other disposition or other action being taken, or prior to the time after which 
any private sale of the Collateral is to be held, shall constitute commercially 
reasonable and fair notice to such Borrower. 
 
     8.5  DEFAULT INTEREST RATE.  To compensate Agent and each Lender for 
additional unreimbursed costs resulting from the occurrence of an Event of 
Default, including without 
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limitation, acts associated with the uncertainty of future funding and 
additional supervisory and administrative efforts, upon the occurrence of and 
during the continuance of an Event of Default and after notice thereof is given 
to Borrowers at the direction of the Required Lenders, the Liabilities shall 
continue to bear interest, calculated daily on the basis of a 360-day year at 
the per annum rate set forth in Section 2.4 above, plus additional post-default 
interest of two percent (2%) per year until the Liabilities are paid in full. 
 
     8.6  PRESERVATION OF RIGHTS.  No delay or omission of the Agent or any 
Lender to exercise any right under this Agreement or any Ancillary Agreement 
shall impair such right or be construed to be a waiver of any Event of Default 
or an acquiescence therein, and the making of a Loan notwithstanding the 
existence of an Event of Default or the inability of Borrowers to satisfy the 
conditions precedent to such Loan shall not constitute any waiver or 
acquiescence.  Any single or partial exercise of any such right shall not 
preclude other or further exercise thereof or the exercise of any other right, 
and no waiver, amendment or other variation of the terms, conditions or 
provisions of this Agreement or any Ancillary Agreement whatsoever shall be 
valid unless in writing signed by the Required Lenders, and then only to the 
extent in such writing specifically set forth.  All remedies contained in this 
Agreement or any Ancillary Agreement or by law afforded shall be cumulative and 
all shall be available to Agent and the Lenders until the Liabilities have been 
paid in full. 
 
     8.7  DISTRIBUTIONS.  The Agent shall distribute all proceeds and other 
amounts received by it with respect to Collateral: 
 
          First, to the payment of any amounts owed to it under Section 10.3 or 
     under any Ancillary Agreement executed pursuant hereto and any expenses 
     incurred by the Agent in connection with the maintenance, preservation or 
     protection of any Collateral; 
 
          Second, to all Lenders pro rata according to the then outstanding 
     amount of Liabilities held by each such Lender; and 
 
          Third, if any balance remains after the Liabilities have been paid in 
     full, to  Borrowers. 
 
     Each Lender shall apply any payment so received from the Agent, 
 
          First, to unpaid accrued interest, if any, on its Liabilities until 
     paid in full; 
 
          Second, to the unpaid premium, if any, on its Liabilities; 
 
          Third, to the unpaid principal of its Liabilities until paid in full; 
     and 
 
          Fourth, to its other Liabilities; 
 
     provided, however, that any Lender which receives any payment on account of 
the Borrowers' contingent obligations under a Letter of Credit shall hold such 
payment as cash 
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collateral for such contingent obligation (and shall have no obligation to pay 
interest thereon), and, following any reduction of the stated amount of such 
Letter of Credit or termination thereof, shall return to the Agent for 
distribution pursuant to this Section 8.7 any amounts in excess of the 
Borrowers' contingent obligations not used to reimburse such Lender. 
 
     8.8  METHOD OF ADJUSTMENT.  If any Lender shall obtain any payment with 
respect to its Liabilities in excess of its (or their) pro rata share pursuant 
to Section 8.7, it shall be deemed to have received such excess on behalf of all 
Lenders and shall promptly deliver such excess to the Agent for distribution in 
accordance with Section 8.7.  If for any reason payments to the Agent in the 
preceding sentence shall be determined by the Agent to be improper or not 
advisable, then such Lender shall purchase from each Lender receiving less than 
its pro rata share, such participation in its Liabilities as shall be necessary 
for such purchasing Lender to share the excess payment received pro rata with 
such other Lenders; provided, however, that if all or any portion of such excess 
payment be thereafter recovered from such purchasing Lender, the purchase shall 
be rescinded to the extent of such recovery, but without interest or premium; 
and, provided, further, that the nonperformance by any Lender of its obligation 
under this Section shall not excuse any other Lender hereunder. 
 
9.   AGENT. 
     ----- 
 
     9.1  APPOINTMENT AND AUTHORIZATION.  Each Lender hereby irrevocably 
(subject to Section 9.9) appoints, designates and authorizes each Agent to take 
such action on its behalf under the provisions of this Agreement and each other 
Ancillary Agreement and to exercise such powers and perform such duties as are 
expressly delegated to it by the terms of this Agreement or any other Ancillary 
Agreement, together with such powers as are reasonably incidental thereto. 
Notwithstanding any provision to the contrary contained elsewhere in this 
Agreement or in any other Ancillary Agreement, Agent shall not have any duties 
or responsibilities except those expressly set forth herein, nor shall Agent 
have or be deemed to have any fiduciary relationship with any Lender, and no 
implied covenants, functions, responsibilities, duties, obligations or 
liabilities shall be read into this Agreement or any other  Ancillary Agreement 
or otherwise exist against Agent. 
 
     9.2  DELEGATION OF DUTIES.  Agent may execute any of its duties under this 
Agreement or any other Ancillary Agreement by or through its agents, employees 
or attorneys-in-fact and shall be entitled to advice of counsel concerning all 
matters pertaining to such duties.  Agent shall not be responsible for the 
negligence or misconduct of any agent or attorney-in-fact that it selects with 
reasonable care. 
 
     9.3  LIABILITY OF AGENT.  No Agent-Related Persons shall (i) be liable for 
any action taken or omitted to be taken by any of them under or in connection 
with this Agreement or any other Ancillary Agreement or the transactions 
contemplated hereby (except for its own gross negligence or willful misconduct) 
or (ii) be responsible in any manner to any of the Lenders for any recital, 
statement, representation or warranty made by Borrowers or any Subsidiary or 
Affiliate of Borrowers, or any officer thereof, contained in this Agreement or 
in any other Ancillary Agreement, or in any certificate, report, statement or 
other document referred to or 
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provided for in, or received by the Agent under or in connection with, this 
Agreement or any other Ancillary Agreement, or the validity, effectiveness, 
genuineness, enforceability or sufficiency of this Agreement or any other 
Ancillary Agreement, or for any failure of the Borrowers or any other party to 
any Ancillary Agreement to perform its obligations hereunder or thereunder. No 
Agent-Related Person shall be under any obligation to any Lender to ascertain or 
to inquire as to the observance or performance of any of the agreements 
contained in, or conditions of, this Agreement or any other Ancillary Agreement, 
or to inspect the properties, books or records of Borrowers or any of Borrowers' 
Subsidiaries or Affiliates. 
 
     9.4  RELIANCE BY AGENTS.  Agent shall be entitled to rely, and shall be 
fully protected in relying, upon any writing, resolution, notice, consent, 
certificate, affidavit, letter, telegram, facsimile, telex or telephone message, 
statement or other document or conversation believed by it to be genuine and 
correct and to have been signed, sent or made by the proper Person or Persons, 
and upon advice and statements of legal counsel (including counsel to 
Borrowers), independent accountants and other experts selected by Agent.  Agent 
shall be fully justified in failing or refusing to take any action under this 
Agreement or any other Ancillary Agreement unless it shall first receive such 
advice or concurrence of the Required Lenders and, if it so requests, 
confirmation from the Lenders of their obligation to indemnify Agent against any 
and all liability and expense which may be incurred by it by reason of taking or 
continuing to take any such action.  Agent shall in all cases be fully protected 
in acting, or in refraining from acting, under this Agreement or any other 
Ancillary Agreement in accordance with a request or consent of the Required 
Lenders (unless the consent of all the Lenders is required in such case, in 
which case unanimous consent of the Lenders) and such request and any action 
taken or failure to act pursuant thereto shall be binding upon all of the 
Lenders.  For purposes of determining compliance with the conditions specified 
in Section 2.11 or in any comparable provision of any amendment hereto, each 
Lender that has executed this Agreement or such amendment shall be deemed to 
have consented to, approved or accepted, or to be satisfied with, each document 
or other matter either sent by an Agent to such Lender for consent, approval, 
acceptance or satisfaction, or required thereunder to be consented to or 
approved by or acceptable or satisfactory to the Lender. 
 
     9.5  NOTICE OF DEFAULT.  Agent shall not be deemed to have knowledge or 
notice of the occurrence of any Default or Event of Default, except with respect 
to defaults in the payment of principal, interest and fees required to be paid 
to the Agent for the account of the Lenders, unless the Agent shall have 
received written notice from a Lender or Borrowers referring to this Agreement, 
describing such Default or Event of Default and stating that such notice is a 
"notice of default".  The Agent will notify the Lenders of its receipt of any 
such notice.  Agent shall take such action with respect to such Default or Event 
of Default as may be requested by the Required Lenders in accordance with 
Section 8; provided, however, that unless and until Agent has received any such 
request, Agent may (but shall not be obligated to) take such action, or refrain 
from taking such action, with respect to such Default or Event of Default as it 
shall deem advisable or in the best interest of the Lenders. 
 
     9.6  CREDIT DECISION.  Each Lender acknowledges that none of the Agent- 
Related Persons has made any representation or warranty to it, and that no act 
by Agent hereinafter 
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taken, including any review of the affairs of Borrowers and their Subsidiaries, 
shall be deemed to constitute any representation or warranty by any Agent- 
Related Person to any Lender. Each Lender represents to Agent that it has, 
independently and without reliance upon any Agent-Related Person and based on 
such documents and information as it has deemed appropriate, made its own 
appraisal of and investigation into the business, prospects, operations, 
property, financial and other condition and creditworthiness of Borrowers and 
their Subsidiaries, and all applicable bank regulatory laws relating to the 
transactions contemplated hereby, and made its own decision to enter into this 
Agreement and to extend credit to Borrowers hereunder. Each Lender also 
represents that it will, independently and without reliance upon any Agent- 
Related Person and based on such documents and information as it shall deem 
appropriate at the time, continue to make its own credit analysis, appraisals 
and decisions in taking or not taking action under this Agreement and the 
Ancillary Agreements, and to make such investigations as it deems necessary to 
inform itself as to the business, prospects, operations, property, financial and 
other condition and creditworthiness of Borrowers. Except for notices, reports 
and other documents expressly herein required to be furnished to the Lenders by 
the Agent, Agent shall not have any duty or responsibility to provide any Lender 
with any credit or other information concerning the business, prospects, 
operations, property, financial and other condition or creditworthiness of 
Borrowers which may come into the possession of any of the Agent-Related 
Persons. 
 
     9.7  INDEMNIFICATION.  The Lenders shall indemnify upon demand any Agent- 
Related Persons (to the extent not reimbursed by or on behalf of Borrowers and 
without limiting the obligation of Borrowers to do so), pro rata, from and 
against any and all Indemnified Liabilities; provided, however, that no Lender 
shall be liable for the payment to the Agent or any Agent-Related Persons of any 
portion of such Indemnified Liabilities resulting solely from such Person's 
gross negligence or willful misconduct.  Without limitation of the foregoing, 
each Lender shall reimburse Agent upon demand for its ratable share of any costs 
or out-of-pocket expenses (including reasonable fees of attorneys for Agent) 
incurred by Agent in connection with the preparation, execution, delivery, 
administration, modification, amendment or enforcement (whether through 
negotiations, legal proceedings or otherwise) of, or legal advice in respect of 
rights or responsibilities under, this Agreement, any other Ancillary Agreement, 
or any document contemplated by or referred to herein, to the extent that Agent 
is not reimbursed for such expenses by or on behalf of Borrowers.  To the extent 
that Agent or any Agent-Related Person shall thereafter be reimbursed by or on 
behalf of Borrowers for any amount paid by the Banks pursuant to this Section 
9.7, such Person shall reimburse each Lender for its ratable share of any such 
amount.  The undertaking in this Section shall survive the expiration or 
termination of the Commitments and payment of the Loans and other liabilities of 
Borrowers hereunder and the resignation or replacement of Agent.  For the 
purposes of this Section 9.7, "INDEMNIFIED LIABILITIES" shall mean: any and all 
liabilities, obligations, losses, damages, penalties, actions, judgments, suits, 
costs, charges, expenses and disbursements (including reasonable fees of 
attorneys for Agent) of any kind or nature whatsoever which may at any time 
(including at any time following repayment of the Loans and the termination, 
resignation or replacement of Agent or replacement of any Lender) be imposed on, 
incurred by or asserted against  any such Agent Related Person in any way 
relating to or arising out of this Agreement or any document contemplated by or 
referred to herein, or the transactions contemplated hereby, or any action 
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taken or omitted by any such Agent Related Person under or in connection with 
any of the foregoing, including with respect to any investigation, litigation or 
proceeding (including (i) any case, action or proceeding before any court or 
other governmental authority relating to bankruptcy, reorganization, insolvency, 
liquidation, receivership, dissolution, winding-up or relief of debtors or (ii) 
any general assignment for the benefit of creditors, composition, marshaling of 
assets for creditors, or other, similar arrangement in respect of its creditors 
generally or any substantial portion of its creditors; undertaken under U.S. 
Federal, state or foreign law, including the Bankruptcy Code or appellate 
proceeding) related to or arising out of this Agreement or the Loans or the use 
of the proceeds thereof, whether or not any Agent-Related Person, any Lender or 
any of their respective officers, directors, employees, counsel, agents or 
attorneys-in-fact is a party thereto. 
 
     9.8  AGENT IN INDIVIDUAL CAPACITY.  LaSalle and its Affiliates may make 
loans to, issue Letters of Credit for the account of, accept deposits from and 
generally engage in any kind of banking, trust, financial advisory, underwriting 
or other business with Borrowers and their Subsidiaries and Affiliates as though 
it were not Agent hereunder and without notice to or consent of the Lenders. 
The Lenders acknowledge that, pursuant to such activities, Agent or its 
Affiliates may receive information regarding Borrowers or their Affiliates 
(including information that may be subject to confidentiality obligations in 
favor of Borrowers or such Subsidiaries) and acknowledge that Agent shall be 
under no obligation to provide such information to them.  With respect to their 
Loans, Agent and its Affiliates shall have the same rights and powers under this 
Agreement as any other Lender and may exercise the same as though such Agent 
were not an Agent, and the terms Lender and Lenders include Agent and its 
Affiliates, to the extent applicable, in their individual capacities. 
 
     9.9  SUCCESSOR AGENT.  Agent may resign as an Agent upon 30 days' notice to 
the Lenders.  If Agent resigns under this Agreement, the Required Lenders shall, 
with the prior written consent of Borrowers, appoint from among the Lenders a 
successor agent for the Lenders.  If no successor agent is appointed prior to 
the effective date of the resignation of Agent, Agent may appoint, after 
consulting with the Lenders and with the prior written consent of Borrowers, a 
successor agent from among the Lenders.  Upon the acceptance of its appointment 
as successor agent hereunder, such successor agent shall succeed to all the 
rights, powers and duties of the retiring Agent and the term Agent shall mean 
such successor agent and the retiring Agent's appointment, powers and duties as 
an Agent shall be terminated.  After any retiring Agent's resignation hereunder 
as Agent, the provisions of this Section 9 shall inure to its benefit as to any 
actions taken or omitted to be taken by it while it was an Agent under this 
Agreement.  If no successor agent has accepted appointment as an Agent by the 
date which is 30 days following a retiring Agent's notice of resignation, the 
retiring Agent's resignation shall nevertheless thereupon become effective and 
the Lenders shall perform all of the duties of an Agent hereunder until such 
time, if any, as the Required Lenders appoint a successor agent as provided for 
above. 
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10.  MISCELLANEOUS. 
     ------------- 
 
     10.1  APPOINTMENT OF AGENT AS EACH BORROWER'S LAWFUL ATTORNEY-IN-FACT. 
Each Borrower irrevocably designates, makes, constitutes and appoints Agent (and 
all persons designated by Agent) as such Borrower's true and lawful attorney and 
agent-in-fact and Agent, or Agent's agent, may, without notice to such Borrower: 
 
          (A) At any time after the occurrence of and during the continuance of 
     an Event of Default, endorse by writing or stamp each Borrower's name on 
     any checks, notes, drafts or any other payment relating to and/or proceeds 
     of the Collateral which come into the possession of Agent or under Agent's 
     control and deposit the same to the account of Agent for application to the 
     Liabilities; 
 
          (B) At any time after the occurrence of and during the continuance of 
     an Event of Default, in each Borrower's or Agent's name:  (i) demand 
     payment of the Collateral; (ii) enforce payment of the Collateral, by legal 
     proceedings or otherwise; (iii) exercise all of each Borrower's rights and 
     remedies with respect to the collection of the Collateral; (iv) settle, 
     adjust, compromise, extend or renew the Accounts and the Special 
     Collateral; (v) settle, adjust or compromise any legal proceedings brought 
     to collect the Collateral; (vi) if permitted by applicable law, sell or 
     assign the Collateral upon such terms, for such amounts and at such time or 
     times as Agent deems advisable; (vii) satisfy and release the Accounts and 
     Special Collateral; (viii) take control, in any manner, of any item of 
     payment or proceeds referred to in Section 3.3; (ix) prepare, file and sign 
     each Borrower's name on any proof of claim in bankruptcy or similar 
     document against any Account Debtor; (x) prepare, file and sign each 
     Borrower's name on any notice of Lien, assignment or satisfaction of Lien 
     or similar document in connection with the Collateral; (xi) do all acts and 
     things necessary, in Agent's sole discretion, to fulfill each Borrower's 
     obligations under this Agreement; (xii) endorse by writing or stamp the 
     name of each Borrower upon any chattel paper, document, instrument, 
     invoice, freight bill, bill of lading or similar document or agreement 
     relating to the Collateral; and (xiii) use the information recorded on or 
     contained in any data processing equipment and computer hardware and 
     software relating to the Collateral to which each Borrower has access; and 
 
          (C) At any time after the occurrence of and during the continuance of 
     an Event of Default, notify the post office authorities to change the 
     address for delivery of Borrower's mail to an address designated by Agent 
     and receive, open and dispose of all mail addressed to each Borrower. 
 
     10.2  MODIFICATION OF AGREEMENT; SALE OF NOTES; PARTICIPATIONS.  No 
amendment, modification or waiver of, or consent with respect to, any provision 
of this Agreement or the Notes shall in any event be effective unless the same 
shall be in writing and signed and delivered by Lenders having an aggregate 
Percentage of not less than the aggregate Percentage expressly designated herein 
with respect thereto or, in the absence of such designation as to any provision 
of this Agreement or the Notes, by the Required Lenders, and then any such 
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amendment, modification, waiver or consent shall be effective only in the 
specific instance and for the specific purpose for which given.  No amendment, 
modification, waiver or consent shall extend or increase the amount of the 
Commitments, extend the final maturity of the Notes, reduce the principal 
thereof, reduce the fees hereunder or the rate of interest payable with respect 
to the Notes (other than pursuant to Section 2.1), reduce the aggregate 
Percentage required to effect an amendment, modification, waiver or consent, 
reduce the amount of or extend the date for the mandatory payments on the Notes, 
modify the definition of Borrowing Base, amend this Section 10.2 or permit any 
assignment by Borrowers of their obligations or rights hereunder or amend any 
covenants contained in Sections 7.1, 7.2 or 7.3, without the consent of the 
Required Lenders in each instance.  No provision of this Agreement relating to 
the Agent shall be amended, modified or waived without the consent of Agent.  No 
provision of Section 2.13 shall be amended, modified or waived without the 
consent of the Issuing Lender.  No Borrower may not sell, assign, transfer or 
otherwise dispose of all or any portion of this Agreement or the Ancillary 
Agreements, including, without limitation, such Borrower's right, title, 
interest, remedies, powers, or duties.  Each Borrower consents to any Lender's 
participation, sale, assignment, transfer or other disposition, at any time or 
times, of this Agreement or the Ancillary Agreements, including, without 
limitation, such Lender's right, title, interest, remedies, powers, or duties. 
Each Borrower consents to any Lender's pledge of its rights under this 
Agreement, any Note issued hereunder or any Ancillary Agreement to the Federal 
Reserve Bank.  Any Lender shall have the right to sell, assign or transfer all 
or part of any Note to one or more banks or other financial institutions, or to 
grant participations to one or more banks or other financial institutions, in or 
to any Loan hereunder and any Note held by such Lender upon three (3) days prior 
written notice to Borrowers (and if no Default or Event of Default has occurred 
and is continuing with the prior written consent of Borrowers) and the Agent 
together with, in the case of assignments only, execution and delivery to the 
Agent and the Borrowers of an Assignment Agreement substantially in the form of 
Exhibit P hereto and payment of a $5,000 fee to the Agent for processing such 
assignment.  Borrowers hereby consent to the disclosure of any information 
obtained by the Agent or any Lender in connection herewith to any bank or other 
financial institution to which any Lender now or hereafter has sold, assigned or 
transferred, or sold or proposed to sell, assign or transfer, all or any part of 
any Note or any participation interest in any Loan or Note.  Upon the sale, 
transfer or assignment of all or a portion of any Note pursuant to one or more 
Assignment Agreements, Borrowers shall, upon the request of the assigning 
Lender, execute a new note or notes in a form substantially similar to the Note 
or Notes so replaced.  Each such transferee shall be deemed to be a Lender under 
this Agreement.  Each transferee of any Note shall take such Note subject to the 
provisions of this Agreement and to any request made, waiver or consent given or 
other action taken hereunder prior to the receipt by Agent and Borrowers of 
written notice of such transfer.  Each Lender represents that it is the present 
intention of such Lender to acquire each Note drawn to its order for its own 
account and not with a view to the distribution or sale thereof, subject, 
nevertheless, to the necessity that such Lender remain in control at all times 
of the disposition of property held by it for its own account; it being 
understood that the foregoing representation shall not affect the character of 
the Loans as commercial lending transactions. 
 
     10.3  ATTORNEYS' FEES AND EXPENSES; AGENT AND EACH LENDER'S OUT-OF-POCKET 
EXPENSES.  If, at any time or times, whether prior or subsequent to the date of 
this Agreement 
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and regardless of the existence of a Default or an Event of Default, Agent and 
each Lender incurs reasonable legal or other costs and expenses or employs 
counsel, accountants or other professionals for advice or other representation 
or services in connection with: 
 
          (A) The preparation, negotiation and execution of this Agreement, all 
     Ancillary Agreements, any amendment of or modification of this Agreement or 
     the Ancillary Agreements; 
 
          (B) Any litigation, contest, dispute, suit, proceeding or action 
     (whether instituted by Agent, any Lender, a Borrower or any other Person) 
     in any way relating to the Collateral, this Agreement, the Ancillary 
     Agreements or Borrowers' affairs; 
 
          (C) Any attempt to enforce any rights of Agent or any Lender against a 
     Borrower or any other Person which may be obligated to Agent or such Lender 
     by virtue of this Agreement or the Ancillary Agreements, including, without 
     limitation, the Account Debtors; 
 
          (D) Any attempt to inspect, verify, protect, collect, sell, liquidate 
     or otherwise dispose of any of the Collateral; or 
 
          (E) Any inspection, verification, protection, collection, sale, 
     liquidation or other disposition of any of the Collateral, including 
     without limitation, Agent's periodic field audits and audits of a 
     Borrower's books and records; 
 
     then, in any such event, the reasonable attorneys' and paralegals' fees and 
expenses arising from such services and all reasonably incurred expenses, costs, 
charges and other fees of or paid by Agent (or any Lender after the occurrence 
of and during the continuation of an Event of Default) in any way or respect 
arising in connection with or relating to any of the events or actions described 
in this Section 10.3 shall be payable by Borrowers, jointly and severally, to 
Agent (or any Lender after the occurrence of and during the continuation of an 
Event of Default) upon demand and shall be additional Liabilities.  Without 
limiting the generality of the foregoing, such expenses, costs, charges and fees 
may include accountants' fees, costs and expenses; court costs, fees and 
expenses; photocopying and duplicating expenses; court reporter fees, costs and 
expenses; long distance telephone charges; courier charges; telegram and 
telecopy charges. 
 
     10.4  NO OFFSET; RIGHT TO CHARGE ACCOUNTS.  All payments due to Agent or 
any Lender shall be made in immediately available funds, without setoff or 
counterclaim.  At Agent's or any Lender's sole discretion, Agent or such Lender 
may charge against any demand account of a Borrower all or any part of the 
Liabilities which are due and payable. 
 
     10.5  SEVERABILITY.  Wherever possible, each provision of this Agreement 
shall be interpreted in such manner as to be effective and valid under 
applicable law, but if any provision of this Agreement shall be prohibited by or 
invalid under applicable law, such provision shall be 
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ineffective to the extent of such prohibition or invalidity, without 
invalidating the remainder of such provision or the remaining provisions of this 
Agreement. 
 
     10.6  PARTIES; ENTIRE AGREEMENT.  This Agreement and the Ancillary 
Agreements shall be binding upon and inure to the benefit of the respective 
successors and assigns of each Borrower, Agent and each Lender.  Each Borrower's 
successors and assigns shall include, without limitation, a trustee, receiver or 
debtor-in-possession of or for such Borrower.  Nothing contained in this Section 
10.6 shall be deemed to modify Section 10.2.  This Agreement is the complete 
statement of the agreement by and among Borrowers, Agent and each Lender and 
supersedes all prior negotiations, understandings and representations between 
them with respect to the subject matter of this Agreement. 
 
     10.7  CONFLICT OF TERMS.  The provisions of the Ancillary Agreements are 
incorporated in this Agreement by this reference.  Except as otherwise provided 
in this Agreement and except as otherwise provided in the Ancillary Agreement, 
by specific reference to the applicable provision of this Agreement, if any 
provision contained in this Agreement is in conflict with, or inconsistent with, 
any provision in any Ancillary Agreement, the provision contained in this 
Agreement shall govern and control. 
 
     10.8  WAIVER BY BORROWERS.  Except as otherwise provided for in this 
Agreement, each Borrower waives (i) presentment, demand and protest, notice of 
protest, notice of presentment, default, non-payment, maturity, release, 
compromise, settlement, extension or renewal of any or all commercial paper, 
accounts, contract rights, documents, instruments, chattel paper and guaranties 
at any time held by Agent or any Lender on which such Borrower may in any way be 
liable and hereby ratifies and confirms whatever Agent or such Lender may do in 
this regard; (ii) all rights to notice and a hearing prior to Agent's or any 
Lender's taking possession or control of, or Agent's or any Lender's replevy, 
attachment or levy upon the Collateral or any bond or security which might be 
required by any court prior to allowing Agent or any Lender to exercise any of 
Agent's or any Lender's remedies; and (iii) the benefit of all valuation, 
appraisement, extension and exemption laws.  Each Borrower acknowledges that it 
has been advised by its own counsel with respect to this Agreement and the 
transactions evidenced by this Agreement. 
 
     10.9  WAIVER AND GOVERNING LAW.  THE LOANS EVIDENCED HEREBY HAVE BEEN MADE, 
AND THIS AGREEMENT HAS BEEN DELIVERED, AT CHICAGO, ILLINOIS, AND SHALL BE 
GOVERNED BY AND CONSTRUED IN ACCORDANCE WITH THE INTERNAL LAWS (WITHOUT REGARD 
TO THE CONFLICTS OF LAWS PROVISIONS) OF THE STATE OF ILLINOIS.  EACH BORROWER 
(I) WAIVES ANY RIGHT TO A TRIAL BY JURY IN ANY ACTION TO ENFORCE OR DEFEND ANY 
MATTER ARISING FROM OR RELATED TO THIS AGREEMENT OR ANY OF THE ANCILLARY 
AGREEMENTS; (II) IRREVOCABLY SUBMITS TO THE JURISDICTION OF ANY STATE OR FEDERAL 
COURT LOCATED IN COOK COUNTY, ILLINOIS, OVER ANY ACTION OR PROCEEDING TO ENFORCE 
OR DEFEND ANY MATTER ARISING FROM OR RELATED TO THIS AGREEMENT OR ANY OF THE 
ANCILLARY AGREEMENTS; 
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(III) IRREVOCABLY WAIVES, TO THE FULLEST EXTENT SUCH BORROWER MAY EFFECTIVELY DO 
SO, THE DEFENSE OF AN INCONVENIENT FORUM TO THE MAINTENANCE OF ANY SUCH ACTION 
OR PROCEEDING; (IV) AGREES THAT A FINAL JUDGMENT IN ANY SUCH ACTION OR 
PROCEEDING SHALL BE CONCLUSIVE AND MAY BE ENFORCED IN ANY OTHER JURISDICTION BY 
SUIT ON THE JUDGMENT OR IN ANY OTHER MANNER PROVIDED BY LAW; AND (V) AGREES NOT 
TO INSTITUTE ANY LEGAL ACTION OR PROCEEDING AGAINST AGENT, ANY LENDER OR ANY OF 
AGENT'S OR LENDER'S DIRECTORS, OFFICERS, EMPLOYEES, AGENTS OR PROPERTY, 
CONCERNING ANY MATTER ARISING OUT OF OR RELATING TO THIS AGREEMENT OR ANY OF THE 
ANCILLARY AGREEMENTS IN ANY COURT OTHER THAN ONE LOCATED IN COOK COUNTY, 
ILLINOIS. EACH BORROWER WAIVES PERSONAL SERVICE OF THE SUMMONS AND COMPLAINT, OR 
OTHER PROCESS OR PAPERS ISSUED IN ANY ACTION OR PROCEEDING TO ENFORCE OR DEFEND 
ANY MATTER ARISING FROM OR RELATED TO THIS AGREEMENT OR ANY OF THE ANCILLARY 
AGREEMENTS, AND AGREES THAT SERVICE OF SUCH SUMMONS AND COMPLAINT, OR OTHER 
PROCESS OR PAPERS MAY BE MADE BY REGISTERED OR CERTIFIED MAIL ADDRESSED TO SUCH 
BORROWER AT THE ADDRESS SET FORTH IN SECTION 10.10. SHOULD SUCH BORROWER FAIL TO 
APPEAR OR ANSWER ANY SUMMONS, COMPLAINT, PROCESS OR PAPERS SERVED WITHIN THIRTY 
(30) DAYS AFTER THE RECEIPT THEREOF, IT SHALL BE DEEMED IN DEFAULT AND AN ORDER 
AND/OR JUDGMENT MAY BE ENTERED AGAINST IT AS DEMANDED OR PRAYED FOR IN SUCH 
SUMMONS, COMPLAINT, PROCESS OR PAPERS. NOTHING IN THIS PARAGRAPH SHALL AFFECT OR 
IMPAIR LENDER'S RIGHT TO SERVE LEGAL PROCESS IN ANY MANNER PERMITTED BY LAW OR 
LENDER'S RIGHT TO BRING ANY ACTION OR PROCEEDING AGAINST SUCH BORROWER OR ITS 
PROPERTY IN THE COURTS OF ANY OTHER JURISDICTION. 
 
     10.10  NOTICE.  Except as otherwise provided in this Agreement, any notice 
required shall be in writing and shall be deemed to have been validly served, 
given or delivered upon (i) delivery in person, by messenger or overnight 
courier service, (ii) the day after transmission by facsimile, (iii) or five (5) 
Business Days after deposit in the United States certified or registered mails, 
with proper postage prepaid, addressed to the party to be notified as follows: 
 
           (a)  If to Agent, at: 
 
                    LaSalle Bank National Association 
                    135 South LaSalle 
                    Chicago, Illinois 60603 
                    Attention:  Meghan C. Blake 
                    Fax:  (312) 904-0409 
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                with a copy to: 
 
                    Ungaretti & Harris 
                    3500 Three First National Plaza 
                    Chicago, Illinois 60602 
                    Attention:  Julie K. Seymour, Esq. 
                    Fax:  (312) 977-4405 
 
 
           (b)  If to Borrowers, at: 
 
                    SalesLink Corporation 
                    InSolutions, Incorporated 
                    On-Demand Solutions, Inc. 
                    Pacific Direct Marketing Corp. 
                    SalesLink Mexico Holding Corp. 
                    c/o SalesLink Corporation 
                    425 Medford Street 
                    Charlestown, Massachusetts  02129 
                    Attention: Robert Lieberman 
                    Fax:  (617) 886-4550 
 
                with a copy to: 
 
                    (prior to November 5, 2001) 
                    Palmer & Dodge, LLP 
                    One Beacon Street 
                    Boston, Massachusetts 02108 
                    Attention:  John C. Kacoyannakis 
                    Fax: (617) 227-4420 
 
                    (on or after November 5, 2001) 
                    Palmer & Dodge, LLP 
                    111 Huntington Avenue 
                    at Prudential Plaza 
                    Boston, Massachusetts 02199 
                    Attention:  John C. Kacoyannakis 
                    Fax: (617) 227-4420 
 
           (c) If to any Lender, addressed to such Lender at the address shown 
     below its signature as its domestic office address 
 
     or to such other address or facsimile number as each party may designate 
for itself by like notice. 
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     10.11  SECTION TITLES, ETC.  The section titles and table of contents, if 
any, contained in this Agreement are and shall be without substantive meaning or 
content of any kind whatsoever and are not a part of the agreement between the 
parties hereto.  All Exhibits and Schedules which are referred to herein or 
attached hereto are incorporated by reference. 
 
     10.12 MUTILATED, DESTROYED, LOST AND STOLEN NOTES.  If any mutilated Note 
is surrendered to the Borrowers, the Borrowers shall execute therefor a new Note 
with the same principal amount, containing identical terms and provisions.  If 
there shall be delivered to the Borrowers  (a) evidence to its satisfaction of 
the destruction, loss or theft of any Note and (b) such security or indemnity as 
may be required by them to hold the Borrowers and any agent of the Borrowers 
harmless, then, in the absence of notice to the Borrowers that such Note has 
been acquired by a bona fide purchaser, the Borrowers shall execute and deliver, 
in lieu of any such destroyed, lost or stolen Note or in exchange for such Note, 
a new Note with the same principal amount, containing identical terms and 
provisions.  Upon the issuance of any new Note under this Section, the Borrowers 
may require the payment of a sum sufficient to cover any tax or other 
governmental charge that may be imposed in relation thereto and any other 
expenses connected therewith.  Every new Note, issued pursuant to this Section 
in lieu of any destroyed, lost or stolen Note, shall constitute an original 
contractual obligation of the Borrowers, whether or not the destroyed, lost or 
stolen Note shall be at any time enforceable by anyone, and shall be entitled to 
all the benefits of this Agreement. 
 
11.  CROSS-GUARANTY. 
     -------------- 
 
     11.1  CROSS-GUARANTY.  Each Borrower hereby agrees that such Borrower is 
jointly and severally liable for, and hereby absolutely and unconditionally 
guarantees to the Agent and each Lender and their respective successors and 
assigns, the full and prompt payment (whether at stated maturity, by 
acceleration or otherwise) and performance of, all Liabilities owed or hereafter 
owing to Agent and each Lender by each other Borrower.  Each Borrower agrees 
that its guaranty obligation hereunder is a continuing guaranty of payment and 
performance and not of collection, that its obligations under this Section 11 
shall not be discharged until payment and performance, in full, of the 
Liabilities has occurred, and that its obligations under this Section 11 shall 
be absolute and unconditional, irrespective of, and unaffected by, the 
genuineness, validity, regularity, enforceability or any future amendment of, or 
change in, this Agreement, any other Ancillary Agreement or any other agreement, 
document or instrument to which any Borrower is or may become a party; the 
absence of any action to enforce this Agreement (including this Section 11) or 
any other Ancillary Agreement or the waiver or consent by Agent and each Lender 
with respect to any of the provisions thereof; the existence, value or condition 
of, or failure to perfect its Lien against, any security for the Liabilities or 
any action, or the absence of any action, by Agent and each Lender in respect 
thereof (including the release of any such security); the insolvency of any 
Borrower; or any other action or circumstances that might otherwise constitute a 
legal or equitable discharge or defense of a surety or guarantor. Each Borrower 
shall be regarded, and shall be in the same position, as principal debtor with 
respect to the Liabilities guaranteed hereunder. 
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     11.2  WAIVERS BY BORROWERS.  Each Borrower expressly waives all rights it 
may have now or in the future under any statute, or at common law, or at law or 
in equity, or otherwise, to compel Agent or any Lender to marshal assets or to 
proceed in respect of the Liabilities guaranteed hereunder, against any other 
party or against any security for the payment and performance of the Liabilities 
before proceeding against, or as a condition to proceeding against, such 
Borrower.  It is agreed among each Borrower, Agent and each Lender that the 
foregoing waivers are of the essence of the transaction contemplated by this 
Agreement and the Ancillary Agreements and that, but for the provisions of this 
Section 11.2 and such waivers, Agent and the Lenders would decline to enter into 
this Agreement. 
 
     11.3  BENEFIT OF GUARANTY.  Each Borrower agrees that the provisions of 
this Section 11.3 are for the benefit of Agent and each Lender and their 
respective successors, transferees, endorsees and assigns, and nothing herein 
contained shall impair, as between any other Borrower and Agent or any Lender, 
the obligations of such other Borrower under this Agreement and the Ancillary 
Agreements. 
 
     11.4  SUBORDINATION OF SUBROGATION, ETC.  Notwithstanding anything to the 
contrary in this Agreement or in any Ancillary Agreement, and except as set 
forth in Section 11.7, each Borrower hereby expressly and irrevocably 
subordinates to payment of the Liabilities any and all rights at law or in 
equity to subrogation, reimbursement, exoneration, contribution, indemnification 
or set off and any and all defenses available to a surety, guarantor or 
accommodation co-obligor until the Liabilities are indefeasibly paid in full in 
cash.  Each Borrower acknowledges and agrees that this subordination is intended 
to benefit Agent and each Lender and shall not limit or otherwise affect such 
Borrower's liability hereunder or the enforceability of this Section 11, and 
that Agent, each Lender and their respective successors and assigns are intended 
third party beneficiaries of the waivers and agreements set forth in this 
Section 11.4. 
 
     11.5  ELECTION OF REMEDIES.  If Agent or any Bank may, under applicable 
law, proceed to realize its benefits under this Agreement or any Ancillary 
Agreement giving Agent or such Lender a Lien upon any Collateral, whether owned 
by any Borrower or by any other Person, either by judicial foreclosure or by 
non-judicial sale or enforcement, Agent or any Lender may, at its sole option, 
determine which of its remedies or rights it may pursue without affecting any of 
its rights and remedies under this Section 11.  If, in the exercise of any of 
its rights and remedies, Agent or any Lender shall forfeit any of its rights or 
remedies, including its right to enter a deficiency judgment against any 
Borrower or any other Person, whether because of any applicable laws pertaining 
to "election of remedies" or the like, each Borrower hereby consents to such 
action by Agent or such Lender and waives any claim based upon such action, even 
if such action by Agent or such Lender shall result in a full or partial loss of 
any rights of subrogation that each Borrower might otherwise have had but for 
such action by Agent or such Lender.  Any election of remedies that results in 
the denial or impairment of the right of Agent or any Lender to seek a 
deficiency judgment against any Borrower shall not impair any other Borrower's 
obligation to pay the full amount of the Liabilities.  In the event Agent or any 
Lender shall bid at any foreclosure or trustee's sale or at any private sale 
permitted by law or this Agreement or any Ancillary Agreements, Agent or such 
Lender may bid all or less than the 
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amount of the Liabilities and the amount of such bid need not be paid by Agent 
or such Lender but shall be credited against the Liabilities. The amount of the 
successful bid at any such sale, whether Agent, such Lender or any other party 
is the successful bidder, shall be conclusively deemed to be the fair market 
value of the Collateral and the difference between such bid amount and the 
remaining balance of the Liabilities shall be conclusively deemed to be the 
amount of the Liabilities guaranteed under this Section 15, notwithstanding that 
any present or future law or court decision or ruling may have the effect of 
reducing the amount of any deficiency claim to which Agent or any Lender might 
otherwise be entitled but for such bidding at any such sale. 
 
     11.6  LIMITATION.  Notwithstanding any provision herein contained to the 
contrary, each Borrower's liability under this Section 11 (which liability is in 
any event in addition to amounts for which such Borrower is primarily liable 
under Section 2) shall be limited to an amount not to exceed as of any date of 
determination the greater of:  (i) the net amount of all Loans advanced to any 
other Borrower under this Agreement and then re-loaned or otherwise transferred 
to, or for the benefit of, such Borrower; and (ii) the amount that could be 
claimed by Agent and Lenders from such Borrower under this Section 11 without 
rendering such claim voidable or avoidable under Section 548 of Chapter 11 of 
the Bankruptcy Code or under any applicable state Uniform Fraudulent Transfer 
Act, Uniform Fraudulent Conveyance Act or similar statute or common law after 
taking into account, among other things, such Borrower's right of contribution 
and indemnification from each other Borrower under Section 11.7. 
 
     11.7  CONTRIBUTION WITH RESPECT TO GUARANTY OBLIGATIONS.  To the extent 
that any Borrower shall make a payment under this Section 11 of all or any of 
the Liabilities (other than Loans made directly to that Borrower) (a "GUARANTOR 
PAYMENT") that exceeds the amount such Borrower would otherwise have paid if 
each Borrower had paid the aggregate Liabilities satisfied by such Guarantor 
Payment in the same proportion that such Borrower's "Allocable Amount" (as 
defined below) (as determined immediately prior to such Guarantor Payment) bore 
to the aggregate Allocable Amounts of each of the Borrowers as determined 
immediately prior to the making of such Guarantor Payment, then, following 
indefeasible payment in full in cash of the Liabilities and termination of the 
Commitments) such Borrower shall be entitled to receive contribution and 
indemnification payments from, and be reimbursed by, each other Borrower for the 
amount of such excess, pro rata based upon their respective Allocable Amounts in 
effect immediately prior to such Guarantor Payment.  As of any date of 
determination, the "ALLOCABLE AMOUNT" of any Borrower shall be equal to the 
maximum amount of the claim that could then be recovered from such Borrower 
under this Section 11 without rendering such claim voidable or avoidable under 
Section 548 of Chapter 11 of the Bankruptcy Code or under any applicable state 
Uniform Fraudulent Transfer Act, Uniform Fraudulent Conveyance Act or similar 
statute or common law.  This Section 11.7 is intended only to define the 
relative rights of Borrowers and nothing set forth in this Section 11.7 is 
intended to or shall impair the obligations of Borrowers, jointly and severally, 
to pay any amounts as and when the same shall become due and payable in 
accordance with the terms of this Agreement, including Section 11.7.  Nothing 
contained in this Section 11.7 shall limit the liability of any Borrower to pay 
the Loans made directly or indirectly to that Borrower and accrued interest, 
fees and expenses with respect thereto for which such Borrower shall be 
primarily liable.  The parties hereto acknowledge that the rights of 
contribution and 
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indemnification hereunder shall constitute assets of the Borrower to which such 
contribution and indemnification is owing. The rights of the indemnifying 
Borrowers against other Borrower under this Section 11.7 shall be exercisable 
upon the full and indefeasible payment of the Liabilities and the termination of 
the Commitments. 
 
     11.8  LIABILITY CUMULATIVE.  The liability of Borrowers under this Section 
11 is in addition to and shall be cumulative with all liabilities of each 
Borrower to Agent and each Lender under this Agreement and the Ancillary 
Agreements to which such Borrower is a party or in respect of any Liabilities or 
obligation of the other Borrowers, without any limitation as to amount, unless 
the instrument or agreement evidencing or creating such other liability 
specifically provides to the contrary. 
 
                            [signature page follows] 
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  This Agreement has been duly executed as of the day and year first written 
  above. 
 
                              BORROWERS: 
                              --------- 
 
                              SALESLINK CORPORATION 
                              a Delaware corporation 
 
                              By: /s/ Bryce C. Boothby Jr. 
                                  ------------------------ 
                              Name: Bryce C. Boothby Jr. 
                                    -------------------- 
                              Title: CEO 
 
 
                              INSOLUTIONS INCORPORATED 
                              a Delaware corporation 
 
                              By: /s/ Bryce C. Boothby Jr. 
                                  ------------------------ 
                              Name: Bryce C. Boothby Jr. 
                                    -------------------- 
                              Title: CEO 
 
 
                              ON-DEMAND SOLUTIONS, INC. 
                              a Massachusetts corporation 
 
                              By: /s/ Bryce C. Boothby Jr. 
                                  ------------------------ 
                              Name: Bryce C. Boothby Jr. 
                                    -------------------- 
                              Title: CEO 
 
 
                              PACIFIC DIRECT MARKETING CORP. 
                              a California corporation 
 
                              By: /s/ Bryce C. Boothby Jr. 
                                  ------------------------ 
                              Name: Bryce C. Boothby Jr. 
                                    -------------------- 
                              Title: CEO 
 
 
                              SALESLINK MEXICO HOLDING CORP. 
                              a Delaware corporation 
 
                              By: /s/ Bryce C. Boothby Jr. 
                                  ------------------------ 
                              Name: Bryce C. Boothby Jr. 
                                    -------------------- 
                              Title: CEO 
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                              LENDERS: 
                              ------- 
 
                              LASALLE BANK NATIONAL ASSOCIATION, 
                              as a Lender and as Agent 
 
 
                              By: /s/ Meghan C. Blake 
                                  ------------------- 
                              Name: Meghan C. Blake 
                                   ---------------- 
                              Title: Vice President 
 
                              Address 
                              ------- 
                              LaSalle Bank National Association 
                              135 South LaSalle 
                              Chicago, Illinois 60603 
                              Attention:  Meghan Blake 
                              Fax:  (312) 904-0409 
 
 
                              CITIZEN'S BANK OF MASSACHUSETTS, 
                              as a Lender 
 
 
                              By: /s/ Ralph Letner 
                                  ---------------- 
                              Name: Ralph Letner 
                                    ------------ 
                              Title: Vice President 
 
 
                              Address 
                              ------- 
                              Citizen's Bank of Massachusetts 
                              53 State Street 
                              8th Floor 
                              Boston, Massachusetts 02109 
                              Attention: Ralph Letner 
                              Fax: (617) 742-9548 
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