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ITEM 2. ACQUISITION OR DISPOSITION OF ASSETS.

On April 15, 2004, Haights Cross Communications, Ithrough its subsidiary Triumph Learning, LLEgaired substantially all of the ass
of Buckle Down Publishing Company ("Buckle Downd)publisher of test preparation materials for tstgkes state tests and a wholly ow
subsidiary of Profiles Corporation ("Profiles”). Agesult of the acquisition, the business of Badkbwn will be operated as a division of
Triumph Learning. The acquisition was consummaigdgymnt to an Asset Purchase Agreement, datedMarch 6, 2004 (the "Purchase
Agreement”).

The consideration for the acquisition consiste@2#.0 million in cash, which is subject to a pdsising working capital adjustment, and $3.5
million face amount of Haights Cross Communicatjdns.'s Series C preferred stock, of which shariés a face amount of $2.0 million
were deposited in an escrow account to securentteninification obligations of the seller. The Pash Agreement, including the purchase
price, was negotiated at arm's length among Hai@hdss Communications, Buckle Down and Profilesthiée Haights Cross
Communications, nor any director or officer of HatigyCross Communications, was affiliated with od hanaterial relationship with Buckle
Down or Profiles.

A copy of the Purchase Agreement is attached sQhirent Report on Form 8-K as Exhibit 2.1 aneé®rporated by reference. A copy of
the press release announcing the consummatiore @fcipuisition is attached to this Current Reporform 8-K as Exhibit 99.1 and is
incorporated by reference.

ITEM 7. FINANCIAL STATEMENTS, PRO FORMA FINANCIAL INFORMATION AND EXHIBITS.
(a)-(b) Financial Statements and Pro Forma Finahdiarmation.

We will file, as an amendment to this report anthimithe time period set forth in Item 7, the fioa statements and/or pro forma financial
information specified in Regulation $§-as promulgated under the Securities and Exchawegef 1934, as amended, together (as appropi
with the signed accountants' reports as providéRiigulation S-X.

(c) Exhibits

2.1 Asset Purchase Agreement, dated as of Mar2@@8l, by and among Haights Cross Communicatioms, Haights Cross Operating
Company, Triumph Learning, LLC and Buckle Down Rsiihg Company, Profiles Corporation and Douglasl Pa

99.1 Press Release of Haights Cross Communicationsssued on April 19, 2004
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SIGNATURES

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

HAIGHTS CROSS COMMUNICATIONS, INC.

Date: April 20, 2004 By: /s/ Paul J. Crecca

Paul J. Crecca
Chi ef Financial Oficer
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EXHIBIT 2.1

ASSET PURCHASE AGREEMENT

BY AND AMONG

HAIGHTS CROSS COMMUNICATIONS, INC.
AS"HCCI"

HAIGHTS CROSS OPERATING COMPANY
AS"HCOC"

TRIUMPH LEARNING, LLC
AS"BUYER"

AND

BUCKLE DOWN PUBLISHING COMPANY
AS"SELLER"

PROFILES CORPORATION
AS"STOCKHOLDER"

AND

DOUGLAS PAUL
AS"FOUNDER"

DATED AS OF MARCH 6, 2004
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ASSET PURCHASE AGREEMENT

This ASSET PURCHASE AGREEMENT (the "Agreement"jriade and entered into as of March 6, 2004 by armhgrhlaights Cross
Communications, Inc., a Delaware corporation ("HG(Hlaights Cross Operating Company, a Delawarpamation and a wholly owned
subsidiary of HCCI ("HCOC"), Triumph Learning, LL&,Delaware limited liability company and a whabiyned subsidiary of HCOC
("Buyer"), Profiles Corporation, an lowa corporatifyStockholder"), Buckle Down Publishing Compaay, lowa corporation and a wholly
owned subsidiary of Stockholder ("Seller"), and Blas Paul, the sole stockholder of Stockholder (tieter"). Capitalized terms used herein
and not defined where used shall have the meaginga them in Section 11.

WITNESSETH

WHEREAS, subject to the terms and conditions hergelier, Stockholder and Founder desire to séi$suntially all of Seller's properties ¢
assets to Buyer; and

WHEREAS, subject to the terms and conditions hefgoyer desires to purchase such properties amdsasgSeller for the consideration
specified herein and the assumption by Buyer daagefiabilities and obligations of Seller;

NOW, THEREFORE, in order to consummate such puechasl sale and in consideration of the mutual ageeés set forth herein, tl
parties hereto agree as follows:

SECTION 1 - PURCHASE AND SALE OF ASSETS

1.1 SALE OF ASSETS. Subiject to the provisions &f fkgreement, Seller agrees to sell, assign, tearssfd deliver to Buyer and Buyer
agrees to purchase from Seller, at the Closingl¢éined below), all legal and beneficial rightletiand interest of Seller in and to all of the
assets and properties of every kind used in otimgl#o the conduct of operating and administethmgbusiness of Seller or otherwise owned
or used by Seller, other than the Excluded Assetsh(assets and properties collectively, the "Rageth Assets"), in each case free and clear
of any and all mortgages, liens, pledges, secinfgrests, charges, encumbrances, claims, easemrights of way, covenants, conditions or
restrictions or any other adverse claims, rightsrmumbrances of any kind or nature whatsoevea{fitd"). The Purchased Assets shall
include, without limitation, the following:

(a) Accounts Receivable. All of Seller's accouetseivable, including, without limitation, thosetéid on Schedule 1.1(a) hereto (the
"Accounts Receivable");

(b) Equipment and Other Tangible Personal Propgaityof Seller's office supplies, machinery, offiequipment, furniture, furnishings,
fixtures, tools,



instruments and other tangible personal propeditgctively, the "Personal Property"), includingitimout limitation, the Personal Property
listed on Schedule 1.1(b) hereto;

(c) Leased Real Property. The leasehold intereSedér with respect to the office and warehousation of Seller located at 2308 Heinz
Road, lowa City, lowa (the "Office Lease");

(d) Contracts. Seller's contracts (including, withlimitation, author contracts and licenses), agrents, leases, commitments, claims and
rights, all as listed on Schedule 1.1(d) herete {#hcquired Contracts");

(e) Inventory. All of Seller's inventory, wherevecated and whether in the possession of Sellangrcustomer or potential customer or any
supplier;

(f) Prepaids; Credits; Deposits. All prepaid expensleposits and similar items;

(9) Third Party Claims and Rights. All rights arldims against third parties, including without ltation, all rights under express or implied
warranties from suppliers;

(h) Customers and Customer Lists. All of Selledstmand present lists of customers, lists of prabpecustomers, mailing lists, pending new
business, and customer files and records andetextent transferable and assignable, any righgsaspect lists used by Seller that are ow
by third parties;

() Marketing and Editorial Materials. All adveritig), editorial, marketing, promotional and ancilanaterials and sources, information
pertaining to planned products or services (if aanyd all rights related thereto, including, withémtitation, any and all films, negatives and
electronic files of books and publications;

(j)) Permits and Licenses. All of Seller's Approvéds defined in Section 2.17 below) which are assdite or otherwise transferable, together
with, if any, all rights of renewal and amenitibgteto;

(k) Computer Equipment and Software. All computgnipment and computer software, including souraecawhether completed or under
development, and software licenses, including, euitHimitation, those listed on Schedule 1.1(k)etey

() Record Books. Seller's general ledger, andeopf Seller's invoices, sales records, tax retanasother material business records of Seller
for all periods since January 1, 1998, includimagficial statements, general ledgers, materialr@pdi maintenance records, material
correspondence related to the operation of Sebesmess, Seller's Tax Returns, including mateealarations, reports or statements, and
correspondence and materials related to Sellats sales Tax Returns;
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(m) Other Intellectual Property. All right, titlend interest in and to all Seller Intellectual Prapéssets (as defined herein) (including,
without limitation, exclusive rights to use "Buckl®wn Publishing” or any variants of any of thegfgoing) and all goodwill related thereto,
and all other intangible assets and goodwill atngiointangibles;

(n) Personnel Records. All of Seller's persondesfand records with respect to employees of Selerbecome employees of Buyer
following the Closing; and

(o) Other Assets. All other assets of Seller thatused or usable in Seller's business.

1.2 EXCLUDED ASSETS. Notwithstanding Section 1.1He contrary, Seller is not selling, and Buyemds$ purchasing, any of the following
assets owned by Seller, all of which shall be netdiiby Seller and shall not constitute Purchasetagthe "Excluded Assets"):

(a) Seller Cash. All cash and cash equivalenteetééSas of the Closing;
(b) Rights Under this Agreement. The rights whichrae or will accrue to Seller under this Agreement

(c) Record Books. Seller's stock record books,mebooks containing minutes of meetings of direstmd stockholders and such other
records as have to do exclusively with Seller'sinization or capitalization (collectively, the "@orate Records"), as well as a copy of
Seller's general ledger and originals of Sellewsices, sales records, tax returns and other rabbersiness records of Seller for all periods
since January 1, 1998, copies of which are to beiged to Buyer under Section 1.1(I) above;

(d) Leased Assets. Any assets used by Seller varlowned by third party vendors, all of which le@sed under Acquired Contracts listed
on Schedule 1.1(d) or otherwise listed as an BExaluisset on Schedule 1.2;

(e) Third Party Claims and Rights. All rights ardims against third parties relating to the Exchlidessets or the Excluded Liabilities (as
defined below); and

(f) Excluded Property. All of the assets and prtipsrused by Seller in its business that are nioigb®old, assigned, transferred and delivered
to Buyer hereunder, as listed on Schedule 1.2 deret



1.3 ASSUMPTION OF LIABILITIES. Subject to Sectiom4] upon the sale and purchase of the PurchasedsiA&uyer shall assume and
agree to pay or discharge when due or performéordance with their respective terms only the foltg liabilities of Seller and no other
liabilities (collectively, the "Assumed Liabiliti&s

(a) Current Liabilities. All of the liabilities asbligations for trade accounts payable, accrue@rsgs and other current liabilities which have
been incurred by Seller in the ordinary courseusiitess in accordance with the terms of this Agesdras of the Closing Date and which are
listed on the Preliminary Closing Statement (asn@éef below) or the Final Closing Statement (collegty, the "Current Liabilities"); and

(b) Liabilities Under Acquired Contracts. All ofdHiabilities or obligations for payment or perfante arising after the Closing under the
Acquired Contracts.

The assumption of the Assumed Liabilities by Busteall not enlarge any rights of third parties unttertracts or arrangements with Buyer or
Seller and nothing herein shall prevent any padynfcontesting in good faith with any third partyyaof such Assumed Liabilities.

1.4 EXCLUDED LIABILITIES. Except for the Assumedalpilities, Buyer shall not assume or be bound hy, Seller shall retain, pay and
discharge, all obligations or liabilities of Seltd#rany kind or nature, known or unknown, accrussolute, contingent or otherwise,
whatsoever (the "Excluded Liabilities"), which Exded Liabilities shall include, without limitingeéhgenerality of the foregoing, all of the
following:

(a) Liabilities Relating to this Agreement. Liaki#is incurred by Seller in connection with this Agment and the transactions provided for
herein, including, without limitation, counsel aadcountant's fees, and expenses pertaining toetfiermance by Seller of its obligations
hereunder;

(b) Liabilities Relating to the Excluded Assets.yArbilities and obligations relating to or ariginut of the Excluded Assets;

(c) Contractual Liabilities. Any liabilities thatiae prior to the Closing Date (as defined belanannection with any breach of, or any
penalty payments Seller is required to make in eatian with the provisions of, any agreement toahtit is a party, including with respect
any Acquired Contract;

(d) Tax Liabilities. Taxes of Seller, Stockholderamy of their respective Affiliates (whether réhatto periods before or after the transactions
contemplated in this Agreement or incurred by Séfleconnection with this Agreement and the tratisas provided for herein), including,
without limitation, any liability for (i) corporateancome or franchise Taxes of Seller, Stockholdarty of their respective Affiliates, (ii)

payroll Taxes due in respect of the operation eflthsiness of Seller prior
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to the Closing to the extent withheld or collecbsdSeller as of the Closing, (iii) state sales Eagtae in respect of the operation of the
business of Seller prior to the Closing, and (igkds arising out of the inclusion of Seller, Staulkler or any of their respective Affiliates in
any group filing consolidated, combined or unitey returns or arising out of any transferee lighil

(e) Debt Obligations. All obligations arising fraime lending of money by any Person to Seller;

(f) Certain Accrued Expenses. All of the liabilgier obligations for accrued expenses of Sellatirg to (i) amounts payable to any
employees of Seller in respect of bonuses earnefitas Closing Date or any other non-recurring pensation plan of Seller, (ii) amounts
due for discretionary matches for employee contidims under Seller's 401(k) plan from January D4&brough the Closing, which shall be
funded by Seller prior to the Closing in accordawith the terms of such plan, (iii) any amountsgdalg to Stockholder or Founder, or (iv)
any amounts payable to any related Person or at#ilof Stockholder or Founder (other than compé@nsathich is payable in the ordinary
course of business to Affiliates of StockholdeFounder for services performed for Seller purstamatrrangements which are disclosed ir
disclosure schedules hereto, and which amountisé&leled on the Preliminary Closing Statement); and

(g) Other Liabilities. Liabilities in connection thior relating to all actions, suits, claims, predigs, demands, assessments and judgments,
costs, losses, liabilities, damages, deficienasexpenses (whether or not arising out of thindypelaims), including, without limitation,
interest, penalties, reasonable attorneys' anduataots' fees and all amounts paid in investigatiefiense or settlement of any of the
foregoing, which Liabilities relate to (i) the useownership of the Purchased Assets or the operafi Seller's business prior to the Closing
Date, (ii) any actions taken by Seller, StockholoieFounder on or prior to the Closing Date, aj éiny continuing business activities of
Seller, Stockholder, Founder or any of their respedffiliates following the Closing Date.

1.5 DEPOSIT.

(a) Upon the execution and delivery of this AgreetnBuyer will deliver or cause to be deliveredMellon Trust of New England, N.A. (the
"Deposit Escrow Agent"), a cash deposit in the ami@fi One Hundred Thousand Dollars ($100,000) (Beposit”), which Deposit is being
held by the Deposit Escrow Agent in accordance whighterms and conditions of the Deposit Escroneggrent between Seller, Buyer and
the Deposit Escrow Agent attached hereto as ExAibitpon the execution and delivery of this Agreaméhe Deposit Escrow Agent shall

continue to hold the Deposit in accordance withtdmms of the Deposit Escrow Agreement and thisedgrent.
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(b) Subject to the terms and conditions of the Bédescrow Agreement, the Deposit Escrow Agentlstediver the Deposit, plus accrued
interest thereon, to:

(i) Buyer if this Agreement is terminated by Buysrder
Section 9.1(b) below;

(i) Buyer if this Agreement is terminated by Buyerder Section 9.1(d) below due to the failurehaf tonditions to Closing set forth in
Section 7.1(a) or Section 7.1(b) below;

(iii) Seller at the Closing; or
(iv) Subject to Section 9.2 hereof, Seller if tAigreement is terminated for any other reason.

1.6 CALCULATION OF ESTIMATED CLOSING ADJUSTMENTS. dllater than two (2) business days prior to thesidlp, Seller shall
prepare and deliver to Buyer a statement, subjeBuyer's reasonable approval (the "Preliminarystig Statement"), setting forth Seller's
good faith estimate of Seller's Working Capital dafined below) as of the Closing Date ("Closingritag Capital"). The Cash Purchase
Price (as defined in Section 1.7) shall be (i) ésed on a dollar-for-dollar basis by the amounwbigh Closing Working Capital is greater
than Target Working Capital (as defined below)(idrdecreased on a dollar-faiellar basis by the amount by which Closing Work@®apital
is less than Target Working Capital.

(a) For purposes of this Section 1.6, the followteigns shall have the following meanings:

(i) "Working Capital" shall mean an amount equabtdler's Current Assets less Seller's Currentililigis (each as defined below), each as
determined in accordance with generally accepteduwatding principles ("GAAP") consistently appligatpvided, that Working Capital shall
not reflect any adjustments to Current Assets areédu Liabilities which have historically been tred as year-end adjustments only and not
reflected in interim periods, the intent being th&trking Capital shall be consistently calculatéthwvhistorical financial statements for
interim periods even if such interim periods may medlect a 100% application of GAAP ("Year-End Adiments");

(i) "Current Assets" shall mean Net Accounts Reable (as defined below), Net Inventory (as defihebbw), prepaid expenses and other
current assets used in the operation of Sellesgbss (but excluding cash and cash equivaleriitg)s apecified on the Preliminary Closing
Statement;

(iii) "Current Liabilities" shall mean the Currehiabilities specified in Section 1.3(a) above,aslspecified on the Preliminary Closing
Statement;



(iv) "Net Accounts Receivable" shall mean Sellgrass accounts receivable less any (A) reserveefarns, (B) reserve for bad debts, and
accounts receivable from Affiliates.

(v) "Net Inventory" shall mean Seller's gross inwen less (A) any reserve for obsolescense, an@dfB)inventory consisting of ACT and
SAT testing materials, which inventory shall bejeabto Section 5.10 below.

(vi) "Target Working Capital" shall mean the avexagonth-end Working Capital of Seller at March 2003, March 31, 2002 and March 31,
2001.

1.7 PURCHASE PRICE AND PAYMENT. In considerationtbé sale by Seller to Buyer of the Purchased Assed upon the assumption
by Buyer of the Assumed Liabilities, Buyer, HCOGI&r HCCI will pay and/or issue and deliver, or sawo be paid and/or issued and
delivered, the following to Seller at the Closing:

(a) Buyer will pay to Seller at the Closing an amidim cash equal to (i) $24,000,000 (the "Cash Pase Price"), plus (ii) an amount equal to
the excess of the estimated Closing Working Capital the Target Working Capital, if any, or mirarsamount equal to the excess of Target
Working Capital over the estimated Closing Work@apital, if any, as determined under Section 1dsapand minus (iii) the Deposit and
accrued interest thereon (which shall be delivéoeSeller by the Deposit Escrow Agent under Seclidnabove) (collectively, the "Closing
Cash Payment"), such Closing Cash Payment to loebavire transfer of immediately available fundsSeller to an account designated in
writing by Seller at least two (2) business dayemto the Closing;

(b) HCCI will issue and deliver to Seller at the&ihg 1,500 shares of HCCI's Series C PreferreckSpar value $.001 per share, which shall
have an initial liquidation preference equal to0BD, per share and have the other rights, prefeseamue privileges as set forth in Exhibit B
attached hereto (the "Series C Preferred Stockd; a

(c) HCCI will issue in the name of Seller at Clagin additional 2,000 shares of the Series C ResfeStock (such shares, together with any
shares into which such Escrow Shares may be cau/drtring the escrow period, the "Escrow Sharedijch Escrow Shares will be
delivered to, and held by, Mellon Trust of New Eargl, N.A., as escrow agent ("Indemnification EscAxyent”), to secure the
indemnification obligations of Seller under Sect®hereof. Indemnification Escrow Agent shall htild Escrow Shares (or, as provided in
the Indemnification Escrow Agreement, any procagedsived upon the sale of any such Escrow Shawes) fferiod of two years following
the Closing Date in accordance with the terms amdlitions of the Indemnification Escrow Agreemeetvieen Seller, Buyer, HCOC, HCCI
and the Indemnification Escrow Agent, in the foritaehed hereto as Exhibit C, which shall be
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executed as of the Closing Date. At any time, $aflay replace all of the Escrow Shares remainingsicrow at such time with cash or with
cash equivalents of a type reasonably acceptatiitsdmow Agent and HCCI, any such replacement tefteeted strictly in accordance with
the terms provided in the Indemnification Escrowdgment.

1.8 TIME AND PLACE OF CLOSING. The closing of thanshase and sale provided for in this Agreementfhealled the "Closing") she
be held at the offices of Meardon, Sueppel & Dowrle€, lowa City, lowa, at 10:00 a.m., Central tiroa,(a) March 31, 2004, or (b) if
earlier, on a date fixed by mutual agreement ofé8wand Seller following the satisfaction or waieéeach of the conditions to the Closing
forth in Section 7, but in any event within five) ffusiness days of such satisfaction or waiver'@lesing Date"); provided, however, that if
any of the conditions set forth in Section 7.1 ectin 7.2 have not been satisfied or waived bgsoof the Closing Date, then the party he
for whose benefit such conditions have been impasayg postpone such Closing Date by written noticiné other parties hereto specifying
the condition(s) not so satisfied until April 3@ or such other date fixed by mutual agreemeBuger and Seller which is at least five (5)
business days after such condition or conditioad slave been satisfied or waived, which date shalh become the Closing Date.

1.9 POST-CLOSING ADJUSTMENTS.
(a) Post-Closing Calculation of Closing Adjustments

() Following the Closing, Buyer will prepare andlider to Seller a final statement (the "Final @hgsStatement") setting forth (A) the actual
Closing Working Capital of Seller as of immediatphjor to the Closing (without giving effect to thansactions contemplated hereby, but
accounting for any changes in facts and circumssaéter the Closing affecting the determinatioSeller's assets and liabilities as of the
Closing), (B) the amount, if any, by which the ested Closing Working Capital adjusted for at thesihg differs from the actual Closing
Working Capital as finally determined by Buyer (tfReconciliation Amount"), and (C) the party to whithe Reconciliation Amount should
be paid. The actual Closing Working Capital shaldetermined in accordance with GAAP consisterdjliad using the same principles and
methods previously employed by Seller and apprdyeBuyer in determining the Target Working Capéat the estimated Closing Working
Capital. It is understood and agreed that for psepmf determining Target Working Capital, estirda@osing Working Capital and actual
Closing Working Capital, that Year-End Adjustmesitsll not be reflected, even in the event Sel@rBuyer's independent auditors
determine that such adjustments would be mandaiaygnnection with the filing of interim period fimcial statements with the Securities
Exchange Commission (the "SEC"). Buyer shall cdbied=inal Closing Statement to be delivered toe8als soon as practicable following
Closing, but not later than ninety (90) days th&ezaDuring such ninety-day period, Seller shalbperate with and reasonably assist Buyer,
and shall make available to Buyer the books, res;grdrsonnel and properties of Seller (if not in
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Buyer's possession) that Buyer reasonably reqiriresier to prepare and deliver the Final Clositeg&nent.

(i) Seller shall have thirty (30) days followinglivery of the Final Closing Statement (the "ObjectPeriod") to provide written notice to
Buyer (the "Objection Notice") of any good faithjettion to any portion of such Final Closing Staésry which objection shall be set forth
with reasonable detail in such Objection Noticeribgithe Objection Period, Seller and its accoutstarill be permitted to examine the work
papers and all other materials used or generat@&lgr in connection with the preparation of suaaFClosing Statement and such other
documents as Seller may reasonably request in ctanevith its review of such Final Closing Statame

(iii) Unless Seller timely delivers an Objection tite@ before the expiration of the Objection Penath respect to the Final Closing Statem
the Final Closing Statement shall be deemed to haee accepted and approved by Seller and shediatter be final and binding upon Sel
and Buyer for purposes of any post-Closing adjustmparsuant to this Section 1.9. In addition, t® éxtent any portion of the Final Closing
Statement shall not be expressly objected to irDthiection Notice, such portion shall be deemeldaiee been accepted and approved by
Seller and Buyer and shall be final and bindingruBeller and Buyer for purposes of any pBkising adjustment pursuant to this Section
If Seller timely delivers an Objection Notice befdhe expiration of the Objection Period, then ¢haspects of the Final Closing Statement
objected to in the Objection Notice shall not tladirer be final and binding until resolved in acamde with Section 1.9(b). If the Objection
Notice would result in a change in the amount efReconciliation Amount to be paid, but otherwismig not change the identity of tl
party required to pay such Reconciliation Amoulnért the portion of the Reconciliation Amount notlispute shall be immediately paid as
provided in Section 1.9(c) below, and the Objectitwtice shall be deemed to apply only to that portf the Reconciliation Amount
remaining in dispute.

(b) Resolution of Objections.

(i) Following receipt of any Objection Notice, S®lland Buyer shall discuss in good faith the ajpplie objections set forth therein for a
period of thirty (30) days from such receipt andlktduring such period, attempt to resolve thetemair matters in dispute by mutual written
agreement. If the parties reach such an agreesumsit,agreement shall be confirmed in writing, th@FClosing Statement shall be revise
reflect such agreement, and such Final Closing8tant, as so revised, shall thereafter be finalbémding upon Seller and Buyer for
purposes of any post-Closing adjustment pursuathtisdSection 1.9.



(i) If Buyer and Seller are unable to reach a muagreement in whole or in part in accordance Beiation 1.9(b)(i) during the thirty (30)
day period referred to therein, then the Des Mqitmga office of KPMG LLP (the "Accounting Firm"hall be engaged to resolve those
matters still in dispute with respect to the FiGidsing Statement. In connection with engagingAbeounting Firm, each party agrees, if
requested by the Accounting Firm, to execute armgaigent letter on terms reasonably satisfacto8etter and Buyer. The Accounting Firm
shall make a final and binding resolution of thepdites or disagreements between Buyer and Selleregpect to the Final Closing
Statement. The Accounting Firm shall be instrughed, in making its final and binding resolutiohriust select a position with respect to the
Final Closing Statement that is (A) exactly theafiposition of Buyer (as set forth in the Final iy Statement), (B) exactly the final
position of Seller (as set forth in the Objectiootide), or (C) between the final position of Buyerd the final position of Seller, and that it
must make its final and binding resolution withirty (30) days of its selection. In any event, A&ezounting Firm shall select such a posit
by applying the principles and methods appliedrgpgring the Preliminary Closing Statement andiinal Closing Statement. No appeal
from such determination shall be permitted.

(iii) The costs and expenses for the services®tbcounting Firm (the "Accounting Firm Expensestiall be borne as follows: if the posit
selected by the Accounting Firm is exactly the Ifipasition of either Buyer or Seller, the party wb@osition was not selected shall pay the
Accounting Firm Expenses; if the position seledigdhe Accounting Firm is between the final positaf Buyer and Seller, the party whose
position is closest to the position selected byAheounting Firm (the "Prevailing Party") shall payercentage of the Accounting Firm
Expenses calculated by dividing the positive ddfere between the position of the Prevailing Part/tae position of the Accounting Firm
the total positive difference between the positibthe Prevailing Party and the position of the #Ravailing Party. The non-Prevailing Party
shall pay the remainder of the Accounting Firm Exges. Subject to the foregoing sentences regatidéngllocation of the Accounting Firm
Expenses, all other fees and expenses of Sel@mglexclusively to matters described in this

Section 1.9 shall be borne by Seller, and all otbes and expenses of Buyer relating exclusivelpatters described in this

Section 1.9 shall be borne by Buyer. Seller andeBgiall fully cooperate with each other and wité Accounting Firm to resolve any
dispute.

(c) Reconciliation Amount and Payment.

(i) The Reconciliation Amount as finally determingiuall be paid to Buyer or Seller, as the case ngapromptly by the party required to pay
such Reconciliation Amount, but in no event latent five (5) days following the final determinatithrereof. Payment by either party of the
Reconciliation
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Amount shall be made in immediately available fumi@swire transfer to an account designated inimgiby the party entitled to receive such
payment.

(i) If the party required to pay the Reconciliati@mount fails to make payment thereof in full vitlsuch five (5) day period referred to
above, the Reconciliation Amount so payable stedrtinterest at a rate per annum equal to theeffentive prime rate of interest announced
by the Wall Street Journal plus three hundred hagiists, which interest shall accrue from the dateh amount was due until the date such
amount, plus such accrued interest, is paid.

1.10 FURTHER ASSURANCES. Each party from time todiafter the Closing at the request of any othey@ad without further
consideration shall execute and deliver furthetrimsents of transfer and assignment and take sthan action as such other party may
reasonably require to more effectively carry oet tfrms and conditions of, and the transactionsecoplated by, this Agreement.

1.11 ALLOCATION OF PURCHASE PRICE.

(a) Attached hereto as Schedule 1.11(a) is a proda@llocation of the consideration to be paidete® (and all other capitalized costs) am
the Purchased Assets to be sold (or deemed sofdderal income tax purposes) by Seller to Buygdetermined in accordance with Section
1060 of the Internal Revenue Code of 1986, as astk(ttie "Code") and the Treasury regulations thedeu(and any similar provision of
state, local or foreign law, as appropriate). Sahed.11(a) has been prepared based on the vdlties Burchased Assets at an assumed
closing date of December 31, 2003.

(b) Buyer shall deliver a post-Closing allocatiorSeller within sixty (60) days after the Closingt®, which allocation will be prepared
consistently with Schedule 1.11(a), but shall beated to the extent necessary to reflect the ialuaf the Purchased Assets as of the actual
Closing Date. Buyer, Seller and their respectiviliafes shall report, act and file Tax Returns da$ined below) (including, but not limited

to, Internal Revenue Service Form 8594) in all eetp consistent with such post-Closing allocatan neither Buyer, Seller nor their
respective Affiliates shall take any position faxXTpurposes which is inconsistent with such possi@ allocation, unless required to do so
by applicable law.

1.12 TRANSFER EXPENSES, COSTS AND TAXES. Buyer &adler shall bear equally all transfer taxes, dusied other governmental
charges applicable to the transfer of the PurchAsssdts in connection with this Agreement. Any paptor reimbursement from Buyer to
Seller or Seller to Buyer required under this Secfi.12 shall be made within ten (10) business détgs any such valid request for payment
or reimbursement.

1.13 USE OF NAME. Seller shall cease all use ofrtiaimes "Buckle Down" or "Buckle Down Publishingt émy variant thereof), as well as
any other Seller Intellectual Property
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Assets, as of the Closing and shall, contemporasigaeuith the Closing, take all necessary actionarridwa law to change its corporate name
to a name that does not include the names "BucklerD or "Buckle Down Publishing" (or any varianetieof).

1.14 CUSTOMER AND MARKETING RESEARCH.

(a) Prior to the date hereof, Seller has provideithé Winter Group, a third party customer and retinlg research firm engaged by Buyer,
information regarding Seller's customers, includisgustomer lists, pursuant to the terms of adisnlosure agreement executed by Seller
and the Winter Group. Buyer agrees that Buyernatl have access to such customer lists unlessraitdhe Closing occurs; provided,
however, that, without limitation, the foregoingadimot limit in any way (i) Buyer's access to therk product and other results produced by
the Winter Group in the course of its engagemerBioyer, (i) Buyer's participation in any aspecsath research, including, without
limitation, attendance by Buyer or Seller and theapective representatives at focus groups camgist Seller's customers, (iii) Buyer's
access to information concerning Seller's custditeelayout, or

(iv) any marketing data related to Seller's busir(ether than specific customer names or otherwlateh would allow customers of Seller to
be specifically identified), including, without litation, information concerning mailing campaigngigts, content of mailings, frequency of
mailings, response rates (including inquiries ares) and related information, including numbepiates mailed and dollars spent by state
(collectively, the "Marketing Data").

(b) The parties hereto agree that all work pro@unct other results produced by the Winter Grouéndourse of its engagement by Buyer
shall be and remain the property of Buyer; provjdemvever, that in the event the Closing does ootig Buyer shall (i) provide to Seller an
itemized accounting of fees and expenses inculyeBlyer in connection with its engagement of thens&ti Group on that portion of the
Winter Group project that produced work producotirer results directly related and beneficial tdeBgother than work product or other
results relating to or reflecting any customer taganalyses or any other work related to any gbhefisher, and (ii) upon receipt from Sel
of cash in an amount equal to 50% of such feesapdnses, deliver or cause to be delivered torSell@es of the Winter Group's work
product and other results directly related to $gtither than any work product or other resultatieg to or reflecting any customer overlap
analyses or any other work related to any othelighsr.

(c) The parties hereto agree that, in the evenCthsing does not occur:

(i) Seller may, in its sole discretion, negotiat¢hvihe Winter Group for an edited summary reportize focus groups conducted by the
Winter Group, which edited summary report shallinctude any references to Buyer, Buyer's prodactke operations of other publishers;
and
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(i) Buyer shall destroy all work product and infeation received from the Winter Group related ®filcus groups conducted by the Winter
Group in accordance with Section 6.4 hereof; predjdhat Buyer may, in its sole discretion, nedetigith the Winter Group to obtain an
edited summary report on the focus groups condumeatie Winter Group, which edited summary repbslisnot include any references to
Seller, Seller's products or the operations of oplublishers.

1.15 DELIVERY OF RECORDS AND CONTRACTS. Seller dhagliver to Buyer at the premises of the busir@sthe Closing Date all
business records and other data constituting panedPurchased Assets; provided, that Seller ratajrr copies of such business records and
other data, and Seller shall take all reasonalgjyise steps to put Buyer in actual possessionopedating control of the Purchased Assets.
After the Closing, Buyer shall, to the extent aablé, use its reasonable efforts to retain thenagsirecords related to the operation of Seller
prior to the Closing in lowa City, lowa and affaxlSeller and its accountants and attorneys rea$maacess, during normal business hours
and upon reasonable advance notice, to the boakseanrds of Seller delivered to Buyer under thigeement and shall permit Seller, at
Seller's expense, to make extracts and copiesftberéo the extent reasonably requested in conmeaetith financial reporting and
accounting, litigation, and tax matters.

SECTION 2 - REPRESENTATIONS AND WARRANTIES OF SELRESTOCKHOLDER AND FOUNDER

On or prior to the date hereof, Seller has delide¢oeBuyer the schedules referenced in this Se@isetting forth, among other things, items
of disclosure that are necessary or appropriaterih response to an express disclosure requittecoatained in a provision hereof or as an
exception to one or more representations or waasebntained in this Section 2. Capitalized teased in the schedules but not defined
therein shall have the meanings assigned to sucts @ this Agreement.

2.1 MAKING OF REPRESENTATIONS AND WARRANTIES. Asrmaaterial inducement to Buyer, HCOC and HCCI to eim this
Agreement and consummate the transactions conteadfiareby, Seller, Stockholder and Founder, jypimtld severally, hereby make to
Buyer, HCOC and HCCI the representations and waesoontained in this Section 2.

2.2 ORGANIZATION. Each of Seller and Stockholdenisorporation duly incorporated, validly existiagd in good standing under the laws
of the State of lowa with full corporate power andhority to own or lease its properties and todem its business in the manner and in the
places where such properties are owned or leassachrbusiness is currently conducted. Seller lig ldtensed or qualified to do business :
foreign corporation in each jurisdiction listed 8ohedule 2.2 hereto, which jurisdictions are thg prisdictions wherein the character of its
property, or the nature of the activities presentipducted by it, makes such qualification necgssacept any such jurisdiction where the
failure to be so licensed or qualified would not
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be reasonably likely to have a Material Adverses&iff Seller is not in violation or conflict with wiprovisions of its articles of incorporation
or bylaws.

2.3 SUBSIDIARIES. Seller does not own or contraledtly or indirectly, any interest in any otherr&an.

2.4 CAPITAL STOCK OF SELLER; BENEFICIAL OWNERSHIRhe authorized capital stock of Seller consist$,000,000 shares of
common stock, par value $1.00 per share, of whdfh@0O0 shares have been duly and validly issueagentllly paid and noassessable. A
outstanding shares of common stock of Seller ald beneficially and of record, by Stockholder, atidbutstanding shares of capital stocl
Stockholder are held, beneficially and of recordFounder. There are no outstanding subscriptiopisons, warrants, commitments,
preemptive rights, agreements, arrangements or domemts of any kind relating to the issuance oe sdJ or outstanding securities
convertible into or exercisable or exchangeabledapital stock of Seller.

2.5 AUTHORITY OF SELLER. Each of Seller and Stocktes has full right, authority and power to entetoithis Agreement and the
Transaction Documents (as defined below) executdddalivered by Seller and Stockholder pursuathigbAgreement and to carry out the
transactions contemplated hereby and thereby. Exaseget forth on Schedule 2.5(a) hereto, the ¢ixeculelivery and performance by each
of Seller and Stockholder of this Agreement andhesarch Transaction Document have been duly autthbiy all necessary action of Seller
and Stockholder, as applicable, and their respedirectors and stockholders, and no other actiothe part of Seller or Stockholder or their
respective directors and stockholders is requinezbnnection therewith. For purposes of this Agreetn'Transaction Documents" means the
Deposit Escrow Agreement, the Indemnification EacAgreement and the asset transfer and other datisme agreements required to be
executed and delivered in connection with the @igsi

(a) This Agreement and the Transaction Documennristitate, or, when executed and delivered by ea&eber and Stockholder, will
constitute, valid and binding obligations of Selerd Stockholder enforceable against Seller anckBtdder in accordance with their terms,
except as the enforcement thereof may be limiteddplicable bankruptcy, insolvency, reorganizatimoratorium or similar laws affecting
the rights of creditors and subject to generalgipiles of equity. Except as set forth on Schedub¢hd, the execution, delivery and
performance by each of Seller and StockholderisfAlygreement and each Transaction Document: (Hat@and will not violate, conflict with
or result in a default (whether after the givingnotice, lapse of time or both) under any contaactbligation to which it is a party or by
which it or its assets are bound, or any provisibits articles of incorporation or bylaws, excégmtthose which would not reasonably be
expected to have a Material Adverse Effect, or edbe creation of any Claim upon any of the Puretiasssets, (ii) do not and will not
violate, conflict with or result in a default (wihetr after the giving of notice, lapse of time oti)ainder, any provision of any law, regulation
or rule, or any order of, or any restriction impd$g any court or other governmental agency apiplcto it, except for
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those which would not reasonably be expected te haMaterial Adverse Effect, (iii) require fromaihy notice to, declaration or filing with,
or consent or approval of any governmental autharitother third party, or (iv) accelerate any ghtion under, or give rise to a right of
termination of, any agreement, permit, licenseutharization to which it is a party or by whichstbound.

2.6 LEASED PROPERTY; LIENS; CONDITION OF PROPERTIES
(a) Seller does not own any real property.

(b) Except as set forth on Schedule 2.6(b) hetier has a valid and enforceable leasehold ist@mehe property subject to the Office
Lease (the "Leased Real Property"), subject ontheaight of reversion of the landlord or lessoder the Office Lease, and, except as set
forth in the Office Lease, free and clear of alestprior or subordinate interests or other Claifnsept as otherwise set forth on Schedule 2.€

(b):
(i) the Office Lease is in full force and effectdamas not been modified, amended, or altered, itingror otherwise;

(i) all obligations of the landlord or lessor umdiee Office Lease which have accrued have bedonpeed, and no landlord or lessor is in
default under the Office Lease; and

(iii) all obligations of Seller, and any other temar lessee under the Office Lease, which haveuadchave been performed, and no tenant or
lessee is in default under the Office Lease, andinmomstance presently exists which, with noticéhe passage of time, or both, would give
rise to a default by any tenant or lessee.

(c) Except as set forth in Schedule 2.6(c), theeena material defects in the physical conditiom§ improvements constituting a part of the
Leased Real Property, including, without limitatistructural elements, mechanical systems, roofgsarking and loading areas, and all of
such improvements are in good operating conditiahrapair and have been well maintained. To theviedge of Seller, all water, sewer,
gas, electric, telephone, drainage, and othetiesilrequired by law or necessary for the curremi@anned operation of the Leased Real
Property have been installed and connected pursoaalid permits, and such utilities are suffiditmservice the Leased Real Property.

(d) Seller has not received a notice from any gowvental authority of any violation of any law, ardihce, regulation, license, permit, or
authorization issued with respect to the Leased Regerty that has not been corrected heretoforé,no such violation on the part of Seller
now exists which could have an adverse effect erofferation or value of the Leased Real Properyth& knowledge of Seller, (i) all

15



improvements constituting a part of the Leased Reaperty are in compliance, in all material respewith all applicable laws, ordinances,
regulations, licenses, permits, and authorizatiand,there are presently in effect all licensesnjis, and authorizations required by law,
ordinance, or regulation, (ii) the transfer of theased Real Property to Buyer shall include ahitsgo the use of any off-site facilities
necessary to ensure compliance with all such lavéinances, codes, and regulations, and (iii) tieeed least the minimum access require:
applicable subdivision or similar law to the Leagszhl Property. There is no pending, and Sellenbaseceived a notice of any threatened,
real estate tax deficiency or reassessment or conaliton of all or any portion of any of the Leastehl Property.

(e) Seller has good and marketable title to athefPurchased Assets. Except to the extent dedanib&chedule 2.6(e) attached hereto, all of
the Purchased Assets are free and clear of réastiscbn or conditions to transfer or assignmerd, fage and clear of Claims. All of the
Purchased Assets are in good operating conditiahin@ry wear and tear excepted) and are suffid@rthe conduct of Seller's business as
currently conducted. All of the Purchased Asset&giwhare tangible personal property are in good wagykondition and repair, ordinary wear
and tear excepted. The Purchased Assets congtitutiethe assets of Seller used or useable imfesation of Seller's business, other than the
Excluded Assets.

2.7 FINANCIAL STATEMENTS.
(a) Seller has delivered to Buyer the followingafiitcial statements (the "Financial Statements"):

(i) Audited balance sheets of Seller as of Decerdtie2003, 2002, 2001, 2000 and 1999 and auditeensents of income, stockholder's
equity (deficit) and cash flows of Seller for eadar in the five (5) year period ended Decembe2803, in each case accompanied by an
unqualified opinion of Seller's auditors.

(i An unaudited balance sheet of Seller as ofidayn 31, 2004 (the "Base Balance Sheet") and utedidtatements of income, stockholder's
equity (deficit) and cash flows for the one
(1) month period then ended, which will be certfley Seller's chief executive officer as and wheguested.

(iii) The Financial Statements, including the B&sdance Sheet, are attached hereto as Schedudg.2.7(

(b) The Financial Statements have been preparaddordance with GAAP applied consistently during pleriods covered thereby, are
consistent in all material respects with the baaikd records of the Company, and present fairlfitfancial condition of Seller at the dates of
such statements and the results of its
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operations for the periods covered thereby (sulijettite absence of footnotes and normal year-ejugiadents in the case of the unaudited
financial statements).

2.8 TAXES.

(a) Seller (including any predecessor thereto)daéd all material federal, state, local, foreigrotimer taxes, including, without limitation,
income taxes, estimated taxes, excise taxes, tsales, use taxes, gross receipts taxes, franchiss,temployment and payroll related taxes,
withholding taxes, stamp taxes, transfer and ptyggaxes, or other tax of any kind whatsoever, Wwhebr not measured in whole or in par
net income, including any interest, penalty, oritioid thereto, whether disputed or not (collectiy€llaxes") required to be paid by it through
the date hereof.

(b) All material Taxes and other assessments aneslethat Seller is required to withhold or cotleave been withheld and collected and |
been paid over to the proper governmental autlesnitinen due. Schedule 2.8(b) lists each stateher ptrisdiction with respect to which
Seller withholds or collects sales or use taxes.

(c) To Seller's knowledge, Seller (including anggecessor thereto) has, in accordance with appgital, timely and properly filed all
federal, state, local and foreign tax returns, @@tions, reports, claims for refund, informatieturns or statements relating to Taxes
(collectively, "Tax Returns") required to be filbg it through the date hereof. All such Tax Retumese correct and complete in all material
respects. Seller is not currently the beneficidrsiry extension of time within which to file any X Return.

(d) Neither the Internal Revenue Service nor ahgiogovernmental authority has asserted in writindo the knowledge of Seller, is
threatening to assert against Seller any deficiem@jaim for additional Taxes.

(e) Except as set forth in Schedule 2.8(e) attatieeetto, no claim has ever been made in writingrguthority in a jurisdiction where Seller
(including any predecessor thereto) does not file Returns that Seller (including any predecedseneto) is or may be subject to taxation by
that jurisdiction.

(f) Seller has not waived any statute of limitason respect of Taxes or agreed to any extensitimefwith respect to a Tax assessment or
deficiency.

(9) There are no material Claims encumbering arth@fssets of Seller that arose in connection avithfailure (or alleged failure) to pay ¢
Taxes (except where such Claims arise as a mdittawarior to the due date for paying the relaiexes).

(h) Except as set forth on Schedule 2.8(h) attatieeeto, there has never been any audit of anyRE&xrn filed by Seller, no such audit is in
progress and
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Seller has not been notified by any Tax authohigt any such audit is contemplated or pending.
(i) Except as set forth on Schedule 2.8(i), Se#lerot a party to any Tax allocation, Tax sharingimilar agreement.

(j) Except as set forth on Schedule 2.8(j), Sdileeluding any predecessor thereto) (i) is not hasl not been a member of an affiliated group
filing a consolidated federal income Tax Returi),does not have any liability for the Taxes of alger Person under Treasury Regulations
Section 1.1502-6 (or any similar provision of stédeal or foreign law), and (iii) does not haveydiability for the Taxes of any other Person

as a transferee or successor, by contract, orveiger

(k) Seller is not a United States real propertydimg corporation within the meaning of the Code.

() Seller has elected to be treated as a qualffidithapter S subsidiary of Stockholder pursuahtteznal Revenue Code Section 1361(b)(3)
(A) and as a result is treated as a division otlgtolder for federal and state income tax retuingirequirements. "Tax Returns" as used in
this Section 2.8 shall not include any income &tams filed by Stockholder or Founder which inéudporting of information for Seller as a
result of making the qualified subchapter S electio

2.9 ACCOUNTS RECEIVABLE; ACCOUNTS PAYABLE; INVENTOR.

(a) All of the accounts receivable of Seller (irdihg, without limitation, the Accounts Receivabledre incurred in the ordinary course of
business of Seller and are or will be at the Clpsialid and enforceable claims, subject to no $eto€ounterclaim and, except to the extet
any reserve for bad debts disclosed in the FinhBt#ements, are collectible in accordance wittirtterms. Seller has no accounts or loans
receivable from any person, firm or corporation ethis affiliated with Seller or from any directafficer or employee of Seller, except as
disclosed on Schedule 2.9(a). Based on Selletaritial operating results, any reserve reflectefetler's Financial Statements is adequate to
account for any Accounts Receivable which may lagewritten off.

(b) Except as set forth on Schedule 2.9(b), albants payable of Seller arose in bona fide armigtletransactions in the ordinary course of
business and no such account payable or note maigatiélinquent by more than thirty (30) days snpayment. Since December 31, 2002,
Seller has paid its accounts payable in the orginaurse of its business and in a manner consigtigimits past practices.

(c) All of Seller's inventory items are of a quglétnd quantity salable in the ordinary course ®bitsiness. The values of the inventories s
in the Base Balance Sheet reflect the normal irorgntaluation policies of Seller and were
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determined in accordance with GAAP applied conststeduring the periods covered thereby. Since Déwr 31, 2002, no inventory items
have been sold or disposed of except through satbée ordinary course of business.

2.10 ABSENCE OF UNDISCLOSED LIABILITIES. Except ast forth on Schedule 2.10 or incurred as a redult arising out of the
transactions contemplated by this Agreement, Sdbles not have any liability or obligation of amsture, whether accrued, absolute,
contingent or otherwise, asserted or unassertedykmor unknown, in any case which has, or is reallyrlikely to have, a Material Adverse
Effect. Except as set forth on Schedule 2.10, Skl not assumed, guaranteed, endorsed or otledrat®me directly or contingently liable
on or for any indebtedness of any other person.

2.11 ABSENCE OF CERTAIN DEVELOPMENTS. Since DecemB&, 2002, except as set forth on Schedule 2tatled hereto, Seller has
conducted its business only in the ordinary coamsesistent with past practice and there has been:

(a) no material adverse change in the conditioraffcial or otherwise) of Seller or in the assédilities, business or prospects of Seller;

(b) with respect to any third parties who are néiliates of Seller, no waiver of any valuable rigif Seller or cancellation of any material
debt or claim held by Seller;

(c) no increase in the compensation paid or payabéay officer, director, employee or agent ofi@elbther than normal merit increases
made in the ordinary course of business consistéghtSeller's past practices;

(d) no loss, destruction or damage to any propar§eller, whether or not insured, having an effe@xcess of $25,000 in the aggregate;

(e) no labor dispute involving Seller and no chaimge personnel of Seller or the terms and caoabtof their employment other than in the
ordinary course of business;

(f) no acquisition or disposition of any assetsdoy contract or arrangement therefore), including Seller Intellectual Property Assets, nor
any other transaction by Seller, in each case dltzer for fair value in the ordinary course of mgsis;

(9) no change in accounting methods or practice&ediér, including any changes in its revenue raitam or accrual and reserve policies and
practices;

(h) no reduction in any accrued expenses or otfieilities, except for payments related to theiligbfor which the accrual was originally
established;
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(i) other than with respect to any purchase ordeamendment or termination of any contract oeagrent to which Seller is a party or by
which it is bound which is expected or estimatedegult, or actually results, in a loss of reventeeSeller in excess of $25,000;

() no commitment (contingent or otherwise) to dy af the foregoing.
2.12 INTELLECTUAL PROPERTY.

(a) Schedule 2.12(a) contains a complete and aeclistof all Patents owned by Seller or otherwised in the Business ("Seller Patents"),
Marks owned by Seller or otherwise used in the Bess ("Seller Marks") and Copyrights owned by $ealteotherwise used in and, in either
case, material to Seller's business ("Seller Cghysl'). Except as set forth on Schedule 2.12(a):

(i) Seller exclusively owns or possesses adequateaforceable rights to use, without paymenttiiral party, all of the Intellectual Property
Assets necessary for the operation of its busidessand clear of all Claims;

(i) All Seller Patents, Seller Marks and Sellerp@dghts which are issued by or registered withaglicable, the U.S. Patent and Trademark
Office, the U.S. Copyright Office or in any similaffice or agency anywhere in the world are cutyeimt compliance with formal legal
requirements (including without limitation, as appble, payment of filing, examination and maintecefees, proofs of working or use,
timely post-registration filing of affidavits of asand incontestability and renewal applicationg) are valid and enforceable;

(iii) There are no pending, or, to the knowledg&efler, threatened claims against Seller or ariigsa@mployees alleging that any of the S¢
Intellectual Property Assets or the Seller's bussnanfringes or conflicts with the rights of othemder any Intellectual Property Assets
("Third Party Rights");

(iv) Neither Seller's business nor any Seller latgbal Property Asset infringes or conflicts wéthy Third Party Right;

(v) Seller has not received any communicationgailgthat Seller has violated or, by conductingitsiness, would violate any Third Party
Rights or that any of the Seller Intellectual Pmtpé\ssets is invalid or unenforceable;

(vi) No current or former employee or consultanSeller owns any rights in or to any of the Selifeellectual Property Assets;
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(vii) Seller is not aware of any violation or infgement by a third party of any of the Seller lletetual Property Assets;

(viii) Seller has taken reasonable security measta@rotect the secrecy, confidentiality and valfiell Trade Secrets used in its business
"Seller Trade Secrets").

(b) Schedule 2.12(b) contains a complete and atlishof all third party-software used in Sekaousiness, whether or not the license for
such software is in the name of Seller. Excepeasosth on Schedule 2.12(b), Seller's use of amch software does not violate the rights of
any third party or the terms of the applicablenses.

2.13 CERTAIN CONTRACTS AND ARRANGEMENTS. Except st forth in Schedule
2.13 (with true and correct copies provided to Bly8eller is not a party or subject to or bound by

(a) any contracts or agreements (i) involving a&pbal commitment or payment by Seller to anothensBn or group of affiliated Persons in
excess of $25,000 in the aggregate in any yedii) avhich are otherwise material and not entergd in the ordinary course of business;

(b) any contract, lease or agreement which is antelable by Seller without penalty on no more thizety (90) days notice;

(c) any contract containing covenants directly xplieitly limiting in any material respect the fréem of Seller to compete in any line of
business or with any person or entity;

(d) any contract or agreement relating to the koagp, distribution, development, purchase, sakeeovicing of its products except in the
ordinary course of business;

(e) any indenture, mortgage, promissory note, bigneement, guaranty or other agreement or commitfaeborrowing or any pledge or
security arrangement;

(f) any employment contracts, noncompetition agremisior other agreements with present or formécesH, directors, employees or
stockholders of Seller;

(g) any redemption or purchase agreements reltdi®gller's capital stock or other agreements tiffgor relating to the capital stock of
Seller;

(h) any pension, profit sharing, bonus, retiremeeterance or equity incentive plans;

21



(i) any royalty, dividend or similar arrangemenséd on the revenues or profits of Seller or anyraghor agreement involving fixed price or
fixed volume arrangements;

() any joint venture, partnership, developmensapply agreement;

(k) any acquisition, merger or similar agreement;

() any contract with any governmental entity; or

(m) any other material contract not executed inditténary course of business.

All contracts, agreements, leases and instrument®rth on Schedule 2.13 are valid and are inflrlte and effect and constitute legal, valid
and binding obligations of Seller and, to the kredige of Seller, of the other parties thereto, ardeaforceable in accordance with their
respective terms, except as the enforcement tharapfe limited by applicable bankruptcy, insolwgneorganization, moratorium or simi
laws affecting the rights of creditors and subjeageneral principles of equity. No party to anglsgontract, agreement, lease or instrument
has given notice of its intent, or, to the knowleayd Seller, otherwise threatened, to terminatesaroh contract, agreement, lease or
instrument. Neither Seller nor, to the knowledg&efler, any other party, is in default in comptyinith any provisions of any such contract,
agreement, lease or instrument, and no conditi@vent or fact exists which, with notice, lapsdiie or both, would constitute a default
thereunder on the part of Seller.

2.14 LITIGATION. Except as set forth on Schedul&4? there is no litigation or governmental procegdir investigation pending or, to the
knowledge of Seller, threatened, by or againstesell affecting any of Seller's properties or ags@t against any officer, key employee or
stockholder of Seller in his or her capacity ashsmor, to the knowledge of Seller, has there aectlany event nor does there exist any
condition on the basis of which any litigation, peeding or investigation might properly be insgtlitvith, to the knowledge of Seller, any
substantial chance of recovery. Neither Selleramyr officer, key employee or stockholder in hiser capacity as such is, to the knowledge
of Seller, a party to or in default with respecaty order, writ, injunction, decree, ruling or déen of any court, commission, board or other
government agency which may have a Material AdvEf§ect. Schedule 2.14 includes a description biftajation, claims, proceedings or,
the knowledge of Seller, investigations involvingJI8r or any of its officers, directors, key emmesg or stockholders in connection with the
business of Seller occurring, arising or existingimg the past three (3) years.

2.15 COMPLIANCE WITH LAWS.

(a) Seller is, and heretofore has been, in compdiaim all material respects, with all applicaliststes, ordinances, orders, judgments,
decrees, and rules and regulations promulgatedhpyealeral, state, municipal, foreign or other
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governmental authority which apply to Seller othte conduct of its business, and Seller has neived notice of a violation or alleged
violation of any such statute, ordinance, ordde,rar regulation.

(b) Except as set forth on Schedule 2.15 heretobtisiness of Seller as currently conducted doesenaire any permits, licenses,
certifications or registrations by any departmdrgducation or other regulatory authority. All symérmits, licenses, certifications,
registrations and other rights and privileges arkill force and effect and, to the knowledge olle8eno suspension or cancellation of any of
them is threatened, and none of such permits,degrcertifications, registrations or other riginisl privileges will be affected by the
consummation of the transactions contemplated isyA@reement. Except as set forth on Schedule Zé&Ber has never entered into or been
subject to any judgment, consent decree, compliarder or administrative order with respect to asgect of the business, affairs, properties
or assets of Seller or received any request farinétion, notice, demand letter, administrativeuingjor formal or informal complaint or

claim from any regulatory agency with respect tg aspect of the business, affairs, properties setasof Seller.

2.16 INSURANCE COVERAGE. Schedule 2.16 hereto dastan accurate summary of the insurance policie®otly maintained by Seller,
including those covering the Purchased Assets. iha®set forth on Schedule 2.16, there are clyreatclaims pending against Seller wh
are covered under any insurance policies currémtiffect and covering the property, business gplegees of Seller, and all premiums due
and payable with respect to the policies maintaime&eller have been paid to date. To the knowled@eller, there is no threatened
termination of any such policies or arrangementseft as set forth on Schedule 2.16 attached heatetimg the past two (2) years there have
been no claims under any of Seller's insuranceigsliwith respect to which coverage has been aqurestj denied or disputed by the
applicable insurer.

2.17 APPROVALS. Schedule 2.17 lists all permitl{iding certificates of occupancy), registratidicenses, franchises, certifications and
other approvals (collectively, the "Approvals") vagd from federal, state or local authorities ider for Seller to conduct its business or own
or use the Purchased Assets. Except as set foificloedule 2.17, Seller has obtained all such A@dsowhich are valid and in full force and
effect, and is operating in compliance, in all mialerespects, therewith. Such Approvals includg,dre not limited to, those required under
federal, state or local statutes, ordinances, srdequirements, rules, regulations, or laws pairtgito environmental protection, public health
and safety, worker health and safety, buildingghtiays or zoning. Except as disclosed in Scheddlg, 2ll such Approvals will be available
and assigned to Buyer and remain in full force effieict upon Buyer's purchase of the Purchased s\dseaddition, no governmental, fire,
life, safety or other inspection is required in geation with the transfer of the Leased Real Prgper

2.18 EMPLOYEE BENEFIT PROGRAMS; ERISA. Except asfeeth on Schedule 2.18 attached hereto, Selles dmt have in effect any
employment agreements, consulting agreements,rddfeompensation, pension or retirement agreencer@sangements, bonus, severance,
incentive or profit-sharing plans or arrangemeatsabor or collective bargaining
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agreements, written or oral. To the knowledge die§anone of Seller's key employees presentlynidseto terminate his or her employment.
Seller is in compliance, in all material respeuth all applicable laws and regulations relatindabor, employment, fair employment
practices, terms and conditions of employment,waages and hours. Except as set forth on SchedlBea2tached hereto, upon terminatiol
the employment of any employees, Seller will nobbigated to provide advance notice of terminatbemployment or be liable to any st
employees for so-called "severance pay" or retiesdth benefits. Seller is in compliance, in altenil respects, with the terms of all
employee benefit plans, programs and agreementsp{tee Plans"), including, without limitation, $®plans, programs and agreements
listed on Schedule 2.18 attached hereto, and emthEmployee Plan is in compliance, in all mate®aspects, with all of the requirements
and provisions of the Employee Retirement IncomesuBty Act of 1974, as amended ("ERISA"), and tte€ and, except as set forth on
Schedule 2.18 attached hereto, is terminable inligeretion of Seller without liability to Sellepan or following such termination. No such
plan or program has engaged in any non-exempt Ilgitet transaction" as defined in Section 406 of&Ror Section 4975 of the Code or
has incurred any "accumulated funding deficiensytafined in Section 302 of ERISA, nor has any rigide event as defined in Section
4043(b) of ERISA occurred with respect to any spiam or program. Seller has never maintained, sgredsor contributed to any plan which
is subject to Title IV of ERISA or

Section 412 of the Code. At no time has Sellerriouted to or been obligated to contribute to amylti-employer plan” as defined in Sect
3(37) of ERISA. With respect to each Employee P&irequired filings, including all filings requd to be made with the United States
Department of Labor and Internal Revenue Serviaeelbeen timely filed. Each Employee Plan thatiiess intended to qualify under
Section 401(a) of the Code has received a favokdtiermination or approval letter from the IRS &ad, in fact, been so qualified from the
effective date of such Employee Plan through thesi@y Date. Each Employee Plan has complied, imatkrial respects, with the applicable
notification and other applicable requirementshaf Consolidated Omnibus Budget Reconciliation Act385.

2.19 ENVIRONMENTAL MATTERS. No hazardous waste, stémce or material, and no oil, petroleum, petmlguoduct, asbestos, toxic
substance, pollutant or contaminant, all as deflmednd regulated under applicable federal or $tate or regulations (collectively,
"Hazardous Material"), has been generated, trateghoused, handled, processed, disposed, stoteghted by Seller on the Leased Real
Property, except in compliance, in all materiapets, with all applicable federal or state laws eggulations. No Hazardous Material has
been spilled, released, discharged, or disposeat tfansported by Seller from, the Leased Regb&hty except in compliance, in all material
respects, with all applicable federal or state lawd regulations, and to the knowledge of Selletiazardous Material is present in, on, or
under any such property except in compliance,limaterial respects, with all applicable federastate laws and regulations. The operations
and business of Seller is, and at all times has,ireompliance, in all material respects, withagiplicable environmental, health and safety
laws, rules, ordinances, and regulations, andeathjis, registrations and approvals required usdeh laws, rules, ordinances and
regulations. Seller has no knowledge of any presimupresent generation, storage, disposal oreexistof Hazardous Material at the Leased
Real Property, except for de minimis amounts ofemals such as cleaning supplies typically foundraperties similar to the Leased Real
Property. A list of all environmental reports reldtor
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pertaining to the Leased Real Property of whicheBélas knowledge is set forth in Schedule 2.18chtd hereto. Seller has not entered into
any consent decree or administrative order foradi®ged violation of laws relating to Hazardous &f&tl. Seller has not received any written
request for information or a demand letter fronitizen with respect to a violation of laws pertaigito Hazardous Material.

2.20 EMPLOYEES; LABOR MATTERS.

(a) Schedule 2.20(a) hereto contains a true anghletenlist of all managers and employees of, amdultants to, Seller who, individually,
received compensation from Seller for the fiscaryended December 31, 2003, or are scheduled éoveecompensation from Seller for the
fiscal year ending December 31, 2004, in exce$5df00. In each case such Schedule includes thentyob title and aggregate annual
compensation of each such individual.

(b) Seller employs approximately 39 full-time emy#des and 6 part-time employees. Seller is not gdeéint in payments to any of its
employees for any wages, salaries, commissiongjgdssnor other direct compensation for any senpeemrmed for Seller as of the date
hereof or any amounts required to be reimbursedi¢h employees. Except as set forth on Schedulétd).attached hereto, there are no
charges of employment discrimination, wrongful teration, sexual harassment, breaches of exprassplied employment arrangements, or
unfair labor practices, nor are there any strikésydowns, stoppages of work, or any other conderterference with normal operations,
existing, pending or, to the knowledge of Sellereatened against or involving Seller. There argnmvances, complaints or charges that
have been filed against Seller under any dispwelugon procedure (including, but not limited &my proceedings under any dispute
resolution procedure under any collective bargg@igreement) that might have a Material AdversedEfdn Seller or the conduct of Seller's
business and no claim therefore has been ass8aber is, and at all times Seller has been, ina@nce, in all material respects, with the
requirements of the Immigration Reform Control A€t1986. Seller has never implemented any plarsiegpor mass layoff of employees as
those terms are defined in the Worker Adjustmentd®eng and Notification Act of 1988, as amendadany similar state or local law or
regulation, and no layoffs that could implicatetsisws or regulation are currently contemplated.

2.21 CUSTOMERS AND DISTRIBUTORS. Schedule 2.21 $ettth a true and complete list of each accourgelfer which accounted for
revenues of Seller greater than $25,000 duringotiye fiscal years ended December 31, 2001, 2662803, showing with respect to each
the amount paid by such account to Seller in each fiscal year (the "Customers" and "Distributpre’spectively), it being understood that
Seller shall not be required to provide Buyer with specific names of any such Customer or Didivibuntil Closing. Seller's relationships
with its Customers and Distributors are good conumagéevorking relationships. No Customer or Disttilmuhas provided Seller with written
notice that such Customer or Distributor has alay mr intention to terminate, to cancel or otheewigaterially and adversely
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modify its relationship with Seller or to decreasaterially or limit its usage, purchase or disttibn of the services or products of Seller.

2.22 SUPPLIERS. Schedule 2.22 sets forth a truecanmiplete list of each supplier of Seller who hesvjgled services, supplies or materials
to Seller in an amount in excess of $25,000 duaimg of the fiscal years ended December 31, 20002 20d 2003, showing with respect to
each the name, address and amount paid to sughhyya®eller in each such fiscal year. Seller'sti@hships with its suppliers are good
commercial working relationships, and except asldg®d on Schedule 2.22, within the past twelvetirymo supplier that Seller has paid or
is under contract to pay has canceled, materiatiglified, or otherwise terminated its relationshigphwSeller, nor to the knowledge of Seller,
does any supplier have any plan or intention teuwyp of the foregoing in a manner which would besozably likely to have a Material
Adverse Effect nor has Seller agreed to do anhefdregoing.

2.23 CERTAIN PAYMENTS. Seller has not (except fonh fide advertising, marketing, promotional orrifadle purposes): (a) given,
proposed to give, or agreed to give any materfabgisimilar material benefits to any customer®tirer persons for the purpose of furthering
its business; (b) used any corporate funds or dthnets for contributions, payments, gifts or erggmnent in violation of law; (c) made any
expenditures relating to political activities tovgonment employees, officials or others in violataf any applicable law; (d) established or
maintained any unlawful funds or funds not refldoba the Financial Statements.

2.24 TRANSACTIONS WITH AFFILIATES. Except as settio on Schedule 2.24, there are no loans, leasether agreements or
transactions between Seller and any present orefiostockholder, director, officer or employee ofi&eor to the knowledge of Seller, any
member of such officer's, director's, employea'stackholder's immediate family, or any persontaated by such officer, director,
employee, or stockholder or his or her immediateilfa Except as set forth on Schedule 2.24, nokstolder, director, officer or employee of
Seller, or, to the knowledge of Seller, any of thiespective spouses or family members, owns, ttirec indirectly, on an individual or joint
basis, any interest in, or serves as an officeecthr or manager or in another similar capacityaofy competitor, customer or supplier of
Seller, or any organization which has a materiatiaet or arrangement with Seller.

2.25 NO BROKERS OR FINDERS. No person has or valldy as a result of the transactions contemplateti® Agreement, any right,
interest or claim against or upon Seller for ansnoassion, fee or other compensation as a findéraker because of any act or omission by
Seller.

2.26 DISCLOSURES. Neither this Agreement and tten3action Documents, nor any other agreement, demuon statement made by
Seller and furnished by Seller to Buyer in conr@ttvith the transactions contemplated hereby, cestny untrue statement of a material
fact or omits to state any material fact necesgamnjake the statements contained herein or thamimisleading in the light of the
circumstances in which they were made.
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2.27 INVESTMENT REPRESENTATION.

(a) Each of Seller, Stockholder and Founder isaaaredited investor” as defined in Regulation Deurttle Securities Act of 1933, as
amended (the "Securities Act").

(b) Each of Seller, Stockholder and Founder undeds that the shares of Series C Preferred Stdod issued hereunder have not been
registered under the Securities Act or under tearitées laws of any state or other jurisdictiomamre being offered and issued in reliance
upon exemptions for private offerings, and that H&Qinder no obligation to register such shared,each of Seller, Stockholder and
Founder further understands that Seller is acqyittie shares of Series C Preferred Stock withoagdernished any offering literature or
prospectus other than HCCI's latest reports orrdiliregs as filed with the SEC under the Secusitict and/or the Securities Exchange Ac
1934, as amended (the "Exchange Act").

(c) Each of Seller, Stockholder and Founder remtssthat the shares of Series C Preferred Stobk tesued hereunder to Seller are being
acquired solely for Seller's own account, for inwent and not with a view to or for the resaletribsition, subdivision, or fractionalization
thereof, and Seller has no present plans to emti@iany contract, undertaking, agreement, or agnamegt relating thereto. Each of Seller,
Stockholder and Founder acknowledges and is awatdtte shares of Series C Preferred Stock tosbedshereunder cannot be resold unless
they are registered under the Securities Act amdiftepd under any applicable securities law of atgte or other jurisdiction, or an exemption
from such registration or qualification is availapband further acknowledges that the certificatédemcing the shares of Series C Preferred
Stock shall be issued with an appropriate legeritbegdoregoing effect.

SECTION 3 - REPRESENTATIONS AND WARRANTIES OF FOURR

3.1 MAKING OF REPRESENTATIONS AND WARRANTIES. Asraaterial inducement to Buyer, HCOC and HCCI to eimti this
Agreement and consummate the transactions conteadgiareby, Founder hereby makes to Buyer, HCOQH®dI the representations and
warranties contained in this Section 3.

3.2 AUTHORITY OF FOUNDER.

(a) Founder has full right, capacity, authority groaver to enter into this Agreement and the Tratia®ocuments executed and deliverei
Founder pursuant to this Agreement and to carrfteutransactions contemplated hereby and thereby.

(b) This Agreement and the Transaction Documentstitate, or, when executed and delivered by Foymdé constitute, valid and binding
obligations of
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Founder enforceable in accordance with their teemeept as the enforcement thereof may be limiyeadplicable bankruptcy, insolvency,
reorganization, moratorium or similar laws affegtthe rights of creditors and subject to generalggples of equity. Except as set forth on
Schedule 3.2(b), the execution, delivery and peréorce by Founder of this Agreement and each Tréoad@ocument: (i) do not and will
not violate, conflict with or result in a defaultifether after the giving of notice, lapse of tinmdoth) under any contract or obligation to
which Founder is a party or by which he or his tssaee bound, except for those which would notorakly be expected to have a Material
Adverse Effect, or cause the creation of any Clagon any of the Purchased Assets, (ii) do not aiichat violate, conflict with or result in a
default (whether after the giving of notice, lapééime or both) under, any provision of any laegulation or rule, or any order of, or any
restriction imposed by any court or other governtakagency applicable to Founder, except for tivasieh would not reasonably be expec
to have a Material Adverse Effect, (iii) requirerin Founder any notice to, declaration or filinghwibr consent or approval of any
governmental authority or other third party, or) @ccelerate any obligation under, or give risa t@ht of termination of, any agreement,
permit, license or authorization to which Foundea iparty or by which it is bound.

3.3 BENEFICIAL OWNERSHIP. All outstanding sharescafital stock of Stockholder are held, benefigialhd of record, by Founder.

3.4 CERTAIN AGREEMENTS. Except as set forth on SttHe 3.4, neither Founder, nor his spouse or faméynbers, owns, directly or
indirectly, on an individual or joint basis, anyérest in, or serves as an officer, director or agen or in another similar capacity of, any
competitor, customer or supplier of Seller, or anyanization which has a material contract or areament with Seller.

3.5 NO BROKERS OR FINDERS. No person has or willdhas a result of the transactions contemplatettiisyAgreement, any right,
interest or claim against or upon Founder, Stoakdrobr Seller for any commission, fee or other cengation as a finder or broker becaus
any act or omission by Founder.

SECTION 4 - REPRESENTATIONS AND WARRANTIES OF BUYERCOC AND HCCI

4.1 MAKING OF REPRESENTATIONS AND WARRANTIES. Asmaaterial inducement to Seller to enter into thisefsgnent and
consummate the transactions contemplated herelygrBHCOC and HCCI, jointly and severally, herebgketo Seller the representations
and warranties contained in this Section 4.

4.2 ORGANIZATION. Each of HCCIl and HCOC is a coration duly organized, validly existing and in gastdnding under the laws of
Delaware with full corporate power to own or leé&segproperties and to conduct its business in thamar and in the places where such
properties are owned or leased or such businessducted by it. Buyer is a limited liability
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company duly organized, validly existing and in datanding under the laws of Delaware with fullited liability company power to own or
lease its properties and to conduct its businetiseimanner and in the places where such propameswned or leased or such business is
conducted by it.

4.3 AUTHORITY. Each of HCCI, HCOC and Buyer havd fight, authority and power to enter into thisrégment and each Transaction
Document executed and delivered by it pursuarttisoAgreement and to carry out the transactionseroplated hereby and thereby. The
execution, delivery and performance by each of HEHHQOC and Buyer of this Agreement and each suahdaction Document to which it

a party have been duly authorized by all necessangorate or limited liability company action of @G HCOC and Buyer, respectively, and
no other action on the part of HCCI, HCOC or Buigarequired in connection therewith. This Agreemamd each Transaction Document
executed and delivered by HCCI, HCOC or Buyer pamsto this Agreement constitute, or when execatatidelivered will constitute, valid
and binding obligations of HCCI, HCOC or Buyer,agplicable, enforceable in accordance with themge except as the enforcement the
may be limited by applicable bankruptcy, insolven@prganization, moratorium or similar laws affiegtthe rights of creditors and subject to
general principles of equity. Except as set foritbehedule 4.3 hereto, the execution, deliverymartbrmance by HCCI, HCOC and Buye
this Agreement and each such Transaction Document:

(a) do not and will not violate any provision o&thespective certificates of incorporation or bydaa HCCI and HCOC, or the certificate of
formation or operating agreement of Buyer;

(b) do not and will not violate any laws of the téal States or of any state or any other jurisdictipplicable to HCCI, HCOC or Buyer or
require HCCI, HCOC or Buyer to obtain any approeahsent or waiver of, or make any filing with, gmgrson or entity (governmental or
otherwise) which has not been obtained or made; and

(c) do not and will not result in a breach of, ditnge a default under, accelerate any obligatiodeu, or give rise to a right of termination of
any indenture, loan or credit agreement, or angraglgreement, mortgage, lease, permit, order, jedgjor decree to which HCCI, HCOC or
Buyer is a party and which is material to the besgand financial condition of Buyer and its pasent affiliated organizations on a
consolidated basis.

4.4 NO BROKERS OR FINDERS. Except as set forth oheSlule 4.4, none of HCCI, HCOC or Buyer has iretior become liable for any
broker's commission or finder's fee relating tanoconnection with the transactions contemplatethisy Agreement.

4.5 SHARES. The shares of Series C Preferred Stobk issued to Seller pursuant to this Agreemdhbe;, when issued and delivered to
Seller in accordance with this Agreement, duly atited, validly issued, fully paid and non-asseksahd free and clear of any Claims,
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subject to the restrictions imposed herein or leyagreements contemplated hereby, on the ceréfaratertificates therefor, or by the
Securities Act or other applicable securities laws.

4.6 SEC FILINGS; HCCI FINANCIAL STATEMENTS.

(a) HCCI has filed a Registration Statement on F8rhunder the Securities Act, which has becomectife, and has timely filed all forms,
reports, and documents required to be filed by H®ith the SEC since the date of the effectivenéssioh registration statement, if any
(collectively the "HCCI SEC Reports"). As of theaispective filing dates, the HCCI SEC Reportsgimplied in all material respects with the
requirements of the Securities Act or the Exchaigle as the case may be, and the rules and regusatif the SEC thereunder applicable to
such HCCI SEC Reports, and (ii) did not at the tthrey were filed (or if amended or superseded filyjng prior to the date of this
Agreement, then on the date of such filing) contaiy untrue statement of a material fact or omg#itéde a material fact necessary in order to
make the statements therein, in the light of theuohstances under which they were made, not misigad

(b) Each of the consolidated financial statemehtd@CI (including, in each case, the notes thergtduded in the HCCI SEC reports (i) was
prepared in accordance with GAAP applied on a ebast basis throughout the periods indicated (eb@®pnay be indicated in the notes
thereto or, in the case of unaudited statementsiagsbe permitted by the SEC); and (ii) fairly peted in all material respects the
consolidated financial position of HCCI and its sidliaries as at the respective dates thereof andahsolidated results of HCCI and its
subsidiaries' operations and cash flows for thégsrindicated (subject, in the case of unauditeahicial statements, to normal audit
adjustments).

4.7 CAPITALIZATION. The authorized capital stock |CCI consists of 30,000,000 shares of common st®€l01 par value per share,
30,000 shares of Series A Preferred Stock, paevilo0l per share, 6,000,000 shares of Series Br3&neferred Stock, par value $.001 per
share, and 3,970,000 shares of undesignated meéfstock, par value $.001 per share. Followingtimsummation of the transactions
contemplated hereby, the authorized capital std¢kGCI will also consist of 3,500 shares of thei€&IC Preferred Stock, which shall be
designated from the available shares of undesigmatferred stock. HCOC owns all of the outstandiqgity interests of Buyer and HCCI
owns all of the outstanding capital stock of HCOC.

4.8 LITIGATION. There is no action, suit or procésgl pending or, to the knowledge of HCCI, HCOC atyBr, threatened against HCCI,
HCOC or Buyer which would prevent or hinder the sammation of the transactions contemplated byAbieement.
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SECTION 5 - INTERIM COVENANTS OF SELLER, STOCKHOLMBEAND FOUNDER
Seller, Stockholder and Founder, jointly and selygrereby make the covenants and agreementsihbtifi this Section 5.

5.1 CONDUCT OF BUSINESS. Between the date of ttgse®@ment and the Closing Date (the "Interim Pejio8&ller shall, and Stockhold
and Founder shall cause Seller to:

(&) conduct its business only in the ordinary cewsnsistent with its past practices, includinchwéspect to the collection of accounts
receivable, accounting practices, and the maintsahits relationships with employees, sales mgmttives, Customers, Distributors and
Suppliers;

(b) use its best commercial efforts to preservbiutsness, including, without limitation, by seinig all Customer needs, maintaining the g
will of Customers, Distributors, Suppliers, and doypes, and performing all maintenance and repairthe Purchased Assets that are
required or are customary for the continued opemnadf its business;

(c) not enter into any transaction other than andhdinary course of business consistent with pasttices, or any transaction that is not at
arm's length with Persons who are Affiliates ofi&elStockholder or Founder, and otherwise not takeactions or effect any changes wh
if taken or effected prior to the date hereof, vadbludve been required to be disclosed on Schedldehzreof; and

(d) maintain its overall product development andketng efforts at dollar amounts phased consibtewth 2003 levels.
5.2 ACCESS TO BOOKS AND RECORDS; ACCESS TO EMPLOYEE

(a) At all reasonable times during the Interim BériSeller shall permit Buyer and its authorizgatesentatives to have full access to (i) all of
Seller's assets, properties, books, accountingnéiial and statistical records, corporate recardstracts, and other business files and
information as Buyer may from time to time reasdpabquest, including, without limitation, the Mating Data, and (ii) all of Seller's
employees and independent contractors, and wileeauch employees and independent contractoroperate fully with Buyer in

connection with Buyer's due diligence review ofl&ehnd its business.

(b) In connection with the access provided to Buyster Section 5.2(a) above, Buyer acknowledgesgneks that such access shall be
provided by Seller in a manner that will not unddigrupt Seller's business.

5.3 NOTICE OF DEFAULT. During the Interim Periodpmptly upon the occurrence of, or promptly upofie8eStockholder or Founder
becoming aware of the impending or threatened oenuae of, any event which would cause or constiubeeach, or would have caused or

31



constituted a breach had such event occurred or kemvn to Seller prior to the date hereof, of ahthe representations, warranties or
covenants of Seller, Stockholder or Founder cortain or referred to in this Agreement or in anyibit or Schedule referred to herein,
Seller, Stockholder or Founder shall give detaileitten notice thereof to Buyer.

5.4 CONSUMMATION OF AGREEMENT; CONSENTS. During th&erim Period, each of Seller, Stockholder andrieter shall use its
best commercial efforts to perform and fulfill adnditions and obligations to be performed andlfetf under this Agreement by it, to the €
that the transactions contemplated by this Agreesieall be fully carried out. In this regard, eadtSeller, Stockholder and Founder will use
its best commercial efforts to obtain, prior to @lesing, all Approvals and other authorizationsjwers and consents, if any, necessary to
permit the consummation of the transactions conlateg by this Agreement, including, without limitat, the consent of (a) each landlord or
lessor under any lease to be assumed by Buyerrdoein connection with its assignment from SeteBuyer, and (b) the consent of each
other party to any Acquired Contract to be assigneBluyer by Seller hereunder, to the extent aeonis required by the terms thereof.

5.5 FINANCIAL INFORMATION.

(a) Seller will cause to be prepared and delivéoeBuyer unaudited financial statements for Sallbdsiness for the month ended February
29, 2004 and for each additional full monthly pdremding prior to the Closing Date, as soon as lieepme available. Seller will prepare
each of the additional monthly financial statememts basis consistent with the unaudited monihnicial information attached to Sched
2.7(a).

(b) Seller will cause to be prepared and deliveoeld CCI statements of income, stockholder's equigficit) and cash flows for Seller for the
three-month period ended March 31, 2003, the sirtmperiod ended June 30, 2003 and the nine-marthgended September 30, 2003
(the "2003 Quarterly Statements"), such statemnterite reviewed by McGladrey & Pullen LLP, Sellexstified public accountants, in
accordance with Statement on Auditing StandardsS{9%o. 100, Interim Financial Information.

(c) Seller will cause to be furnished to HCCI adefrom McGladrey & Pullen LLP agreeing to provigeHCCI, upon request, a consent to
the inclusion of its opinion regarding Seller'saicial Statements in any registration statementteer report to be filed by HCCI or its
subsidiaries with the SEC for so long as such aeonmay be required under the rules and reguatibthe SEC.

5.6 LEASED REAL PROPERTY.

(a) Seller shall maintain the Leased Real Progartige same condition as the same is in as of dite af this Agreement, subject only to
reasonable
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use and wear, and shall maintain in force fire exténded coverage casualty insurance on the LésadProperty; and

(b) Seller shall not (i) enter into any leasesctffey the Leased Real Property or any portion thfe @) modify, amend, cancel, terminate,
extend or change the terms of the Office Leaséiipapply any security deposit currently heldaifiy, in each case without the prior written
consent of Buyer.

5.7 COOPERATION OF SELLER. Each of Seller, Stockleoland Founder shall cooperate with all reasonaojeests of Buyer and Buyer's
counsel in connection with the consummation oftthasactions contemplated hereby, and shall ube#iscommercial efforts to perform and
fulfill all conditions and obligations to be perfoed and fulfilled under this Agreement by it, te #nd that the transactions contemplated by
this Agreement shall be fully carried out.

5.8 NO SOLICITATION OF OTHER OFFERS. From the datexecution hereof through the earlier of the @lgate or termination of
this Agreement pursuant to Section 9.1, neithdegebtockholder, Founder nor any of their repréatares, will, directly or indirectly,
through any officer, director, representative,l@tffé or agent, (a) solicit, initiate, encourageassist in the submission of any inquiries,
proposals or offers from any corporation, partnigrgberson or other entity or group relating to &myn of recapitalization transaction
involving Seller or any sale (whether of assetstock), merger, consolidation, business combinaspm-off, liquidation or similar
transaction involving Seller (each an "Acquisiti®roposal”); (b) participate in any discussion ggat@&tion regarding an Acquisition Propc
or furnish to any person or entity any informatamncerning Seller, the fact that Seller is engagetiscussions with Buyer, HCOC and
HCCI, or the transaction contemplated hereby; pot{lecerwise cooperate in any way with, or assigiaticipate in, facilitate or encourage .
effort or attempt by any other person to make ¢erimto an Acquisition Proposal.

5.9 CONFIDENTIALITY. Seller, Stockholder and Foum@gree that, unless and until the Closing has beasummated, it and its officers,
directors, agents, and representatives will holstiict confidence, and will not use, any confidaindr proprietary data or information
obtained from Buyer, HCOC or HCCI with respect tayBr's, HCOC's or HCCI's business or financial diord except for the purpose of
evaluating, negotiating, and completing the tratisas contemplated hereby. Information which (aglieady in Seller's, Stockholder's or
Founder's possession, provided that such informagioot known by Seller, Stockholder or Foundebbecsubject to another confidentiality
agreement with Buyer, HCOC or HCCI or other obligiatof secrecy, (b) becomes generally availabkhéopublic other than as a result of a
disclosure by Seller, Stockholder or Founder, pbéromes available to Seller, Stockholder or Feund a non-confidential basis from a
source other than Buyer, HCOC or HCCI, provided sueh source is not known by Seller, Stockholddfaunder to be bound by a
confidentiality agreement with Buyer, HCOC or HGfElother obligation of secrecy, shall not be deenwdidential or proprietary
information for purposes of this Section. If thartsaction contemplated by this Agreement is noseemmated, Seller, Stockholder and
Founder will return to Buyer, HCOC and HCCI (ortdgrthat it has destroyed) all copies of such datd information, including, but not
limited to, financial information, customer listajsiness and
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corporate records, worksheets, test reports, taxn® lists, memoranda, and other documents pedday or made available to such parties in
connection with the transactions contemplated herielthe event this Agreement is terminated punst@ Section 9.1 hereof, Seller's,
Stockholder's and Founder's obligation of configgity and non-use with respect to such informatdémuyer, HCOC and HCCI shall expire
and be of no further force and effect on the ddikvis the later of the first anniversary of teeniination of this Agreement or December
2005.

5.10 RELATIONSHIP WITH ZAPS LEARNING COMPANY. SelleStockholder and Founder hereby agree that pitre Closing Date:

(a) Seller will take all necessary steps to remall/eeferences to ZAPS Learning Company, an lowaa@ation ("ZAPS"), in its marketing
literature, as and to the extent such marketimgdttire is revised and reprinted prior to such;date

(b) Seller will remove all references to the ACTHE@®AT from all web sites to be transferred to Buygon the Closing;

(c) Stockholder and Owner will cause ZAPS to pusehfaom Seller all inventory held by Seller coriaigiof ACT and SAT materials, at
Seller's cost, and to remove such inventory froenpitemises occupied by Seller, other than an anmafisuch inventory reasonably believed
by Seller to be necessary for Buyer to fulfill orsléherefor during the Transition Period (as defilreSection 10.8) (the "Remaining
Inventory");

(d) Seller will provide to ZAPS relevant informaticoncerning the history and details of any spe&fCT or SAT marketing efforts,
including copies of any mailing lists used speaific for any such ACT or SAT marketing efforts; and

(e) Seller will terminate its existing agreementhwZ APS, such termination to be effective as of@hasing Date.
SECTION 6 - INTERIM COVENANTS OF BUYER, HCOC AND HT
Buyer, HCOC and HCCI, jointly and severally, herebgke the covenants and agreements set forthsirstgtion 6.

6.1 ACCESS TO INFORMATION AND MANAGEMENT. HCCI wilmake available to Seller (if not otherwise reastynaccessible via
EDGAR) all HCCI SEC Reports and, subject to appliedaw, will make appropriate senior executivesil@ble to discuss such registration
statements and reports with Seller and Stockhald#heir designee as reasonably requested.

6.2 NOTICE OF DEFAULT. During the Interim Periodpmptly upon the occurrence of, or promptly upory&yHCOC or HCCI becoming
aware of the impending or threatened occurrencanyf,event which would cause or constitute a breaictvould have caused or
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constituted a breach had such event occurred or kemvn to Buyer, HCOC or HCCI prior to the datedud, of any of the representations,
warranties or covenants of Buyer, HCOC or HCCI aomgd in or referred to in this Agreement or in &xibit or Schedule referred to
herein, Buyer, HCOC or HCCI shall give detailedtten notice thereof to Seller.

6.3 CONSUMMATION OF AGREEMENT. During the InterimeRod, each of Buyer, HCOC and HCCI shall use déstltommercial efforts
to perform and fulfill all conditions and obligatis to be performed and fulfilled under this Agreetrigy it, to the end that the transactions
contemplated by this Agreement shall be fully eatrout. In this regard, each of Buyer, HCOC and H®IC use its best commercial efforts
to obtain, prior to the Closing, all authorizatipmaivers and consents from their senior lendecesgary to permit the payment of the Cash
Purchase Price.

6.4 CONFIDENTIALITY. Each of Buyer, HCOC and HCGjree that, unless and until the Closing has beaawnmated, it and its officers,
directors, agents, and representatives will holstiict confidence, and will not use, any confidaindr proprietary data or information
obtained from Seller with respect to Seller's besinor financial condition except for the purpoSevaluating, negotiating, and completing
the transactions contemplated hereby. Informatibithv(a) is already in Buyer's, HCOC's or HCCl'sg®ssion, provided that such
information is not known by Buyer, HCOC or HCCIle subject to another confidentiality agreemeni \8i¢ller or other obligation of
secrecy,

(b) becomes generally available to the public othan as a result of a disclosure by Buyer, HCOB®CI, or (c) becomes available to
Buyer, HCOC or HCCI on a non-confidential basigrira source other than Seller, Stockholder or Founlevided that such source is not
known by Buyer, HCOC or HCCI to be bound by a coafitiality agreement with Seller or other obligataf secrecy, shall not be deemed
confidential or proprietary information for purpasef this Section. If the transaction contempldigdhis Agreement is not consummated,
Buyer, HCOC and HCCI will return to Seller (or dfrthat it has destroyed) all copies of such datd information, including, but not limit
to, financial information, customer lists, businassl corporate records, worksheets, test repastsgturns, lists, memoranda, and other
documents prepared by or made available to BuyeQ®& and HCCI in connection with the transactionstemplated hereby. In the event
this Agreement is terminated pursuant to Secti@érh@reof, Buyer's, HCOC's and HCCI's obligatiocarfidentiality and non-use with
respect to such information of Seller shall exjping be of no further force and effect on the ddielwis the later of the first anniversary of
the termination of this Agreement or December ZB52

SECTION 7 - CLOSING CONDITIONS

7.1 CONDITIONS TO THE OBLIGATIONS OF BUYER, HCOC ANHCCI. The obligations of Buyer, HCOC or HCCI undeis
Agreement are subject to the fulfillment (or thewea by Buyer), prior to or on the Closing Date tloé following conditions:

(a) Representations; Warranties; Covenants. Eatiieaepresentations and warranties of Seller kdtmder and Founder shall be true and
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correct in all material respects (except as tosrgh representations and warranties that are gpahbf/ "materiality,” "Material Adverse
Effect," to the "knowledge" of a party, or wordssifnilar import, which representations and warestafter giving effect to any such
qualifications, shall be true and correct in afigects) on and as of the Closing Date as thougingim and as of such date; and Seller,
Stockholder and Founder shall, on or before thei@tpDate, have performed all of their respectibligations hereunder that by the terms
hereof are to be performed on or before the CloBiatg.

(b) Material Adverse Change. Since the executioih@fAgreement, there shall have occurred no nahigdiverse change in the condition
(financial or other) of the Purchased Assets ombilginess, goodwill or business prospects repredehereby.

(c) Approvals. All Approvals listed on Schedule 24ghall have been transferred to Buyer (to thengsttansferable) and Buyer shall have
obtained all Approvals necessary to operate thénBas.

(d) No Litigation. No judgment, injunction, order decree enjoining or prohibiting any of the patie this Agreement or any of the
agreements, documents and instruments contempiatetly, from consummating the transactions conteteglhereby or thereby, shall have
been entered and no suit, action or proceeding lsbglending or threatened at any time prior torothe date of the Closing before or by any
court or governmental body seeking to restrainrohipit, or seeking material damages or other nelteglief in connection with, the
execution and delivery of this Agreement or anyhef agreements, documents and instruments contediareby, or the consummation of
the transactions contemplated hereby or therelwharh could reasonably be expected to have an Matkdverse Effect on Seller, on the
one hand, or Buyer, HCOC and HCCI, on the othedhbmthe context of this section, upon the ClosiBgyer waives any claim(s) it may
have, whether or not previously articulated, age#edler, Stockholder, Founder or any AffiliateSller, Stockholder or Founder, with
respect to any matters involving Buyer that arfetison Schedule 2.14 hereto.

(e) Completion of Due Diligence Investigation. BuyldCOC and HCCI shall have received access tinflemation, employees and
independent contractors described in Section So2ebufficient to complete its due diligence inigestion of Seller, the results of such
investigation to be satisfactory to Buyer, HCOC &@IClI in their sole discretion.

(f) Consents and Release of Claims.

(i) Seller shall have made all filings with andifioations of governmental authorities, regulatagencies and other entities required to be
made by Seller in connection with the execution @gelivery of this Agreement, the performance oftiamsactions contemplated hereby and
the continued operation of the business of SelfeBiyer subsequent to the Closing.
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(i) Seller and Buyer shall have received all auittations, waivers, consents and permits, in fonh substance reasonably satisfactory to
Buyer, from all third parties, including, withourrlitation, (A) applicable governmental authoritiéB) regulatory agencies, (C) landlords and
lessors, (D) lenders, and (E) contract partieqjired to permit the continuation of the businesSeller as currently conducted, the transfer of
the Purchased Assets and the consummation ofahsatctions contemplated by this Agreement.

(iiif) All Claims encumbering the Purchased Assétalishave been released to the satisfaction of Bugyeept for Claims in connection with
liabilities specifically assumed pursuant to Settla3.

(9) Closing Deliverables. At the Closing, Buyer Ithave received the following:
(i) Certificates.

(A) A certificate executed by Seller's chief ex@oriofficer, on behalf of Seller, Stockholder'safhexecutive officer, on behalf of
Stockholder, and Founder, dated as of the Closatg,xertifying to Buyer, HCOC and HCCI that thatsinents set forth in Section 7.1(a)
and (b) are true and correct as of the Closing.

(B) A certificate executed by Seller's secretarypehalf of Seller, dated as of the Closing Dagetifying to Buyer, HCOC and HCCI that (1)
the resolutions by which the corporate action @ngért of Seller, Stockholder and their respectteekholders necessary to approve this
Agreement and the transactions contemplated heveby taken and that the copies of the text of sesblutions are true, correct and
complete copies of such resolutions and that sesblutions were duly adopted and have not been dadeor rescinded, and (2) that the
copies of the articles of incorporation and bylafSeller provided to Buyer are true and corregties thereof and that such documents have
not been amended and are in full force and effecf ahe Closing.

(C) A certificate issued by (1) the Secretary @it8wof the State of lowa certifying that Seller feggl existence and is in good standing (or
comparable concept), and

(i) the Secretary of State of each jurisdictiomihich each of Seller has qualified (or is requitethe so qualified) to do business in such
jurisdiction certifying that Seller is duly quakfi to do business and is in good standing (or coayEconcept) as a foreign corporatiol
such jurisdiction.

(if) Indemnification Escrow Agreement. The Indenication Escrow Agreement, executed by Seller, Stolder and the Escrow Agent.
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(iiif) Transfer of Purchased Assets. Good and sigfficinstruments of transfer transferring to Bugegany of its designees all of its right, title
and interest in all the Purchased Assets, inclydintpout limitation, (1) a bill of sale and instnent of general assignment of contracts and
leases in the form of Exhibit D hereto, and (2)hsather instruments (to be prepared by Buyer) aeBdeems necessary for the proper
transfer to Buyer of all registered Seller Intetled Property Assets and domain names, in eachecasmited by Seller and Stockholder, as
appropriate.

(iv) Consulting Agreement. A consulting agreeménthe form of Exhibit E hereto, executed by DosgRaul (the "Consulting Agreement").

(v) Financial Information. The 2003 Quarterly Stagnts reviewed by McGladrey & Pullen LLP in accorcawith Statement on Auditing
Standards No. 100, Interim Financial Information.

(vi) Accountants Consent. A letter from McGladreyP&llen LLP agreeing to provide to HCCI, upon resfua consent to the inclusion of its
opinion regarding Seller's Financial Statementnin registration statement or other report to leel foy HCCI or its subsidiaries with the S
for so long as such a consent may be required thdeaules and regulations of the SEC.

(vii) Employee Agreements. Employee non-solicitaftmnfidentiality agreements, in the form of Exhibihereto, executed by each of the
persons named on Schedule 7.1(g)(vii) hereto.

(viii) Legal Opinion. A legal opinion from MeardoBueppel & Downer, PLC, counsel to Seller, Stoctaobnd Founder, in substantially the
form of Exhibit G hereto.

(ix) UCC Terminations. UCC-3 termination statemeasviding for the release and termination of ddi@s on the Purchased Assets.

(x) Landlord Consent. In connection with the asstiompof the Office Lease, a document evidencingl@énellord's consent to the assignment
of the Office Lease to Buyer.

(xi) Proof of Legal Name. Delivery of proof of filg of the legal name change of Seller with the I@garetary of State.

(xii) Termination of Certain Contracts. Delivery @fidence satisfactory to Buyer of the terminatifl) the agreement between Seller and
ArtView, Inc. referred to on Schedule 2.24, and
(2) the agreement between Seller and ZAPS reféored Schedule 2.24 and in Section 5.10.
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(xiii) Conditional Assignment to Lenders. A conséaim Seller, Stockholder and Founder (to be preggand delivered by Buyer) to the
conditional assignment by HCCI, HCOC and Buyer @Q€'s senior lenders, as collateral to securef /liGOC's and its subsidiaries
indebtedness, obligations and liabilities to sumhiar lenders, of all of HCCI's, HCOC's and Buyegsts, title and interest in, to and under
this Agreement (together with all claims, moniéghts, powers, privileges, remedies, options, diégpasd benefits of each of them hereur
including, without limitation, all indemnity claimsereunder, together with full power and autharityhe name of HCCI, HCOC and Buyel
enforce, collect, receive or receipt for any of thieegoing).

(h) Other Documentation. Any other supporting doeuts, certificates or instruments as are reasonafjlyested by Buyer.

7.2 CONDITIONS TO OBLIGATIONS OF SELLER. Seller'blmations under this Agreement are subject tafuifdiment (or waiver by
Seller), prior to or at the Closing, of the followi conditions:

(a) Representations, Warranties, Covenants. Eattteakpresentations and warranties of Buyer, HG@@CHCCI shall be true and correct in
all material respects (except as to any such reptasons and warranties that are qualified by &mality," "Material Adverse Effect," to the
"knowledge" of a party, or words of similar impaosthich representations and warranties, after gieiffigct to such qualifications, shall be t
and correct in all respects) on and as of the @ipBiate as though made on and as of such dat&waret shall have performed all of its
obligations hereunder which by the terms hereot@tee performed on or before the Closing Date.

(b) Consideration. At the Closing, Buyer shall detfi(i) the Closing Cash Payment to Seller, and:éitificates representing the shares of
Series C Preferred Stock to Seller and to Indewatitin Escrow Agent, all as specified in SectiohHereto.

(c) No Litigation. No judgment, injunction, order decree enjoining or prohibiting any of the partie this Agreement or any of the
agreements, documents and instruments contempiatetly, from consummating the transactions conteteglhereby or thereby, shall have
been entered and no suit, action or proceedind lsbglending or threatened at any time prior torothe date of the Closing before or by any
court or governmental body seeking to restrainrohibit, or seeking material damages or other nedteglief in connection with, the
execution and delivery of this Agreement or anyhef agreements, documents and instruments contediareby, or the consummation of
the transactions contemplated hereby or therelwharh could reasonably be expected to have an Matkdverse Effect on Seller, on the
one hand, or Buyer, HCOC and HCCI, on the othedhan
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(d) Closing Deliverables. At the Closing, Selleaklhave received the following:
(i) Certificates.

(A) A certificate executed on behalf of Buyer, HC@d HCCI, dated as of the Closing Date, certifffm@eller and Stockholder that the
statements set forth in Section 7.1(a) are truecanbct as of the Closing.

(B) A certificate executed on behalf of Buyer, HC@@l HCCI, dated as of the Closing Date, certifgm&eller and Stockholder that (1) the
resolutions by which the corporate action on the pBuyer, HCOC and HCCI necessary to approve Agreement and the transactions
contemplated hereby were taken and that the copighe text of such resolutions are true, correct @@mplete copies of such resolutions and
that such resolutions were duly adopted and hatbeen amended or rescinded, and (2) that the €opithe certificate of incorporation and
bylaws of HCCI provided to Buyer are true and cormpies thereof and that such documents havbewt amended and are in full force
effect as of the Closing.

(C) A certificate issued by (1) the Secretary cft&of the State of Delaware certifying that Buyas legal existence and is in good standing
(or comparable concept), and
(2) the Secretary of State of the State of Delawaréfying the certificate of designations of tBeries C Preferred Stock.

(i) Indemnification Escrow Agreement. The Indenication Escrow Agreement, executed by Buyer, HQ@ Bndemnification Escrow
Agent.

(iii) Agreement of Assumption of Liabilities. An eguted copy of the Agreement of Assumption of thebllities by Buyer in the form of
Exhibit H hereto (the "Agreement of Assumption leé Liabilities™).

(iv) Legal Opinion. A legal opinion from Goodwindter LLP, counsel to HCCI, HCOC and Buyer, in sabsally the form of Exhibit |
hereto.

(e) Other Documentation. Any other supporting doents, certificates or instruments as are reasomaplyested by Seller.
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SECTION 8 - INDEMNIFICATION
8.1 SURVIVAL OF REPRESENTATIONS AND WARRANTIES.

(a) All of the representations, warranties, covésnand agreements made by each party in this Agneean the other Transaction Documents
are material, shall be deemed to have been refied by the party or parties to whom they are madth @Il parties hereto reserving their
respective rights hereunder), and shall bind thiegsasuccessors and assigns, whether so expresset, and, except as otherwise provided
in this Agreement, all such representations, waigancovenants and agreements shall survive thgir@g and inure to the benefit of the
parties and (subject to Section 12.5 below) thespective successors and assigns, whether so segrmsnot; provided, however, that
notwithstanding any provisions of this or any otagreement, document or instrument to the conttheyrepresentations and warranties of
the parties hereunder shall, except as otherwi»dded in this Agreement, expire, terminate andtweo further force and effect after the
second (2nd) anniversary of the Closing Date (8wVival Period").

(b) Notwithstanding Section 8.1(a), the Survivati®e& shall not be applicable to, and a claim fatemnification may be made by an
Indemnified Party (as defined below) at any timeeispect of, any and all losses, judgments, assggsmiens, demands, taxes, settlements,
claims, fines, interest, penalties, obligatiorabilities, diminution in value, damages, costs explenses (including any and all reasonable
costs, fees and expenses

(including reasonable attorneys' fees) inciderarty of the foregoing) ("Losses") asserted againgicurred or sustained by any of the
Indemnified Parties (as defined below), as the samaéncurred, arising out of, relating to, or Héag from, or in whole or in part sustained
connection with (the following, "Excluded Claims"):

(i) Seller's, Stockholder's or Founder's fraud;

(i) Seller's, Stockholder's or Founder's intengilomisrepresentation or breach of warranties coathin this Agreement or in any other
Transaction Document;

(iii) Seller's, Stockholder's or Founder's failtogoerform covenants contained in this Agreemerin @ny other Transaction Document;

(iv) Seller's, Stockholder's or Founder's misrepnégtion or breach of warranties contained in 8astR.4, 2.5(a), 2.6(e), 2.25, 3.2(a), 3.3 or
3.5; or

(v) any Excluded Liability (including, without lirtation, Taxes).
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(c) The expiration of any representation or waryad provided in this Section 8.1 shall not afteetrights of an Indemnified Party in respect
of any claim made by such Indemnified Party in ding received by the party against whom such claimade prior to the expiration of the
Survival Period provided herein.

8.2 INDEMNIFICATION BY SELLER, STOCKHOLDER AND FOURNER. Seller, Stockholder and Founder , jointly aaderally, hereby
agree to indemnify, defend and hold Buyer, HCOC A, each of their respective directors, officenembers, shareholders, employees,
affiliates, agents, direct and indirect parent anlsidiary companies, representatives and sucsegsdrassigns (the "Indemnified Parties"
each an "Indemnified Party"), harmless from, agaansl in respect of, any and all Losses assertaishstgor incurred or sustained by any of
the Indemnified Parties, as the same are incuamsing out of, relating to, resulting from, onirhole or in part sustained in connection with:

(a) any misrepresentation or breach of warrantgéler, Stockholder or Founder contained in thise&gnent or in any other Transaction
Document;

(b) the non-performance of any covenant, agreemreniligation to be performed on the part of Seltockholder or Founder under this
Agreement or any other Transaction Document; or

(c) any Excluded Liability (including, without li@tion, Taxes).

8.3 NOTICE AND OPPORTUNITY TO DEFEND. Promptly aftde receipt by any Indemnified Party of noticeaaf/ claim or the
commencement of any action or proceeding by a thartl, the Indemnified Party will, if a claim witkespect thereto is to be made against
Seller, Stockholder or Founder hereunder (eacteté!S Stockholder and Founder, an "IndemnifyingsBa" and, together, the "Indemnifyi
Persons") pursuant to Section 8.2 give each ofnthemnifying Persons written notice of such claintree commencement of such action or
proceeding, provided that failure of the Indemmniffearty to give reasonably prompt notice of anyntlar claims shall not release, waive or
otherwise affect the obligations under this Secfiaf the Indemnifying Persons with respect theetoept and only to the extent that they
can demonstrate actual loss or material prejudice r@sult of such failure. The Indemnifying Pess@tting together, may elect to defend
against such claim or defend such action or prangedt their sole cost and expense, and in suehtdtie Indemnified Party shall, at its sole
expense, have the right to participate in (butaoottrol) the defense through counsel chosen bynitemnified Party; provided, however, that
the Indemnifying Persons' right to defend any saation or claim shall be conditioned upon such indifying Persons providing the
Indemnified Party with written notice to the effélsat such Indemnifying Persons would be liableasride provisions hereof for indemnity in
the amount of such claim if such claim were vahd ¢hat the Indemnifying Persons shall be fullypssible (with no reservation of rights)
for all liabilities relating to such claim and thawill provide absolute indemnification (whethar not otherwise required hereunder) to the
Indemnified Party with respect to such claim; pded, further, that the assumption of defense ofsaith matters by the Indemnifying
Persons shall relate solely to the claim, liabitityexpense that is subject or
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potentially subject to indemnification; and furthgovided, that prior to such assumption of defetts® Indemnifying Persons shall provide
the Indemnified Persons with evidence reasonaldgtable to the Indemnified Party that the Indegingf Persons will have the financial
resources to defend the claim, liability or expeasd to pay and perform any liability or obligatiwhich may arise out of or in any way rel
to such claim, liability or expense or the factegigg rise thereto. If the Indemnifying Personsdes in good faith so defending, or (b) are not
given the opportunity to so defend pursuant topiteeeding sentence, as the case may be, the InfilganParty shall not compromise or settle
any such claim, action or proceeding without themaritten consent of each of the Indemnifying $tavs, which consent shall not be
unreasonably withheld or delayed. If the IndemmifyPersons cannot or do not so elect to defend aoticontinue to do so in good faith in
accordance with the terms of this Section 8.3)nldemnified Party may defend such claim or defamthsaction or proceeding in such
manner as the Indemnified Party may deem apprepiiatiuding, but not limited to, settling suchioleor action or proceeding (after giving
notice of the same to each of the Indemnifying ®&s¥son such terms as the Indemnified Party magoregbly deem appropriate, and the
Indemnifying Persons shall assist and cooperakg tith such defense as reasonably requested bintteennified Party and shall promptly
indemnify and hold harmless (including against@disonable attorneys' fees) the Indemnified Paraccordance with the provisions of
Section 8.2, as applicable.

8.4 COOPERATION. Each party hereto shall cooperathe defense of any third party claim, actiorpmyceeding that is subject to
indemnification under this Section 8. Should anpanse be involved (other than a nominal expensgiving such cooperation, the
Indemnifying Persons shall defray and pay in flllsach expense.

8.5 INDEMNIFICATION LIMITS. Notwithstanding anythipto the contrary contained in this Agreement:

(a) No indemnification under Section 8.2(a) shallnbade by Seller, Stockholder or Founder, nor Seller, Stockholder or Founder have
liability under Section 8.2(a), with respect to atgim or claims for indemnification made by Indefied Persons, unless the aggregate
amount of Losses subject to indemnification pursta$ection 8.2 in respect of such claim or claghall exceed $50,000 (the
"Indemnification Threshold"), whereupon the full aamt of such Losses in respect of such claims &lealecoverable in accordance with the
terms hereof;

(b) The aggregate amount required to be paid bgiS&8tockholder and Founder in respect of allnatafor indemnification made by
Indemnified Persons pursuant to Section 8.2 shaibievent exceed $24,000,000 (the "Indemnificaiap") and none of Seller, Stockholder
or Founder shall have any liability to any InderedfParty for, and such Indemnified Parties shallehno right to recover from Seller,
Stockholder or Founder, any amount of Losses wia®eds (and from and after the time such Lossesee) such amount; provided,
however, that no limitation pursuant to this Setio5 shall apply in respect of claims for inderiwaifion made by Indemnified

43



Persons pursuant to Section 8.2 for Losses ar@ihgf, relating to, or resulting from, or in whalein part sustained in connection with any
Excluded Liabilities.

(c) The amount of any Losses for which a claimlaines for indemnification pursuant to Section 8:@ made by an Indemnified Party shall
be deemed to be reduced to the extent insuranceguls are actually received by the Indemnifiedi€&atd cover such Losses (net of any
increase in premiums or other expenses incurrett@n such proceeds).

8.6 PAYMENT OF CLAIMS.

(@) In the event that an Indemnified Party sustairiscurs Losses for which it is entitled to bdemnified by Seller, Stockholder or Founder
under this Agreement, such Indemnified Party diakntitled (in addition to collecting directly frothe Seller, Stockholder or Founder) to
receive Escrow Shares or cash held pursuant timtteennification Escrow Agreement having a valueag¢do the amount of such Losses.
Notwithstanding the foregoing, it is understood agdeed that amounts for which an Indemnified Piargntitled to indemnificatio

hereunder shall be paid first by delivery of Esci®ares or cash held pursuant to the IndemnificdEgcrow Agreement, to the extent
thereof, and thereafter shall be paid by Selle¢i8tolder or Founder (subject to the limitationsestvise set forth herein). Claims for Escrow
Shares or cash held pursuant to the Indemnific&gorow Agreement shall be made in accordancethétherms of the Indemnification
Escrow Agreement.

(b) For purposes of this Section 8.6, in the etle@tindemnified Party is to receive Escrow Shamesnnection with any such claim, the
number of Escrow Shares to be received shall lmileaéd as follows:

(i) If the Escrow Shares to be received are shafr&gries C Preferred Stock, the number of Escrbaré to be received shall be equal to the
number obtained by dividing (A) the amount of sudsses, by (B) $1,000 (with the result to be rowhde or down to the nearest whole
share); and

(ii) If the Escrow Shares to be received are shaf&CClI Common Stock issued in connection with ¢baversion of the Series C Preferred
Stock upon an initial public offering of HCCI (alPO"), the number of Escrow Shares to be receihadl be equal to the number obtainec
dividing (A) the amount of such Losses, by (B) &verage closing price per share of such HCClI Com8took on the Nasdaqg National
Market (or such other national securities exchamgehich such shares are traded) over the fiftéBhtfading days ending on the trading
prior to the date such shares are received by HCCI.

(c) The parties acknowledge that following an IR@ &he conversion of the Series C Preferred Sto¢kG@Cl Common Stock, the Escrow
Shares held pursuant to the Indemnification Esgkgreement may be sold in compliance with such
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agreement and applicable securities laws, witlptbeeeds of such sale to be retained in such edorascordance with the terms of such
agreement.

SECTION 9 - TERMINATION
9.1 TERMINATION. At any time prior to the Closingae, this Agreement may be terminated:
(a) by mutual consent of each of the parties hereto

(b) by Buyer, HCOC and HCCI if there has been fraudhaterial misrepresentation or breach of wayranta material breach of covenant
Seller, Stockholder, or Founder;

(c) by Seller, Stockholder and Founder if there thesn a material misrepresentation or breach ofangy, or a material breach of covenant,
by Buyer, HCOC or HCCI;

(d) by Buyer, HCOC and HCCI if the conditions sfiieci in Section 7.1 have not been satisfied or ediat or prior to the Closing Date;

(e) by Seller, Stockholder and Founder if the cthiod$ specified in Section 7.2 have not been satisir waived at or prior to the Closing
Date;

(f) by either party if the Closing shall not hawecarred on or before April 30, 2004 (or such latate as is mutually agreed to by the parties),
unless the failure of the Closing to occur by sdate shall be due to the failure of the party sagkd terminate this Agreement to perform or
observe the covenants and agreements of such pattysatisfy the conditions to be satisfied bgtsparty, set forth herein.

9.2 EFFECT OF TERMINATION.

(a) All obligations of the parties hereunder skathse upon any termination of this Agreement putsieaSection 9.1, provided, however,
that, with respect to any such termination, thesjsions of this Section 9, Section 1.5, Sectior13ection 5.9, Section 6.4, Section 12.1 and
Section 12.2 hereof shall survive any terminatibthis Agreement, and nothing herein shall reliaag party from liability for any breach of
any such Sections.

(b) Upon any termination of this Agreement pursuarection 9.1, nothing herein shall relieve Setockholder or Founder from any
liability to Buyer, HCOC or HCCI for any misrepredation or breach of warranty by Seller, StockhololeFounder, any breach of covenant
by Seller, Stockholder or Founder, or any failweatisfy any condition required to be satisfiedS@jler, Stockholder or Founder herein.
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(c) Prior to the Closing, in connection with anysneipresentation or breach of warranty by Buyer, B@DHCCI, any breach of covenant by
Buyer, HCOC or HCCI, or any failure to satisfy azgndition required to be satisfied by Buyer, HCQ®ECI herein, the sole and exclusive
remedy of Seller, Stockholder and Founder agaimgiod Buyer, HCOC and HCCI shall be to terminate thgreement under the provisions
of Section 9.1 above and to receive the Depositred to in

Section 1.5 above, which Deposit, with respecutthgermination, shall constitute liquidated dansa@kee adequacy of which is hereby
acknowledged by the parties to this Agreement)thadsole liability of Buyer, HCOC and HCC..

(d) The parties shall have the rights to proceefdiidiser set forth in Section 9.3 below.

9.3 RIGHT TO PROCEED. Notwithstanding anythinghistAgreement to the contrary, if any of the coiodis specified in Section 7.1 have
not been satisfied, Buyer, HCOC and HCCI shall itheeright to proceed with the transactions contated hereby without waiving any of
their respective rights hereunder. If any of thedittons specified in Section 7.2 have not beeisfsad, Seller and Stockholder shall have the
right to proceed with the transactions contemplaeby without waiving any of their respectiventighereunder.

9.4 BUYER RIGHT TO SPECIFIC PERFORMANCE. Notwithstiing anything to the contrary contained in thigeégment, it is specifically
understood and agreed that any material breaclelsr f its obligation to sell, assign, and tramghe Purchased Assets to Buyer will result
in irreparable injury to Buyer, HCOC and HCCI, tita¢ remedies available to Buyer, HCOC and HCQ4wtalone will be an inadequate
remedy for such breach, and that, in addition toaher legal or equitable remedies which Buyer@@Cand HCCI may have, Buyer, HCOC
and HCCI may enforce their rights by an actiondpecific performance and each of Seller, Stockhh@dd Founder expressly waives the
defense that a remedy in damages will be adequate.

9.5 WAIVER. Seller may extend the time for the peniance of any of the obligations or other actBwfer, HCOC or HCCI hereunder,
waive any inaccuracies in the representations ardganties of Buyer, HCOC or HCCI contained hereiimany document delivered pursu
hereto, or waive compliance by Buyer, HCOC or H@@h any of the agreements or conditions contaime@in. Any such extension or
waiver shall be valid if set forth in an instrumémivriting signed by Seller. Buyer, HCOC or HCCaynextend the time for the performance
of any of the obligations or other acts of Self&gckholder or Founder hereunder, waive any inawes in the representations and warra
of Seller, Stockholder or Founder contained heoeiim any document delivered pursuant hereto, aveveompliance by Seller, Stockholder
or Founder with any of the agreements or conditzmgained herein. Any such extension or waivel $leavalid if set forth in an instrument
in writing signed by Buyer, HCOC or HCCI.
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SECTION 10 - POST-CLOSING RIGHTS AND OBLIGATIONS

10.1 COLLECTION OF ASSETS. Subsequent to the Cipdduyer shall have the right and authority to ecilall receivables and other ite
transferred and assigned to it by Seller hereuaddrto endorse with the name of Seller any chest@ived on account of such receivables or
other items, and Seller agrees that it will prompthnsfer or deliver to Buyer, from time to tinay cash, credit card payments or other
property that Seller may receive with respect ®oRlirchased Assets other than payments to whitdér 8eéntitled pursuant to this
Agreement.

10.2 PAYMENT OF OBLIGATIONS. Seller shall duly atichely pay and perform all of the Excluded Lialid# in the ordinary course of
business as they become due.

10.3 ASSUMED LIABILITIES. After the Closing, Buyeshall duly and timely pay and perform all of thesAmed Liabilities in the ordinary
course of business as they become due.

10.4 ADJUSTMENT OF OPERATING EXPENSES. All operatiexpenses of Seller's business, including, bulimited to, rent, real estate
taxes, payroll expenses, payroll taxes, equipmet@nance contracts, utilities expenses, and gestapenses, shall, except as otherwise
expressly provided herein, be adjusted and allddagt¢ween Seller and Buyer to the extent necegsamder that all such expenses
attributable to the operation of Seller's busir@mssr before the date preceding the Closing Datgafidless of the date of order or invoice)
shall be for the account of, and paid by, Sellad all such expenses attributable to the operati@eller's business from, after and including
the Closing Date (regardless of the date of ordémmice) shall be for the account of, and paid Byyer.

(a) To the extent not inconsistent with the expmssisions of this Agreement, the allocations mpdesuant to this Section 10.4 shall be
made in accordance with Seller's historical finahand accounting practices, policies and procedure

(b) For purposes of making the adjustments pursioetitis

Section 10.4, within 90 days following the Closidgte, or within 30 days following delivery of thinBl Closing Statement provided under
Section 1.9(a)(i) above, or such earlier or laggedis shall be mutually agreed to by Buyer ankiS&uyer and Seller shall agree on an
itemized list (the "Adjustment List") of all sums be credited to or charged against the accouBtigér, with a brief explanation in
reasonable detail thereof. Such list shall showntteamount credited to or charged against thewetaaf Buyer. If the Adjustment Amount is
a credit to the account of Buyer, Seller shall pagh amount to Buyer; and if the Adjustment Amaarg charge to the account of Buyer,
Buyer shall pay such amount to Seller. Payment®#tdjustment Amount shall be made not later tHabusiness days following the
completion of the Adjustment List.

47



(c) In the event that Seller and Buyer cannot agrethe Adjustment List, any disputed items shallésolved by the Accounting Firm in the
manner provided in Section 1.9(b) of this Agreement

(d) The Adjustment List, as finally determined, Itba final, conclusive, and binding on the partieseto for purposes of determining the
Adjustment Amount to be paid pursuant to this Secfi0.4.

10.5 NON-COMPETITION BY SELLER, STOCKHOLDER AND FONDER.

(a) Each of Seller, Stockholder and Founder, imtliglly, agree and covenant that it shall not, fpedod of five years from the Closing,
anywhere within the United States (including Pu&ico), directly or indirectly, participate in aepterprise that operates a business that
competes, directly or indirectly, with the BusineSer purposes of this Section 10.5, the term "Besss” shall relate to and be limited to the
publishing, marketing and/or selling of electrompdnt or in-person professional development progmoducts that prepare students in
second through 12th grade for any state criteréarenced, nationally normed or any other simitseasment or test or any other non-basal
supplemental products in any format that remedikiiés that students need to master to perform weluch state tests and assessments. Fol
purposes of this Section 10.5, the term "Businshall not relate to any electronic, print, or irrgmn professional development program
products that prepare students for the ACT, SATATSGRE, TOEFL, MCAT, PSAT or any similar testsagsessments and any non-basal
supplemental products in any format that remedikiiés that students need to master to perform aeluch tests or assessments.
Furthermore, for purposes of this Section 10.5t¢e "Business" shall not relate to the writing@ftbooks or speaking at educational
conferences if such textbooks are not written chsspeeches are not given, directly or indiredtiyfurtherance of the publishing, marketing
or selling of products which are competitive witle tBusiness.

(b) In furtherance of the covenants set forth inti®a 10.5(a), none of Seller, Stockholder or Farnalill solicit, for or on behalf of any
Person, any customer of Buyer with respect to aoguyrcts which are competitive with the Businesgjivert to any Person any customer of
Buyer with respect to any products which are coitipetwith the Business.

(c) Following the Closing, none of Seller, Stockderl or Founder shall recruit, solicit or induce ifoany way assist another Person in
recruiting, soliciting or inducing) any employeeaamsultant of Buyer (or any person who was sucéraployee or consultant within six
(6) months prior to such attempted recruitmeniciation or inducement) to terminate his or hempésgment or other relationship with Buy
or to become employed or engaged by any other pensentity.

(d) It is the intention of the parties that if apfythe restrictions or covenants contained herelmeid by a court of competent jurisdiction to
cover a
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geographic area or to be for a length of time wigahot permitted by applicable law, or is in angyweonstrued to be too broad or to any
extent invalid, such provision shall not be constito be null, void and of no effect, but to théeexx such provision would be valid or
enforceable under applicable law, a court of compgurisdiction shall construe and interpret donm this Section to provide for a covenant
having the maximum enforceable geographic area tieriod and other provisions (not greater thasdhmmntained herein) as shall be valid
and enforceable under such applicable law.

10.6 EMPLOYEES. Buyer shall, as of the Closing Daféer to hire substantially all employees of 8elland shall use its reasonable efforts
to employ such employees at positions with comgaralvels of responsibility and compensation toghsitions held by such employees v
Seller, subject to Buyer's existing organizaticstalicture and pay scale and subject to the praspesminployees satisfying all hiring
requirements of Buyer. Such employees will be ditemployees of Buyer (and as such, such emplogegsbe discharged at any time
without liability hereunder) subject to such teraml conditions of employment as Buyer may deternber than with respect to Current
Liabilities expressly set forth on the Final Clagi@tatement, Buyer shall not be liable, and Selall remain exclusively liable, for all
obligations and liabilities, including, without litation, accrued vacation pay and sick pay, that arégse or have arisen from the employment
of employees with, or the termination of their eaywshent by, Seller on or prior to the Closing D&eller agrees to pay all such obligation
liabilities or promptly reimburse Buyer in the evéimat Buyer assumes such obligations or liabdifegling payment by Seller. It is expressly
agreed that the provisions of this Section 10.6hatentended to be for the benefit of or otherwaséorceable by any third Person, including,
without limitation, any employee of Seller or Buyer any collective bargaining unit or employeeaigation.

10.7 STOCK RESTRICTIONS.

(a) Seller, Stockholder and Founder hereby agmaentbne of the shares of Series C Preferred Stwmpkir@d by Seller shall be sold, assigned,
transferred, pledged, hypothecated, given awag any other manner disposed of or encumbered, whediuntarily or by operation of law,
unless such transfer is in compliance with all eEyglle securities laws (including, without limitati, the Securities Act), and such disposition
is in accordance with the terms and condition$isf $ection

10.7. In connection with any transfer of such skaCCI may require Seller or any Permitted Traresfgas defined below) to provide at
Seller's or such Permitted Transferee's own expg@mspinion of Seller's or such Permitted Trangfereounsel addressed to HCCI, which
opinion shall be reasonably satisfactory to HCR4t such transfer is in compliance with all foreifgderal and state securities laws
(including, without limitation, the Securities Ac#ny attempted disposition of the shares of Seti¢xeferred Stock not in accordance with
the terms and conditions of this Section 10.7 bedball be null and void, and HCCI shall not reflentits records any change in record
ownership of any of such shares as a result oank disposition, shall otherwise refuse to recogany such disposition and shall not in
way give effect to any such disposition of any sslchres. Subject to the foregoing general provssitive shares of
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Series C Preferred Stock may be transferred putrsodhe following specific terms and conditions:

(i) Seller may sell, assign, transfer or give awmay or all of the shares of Series C PreferredSim®ermitted Transferees; provided,
however, that following such sale, assignment,tbeiotransfer, such shares of Series C PrefermezkShall continue to be subject to the
terms of this Section 10.7 and such Permitted Teaes(s) shall, as a condition to any such trandfgiver a written acknowledgment to that
effect to HCCI.

(i) Upon the death of any Permitted Transfereeyet of Series C Preferred Stock then held by Bechitted Transferee at the time of such
death and any such shares acquired thereafterchyPrmitted Transferee's legal representative sbalubject to the provisions of this
Section 10.7, and such Permitted Transferee'ssestatcutors, administrators, personal represeagtheirs, legatees and distributees shi
obligated to hold such shares of Series C Prefe&tedk under the terms of this Section 10.7.

(iii) For purposes of this Section 10.7, the tefPermitted Transferee" shall mean Stockholder, Feyrat Founder's spouse, children (natural
or adopted), stepchildren or a trust for their dmaefit of which Founder is the settlor, or aniygte foundation or charitable remainder trust
designated by Stockholder or Founder; provided,ewaw; that any such trust does not require or gatistribution of any of the shares of
Series C Preferred Stock except as provided inAbisement. Upon the death of Founder (or a Pezthifransferee to whom shares have
been transferred hereunder), the term Permittedsfeeees shall also include Founder's (or suchadecePermitted Transferee's) estate,
executions, administrations, personal represemsticeirs, legatees and distributees, as the cagden

(iv) This Section 10.7(a) shall be in effect foperiod of two years following the Closing Date.

(b) In connection with a public offering by HCCI HICCI Common Stock, each of Seller, Stockholder Bownder, and any Permitted
Transferees thereof, if requested in good faittH®CI and the managing underwriter of such offersttgll execute a lockup agreement
pursuant to which each shall agree not to, diremtlyndirectly, offer, sell, pledge, contract tdl §ecluding any short sale), grant any optiol
purchase or otherwise dispose of any shares of HE&@imon Stock held by him, her or it (except foy aacurities sold pursuant to such
registration statement) or enter into any Hedgiran$action (as defined below) relating to any shaféeHCCl Common Stock for a period
not to exceed 180 days following the effective ddtthe registration statement relating to an ahipiublic offering or 90 days following the
effective date of the registration statement retatd any subsequent public offering; providedt Sller, Stockholder an/or Founder shall be
obligated to execute such a lockup agreement énly i
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and to the extent, the executive officers of HC&daite similar agreements of the same duration rggpect to any HCCI Common Stock
held by them following the consummation of the #&gille offering . For purposes of this Section #),7'Hedging Transaction" means any
short sale (whether or not against the box) ormmghase, sale or grant of any right (includinghwitt limitation, any put or call option) with
respect to any security (other than a broad-basgélenbasket or index) that includes, relates tdesives any significant part of its value
from the HCCI Common Stock.

(c) In the event that HCCI consummates an initiddljz offering of the HCCI Common Stock and becorselsject to the reporting
requirements of Section 13 of the Securities Exghakct 1934, as amended, HCCI shall use its coniaigreeasonable efforts to take such
actions as may be required as a condition to thdadoility of Rule 144 under the Securities Act. EiGhall furnish to Seller, within fifteen
(15) days of a written request, a written statenesietuted by HCCI as to the steps it has takeonapbty with the current public information
requirement of Rule 144 such successor rules.

10.8 TRANSITION PERIOD RELATING TO ZAPS INVENTORY.

(a) During the period beginning on the Closing Datd ending on the date which is 90 days follovihmgClosing Date or the date upon
which all Remaining Inventory has been shippedciviver is earlier (the "Transition Period"):

(i) Subject to Section 10.8(c) below, if Buyer rizes any orders that are for ZAPS products onlyeBwvill promptly forward such orders to
ZAPS for fulfillment, billing and collection of r&anue.

(i) If Buyer receives any orders that are for b@#PS products and Buyer's products, then, witheesto any such order, (A) Buyer will
accept and fulfill the ZAPS portion of such ordet of the Remaining Inventory, (B) bill the custanaad collect all amounts receivable for
the ZAPS portion of such order, and (C) remit to”SAan amount equal to 15% of all cash collectethei@ APS portion of such order.

(b) If any Remaining Inventory has not been soldfalune 30, 2004, then, within five days thergafi¢ockholder and Owner will cause
ZAPS to purchase from Buyer all such inventorygréginal cost, and shall remove such inventory fiti premises occupied by Buyer.

(c) Following the Closing, in the event Buyer rees any orders that are for ZAPS' ACT and SAT petslonly, Buyer will promptly forwar
such orders to ZAPS for fulfillment, billing andleztion of revenue. By no later than the fifteedty of the calendar month following the
calendar month in which any cash is received by EA&PPconnection with such orders, ZAPS will payBtaoyer, in cash, an amount equal
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to 15% of all cash collected with respect to suatess during the immediately preceding calendartimon
SECTION 11 - DEFINITIONS

11.1 CERTAIN DEFINITIONS. For purposes of this Agreent, capitalized terms are generally definetiénAgreement where they are first
used. The following terms which are not so defigkdll have the following meanings:

(a) "Affiliate" of a Person means (i) with respézta Person, any member of such Person's famitju@ng any child, step-child, parent, step-
parent, spouse, sibling, mother-in-law, fatheraml son-in-law, daughter-in-law, brother-in-lawsister-in-law); (ii) with respect to an entity,
any officer, director, manager, member, stockhglgartner or investor in such entity or of or iryaffiliate of such entity; and (iii) with
respect to a Person or entity, any Person or entiigh directly or indirectly controls, is contretl by, or is under common control with such
Person or entity.

(b) "Control" (including the terms "controlled bgthd "under common control with") means the poseassiirectly or indirectly, or as trustee
or executor, of the power to direct or cause theation of the management policies of a Persontlveneéhrough the ownership of stock, as
trustee or executor, by contract or credit arrargy@ror otherwise;

(c) "Copyrights" means, collectively, copyrightshiath published and unpublished works, includinthedt limitation all compilations,
databases and computer programs, manuals anddattiementation and all copyright registrations apgliaations, and all derivatives,
translations, adaptations and combinations of Huwve.

(d) "HCCI Common Stock" means the common stockQ@D par value per share, of HCCI, and any otheeshaf stock issued or issuable
with respect thereto (whether by way of a stockd#imd or stock split or in exchange for or in reglament of or upon conversion of such
shares or otherwise in connection with a combimatibshares, recapitalization, merger, consoligiatioother corporate reorganization).

(e) "Intellectual Property Assets" means, collegiy Patents, Marks, Copyrights, Trade Secretsaaydjoodwill, franchises, licenses,
permits, consents, approvals, and claims of inéfmgnt against third parties.

(f) "knowledge of Seller" means the knowledge, raftee inquiry, of Founder, Stockholder, and anysBies at Stockholder or Seller holding
the title(s) of "director,” "manager," "vice presit," "senior vice president," "executive vice [est,” "president,” "chief financial officer,"
“controller," "chief operations officer,"
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"chief executive officer,” "chairman," or such Rars holding equivalent responsibilities regardizfsthe title.

(9) "Marks" means, collectively, trade names, trddess, logos, packaging design, slogans, Intelavagin names, registered and unregist
trademarks and service marks and related regmtisatind applications for registration.

(h) "Material Adverse Effect" means a material adeeeffect on the assets, properties, businesdijtmn(financial or other) or prospects of
the applicable party.

(i) "Patents" means, collectively, patents, pasgnlications, patent rights, and inventions andalisries and invention disclosures (whether
or not patented).

() "Person" means an individual, corporation, tidli liability company, partnership, associationstr any unincorporated organization or any
other entity;

(k) "Seller Intellectual Property Assets" meandmatiéllectual Property Assets owned by Seller @duis the Business. "Seller Intellectual
Property Assets" includes, without limitation, 8elPatents, Seller Marks, Seller Copyrights ante6&rade Secrets.

() "Trade Secrets" means, collectively, knbaw, trade secrets, confidential or proprietarpinfation, research in progress, algorithms, (
designs, processes, formulae, drawings, schemhtie=prints, flow charts, models, strategies, gsates, techniques, Beta testing procedures
and Beta testing results.

SECTION 12 - MISCELLANEOUS

12.1 FEES AND EXPENSES. Each of the parties willies own expenses in connection with the negotiaand the consummation of the
transactions contemplated by this Agreement, anexpenses of Seller relating in any way to the Ipase and sale of the Purchased Assets
hereunder and the transactions contemplated haralbyding, without limitation legal, accounting other professional expenses of Seller,
Stockholder or Founder, shall be charged to or pgidr included in any of the Assumed Liabilities.

12.2 GOVERNING LAW; JURISDICTION; VENUE; JURY WAIVRE.

(a) This Agreement shall be construed under aneém@ad by the internal laws of the State of lowawiitt regard to its conflict of laws
provisions.

(b) TO THE EXTENT THAT EITHER PARTY SEEKS JUDICIAINTERVENTION IN RESPECT OF ANY DISPUTES, CLAIMS, OR
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CONTROVERSIES ARISING OUT OF OR RELATING TO THIS RKEEMENT OR ANY OTHER TRANSACTION DOCUMENTS OR
THE NEGOTIATION, VALIDITY OR PERFORMANCE HEREOF ANOHEREOF OR THE TRANSACTIONS CONTEMPLATED
HEREBY AND THEREBY, EACH OF THE PARTIES HERETO HEBE CONSENTS TO THE EXCLUSIVE JURISDICTION OF THE
UNITED STATES DISTRICT COURT FOR THE SOUTHERN DISTE& OF IOWA, AS WELL AS TO THE JURISDICTION OF ALL
COURTS TO WHICH AN APPEAL MAY BE TAKEN FROM THE UNIED STATES DISTRICT COURT FOR THE SOUTHERN
DISTRICT OF IOWA, FOR THE PURPOSE OF ANY SUIT, AGON OR OTHER PROCEEDING ARISING OUT OF, OR IN
CONNECTION WITH, THIS AGREEMENT OR THE TRANSACTIONOCUMENTS. EACH PARTY HEREBY EXPRESSLY WAIVES
ANY AND ALL RIGHTS TO BRING ANY SUIT, ACTION OR OTHER PROCEEDING IN OR BEFORE ANY COURT OR TRIBUNAL
OTHER THAN THE COURTS DESCRIBED ABOVE.

(c) EACH OF THE PARTIES HERETO HEREBY EXPRESSLY W/AS ANY AND ALL OBJECTIONS IT MAY HAVE TO VENUE,
INCLUDING, WITHOUT LIMITATION, THE INCONVENIENCE OFSUCH FORUM, IN ANY OF THE COURTS DESCRIBED IN
SECTION

12.2(b) HEREOF. IN ADDITION, EACH OF THE PARTIES QGENTS TO THE SERVICE OF PROCESS BY PERSONAL SERVIC
OR ANY MANNER IN WHICH NOTICES MAY BE DELIVERED HEEEUNDER IN ACCORDANCE WITH SECTION 12.3 HEREOF.

(d) THE PARTIES HERETO HEREBY IRREVOCABLY AND UNCODTIONALLY WAIVE TRIAL BY JURY IN ANY LEGAL
ACTION OR PROCEEDING, WHETHER GROUNDED IN CONTRACTORT OR OTHERWISE, RELATING TO THIS AGREEMENT
OR ANY OTHER TRANSACTION DOCUMENT AND FOR ANY COUNERCLAIM THEREIN.

12.3 NOTICES. Any notice, request, demand or otieenmunication required or permitted hereunder d¢ialh writing and shall be deemed

to have been given if delivered or sent by facarrhnsmission, upon receipt, or if sent by regéster certified mail, upon the sooner of the
date on which receipt is acknowledged or the efipineof three (3) days after deposit in United &gtost office facilities properly addressed
with postage prepaid. All notices to a party wal gent to the addresses set forth below or to stielr address or person as such party may

designate by notice to each other party hereunder:

TO BUYER, HCOC or HCCl: c/ o Hai ghts Cross Communications, Inc.
10 New King Street, Suite 102
White Plains, NY 10604
Attn: Chief Financial Oficer

Wth a copy to: Goodwi n, Procter LLP
Exchange Pl ace
Boston, MA 02109
Attn: David F. Dietz, P.C
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TO SELLER, STOCKHOLDER AND FOUNDER:

Prior to the d osing: c/ o Buckl e Down Publishing Conpany
2308 Hei nz Road
lowa City, |A 52244-2180
Attn: Dougl as Paul

After the C osing c/ o Dougl as Paul
2565 Bl uf f wood Lane
lowa City, | A 52245

Wth a copy to: Mear don, Sueppel & Downer PLC
122 South Linn Street
lowa City, | A 52245-1830
Attn: Mark T. Hamer, Esg.

Any notice given hereunder may be given on beHading party by his counsel or other authorized eepntatives.

12.4 ENTIRE AGREEMENT. This Agreement, includingt8chedules and Exhibits referred to herein andttier writings specifically
identified herein or contemplated hereby, is conepleeflects the entire agreement of the parti¢ls mispect to its subject matter, and
supersedes all previous written or oral negotiagti@ommitments and writings, including, without iiation, that certain Letter of Intent for
the Acquisition of the Assets of Buckle Down Pubiligy Company, dated December 23, 2003, by and leetBeller and HCCI. No promise
representations, understandings, warranties areagmts have been made by any of the parties hetetpt as referred to herein or in such
Schedules and Exhibits or in such other writings} all inducements to the making of this Agreemetied upon by either party hereto have
been expressed herein or in such Schedules oriExhitin such other writings.

12.5 ASSIGNABILITY; BINDING EFFECT. This Agreememntay not be assigned by any party without the pigiten consent of the other
parties; provided, that HCCI, HCOC or Buyer shallgermitted, without the consent of Seller, Stoddtoor Founder, to assign its rights
hereunder to any wholly-owned subsidiary of HCOMuayer now existing or formed hereafter. Subjedhmforegoing, this Agreement shall
be binding upon and enforceable by, and shall itmthe benefit of, the parties hereto and theipeetive successors and permitted assigns.

12.6 CAPTIONS AND GENDER. The captions in this Agmeent are for convenience only and shall not affezttonstruction or
interpretation of any term or provision hereof. Tse in this Agreement of the masculine pronoueifarence to a party hereto shall be
deemed to include the feminine or neuter, as tinéegd may require.
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12.7 EXECUTION IN COUNTERPARTS. For the convenienf¢he parties and to facilitate execution, thggédement may be executed in
two (2) or more counterparts, each of which shaltlbemed an original, but all of which shall cansti one (1) and the same document.

12.8 AMENDMENTS. This Agreement may not be amendedhodified, nor may compliance with any conditmmcovenant set forth herein
be waived, except by a writing duly and validly exted by each party hereto, or in the case of aewaihe party waiving compliance.

12.9 PUBLICITY AND DISCLOSURES. Prior to the Clogimno press releases or public disclosure, eithigtenw or oral, of the transactions
contemplated by this Agreement, shall be made fgrey to this Agreement without the prior knowledgel written consent of Buyer and
Seller, except as may be required by applicabls lawtes and regulations (including, without lintiba, the Securities Act, the Exchange Act
and the rules and regulations promulgated therelnde

12.10 BULK SALES LAW. Buyer hereby waives compliangith the provisions of any applicable bulk sdieg and Seller agrees to hold
Buyer harmless from all claims made by creditothwespect to non-compliance with any bulk sales la

[SIGNATURE PAGESTO FOLLOW)]
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IN WITNESS WHEREOF the parties hereto have caulisddgreement to be executed as of the date gétddiove by their duly authorized
representatives.

HCCI:
HAIGHTS CROSS COMMUNICATIONS, INC.

By: /s/ Peter J. Quandt

Name: Peter J. Quandt
Title: Chairman and Chi ef Executive Oficer

HCOC:
HAIGHTS CROSS OPERATING COMPANY

By: /s/ Peter J. Quandt

Name: Peter J. Quandt
Title: Chairman and Chi ef Executive Oficer

BUYER:
TRIUMPH LEARNING, LLC

By: /s/ Peter J. Quandt

Name: Peter J. Quandt
Title: Chairman



SELLER:

BUCKLE DOWN PUBLISHING COMPANY

By:

By:

By:

/'s/ Dougl as Paul

Name: Dougl as Paul
Title: President

STOCKHOLDER:

PROFILES CORPORATION

/'s/ Dougl as Paul

Name: Dougl as Paul
Title: President

FOUNDER:

/'s/ Dougl as Paul

Dougl as Paul



EXHIBIT 99.1

HAIGHTS CROSS COMMUNICATIONS
PRESS RELEASE

Investor Contact:

Paul J. Crecca

(914) 289-9420
pjcrecca@haightscross.com

Editorial Contact:
Michael Stugrin
(562) 498-6353 FOR IMMEDIATE RELEASE mstugrin@efdirth.net

HAIGHTS CROSS COMMUNICATIONSACQUIRESBUCKLE DOWN PUBLISHING
Acquisition of Buckle Down Reinforces Triumph Learg's Position as State-Based Test Prep Leader

White Plains, NY, April 19, 2004 - Haights Crossm@aunications, Inc. (HCC) today announced thatihpteted the acquisition of Buckle
Down Publishing Company on April 15, 2004. Basetbima City, lowa, Buckle Down was founded in 198®las one of the nation's leading
publishers of test preparation materials for hitgkss state tests. Buckle Down will become a sidosiabf Triumph Learning, LLC, an HCC
operating company based in New York, NY. Kevin Mié&l, Triumph Learning's president and CEO, annedrtbat Jay Shah, currently
Triumph Learning's chief operating officer, willdmme president and CEO of Buckle Down. Doug Pautki Down's founder and owner,
will step down as its president in order to confuitthe combined entity. Financial terms were ammounced.

"Buckle Down Publishing and Triumph Learning aneagural fit. Their combined imprints and catalogtegzresent the richest collection of
well-proved, broadly used test preparation mateiiathe marketplace," said Peter J. Quandt, HGIrwlan and CEO, "This acquisition
positions Triumph Learning as the clear leadehis fast-growing segment of educational publishintg believe it is in the best position to
capitalize on the enormous growth driven by theQ¥dd Left Behind Act.”

Kevin McAliley added: "We're delighted to welconteettalented Buckle Down team to Triumph LearningmBining Buckle Down's high
quality books with Triumph Learning's Coach bookd &oach software gives us the deepest, most hagtsomized product line for the 25
states we serve. Buckle Down's direct mail expestigl be combined with Triumph Learning's stromgjd sales force. As we have done with
Triumph Learning, we will invest in Buckle Down #tat our combined company will provide a comprehankne of the highes



quality print and software solutions for teachard atudents preparing to master the standardssasken state tests. Additionally, Jay Shah
brings to Buckle Down ten years of supplementaliphing management experience. Jay has been Kegumph Learning success, which is
on track to almost double sales in four years. Véecanfident that he will contribute importantlyBoickle Down's future success."

About Triumph Learning, LLC:

A comprehensive provider of print and software pragion materials for state and national testsyriiph Learning has a highly successful 19-
year track record of publishing hi-quality materials proven to help students masterstandards assessed on high stakes state tastsphi
Learning creates and distributes the renowned Csaiibs for testing programs in 23 states. For rimdoemation, visit
www.triumphlearning.com

About Haights Cross Communications:

Founded in 1997 and based in White Plains, NY, kigi@€ross Communications is a premier educatiamélibrary publisher dedicated to
creating the finest books, audio products, permdicsoftware and online services, serving thevalhg markets: K-12 supplemental
education, public and school library publishingdiabooks, and medical continuing education publighHaights Cross companies include:
Sundance/Newbridge Educational Publishing (Nortbbgh, MA), Triumph Learning (New York, NY), RecodlBooks (Prince Frederick,
MD), Chelsea House Publishers (Langhorne , PA),@akktone Publishing (Birmingham, AL). Haights Grasvestors include Great Hill
Partners and Peter J. Quandt. For more informaishwww.haightscross.com.

Safe Harbor Statement: This press release corftainvard-looking statements. In some cases, youdeamtify forward-looking statements by
terms such as "may," "will," "should," "could," "wtd," "expect,” "plan," "anticipate," "believe," 8pential* and similar expressions intended
to identify forward-looking statements. These stegats reflect our current views with respect tafatevents and are based on assumptions
and subject to risks and uncertainties. These,rigksertainties and other factors may cause ouahrsults, performances or achievements
to be materially different from those expresseanplied by our forwardeoking statements. Factors that may cause ouab@saults to diffe
materially from our forward-looking statements imbé, among others, changes in external marketriaatbanges in our business or growth
strategy, or an inability to execute our strategg tb changes in our industry or the economy gdlgethe emergence of new or growing
competitors and various other competitive factbrsight of these risks and uncertainties, thene lsa no assurance that the events and
circumstances described in forward-looking statedmeantained in this press release will in factusc®¥ ou should read this press release
completely and with the understanding that ouraatesults may be materially different from what expect. We will not update these
forward-looking statements, even though our situathay change in the future. We qualify all of éamvard-looking statements by these
cautionary statements.
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