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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

WASHINGTON, D.C. 20549

FORM 8-K

CURRENT REPORT

Pursuant to Section 13 or 15(d) of the
Securities Exchange Act of 1934

Date of Report (Date of earliest event reported) September 26, 2005

AMERISERYV FINANCIAL, INC.

(Exact name of registrant as specified in its charter)

Pennsylvania 0-11204 25-1424278
(State or other jurisdiction (Commission (IRS
of incorporation) File Number) Employer

Ident. No.)
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Main and Franklin Streets, Johnstown, Pennsylvania 15901
(Address of principal executive offices) (Zip Code)

Registrant s telephone number, including area code (814) 533-5300

N/A

(Former name or former address, if changed since last report.)

Check the appropriate box below if the Form 8-K filing is intended to simultaneously satisfy the filing obligation of

the registrant under any of the following provisions:

o Written communications pursuant to Rule 425 under the Securities Act (17 CFR 230.425)

o Soliciting material pursuant to Rule 14a-12 under the Exchange Act (17 CFR 240.14a-12)

0 Pre-commencement communications pursuant to Rule 14d-2(b) under the Exchange Act (17 CFR 240.14d-2(b))

0 Pre-commencement communications pursuant to Rule 13e-4(c) under the Exchange Act (17 CFR 240.13e-4 (¢))

Item 1.01. Entry into a Material definitive Agreement

On September 26, 2005, the Registrant entered into stock purchase agreements with six institutional investors
pursuant to which the Registrant agreed to sell, in a private placement, 2,367,760 shares of its common stock, par
value $2.50, at a price of $4.35 per share, for aggregate gross proceeds of $10,299,756. The closing of this
transaction is expected to occur on or about September 29, 2005. The Registrant has agreed to file a registration
statement on Form S-3 relating to the resale of such shares by the purchasers.

Additional information about this transaction is contained in the press release attached as Exhibit 99.1 hereto.
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Item 3.02. Unregistered Sales of Equity Securities

Pursuant to the terms and conditions of the stock purchase agreements described in Item 1.01 of this Current Report
on Form 8-K and filed as Exhibit 99.2 hereto, on September 26, 2005, the Registrant agreed to sell 2,367,760 shares
of its common stock, par value $2.50, to six institutional investors at a per share price of $4.35 for an aggregate
offering price of $10,299,756 Lehman Brothers, Inc., the placement agent, will receive a commission of $640,000.
The transaction was exempt from registration pursuant to Section 4(2) of the Securities Act of 1933, as amended, and
Rule 506 thereunder, as a transaction not involving a public offering. The purchasers represented their intention to
acquire the securities for investment only and not with a view to the distribution thereof other than in accordance with
applicable law. Appropriate legends will be affixed to the stock certificates issued in the transaction. All purchasers
either received or had access to adequate information concerning the investment.

Item 9.01 Financial Statements and Exhibits

(d) Exhibits

99.1 Press release issued by the Registrant on September 27, 2005
99.2 Form of Stock Purchase Agreement

99.3 Excerpts from Supplement 1 to Confidential Private Placement Memorandum dated as of

September 23, 2005

SIGNATURES

Pursuant to the requirements of the Securities Exchange Act of 1934, as amended, the Registrant has duly caused this
report to be signed on its behalf by the undersigned hereunto duly authorized.



Date: September 26, 2005

AmeriServ Financial, Inc.

(Registrant)

By:

Name:
Title:
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/s/ Allan R. Dennison

Allan R. Dennison
President
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EXHIBIT INDEX

99.1 Press release issued by the Registrant on September 27, 2005
99.2 Form of Stock Purchase Agreement

99.3 Excerpts from Supplement 1 to Confidential Private Placement Memorandum dated as of
September 23, 2005
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Exhibit 99.1

For Information Contact: September 27, 2005
Jeffrey Stopko,

Senior Vice President, Chief Financial

Officer

(814) 533-5310 FOR IMMEDIATE

RELEASE

AmeriServ Financial Agrees to Sell $10.3 Million of Common
Stock in a Private Placement

JOHNSTOWN, PA, September 27 AmeriServ Financial, Inc. NASDAQ: ASRV) President and CEO Allan R.
Dennison announced that AmeriServ has entered into definitive agreements with institutional investors for a $10.3
million private placement of its Common Stock. The private placement was led by new shareholder Crestview
Capital and included commitments from existing shareholders Financial Stock Capital Partners III L. P., and
institutional investors managed by a large Boston-based investment adviser. Lehman Brothers Inc. acted as exclusive
placement agent for the financing and Griffin Financial Group served as financial advisor to AmeriServ's Board of
Directors.

AmeriServ secured commitments from investors to purchase 2,367,760 shares of its Common Stock at a price of
$4.35 per share. The closing of the transaction is expected to occur on or about September 29, 2005.

AmeriServ will contribute $1.0 million of the net proceeds to the capital of AmeriServ Financial Bank and $1.0
million to the capital of AmeriServ s growing trust company subsidiary. Additionally, AmeriServ will use the
remaining $7.2 million of net proceeds to redeem outstanding 8.45% Trust Preferred Securities, which will result in
annual pre-tax savings of approximately $600,000.

Also, AmeriServ has undertaken a balance sheet restructuring that will be completed by the end of the third quarter.
The restructuring steps include a prepayment of all $100 million of AmeriServ Financial Bank's remaining long term
convertible advances from the Federal Home Loan Bank (FHLB) of Pittsburgh and termination of the related interest
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rate swaps. Penalties in connection with the prepayment of the FHLB advances, losses on sales of securities to fund
the prepayment and the write-off of deferred issuance costs in connection with the redemption of the Trust Preferred
Securities will result in a one-time after tax charge of approximately $10 million to $11 million in the third quarter of
2005.

Together, the prepayment of the FHLB advances, the termination of the related interest rate swaps and the redemption
of the Trust Preferred Securities, will significantly improve AmeriServ s interest rate risk position and position the
company for future increased earnings performance.

As part of this transaction, AmeriServ Financial will file a registration statement covering the resale of the shares of
Common Stock acquired in this offering.

In announcing the transaction, Dennison commented, "We are extremely pleased by the vote of confidence by the
professional investors who are participating in this sale. We believe that the reduction of our debt burden and
AmeriServ Financial Bank's leverage will improve our interest rate risk exposure and position us to continue the
earnings improvement we have seen this year."

AmeriServ Financial, Inc. is the parent of AmeriServ Financial Bank and AmeriServ Trust & Financial Services
Company in Johnstown, AmeriServ Associates of State College, and AmeriServ Life Insurance Company.

HH#

This release may contain forward-looking statements, which are included in accordance with the safe harbor
provisions of the Private Securities Litigation Reform Act of 1995, and accordingly, the cautionary statements
contained in AmeriServ Financial s Annual Report on Form 10-K for the year ended Dec. 31, 2004, and other filings
with the Securities and Exchange Commission are incorporated herein by reference. These factors include, but are not
limited to: the effect of interest rate and currency exchange fluctuations; competition in the financial services market
for both deposits and loans; AmeriServ s ability to efficiently incorporate acquisitions into its operations; the ability of
AmeriServ and its subsidiaries to increase its customer base; the effect of regulatory and legislative action; possible
rejection by our shareholders of the proposal to approve the second part of this offering; and regional and general
economic conditions. Actual results and performance in future periods may be materially different from any future
results or performance suggested by the forward-looking statements in this release. AmeriServ expressly disclaims
any obligation to update or revise any forward-looking statements found herein to reflect any changes in its
expectations of results or any change in events.
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Exhibit 99.2

AMERISERYV FINANCIAL, INC.
PURCHASE AGREEMENT

THIS PURCHASE AGREEMENT (this Agreement ) is made as of the 26th day of September, 2005, by and between
AmeriServ Financial, Inc., a corporation organized under the laws of the State of Pennsylvania (the Company ), with
its principal offices at Main and Franklin Streets, P.O. Box 430, Johnstown, Pennsylvania 15907-0430, and the
purchaser whose name and address is set forth on the signature page hereof (the Purchaser ).

RECITALS
A.

The Company desires to issue and sell shares of the common stock, par value $2.50 per share, of the Company (the
Common Stock ) in a private placement (the Offering ).

B.

In furtherance of the Offering, the Company has prepared and delivered to the Purchaser a confidential private
placement memorandum dated September 8, 2005, Supplement 1 thereto, dated September 23, 2005 and Supplement
2 thereto, dated September 26, 2005 (such confidential private placement memorandum, as amended or supplemented,
including all documents incorporated by reference therein, including any SEC Filings (as defined in Section 4.15) and
any other documents incorporated by reference pursuant to Section 4.15 herein that are filed on or before the date
hereof, collectively, the Private Placement Memorandum ).

C.

The Purchaser desires, upon the terms and conditions set forth in this Agreement, to purchase shares of the Common
Stock in the Offering.

D.

The Company and the Purchaser are executing and delivering this Agreement in reliance upon the exemption from
registration afforded by Section 4(2) of the Securities Act (as defined in Section 3.2) and Rule 506 under
Regulation D.

IN CONSIDERATION of the premises and mutual covenants contained in this Agreement and other good and
valuable consideration the receipt and sufficiency of which are hereby acknowledged, the Company and the Purchaser

agree as follows:

A
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Authorization of Sale of the Shares. Subject to the terms and conditions of this Agreement, the Company has
authorized the sale of up to 2,367,760 aggregate shares (the Shares ) of Common Stock at a purchase price of $4.35
per Share. The Company reserves the right to increase or decrease the aggregate number of Shares of Common Stock
to be sold prior to the Closing (as defined in Section 3.1).

B.

Agreement to Sell and Purchase the Shares. At the Closing (as defined in Section 3.1), the Company will sell to the
Purchaser and the Purchaser will buy from the Company, upon the terms and conditions hereinafter set forth, the
number of Shares set forth on the signature page hereto. The Company proposes to enter into this same form of
purchase agreement with certain other investors (the Other Purchasers ) and expects to complete sales of the Shares
to them. The Purchaser and the Other Purchasers are hereinafter sometimes collectively referred to as the

Purchasers, and this Agreement and the agreements executed by the Other Purchasers are hereinafter sometimes
collectively referred to as the Agreements. Notwithstanding any contrary provisions of the Agreements, the
obligations of each Purchaser are several and not joint with the obligations of any other Purchaser, and no Purchaser
shall be responsible in any way for the performance of the obligations of any other Purchaser. Nothing contained
herein, and no action taken by any Purchaser, shall be deemed to constitute the Purchasers as a partnership, an
association, a joint venture or any other kind of entity, or create a presumption that the Purchasers are in any way
acting in concert or as a group with respect to such obligations or the transactions contemplated by the Agreements.
Each Purchaser shall be entitled to independently protect and enforce its rights, including without limitation the rights
arising out of its Agreement and it shall not be necessary for any other Purchaser to be joined as an additional party in
any proceeding for such purpose. The term Placement Agent shall mean Lehman Brothers Inc.

C.

Delivery of the Shares at the Closing.

3.1 Location of the Closing. The completion of the purchase and sale of the Shares (the Closing ) shall occur at the
offices of Stevens & Lee P.C., 620 Freedom Business Center, Suite 200, King of Prussia, PA 19406, as soon as
practicable and as agreed by the parties hereto within three (3) business days following the execution of the
Agreements, or on such later date or at such different location as the parties shall agree in writing, but not prior to the
date that all of the conditions for Closing have been satisfied or waived by the appropriate party (the Closing Date ).

3.2 Actions to be Taken Prior to. and at. the Closing. (a)

Upon execution of this Agreement, the Company shall authorize its transfer agent (the Transfer Agent ) to arrange
delivery to the Purchaser of one or more stock certificates registered in the name of the Purchaser, or in such nominee
name(s) as designated by the Purchaser in writing, representing the number of Shares set forth on the signature page
hereto and bearing an appropriate legend referring to the fact that the Shares were sold in reliance upon the exemption
from registration under the Securities Act of 1933, as amended (the Securities Act ) provided by Section 4(2) thereof
and Rule 506 thereunder. At the Closing, the Transfer Agent shall deliver to the Placement Agent a certificate of the
Transfer Agent, in form and substance reasonably acceptable to the Placement Agent, certifying that it is duly
authorized to issue the Shares.

(b)

The name(s) in which the stock certificates for Shares are to be registered are set forth in the Stock Certificate
Questionnaire included in the Questionnaire attached hereto as Appendix I (the Questionnaire ).

3.3 Conditions Precedent to Closing. (a)
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The Company s obligation to complete the purchase and sale of the Shares and deliver such stock certificate(s) to the
Purchaser at the Closing shall be subject to the following conditions, any one or more of which may be waived in
writing by the Company: (i) receipt by the Company of same-day funds in the full amount of the purchase price for
the Shares being purchased hereunder; (ii) the accuracy of the representations and warranties (as if such
representations and warranties were made on the Closing Date) made by the Purchasers and the fulfillment of those
undertakings and covenants of the Purchasers required to be fulfilled prior to the Closing; (iii) the Purchaser shall

have executed and delivered to the Company the Registration Statement Questionnaire attached hereto as part of the
Questionnaire, pursuant to which the Purchaser shall provide information necessary to confirm such Purchaser s status
as an accredited investor as defined in Rule 501 promulgated under the Securities Act; (iv) no proceeding challenging
this Agreement or any of the Agreements with any of the Other Purchasers or the transactions contemplated hereby or
thereby or seeking to prohibit, alter, prevent or materially delay the Closing shall have been instituted or shall be
pending before any court, arbitrator or governmental body, agency or official; and (v) the sale of the Shares shall not
be prohibited by any law or governmental order or regulation.

(b)

The Purchaser s obligation to accept delivery of such stock certificate(s) and to pay for the Shares evidenced thereby
shall be subject to the conditions: (i) that the representations and warranties made by the Company herein are accurate
as of the Closing Date; (ii) that the Company has fulfilled all undertakings and covenants set forth herein required to
be fulfilled prior to the Closing; (iii) that the Common Stock shall be quoted on the Nasdaq National Market System

( Nasdaq ); (iv) the absence of any material adverse change affecting the Company and its subsidiaries taken as a
whole or the Company's consolidated financial condition or results of operations; (v) at the request of Purchaser,
delivery of the Shares simultaneously with payment for the Shares; (vi) no proceeding challenging this Agreement or
any of the Agreements with any of the Other Purchasers or the transactions contemplated hereby or thereby or seeking
to prohibit, alter, prevent or materially delay the Closing shall have been instituted or shall be pending before any
court, arbitrator or governmental body, agency or official; and (vii) the sale of Shares shall not be prohibited by any
law or governmental order or regulation.

D.

Representations. Warranties and Covenants of the Company. The Company hereby represents and warrants to, and
covenants with, the Purchaser as follows:

[0

Organization and Qualification. The Company is a corporation duly incorporated, validly existing and in good
standing under the laws of the Commonwealth of Pennsylvania and the Company is qualified to do business as a
foreign corporation in each jurisdiction in which qualification is required, except where failure to so qualify would not
reasonably be expected to have a Material Adverse Effect (as defined in Section 4.22). Set forth on Schedule 4.1 is a
complete and correct list of all entities at least 50% of the outstanding equity of which is owned, directly or indirectly,
by the Company (or which are otherwise directly or indirectly controlled by the Company) (each, a Subsidiary and
collectively, the Subsidiaries ) of the Company. Each Subsidiary is duly incorporated, validly existing and in good
standing under the laws of its jurisdiction of incorporation and is qualified to do business as a foreign corporation in
each jurisdiction in which qualification is required, except where failure to so qualify would not have a Material
Adverse Effect.

(i)
Authorized Capital Stock. As of August 31, 2005, (i) the authorized capital stock of the Company consisted of thirty
million (30,000,000) shares of Common Stock and two million (2,000,000) shares of Preferred Stock, of which

nineteen million seven hundred twenty-nine thousand six hundred seventy-eight (19,729,678) shares of Common
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Stock and no shares of Preferred Stock were issued and outstanding; (ii) there were outstanding options granted
pursuant to the Company s stock option plans (as described in Section 4.2(iii)) to purchase a total of three hundred
ninety thousand eight hundred eighty-three (390,883) shares of Common Stock; (iii) there were available for issuance
under the Company s stock option and purchase plans a total of one million forty-six thousand fifty-seven (1,046,057)
shares of Common Stock; and (iv) there were one hundred forty-three thousand two hundred eighty (143,280) shares
of Common Stock reserved for issuance under the Company s dividend reinvestment plan. The issued and outstanding
shares of the Company s Common Stock have been duly authorized and validly issued, are fully paid and
nonassessable, have been issued in compliance with all federal and state securities laws and were not issued in
violation of or subject to any preemptive rights or other rights to subscribe for or purchase securities, and conform in
all material respects to the description thereof contained in the Private Placement Memorandum or incorporated by
reference in the Private Placement Memorandum. Except for stock options and other awards granted under the option,
award and purchase plans of the Company described in the Private Placement Memorandum or except as otherwise
disclosed in or contemplated by the Private Placement Memorandum, the Company does not have outstanding any
options to purchase, or any preemptive rights or other rights to subscribe for or to purchase, any securities or
obligations convertible into, or any contracts or commitments to issue or sell, shares of its capital stock or any such
options, rights, convertible securities or obligations. The description of the Company s stock, stock bonus and other
stock plans or arrangements and the options or other rights granted and exercised thereunder, set forth or incorporated
by reference in the Private Placement Memorandum accurately and fairly presents in all material respects all
information pertaining to such plans, arrangements, options and rights. With respect to each Subsidiary, (i) all the
issued and outstanding shares of the Subsidiary s capital stock have been duly authorized and validly issued, are fully
paid and nonassessable, have been issued in compliance with applicable federal and state securities laws, were not
issued in violation of or subject to any preemptive rights or other rights to subscribe for or purchase securities, and

(ii) there are no outstanding options to purchase, or any preemptive rights or other rights to subscribe for or to
purchase, any securities or obligations convertible into, or any contracts or commitments to issue or sell, shares of the
Subsidiary s capital stock or any such options, rights, convertible securities or obligations. Except as disclosed on
Schedule 4.1, the Company directly or indirectly owns 100% of the outstanding equity of each Subsidiary.

iii

Issuance, Sale and Delivery of the Shares. The Shares have been duly authorized and, when issued, delivered and
paid for in the manner set forth in this Agreement, will be duly authorized, validly issued, fully paid and
nonassessable. No preemptive rights or other rights to subscribe for or purchase exist with respect to the issuance and
sale of the Shares by the Company pursuant to this Agreement. Except as set forth in the Private Placement
Memorandum or in any document incorporated by reference therein, no stockholder of the Company has any right
(which has not been waived or has not expired by reason of lapse of time following notification of the Company s
intent to file the registration statement to be filed by it pursuant to Section 7.1 (the Registration Statement )) to
require the Company to register the sale of any shares owned by such stockholder under the Securities Act in the
Registration Statement. No further approval or authority of the stockholders or the Board of Directors of the
Company or any other person will be required for the issuance and sale of the Shares to be sold by the Company as
contemplated herein.

({v)

Due Execution. Delivery and Performance of this Agreement. The Company has all requisite corporate power and
authority to enter into this Agreement and perform the transactions contemplated hereby. This Agreement has been

duly authorized, executed and delivered by the Company. The execution, delivery and performance of this Agreement
by the Company and the consummation of the transactions herein contemplated will not violate any provision of the
organizational documents of the Company and will not result in the creation of any lien, charge, security interest or
encumbrance upon any assets of the Company or of any of its Subsidiaries pursuant to the terms or provisions of, or
will not conflict with, result in the breach or violation of, or constitute, either by itself or upon notice or the passage of
time or both, a default under any agreement, mortgage, deed of trust, lease, franchise, license, indenture, permit or
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other instrument to which the Company or any of its Subsidiaries is a party or by which the Company or any of its
Subsidiaries or any of their respective properties may be bound or affected or, any statute or any authorization,
judgment, decree, order, rule or regulation of any court or any regulatory body, administrative agency or other
governmental body applicable to the Company or any of its Subsidiaries or any of their respective properties where
such conflict, breach, violation or default is reasonably likely to result in a Material Adverse Effect. No consent,
approval, authorization or other order of any court, regulatory body, administrative agency or other governmental
body is required for the execution and delivery of this Agreement or the consummation of the transactions
contemplated by this Agreement (including without limitation the acquisition of the Shares by the Purchaser pursuant
to this Agreement), except for compliance with the Blue Sky laws and federal securities laws applicable to the
offering of the Shares. Upon the execution and delivery of this Agreement by the Company, and assuming the valid
execution hereof by the Purchaser, this Agreement will constitute a valid and binding obligation of the Company,
enforceable in accordance with its terms, except as enforceability may be limited by applicable bankruptcy,
insolvency, reorganization, moratorium or similar laws affecting creditors and contracting parties rights generally and
except as enforceability may be subject to general principles of equity (regardless of whether such enforceability is
considered in a proceeding in equity or at law) and except as the indemnification agreements of the Company in
Section 7.3 hereof may be legally unenforceable.

(6%]

Accountants. The firm of Deloitte & Touche LLP, which has expressed its opinion with respect to the consolidated
financial statements included in the Company s Annual Report on Form 10-K for the fiscal year ended December 31,
2004 (portions of which are incorporated by reference in the Private Placement Memorandum), has represented that it
is an independent accountant as required by the Securities Act and the rules and regulations promulgated thereunder
(the Rules and Regulations ).

(vi)

Contracts. Except as set forth in the Private Placement Memorandum, the contracts that are material to the Company
are in full force and effect on the date hereof; and neither the Company nor any of its Subsidiaries nor, to the
Company s knowledge, any other party thereto, is in breach of or default under any of such contracts which breach or
default would have a Material Adverse Effect.

Vil

No Actions. Except as disclosed in the Private Placement Memorandum, (1) there are no legal or governmental
actions, suits or proceedings, pending or threatened, and (2) to the Company s knowledge, there are no legal or
governmental actions, suits, or proceedings threatened, to which the Company or any of its Subsidiaries is or may be a
party or subject or of which property of the Company or any of its Subsidiaries is or may be the subject, or related to
applicable environmental or discrimination matters, or instituted by the Securities and Exchange Commission (the

Commission ), the NASD, any state securities commission or other governmental or regulatory entity, which actions,
suits or proceedings, individually or in the aggregate, would prevent or might reasonably be expected to prevent or
materially and adversely affect the transactions contemplated by this Agreement or result in a Material Adverse
Effect; and, to the Company s knowledge, no labor disturbance by the employees of the Company or of any of its
Subsidiaries exists, or is imminent which is reasonably expected to have a Material Adverse Effect. Except as
disclosed in the Private Placement Memorandum, neither the Company nor any of its Subsidiaries is party to or
subject to the provisions of any material injunction, judgment, decree or order of any court, regulatory body
administrative agency or other governmental body.

(viii)

22



Edgar Filing: AMERISERV FINANCIAL INC /PA/ - Form 8-K

Properties. Each of the Company and its Subsidiaries has good and marketable title to all the properties and assets
reflected as owned by it in the consolidated financial statements incorporated by reference in the Private Placement
Memorandum (the Proprietary Assets ), subject to no lien, mortgage, pledge, charge or encumbrance of any kind
except (i) those, if any, reflected in such consolidated financial statements, or (ii) those which are not material in
amount and do not materially adversely affect the use made of such property by the Company or any of its
Subsidiaries. Each of the Company and its Subsidiaries holds its leased properties under valid and binding leases,
subject to such exceptions as are not materially significant in relation to its business. The Proprietary Assets and the
leased assets of the Company and its Subsidiaries constitute all the Proprietary Assets and leased assets necessary to
enable the Company and its Subsidiaries to conduct their businesses in the manner in which such businesses have

been and are being conducted. Except as set forth in the Private Placement Memorandum, (x) neither the Company
nor any of its Subsidiaries has licensed any of its Proprietary Assets to any individual, sole proprietorship, partnership,
corporation, limited liability company, business trust, unincorporated association, joint stock corporation, trust, joint
venture or other entity, any university or similar institution, or any government or any agency or instrumentality or
political subdivision thereof (each a Person ) on an exclusive, semi-exclusive or royalty-free basis, and (y) neither the
Company nor any of its Subsidiaries has entered into any covenant not to compete or contract limiting such entity s
ability to exploit fully any of such entity s material Proprietary Assets or to transact business in any material market or
geographical area or with any Person. Proprietary Assets shall include, but shall not be limited to, the Intellectual
Property of the Company, as defined in Section 4.10 below.

(x)

No Material Change. Since June 30, 2005 and except as described in or specifically contemplated by the Private
Placement Memorandum: (i) neither the Company nor any of its Subsidiaries has incurred any material liabilities or
obligations, indirect, or contingent, or entered into any material oral or written agreement or other transaction not in
the ordinary course of business or which could reasonably be expected to have a Material Adverse Effect; (ii) neither
the Company nor any of its Subsidiaries has sustained any material loss or damage to its physical properties or assets
from fire, flood, windstorm, accident or other calamity not covered by insurance; (iii) neither the Company nor any of
its Subsidiaries has paid or declared any dividends or other distributions with respect to its capital stock, and neither
the Company nor any of its Subsidiaries has defaulted in the payment of principal or interest on any outstanding debt
obligations; and (iv) there has not been any change in the capital stock of the Company or of any of its Subsidiaries
other than the sale of the Shares hereunder and shares or options issued pursuant to employee equity incentive plans or
purchase plans approved by the Company s Board of Directors and repurchases of shares or options pursuant to
repurchase plans already approved by the Company s Board of Directors, or any increase in indebtedness material to
the Company or any of its Subsidiaries.

x)

Intellectual Property. Except as disclosed in the Private Placement Memorandum: (i) the Company owns or has
obtained valid and enforceable licenses or options for the inventions, patent applications, patents, trademarks (both
registered and unregistered), trade names, trademark applications, copyrights, copyright applications, maskworks,
maskwork applications, trade secrets, fictitious business names, service marks, service mark applications, know how,
customer lists, franchise systems, computer software, computer program, designs, blueprints, engineering drawings,
proprietary products, source code, technology, proprietary rights or other intellectual property rights or intangible
assets and all licenses and other rights required to use or exploit any of the foregoing, currently used in the conduct of
the Company s business (collectively, the Intellectual Property ); and (ii) (a) there are no third parties who have any
ownership rights to any Intellectual Property that is owned by, or has been licensed to, the Company for the products
described in the Private Placement Memorandum that would preclude the Company from conducting its business as
currently conducted and have a Material Adverse Effect, except for the ownership rights of the owners of the
Intellectual Property licensed or optioned by the Company; (b) to the Company s knowledge, there are currently no
sales of any products that would constitute an infringement by third parties of any Intellectual Property owned,
licensed or optioned by the Company, which infringement would have a Material Adverse Effect; (c) there is no
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pending or, to the Company s knowledge, threatened action, suit, proceeding or claim by others challenging the rights
of the Company in or to any Intellectual Property owned, licensed or optioned by the Company, other than claims
which would not reasonably be expected to have a Material Adverse Effect; (d) there is no pending or, to the
Company s knowledge, threatened action, suit, proceeding or claim by others challenging the validity or scope of any
Intellectual Property owned, licensed or optioned by the Company, other than any such actions, suits, proceedings and
claims that would not reasonably be expected to have a Material Adverse Effect; and (e) there is no pending or, to the
Company s knowledge, threatened action, suit, proceeding or claim by others that the Company infringes or otherwise
violates any patent, trademark, copyright, trade secret or other proprietary right of others, other than non-material
actions, suits, proceedings and claims.

(xi)

Compliance. Other than as set forth in the Private Placement Memorandum, neither the Company nor any of its
Subsidiaries has been advised, nor has reason to believe, that it is not conducting business in compliance with all
applicable laws, rules and regulations of the jurisdictions in which it is conducting its business, including, without
limitation, all applicable local, state and federal environmental laws and regulations; in each case, except where failure
to be in compliance would not have a Material Adverse Effect.

Xii

Taxes. The Company and each of its Subsidiaries have filed all necessary federal, state and foreign income and
franchise tax returns and have paid or accrued all taxes shown as due thereon, and neither the Company nor any of its
Subsidiaries has knowledge of a tax deficiency which has been or might be asserted or threatened against it which is
reasonably likely to have a Material Adverse Effect.

(xiii)

Investment Company. The Company is not an investment company or an affiliated person of, or promoter or princiy
underwriter for an investment company, within the meaning of the Investment Company Act of 1940, as amended.

X1V,

Offering Materials. Except for the SEC Filings (as defined in Section 4.15 below), the Company has not distributed
and will not distribute prior to the Closing Date to the Purchaser any offering material or material non-public
information in connection with the offering and sale of the Shares other than the Private Placement Memorandum or
any amendment or supplement thereto. Neither the Company nor any person acting on its behalf has in the past or
will hereafter take any action to sell, offer for sale or solicit offers to buy any securities of the Company which would
subject the offer, issuance or sale of the Shares contemplated by this Agreement to the registration requirements of
Section 5 of the Securities Act.

xv)

Additional Information. (a) To the extent incorporated by reference in the Private Placement Memorandum, the
information contained in the following documents, did not, as of the date of the applicable document, include any
untrue statement of a material fact or omit to state any material fact required to be stated therein or necessary to make
the statements therein, in the light of the circumstances in which they were made, not misleading, as of their
respective Filing Date or, if amended, as so amended (the following documents together with any other filings by the
Company with the Commission made prior to the Subsequent Closing Date, collectively, the SEC Filings ):

1. The Company s Annual Report on Form 10-K for the year ended December 31, 2004 (excluding Item 1.-
Business set forth therein) filed with the Commission on March 10, 2005, as amended by the Company s Annual
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Report on Form 10-K/A for the year ended December 31, 2004 (excluding Item 1.- Business set forth therein) filed
with the Commission on September 7, 2005;

2.

The Company s Quarterly Reports on Form 10-Q for the quarters ended (i) March 31, 2005 filed with the Commission
on May 10, 2005 and (ii) June 30, 2005 filed with the Commission on August 11, 2005;

3. The Company s Current Report on Form 8-K, filed with the Commission on January 26, 2005;
4,

The Company s Proxy Statement on Schedule 14A for the 2005 Annual Meeting of Stockholders filed with the
Commission on March 16, 2005; and

5.

Any future filings the Company makes with the Commission under Sections 13(a), 13(c), 14, or 15(d) of the Securities
Exchange Act of 1934, as amended (the Exchange Act ), until the Closing.

(b)

As of the date of this Agreement and the Closing Date, the Private Placement Memorandum, which, to the Company s
knowledge, the Placement Agent has furnished to the Purchaser, does not include any untrue statement of a material
fact or omit to state any material fact necessary to make the statements therein, in the light of the circumstances in
which they were made, not misleading.

(©)

In furtherance and not in limitation of the provisions of Section 4.15, the consolidated financial statements of the
Company and the related notes contained in or incorporated by reference into the SEC Filings present fairly in all
material respects, in accordance with generally accepted accounting principles, the consolidated financial position of
the Company and its Subsidiaries as of the dates indicated, and the results of their operations, cash flows, and the
changes in stockholders equity for the periods therein specified, subject, in the case of unaudited financial statements
for interim periods, to normal year-end audit adjustments and the absence of full footnote disclosure as required by
generally accepted accounting principles. Such consolidated financial statements (including the related notes) have
been prepared in all material respects in accordance with generally accepted accounting principles applied on a
consistent basis throughout the periods therein specified, subject, in the case of unaudited financial statements for
interim periods, to normal year-end adjustments, and except as otherwise described therein and except that unaudited
financial statements may not contain all footnotes required by generally accepted accounting principles.

XVi
Form D. No later than fifteen (15) days after the Closing, the Company shall file a Form D with respect to the Shares

as required under Regulation D and shall provide a copy thereof to counsel for the Placement Agent promptly after
filing.

(xvii)

Legal Opinion. Prior to the Closing, Stevens & Lee P.C. ( Stevens & Lee ), counsel to the Company, will deliver its
legal opinion to the Placement Agent substantially in the form attached as Exhibit A to this Agreement, with specific
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reference to the Shares. Such opinion shall also state that each of the Purchasers may rely thereon as though it were
addressed directly to such Purchaser.

(xviii)

Certificate. At the Closing, the Company will deliver to counsel for the Placement Agent a certificate executed by the
chief executive officer, or the chief financial or accounting officer of the Company, dated the Closing Date, in form
and substance reasonably satisfactory to the Purchaser, to the effect that the representations and warranties of the
Company set forth in this Section 4 are true and correct as of such Closing Date, and the Company has complied in all
material respects with all the agreements and satisfied all the conditions herein on its part to be performed or satisfied
on or prior to such Closing Date.

XiX

Reporting Company: Form S-3. The Company is subject to the reporting requirements of the Exchange Act and has
filed all reports required thereby since June 30, 2005. The Company satisfies the registrant requirements for the use of
a registration statement on Form S-3 to register the Shares for resale by the Purchaser under the Securities Act. To the
Company s knowledge, there exist no facts or circumstances (including without limitation any required approvals or
waivers or any circumstances that may delay or prevent the obtaining of accountant s consents) that reasonably could
be expected to prohibit or delay the preparation and filing of the registration statement on Form S-3 for the resale of
the Shares by the Purchaser contemplated by Section 7 of this Agreement.

xx)

Quotation on Nasdag. Except as set forth in the SEC Documents, the Company has not, in the two years preceding
the date hereof, received notice (written or oral) from Nasdaq, any stock exchange, market or trading facility on which
the Common Stock is or has been listed (or on which it has been quoted) to the effect that the Company is not in
compliance with the listing or maintenance requirements of such exchange, market or trading facility. The Company
is in compliance with all such listing and maintenance requirements. The Company shall use its commercially
reasonable efforts to obtain listing of the Shares on Nasdaq promptly after the Closing and to maintain the designation
and quotation, or listing, of the Common Stock, including without limitation the Shares, on Nasdaq or on another
national securities exchange for a minimum of two (2) years following the Closing Date.

XX1

Use of Purchaser Name. Except as may be required by applicable law, the Company shall not use, directly or
indirectly, the Purchaser s name or the name of any of its affiliates or its investment adviser in any advertisement,
announcement, press release or other similar communication unless it has received the prior written consent of the
Purchaser or its investment adviser for the specific use contemplated or as otherwise required by applicable law or
regulation.

(xxii)

Material Adverse Effect. As used in this Section 4, the term Material Adverse Effect means a material adverse effect
upon the business, condition (financial or otherwise), results of operation, properties, liabilities or operations of the
Company and its Subsidiaries taken as a whole.

(xxiii)

No Defaults. Except as disclosed in the Private Placement Memorandum, neither the Company nor any of its
Subsidiaries is in violation or default of any provision of its articles of incorporation (or equivalent documents under
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relevant jurisdictions of organization) or bylaws, or in breach of or default with respect to any provision of any
agreement, judgment, decree, order, mortgage, deed of trust, lease, franchise, license, indenture, permit or other
instrument to which it is a party or by which it or any of its properties are bound and where such breach or default is
reasonably likely to result in a Material Adverse Effect.

(xxiv)

Transfer Taxes. On the Closing Date, all stock transfer or other taxes (other than income or similar taxes) which are
required to be paid in connection with the sale and transfer of the Shares to be sold to the Purchaser hereunder will be,
or will have been, fully paid or provided for by the Company, and all laws imposing such taxes will be or will have
been complied with.

XXV

Use of Proceeds. The Company will use the proceeds from the sale of the Shares as described under Use of Proceeds
in the Private Placement Memorandum.

(xxvi)

Price of Common Stock. The Company has not taken any action intended to stabilize or manipulate the price of the
Company s shares of the Common Stock to facilitate the sale or resale of the Shares. The Company has not
repurchased any of its shares of Common Stock since June 30, 2005.

(xxvii)

Disclosure. Except as included in the Private Placement Memorandum, neither the Company nor, to the Company s
knowledge, any Person acting on behalf of the Company, has provided the Purchaser with any information that the
Company believes constitutes material, non-public information. Before 9:00 a.m., New York City Time, on the first
business day after the date hereof, the Company shall issue a press release in form reasonably acceptable to counsel
for the Placement Agent describing the transactions contemplated by this Agreement, and the Company shall file a
Current Report on Form 8-K describing the material terms of the transactions contemplated by this Agreement
(including all exhibits, the 8-K Filing ), and disclosing such portions of the Private Placement Memorandum and the
Chief Executive Officer s certificate delivered pursuant to Section 3.3(b) as contain material nonpublic information
with respect to the Company that has not previously been publicly disclosed by the Company, and attaching as an
exhibit to the 8-K Filing a form of this Agreement. Except for information that may be provided to the Purchaser
pursuant to Section 5(h) of this Agreement, the Company shall not, and shall use commercially reasonable efforts to
cause each of its officers, directors, employees and agents not to, provide Purchaser with any material nonpublic
information regarding the Company from and after the filing of the 8-K Filing without the express written consent of
such Purchaser. The Company understands and confirms that the Purchaser will rely on the representations and
covenants set forth in this Section 4.27 in effecting transactions in securities of the Company.

4.28

Off-Balance Sheet Arrangements. There is no transaction, arrangement, or other relationship between the Company
and an unconsolidated or other off balance sheet entity that is required to be disclosed by the Company in its
Exchange Act filings and is not so disclosed or that otherwise would be reasonably likely to have a Material Adverse
Effect.

=
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Representations. Warranties and Covenants of the Purchaser.

The Purchaser represents and warrants to, and covenants with, the Company that: (i) the Purchaser, or its investment
adviser acting on its behalf, is knowledgeable, sophisticated and experienced in making, and is qualified to make,
decisions with respect to investments in shares representing an investment decision like that involved in the purchase
of the Shares, including investments in securities issued by the Company and comparable entities, and has requested,
received, reviewed and considered all information it deems relevant in making an informed decision to purchase the
Shares, including the Private Placement Memorandum; (ii) the Purchaser is acquiring the number of Shares set forth
on the signature page hereto in the ordinary course of its business and for its own account for investment only and
with no present intention or view toward the public sale or distribution thereof, except in compliance with applicable
federal and state securities laws (this representation and warranty not limiting the Purchaser s right to sell such Shares
pursuant to the Registration Statement or in compliance with an exemption from registration under the Securities Act
or, other than with respect to any claims arising out of a breach of this representation and warranty, the Purchaser s
right to indemnification under Section 7.3); (iii) the Purchaser will not, directly or indirectly, except (as to each of
clauses (A), (B) and (C) below) in compliance with (that is, only to the extent required to comply with) the Securities
Act, the Rules and Regulations and such other securities or Blue Sky laws as may be applicable, (A) offer, sell,
pledge, transfer or otherwise dispose of (or solicit any offers to buy, purchase or otherwise acquire or take a pledge of)
any of the Shares, (B) engage in any short sale which results in a disposition of any of the Shares by Purchaser, or (C)
hedge the economic risk of the Purchaser s investment in the Shares; (iv) the Purchaser has completed or caused to be
completed the Questionnaire and the answers thereto are true and correct in all material respects as of the date hereof
and will be true and correct in all material respects as of the Closing, and the Purchaser will notify the Company as
promptly as possible of any material change in any such information provided in the Questionnaire prior to
effectiveness of the Registration Statement; (v) the Purchaser has, in connection with its decision to purchase the
number of Shares set forth on the signature page hereto, relied solely upon the Private Placement Memorandum and
the documents included therein or incorporated by reference and the representations and warranties of the Company
contained herein; and (vi) the Purchaser is an accredited investor within the meaning of Rule 501(a) of Regulation D
promulgated under the Securities Act. The Purchaser agrees to notify the Company as promptly as possible of any
change in the information set forth in clause (iv) above until such time as the Purchaser has sold all of its Shares or the
Company is no longer required to keep the Registration Statement effective.

ii.

The Purchaser understands that the Shares are being offered and sold to it in reliance upon specific exemptions from
the registration requirements of Securities Act, the Rules and Regulations and state securities laws, and that the
Company is relying upon the truth and accuracy of, and the Purchaser s compliance with, the representations,
warranties, agreements, acknowledgments and understandings of the Purchaser set forth herein in order to determine
the availability of such exemptions and the eligibility of the Purchaser to acquire the Shares.

iii.

The Purchaser agrees to use the information contained in the Private Placement Memorandum for the sole purpose of
evaluating a possible investment in the Shares and the Purchaser hereby acknowledges that it is prohibited from
reproducing or distributing the Private Placement Memorandum, this Purchase Agreement, or any other offering
materials or other information provided by the Company in connection with the Purchaser s consideration of its
investment in the Company, in whole or in part, or divulging or discussing any of their contents except to its advisors
and representatives for the purpose of evaluating such investment. The Purchaser shall maintain in confidence the
receipt and content of any notice of a Suspension (as defined in Section 5(h) below). The foregoing agreements shall
not apply to any information that is or becomes publicly available through no fault of the Purchaser, or that the
Purchaser is legally required to disclose; provided, however, that if the Purchaser is requested or ordered to disclose
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any such information pursuant to any court or other government order or any other applicable legal procedure, it shall
provide the Company with prompt notice of any such request or order in time sufficient to enable the Company to
seek an appropriate protective order.

1v.

The Purchaser understands that its investment in the Shares involves a significant degree of risk and that the market
price of the Common Stock has been and continues to be volatile and that no representation is being made as to the
future value of the Common Stock. The Purchaser has the knowledge and experience in financial and business
matters as to be capable of evaluating the merits and risks of an investment in the Shares and has the ability to bear the
economic risks of an investment in the Shares. The Purchaser has been afforded the opportunity to ask questions of
the Company regarding such matters and acknowledges that neither such inquiries nor any other due diligence
investigation conducted by the Purchaser or any of its advisors or representatives modifies, amends or affects the
Purchaser s right to rely on the Company s representations and warranties contained in Section 4 above.

V.

The Purchaser understands that no United States federal or state agency or any other government or governmental
agency has passed upon or made any recommendation or endorsement of the Shares.

Vi.

The Purchaser understands that, until such time as the Registration Statement has been declared effective or the Shares
may be sold by non-affiliates of the Company pursuant to Rule 144 under the Securities Act without any restriction as
to the number of securities as of a particular date that can then be immediately sold, the Shares may bear a restrictive
legend in substantially the following form (and a stop-transfer order may be placed against transfer of the certificates
for the Shares):

THE SECURITIES REPRESENTED BY THIS CERTIFICATE HAVE NOT BEEN REGISTERED UNDER
THE SECURITIES ACT OF 1933, AS AMENDED (THE SECURITIES ACT ), OR UNDER THE
SECURITIES LAWS OF ANY OTHER JURISDICTION. THE SECURITIES MAY NOT BE SOLD,
TRANSFERRED OR ASSIGNED IN THE ABSENCE OF AN EFFECTIVE REGISTRATION STATEMENT
FOR THE SECURITIES UNDER THE SECURITIES ACT AND APPLICABLE STATE SECURITIES
LAWS, OR AN OPINION OF COUNSEL, IN FORM, SUBSTANCE AND SCOPE REASONABLY
ACCEPTABLE TO THE COMPANY, THAT REGISTRATION IS NOT REQUIRED UNDER THE
SECURITIES ACT AND APPLICABLE STATE SECURITIES LAWS OR UNLESS SOLD PURSUANT TO
RULE 144 UNDER THE SECURITIES ACT.

Vii.

The Purchaser s principal executive offices are in the jurisdiction set forth immediately below the Purchaser s name on
the signature pages hereto.

Viii.

The Purchaser hereby covenants with the Company not to make any sale of the Shares under the Registration
Statement without effectively causing the prospectus delivery requirement under the Securities Act to be satisfied, and
the Purchaser acknowledges and agrees that such Shares are not transferable on the books of the Company pursuant to
a sale of Shares und