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STOCKHOLDERS AGREEMENT

DATED AS OF JULY   , 2001

BY AND AMONG

SHIELDIP, INC.,

MICHAEL O. RABIN,

DENNIS E. SHASHA,

THE COMMON STOCKHOLDERS NAMED HEREIN

AND

THE PURCHASERS NAMED HEREIN

SERIES A CONVERTIBLE PREFERRED STOCK

STOCKHOLDERS AGREEMENT
This Series A Convertible Preferred Stock Stockholders Agreement dated as of July    , 2001 (the “Agreement”), is entered into by and among ShieldIP, Inc., a Delaware corporation (the “Company”), Michael O. Rabin and Dennis E. Shasha (each, a “Founder” and collectively, the “Founders”), Robert Y. Shasha, Carol S. Green, Karen D. Shasha, Karen D. Shasha as custodian for Cloe L. Shasha, Karen D. Shasha as custodian for Tyler E. Shasha, Edward D. Shashoua and Michael V. Shashoua (collectively, the “Shasha Holders”), Sharon Orlee Rabin-Margalioth, Yoram Yitshak Margalioth, Sharon Orlee Rabin-Margalioth as custodian for Jonathan Menachem Margalioth, Sharon Orlee Rabin-Margalioth as custodian for Daniel Rabin Margalioth, Tal Daphne Rabin as custodian for Danna Rabin Kelmer, Tal Daphne Rabin as custodian for Yael Rabin Kelmer and Ruth Rabin (collectively, the “Rabin Holders”; the Shasha Holders and the Rabin Holders being hereinafter referred to as the “Common Stock Holders”), and those purchasers identified in Exhibit A hereto (each, a “Purchaser” and collectively, the “Purchasers”; the Purchasers and the Founders being hereinafter collectively referred to as the “Primary Stockholders”; and the Purchasers, the Founders and the Common Stock Holders being hereinafter collectively referred to as the “Stockholders”).

WHEREAS, the Founders own an aggregate of 7,360,000 shares of the Common Stock, par value $.0001 per share, of the Company (the “Common Stock”) and the Common Stock Holders own an aggregate of 2,640,000 shares of the Common Stock;

WHEREAS, the Purchasers are acquiring simultaneously with the execution hereof shares of Series A Convertible Preferred Stock of the Company (the “Series A Stock”) pursuant to a certain Series A Convertible Preferred Stock Purchase Agreement of even date herewith by and among the Company, the Purchasers and the Founders (the “Stock Purchase Agreement”); and

WHEREAS, as a condition to their purchase of Series A Stock, the Purchasers have required the Company, the Founders and the Common Stock Holders to enter into this Agreement;

NOW, THEREFORE, in consideration of the premises and the mutual promises and covenants herein contained and other valuable consideration, the receipt and sufficiency of which are hereby acknowledged, the parties hereto hereby agree as follows:

1. Board of Directors of the Company.

1.1 Number and Identity of Directors.  The Stockholders agree to vote all shares of the Common Stock and Series A Stock and any other class of voting security of the Company (the “Shares”) now or hereafter owned or controlled by them, and otherwise to use their respective best efforts as shareholders of the Company, to set the number of directors constituting the Board of Directors of the Company (the “Board of Directors”) at a maximum of five (5), and to elect as directors of the Company on the date hereof and in any subsequent election of directors the following persons:



(a)
One person designated by the holders of a majority in voting power of the Series A Stock (the “Series A Majority Holders”), who shall be designated after the date hereof and who shall serve in such a capacity for so long as he is willing (the “Series A Director”);



(b)
Michael O. Rabin and Dennis E. Shasha, each of whom shall serve in such capacity for so long as he is willing (each, a “Founder Director”); provided, however, that the Stockholders shall no longer be obligated to vote their Shares pursuant to this Section 1.1(b) upon the occurrence of any venture capital, institutional or other investor financing involving the issuance for the account of the Company of equity of the Company in which the aggregate gross proceeds received by the Company equals or exceeds [$1,500,000];



(c)
The Chief Executive Officer of the Company, who shall initially be Yossef Beinart (the “CEO Director”); and



(d)
One person designated by the Founders after the date hereof, such designation to be subject to the approval of the Series A Majority Holders, such approval not to be unreasonably withheld or delayed (the “Founder Designated Director”); provided, that, (i) such approval by the Series A Majority Holders shall be required upon any subsequent lawful designation of the Founder Designated Director, (ii) no prior approval shall serve to waive the requirement of such approval in connection with each subsequent reelection of such Founder Designated Director, and (iii) the election of such Founder Designated Director shall occur at least on an annual basis in accordance with the corporate law of the State of Delaware.

1.2 Vacancies.  Any vacancy on the Board of Directors created by the resignation, removal, incapacity or death of any person designated under Section 1.1 hereof shall be filled by another person designated as follows:



(a)
in the case of the Series A Director, by the Series A Majority Holders;



(b)
in the case of a Founder Director, by the Founders; provided, however, that the Stockholders shall no longer be obligated to vote their Shares pursuant to this Section 1.2(b) upon the occurrence of any venture capital, institutional or other investor financing involving the issuance for the account of the Company of equity of the Company in which the aggregate gross proceeds received by the Company equals or exceeds [$1,500,000]; and



(c)
in the case of the Founder Designated Director, in accordance with Section 1.1(d) hereof.

If for any reason the CEO Director shall cease to serve as Chief Executive Officer of the Company, the Stockholders shall promptly vote their respective Shares (i) to remove him from the Board of Directors if he has not resigned from such position and (ii) to elect the person who replaces him as Chief Executive Officer of the Company as the new CEO Director.  The Stockholders shall vote their respective Shares in accordance with this Section 1.2, and any vacancy on the Board of Directors with respect to any person designated pursuant to Section 1.1 hereof shall not be filled in the absence of a new designation pursuant to this Section 1.2.

1.3
Series A Stock Rights.  The rights granted to the Series A Majority Holders under this Section 1 shall terminate once the number of shares of Series A Stock outstanding decreases to less than thirty-three and one-third percent (33⅓%) of the shares of Series A Stock issued pursuant to Section 2 of the Stock Purchase Agreement as of the Closing Date (as such term is defined in the Stock Purchase Agreement) (appropriately adjusted to reflect fully the effect of any stock split, stock dividend, recapitalization, or other like change).  In such a case, the Series A Director then serving as a member of the Board of Directors shall continue to so serve until the next annual meeting, or the next time fixed for the election of members of the Board of Directors, whichever is first, at which time he shall be replaced by a director designated by a vote of the holders of a majority of the voting securities of the Company.

1.4
Indemnification.  The Company shall to the fullest extent permitted by applicable law as then in effect indemnify any person (the “Indemnitee”) who is or was a director of the Company and who is or was involved in any manner (including, without limitation, as a party or a witness) or is threatened to be made so involved in any threatened, pending or completed investigation, claim, action, suit or proceeding, whether civil, criminal, administrative or investigative (including, without limitation, any action, suit or proceeding by or in the right of the Company to procure a judgment in its favor) (a “Proceeding”), by reason of the fact that such person is or was a director of the Company or is or was serving at the request of the Company as a director of another corporation against all expenses (including attorneys’ fees), judgments, fines and amounts paid in settlement actually and reasonably incurred by such person in connection with such Proceeding; provided, however, that, except where the Indemnitee seeks adjudication of his entitlement to such indemnification, the foregoing shall not apply to a director of the Company with respect to a Proceeding that was commenced by such director.  Such indemnification shall be a contract right and shall include the right to receive payment in advance of any expenses incurred by the Indemnitee in connection with such Proceeding, consistent with the provisions of applicable law as then in effect.

In the event that any director of the Company shall be made or threatened to be made a party to any Proceeding with respect to which he may be entitled to indemnification by the Company pursuant to this Agreement, the Company’s Certificate of Incorporation or otherwise, he shall be entitled to be represented in such Proceeding by counsel of his choice and the reasonable expenses of such representation shall be reimbursed by the Company to the extent provided in or authorized by this Agreement, the Company’s Certificate of Incorporation or other provision and permitted by applicable law.

The Company and the Stockholders agree not to take any action to amend any provision of the Certificate of Incorporation or By-Laws of the Company relating to indemnification of directors, as presently in effect, without the prior written consent of the Series A Director and both Founder Directors.

2. Agreements of the Stockholders.
2.1 Prohibited Transfers
.  None of the Stockholders shall sell, assign or transfer, by gift or otherwise, all or any part of the Series A Stock or Common Stock now or hereafter owned by him except in compliance with this Section 2.

2.2 Right of First Offer; Notice of Proposed Sale
.  If any Stockholder proposes to sell, transfer or otherwise dispose of, any shares of Series A Stock or Common Stock now or hereafter owned by him, or of any interest in such shares of Series A Stock or Common Stock, in any transaction other than pursuant to Section 2.5 hereof, such Stockholder (the “Selling Stockholder”) shall first deliver written notice of the proposed transaction (the “Notice”) to the Company and shall offer all of such shares of Series A Stock or Common Stock to the Company and each of the Primary Stockholders or each of the other Primary Stockholders if the Selling Stockholder is a Primary Stockholder (collectively, the “Non-Selling Stockholders”), for purchase by such parties for the consideration per share and on the terms and conditions set forth in the Notice.  The Notice shall specify: (i) the number of shares of Series A Stock or Common Stock the Selling Stockholder proposes to sell, transfer or otherwise dispose of (the “Offered Shares”); (ii) the consideration per share for which the Selling Stockholder proposes to sell, transfer or dispose of the Offered Shares (the “Consideration”); and (iii) all other material terms and conditions of the proposed transaction.  If the Company does not intend to exercise its option to purchase the Offered Shares in full pursuant to Section 2.3(a) hereof, the Company shall deliver the Notice to each Non-Selling Stockholder within a period of ten (10) business days from the date of delivery to the Company of the Notice.

2.3 Option to Purchase or Right to Participate in Sales.

(a) The Company shall first have an option, exercisable for a period thirty (30) days from the date of delivery to the Company of the Notice (the “Company Option Period”), to purchase all or a portion of the Offered Shares for the consideration per share and on the terms and conditions set forth in the Notice.

(b) If, after giving effect to Section 2.3(a) hereof, the option to purchase the Offered Shares is not exercised in full by the Company, each Non-Selling Stockholder (each, a “Rightholder”), subject to Section 2.5 hereof, shall have an option, exercisable for a period of ten (10) business days following the last day of the Company Option Period (the “Rightholder Option Period”), to purchase, on a pro rata basis, up to its Proportionate Percentage (as hereinafter defined) of the Offered Shares with respect to which the Company has not exercised its option to purchase pursuant to Section 2.3(a) hereof (the “Remaining Offered Shares”) for the consideration per share and on the terms and conditions set forth in the Notice.  Such option shall be exercised by delivery of written notice to the Company.  Alternatively, each Rightholder may, within the Rightholder Option Period, notify the Company of its desire to participate in the sale of the Common Equivalent Shares at a Designated Price Per Share (as hereinafter defined), on the terms set forth in the Notice, up to a portion of such Rightholder’s Common Equivalent Shares that is in the same proportion of the total Common Equivalent Shares owned by such Rightholder as the Common Equivalent Shares to be sold by such Selling Stockholder in the proposed sale bears to the total Common Equivalent Shares owned by such Selling Stockholder. 

(c) In the event options to purchase under Section 2.3(b) have been exercised by the Rightholders with respect to some but not all of the Remaining Offered Shares, the Company shall, on or before the last day of the Rightholder Option Period, give written notice of that fact to those Rightholders who have exercised their options in full within such period (the “Rightholder Notice”).  The Rightholder Notice shall specify the number of Remaining Offered Shares the Rightholders have not elected to purchase.  Each Rightholder who has exercised his options in full within the Rightholder Option Period shall have an additional option (the “Over-Allotment Option”), for a period of ten (10) business days after delivery to such Rightholder of the Rightholder Notice (the “Over-Allotment Period”), to purchase all or any part of the balance of such Offered Shares on the terms and conditions set forth in the Rightholder Notice, which option shall be exercised by the delivery of written notice to the Company.  In the event that there are two or more such Rightholders that choose to exercise the Over-Allotment Option for a total number of Offered Shares in excess of the number available, the Offered Shares available for such Rightholders’ options shall be allocated to such Rightholders pro rata based on the number of Common Equivalent Shares owned by the Rightholders electing to exercise the Over-Allotment Option.

(d) If the options to purchase the Remaining Offered Shares are exercised in full by the Rightholders, the Company shall immediately notify all of the exercising Rightholders of that fact.  If such options are so exercised, the closing of the purchase of such Offered Shares shall take place at the offices of the Company no later than five (5) business days after the sending of such notice to the Rightholders.

(e) As used in this Section 2.3, the term “Proportionate Percentage” shall mean with respect to each Rightholder, a fraction, the numerator of which shall be the total number of Common Equivalent Shares owned by such Rightholder, and the denominator of which shall be the total number of Common Equivalent Shares owned by all Rightholders.

(f) As used in this Agreement, the term “Common Equivalent Shares” shall mean, with respect to any Stockholder, the number of shares of Common Stock owned by such Stockholder plus the number of shares of Common Stock issuable to such Stockholder pursuant to the conversion of all Series A Stock owned by such Stockholder; provided, that, for purposes of determining the number of Common Equivalent Shares owned by each of Dennis E. Shasha and Michael O. Rabin, Dennis E. Shasha shall be deemed to own the number of Common Equivalent Shares owned by all of the Shasha Holders and Michael O. Rabin shall be deemed to own the number of Common Equivalent Shares owned by all of the Rabin Holders.

(g) To the extent that the Consideration consists of property other than cash or a promissory note, the consideration required to be paid by the Company or the Rightholders exercising their options under this Section 2.3 (collectively, the “Purchasing Parties”) may consist of cash equal to the Fair Market Value of such property.  For purposes of this Section 2.3, the “Fair Market Value” of such property shall be determined as follows:  If, within fifteen (15) business days after the termination of the applicable option period, the Selling Stockholder and the Purchasing Parties agree upon the fair market value of such property, then the Fair Market Value shall be as so agreed.  If the Selling Stockholder and the Purchasing Parties do not agree upon the Fair Market Value within such 15-day period but agree upon an appraiser to determine the fair market value of such property, then such appraiser shall make such determination and such determination shall govern.  If the Selling Stockholder and the Purchasing Parties do not, within such 15-day period, agree as to the Fair Market Value or as to a single appraiser to determine the Fair Market Value of such property, then the Selling Stockholder shall, by notice to the Purchasing Parties, appoint one appraiser, and the Purchasing Parties shall, by notice to the Selling Stockholder, appoint one appraiser, both experienced in the appraisal of the type of property to be appraised.  If either the Selling Stockholder or the Purchasing Parties shall fail to appoint such an appraiser within ten (10) business days after the lapse of such 15-day period, then the appraiser appointed by the party which does appoint an appraiser shall make the appraisal of the Fair Market Value, and such appraisal shall govern.  If two appraisers are appointed, then the average of the appraisals rendered by such appraisers shall be considered the Fair Market Value.  All appraisal reports shall be rendered in writing and shall be signed by the appraiser(s), and the Selling Stockholder and the Purchasing Parties shall use reasonable efforts to cause each appraiser to render its appraisal report within fifteen (15) business days after the date of its appointment.  If this Agreement provides for any closing with respect to the purchase of the Offered Shares by any party to occur before any appraisal pursuant to this Section 2.3(g) is rendered, then the date of such closing shall be postponed until a date five (5) days following the time when such appraisal is rendered.  The costs of the appraisals shall be borne by the Selling Stockholder and the Purchasing Parties in proportion to the number of Common Equivalent Shares sold by the Selling Stockholder to the Buyer (as hereinafter defined), on the one hand, and the Purchasing Parties, on the other hand.  All determinations to be made by the Purchasing Parties pursuant to this Section 2.3 shall be made by the holders of a majority of the Common Equivalent Shares held by the Rightholders included as Purchasing Parties, and if there are no Rightholders included as Purchasing Parties, by the Company.  If a Selling Stockholder proposes to dispose of shares for no consideration, then the cash Fair Market Value of such shares shall be determined in the same manner as property described above.

2.4 Failure to Fully Exercise Options; Co-Sale.

(a) If the Company and the Rightholders do not exercise their options to purchase all of the Offered Shares within the respective option periods, then the Offered Shares with respect to which such options have not been exercised may be sold by the Selling Stockholder to any party (the “Buyer”) on terms no less favorable to the Selling Stockholder than those set forth in the Notice, at any time on or prior to ninety (90) days after the expiration of the Rightholder Option Period; provided, however, that each Rightholder which has, pursuant to Section 2.3(b) hereof, expressed a desire to sell Common Equivalent Shares in the transaction (a “Participating Stockholder”) shall be entitled to do so.  The Company shall promptly, on expiration of the Rightholder Option Period, notify the Selling Stockholder of the aggregate number of Common Equivalent Shares the Participating Stockholders wish to sell.  The Selling Stockholder shall use his best efforts to interest the Buyer and the Rightholders exercising their rights to purchase the Offered Shares pursuant to Section 2.3(b) hereof (the “Purchasing Rightholders”) in purchasing, in addition to the Offered Shares, the Common Equivalent Shares the Participating Stockholders wish to sell.  If the Buyer and the Purchasing Rightholders do not wish to purchase all of the Common Equivalent Shares made available by the Selling Stockholder and the Participating Stockholders, then each Participating Stockholder and the Selling Stockholder shall be entitled to sell, at a Designated Price Per Share and on the terms and conditions set forth in the Notice, a portion of the Common Equivalent Shares being sold to the Buyer and the Purchasing Rightholders, in the same proportion as such Selling Stockholder’s or Participating Stockholder’s ownership of Common Equivalent Shares bears to the aggregate number of Common Equivalent Shares owned by the Selling Stockholder and the Participating Stockholders.

(b) If the Company and the Rightholders do not exercise their options to purchase all of the Offered Shares within the respective option periods, the closings of any purchases of Offered Shares by the Buyer and the closings of any purchases of the Offered Shares by the Company and the Rightholders shall take place simultaneously at the offices of the Company on a date specified by the Company within ninety (90) days after the expiration of the Rightholder Option Period.

(c) If the Participating Stockholders do not elect to sell the full number of Common Equivalent Shares which they are entitled to sell pursuant to Section 2.4(a) hereof, the Selling Stockholder shall be entitled to sell to the Buyer, according to the terms set forth in the Notice, that number of his Common Equivalent Shares which equals the difference between the number of Common Equivalent Shares desired to be purchased by the Buyer and the number of Common Equivalent Shares the Participating Stockholders wish to sell.  If the Selling Stockholder wishes to sell, transfer or otherwise dispose of any such Common Equivalent Shares at a price per share or on terms which are less favorable to the Selling Stockholder than those set forth in the Notice, or more than ninety (90) days after the expiration of the Rightholder Option Period, as a condition precedent to such transaction, such Common Equivalent Shares must first be offered to the Company and the Rightholders on the same terms and conditions as given the Buyer, and in accordance with the procedures and time periods set forth above so that the Company and the Rightholders shall again have all the rights as set forth in Sections 2.3 and 2.4 hereof.

(d) The proceeds of any sale made by a Selling Stockholder without compliance with the provisions of this Section 2.4 shall be deemed to be held in constructive trust in such amount as would have been due the Company and the Rightholders if the Selling Stockholder had complied with this Agreement.

(e) As used in this Section 2, 

(i) the term “Designated Price Per Share” with respect to a share of Series A Stock proposed to be sold by a Selling Stockholder means (i) in the case of a share of Series A Stock owned by a Rightholder, the same price per share as the share of Series A Stock proposed to be sold by the Selling Stockholder and (ii) in the case of a share of Common Stock owned by a Rightholder, a price per share of such Common Stock negotiated in good faith between such Rightholder and the Buyer and the Purchasing Rightholders, as the case may be; provided, however, that such negotiated price per share in any sale of Common Stock pursuant to Section 2.4(a) hereof shall be at least equal to the highest price per share of any other shares of Common Stock sold, or to be sold, by any other Rightholder selling his Common Stock pursuant to Section 2.4(a) hereof in the same, or a related, sale.  If a Participating Stockholder, the Buyer and the Purchasing Rightholders are unable to negotiate a price per share for Common Stock under clause (ii) of the preceding sentence within fifteen (15) business days following the expiration of the Rightholder Option Period, then the price per share for all shares of Common Stock owned by all Participating Stockholders proposing to sell Common Stock in such transaction shall be determined as follows: if the Participating Stockholders, the Buyer and the Purchasing Rightholders do not agree upon the Fair Market Value within such 15-day period but the Participating Stockholders and the Buyer (without any participation being required of Purchasing Rightholders) agree upon an appraiser to determine the fair market value of such property, then such appraiser shall make such determination and such determination shall govern.  If the Participating Stockholders and the Buyer do not, within such 15-day period, agree as to the Fair Market Value or as to a single appraiser to determine the Fair Market Value of such property, then the Participating Stockholders shall, by notice to the Buyer, appoint one appraiser, and the Buyer shall, by notice to the Participating Stockholders, appoint one appraiser, both experienced in the appraisal of the type of property to be appraised.  If either the Participating Stockholders or the Buyer shall fail to appoint such an appraiser within ten (10) business days after the lapse of such 15-day period, then the appraiser appointed by the party which does appoint an appraiser shall make the appraisal of the Fair Market Value, and such appraisal shall govern.  If two appraisers are appointed, then the average of the appraisals rendered by such appraisers shall be considered the Fair Market Value.  All appraisal reports shall be rendered in writing and shall be signed by the appraisers, and the Participating Stockholders and the Buyer shall use reasonable efforts to cause each appraiser to render its appraisal report within fifteen (15) business days after the date of its appointment.  If this Agreement provides for any closing with respect to the purchase of the Offered Shares by any party to occur before any appraisal pursuant to this Section 2.4(e) is rendered, then the date of such closing shall be postponed until a date five (5) days following the time when such appraisal is rendered.  The costs of the appraisals shall be borne by the Participating Stockholders in proportion to the number of Common Equivalent Shares sold by the Participating Stockholders to the Buyer.  All determinations to be made by the Participating Stockholders pursuant to this Section 2.4(e) shall be made by those Participating Stockholders holding a majority of the shares of Common Stock proposed to be sold by all Participating Stockholders.

(ii) the term “Designated Price Per Share” with respect to a share of Common Stock proposed to be sold by a Selling Stockholder means (i) in the case of a share of Common Stock owned by a Rightholder, the same price per share as the share of Common Stock is proposed to be sold by the Selling Stockholder and (ii) in the case of a share of Series A Stock owned by a Rightholder, a price per share of such Series A Stock negotiated in good faith between such Rightholder and the Buyer and the Purchasing Rightholders, as the case may be; provided, however, that such negotiated price per share in any sale of Series A Stock pursuant to Section 2.4(a) hereof shall be at least equal to (x) the highest price per share of any other shares of Series A Stock sold, or to be sold, by any other Rightholder selling his Series A Stock pursuant to Section 2.4(a) hereof in the same, or a related, sale and (y) the price per share of Common Stock proposed to be sold by such Selling Stockholder multiplied by the number of shares of Common Stock into which each such share of Series A Stock is then convertible. 

2.5 Permitted Transfers
.  Anything herein to the contrary notwithstanding, and subject to the next sentence of this Section 2.5, the provisions of Sections 2.1 through 2.4 shall not apply to:  (a) any transfer of shares of Series A Stock or Common Stock by a Stockholder by gift or bequest or through inheritance to, or for the benefit of, any member or members of such Stockholder’s immediate family; (b) any transfer of shares of Series A Stock or Common Stock by a Stockholder to a trust (i) in respect of which such Stockholder serves as trustee, provided that the trust instrument governing such trust shall provide that such Stockholder, as trustee, shall retain sole and exclusive control over the voting and disposition of such shares until the termination of this Agreement and (ii) which is for the benefit of any member or members of such Stockholder’s immediate family; (c) any transfer of shares of Series A Stock or Common Stock by a Stockholder to any partner or member of such Stockholder if such Stockholder is a partnership or limited liability company or to an affiliate (as such term is defined in Rule 405 under the Securities Act (as hereinafter defined)) of such Stockholder; (d) any sale or transfer of shares of Series A Stock or Common Stock among Stockholders; (e) any sale or transfer of shares of Series A Stock or Common Stock to the Company; and (f) any sale of shares of Series A Stock or Common Stock in an Initial Public Offering (as hereinafter defined).  In the event of any transfer described in the first sentence of this Section 2.5, other than pursuant to clause (e) or (f) of this Section 2.5, the transferee of the shares of Series A Stock or Common Stock shall hold such shares so acquired subject to all the restrictions imposed by this Agreement and shall be deemed a Stockholder for all purposes hereof.  As a condition to any transfer described in the first sentence of this Section 2.5, (x) the Stockholder shall give written notice thereof to the Company, which notice shall include a brief description of the terms of such transfer, and (y) each such transferee shall execute and deliver a written instrument agreeing to be bound by the provisions of this Agreement.  As used in this Section 2.5, (x) “immediate family” shall mean a person’s spouse (excluding any former spouse or legally separated spouse), parents, children (including stepchildren and adopted children), childrens’ spouses (excluding any former spouse or legally separated spouse), grandchildren, siblings, nieces and nephews and (y) “Initial Public Offering” shall mean an initial public offering, underwritten by an investment banking firm, pursuant to an effective registration statement under the Securities Act of 1933, as amended (the “Securities Act”), covering the offer and sale of Series A Stock or Common Stock for the account of the Company.

2.6 Effect of Prohibited Transfer
.   The Company shall not (a) transfer on its books any shares of Series A Stock or Common Stock which shall have been sold or transferred in violation of any of the provisions set forth in this Agreement or (b) treat as the owner of or pay dividends to any transferee to whom any shares of Series A Stock or Common Stock shall have been sold or transferred in violation of any of the provisions set forth in this Agreement.

3. Termination
.  This Agreement, and the respective rights and obligations of the parties hereunder, shall terminate upon the earlier of (a) the tenth anniversary of the date of this Agreement and (b) the closing of an Initial Public Offering.

4. Notices
.  All notices and other communications hereunder shall be given in accordance with Section 11.5 of the Stock Purchase Agreement and in the case of Common Stock Holders, to their respective addresses set forth on the signature page hereof.

5. Remedies
.  The parties agree and acknowledge that money damages are not an adequate remedy for any breach of the provisions of this Agreement and that, in addition to any other remedy a party may have for a breach of this Agreement, that party may be entitled to an injunction restraining any such breach or threatened breach, or a decree of specific performance, without posting any bond or security.  The remedy in this Section 5 is in addition to, and not in lieu of, any other rights or remedies a party may have.

6. Entire Agreement
.  This Agreement states the entire agreement among the parties concerning the subject matter hereof, and supersedes all prior agreements, written or oral, between or among them concerning such subject matter.

7. Further Agreements
.  Each of the parties hereto agrees to execute all such further instruments and documents, and to take all such further actions, as any other party may reasonably require in order to effectuate the terms and purposes of this Agreement.

8. Amendments, Waivers.  Except as otherwise expressly set forth in this Agreement, any term of this Agreement may be amended or terminated and the observance of any term of this Agreement may be waived (either generally or in a particular instance and either retroactively or prospectively), only with the written consent of the Company and the holders of at least two-thirds of the Series A Stock (including shares of Common Stock issued upon conversion of the Series A Stock); provided, however, that, in the event such amendment, omission or waiver adversely affects the rights of the Founders (or their permitted transferees, if applicable), such amendment, omission or waiver shall further require the approval of both Founders (or the permitted transferees so affected, if applicable).  No waivers of, or exceptions to, any term, condition or provision of this Agreement, in any one or more such instances, shall be deemed to be, or construed as, a further or continuing waiver of any such term, condition or provisions.

9. Assignment; Successors and Assigns.  The rights of any Stockholder under this Agreement may be transferred to any transferee who acquires shares of Series A Stock or Common Stock from such Stockholder or its permitted transferees.  This Agreement shall be binding upon, and shall inure to the benefit of, the parties hereto and their respective heirs, legal representatives, successors and permitted assigns and transferees, except as may be expressly provided otherwise herein.

10. “Market Stand-Off” Agreement
.  Each of the Stockholders agrees, severally and not jointly, if requested by the Company and an underwriter of Common Stock (or other securities) of the Company, not to sell or otherwise transfer or dispose of any Common Stock (or other securities) of the Company held by such Stockholder during a period of up to one hundred and eighty (180) days following the effective date of a registration statement of the Company filed under the Securities Act; provided, however, that such agreement only applies to the first such registration statement of the Company including securities to be sold on its behalf to the public in an underwritten offering.  The Company may impose stop-transfer instructions with respect to securities subject to the foregoing restriction until the end of such period.

11. Severability.  Any provision of this Agreement that is prohibited or unenforceable in any jurisdiction shall, as to such jurisdiction, be ineffective to the extent of such prohibition or unenforceability without invalidating the remaining provisions hereof, and any such prohibition or unenforceability in any jurisdiction shall not invalidate or render unenforceable such provision in any other jurisdiction.

12. Additional Purchasers.  Any Additional Purchaser (as defined and described in the Stock Purchase Agreement) purchasing Series A Preferred Stock from the Company at an Additional Closing (as defined and described in the Stock Purchase Agreement) shall, simultaneously with the execution and delivery of a counterpart signature page to the Stock Purchase Agreement as contemplated by Section 3.2 thereof, execute and deliver the counterpart signature page to this Agreement attached hereto.  Upon such execution and delivery, such Additional Purchaser shall become a party to this Agreement and shall become a Purchaser hereunder with all the rights and obligations of a Purchaser.

13. Restrictive Legend.  All certificates representing shares of Series A Stock or Common Stock held by Stockholders or their permitted transferees under Section 2.5 hereof shall have affixed thereto a legend in substantially the following form, in addition to any other legends that may be required under federal or state securities laws or by the terms of any other agreement:


THE SHARES OF STOCK REPRESENTED BY THIS CERTIFICATE ARE SUBJECT TO RESTRICTIONS ON TRANSFER AND AN OPTION TO PURCHASE SET FORTH IN A CERTAIN STOCKHOLDERS AGREEMENT AMONG THE CORPORATION AND CERTAIN STOCKHOLDERS OF THE CORPORATION DATED JULY    , 2001.  SUCH AGREEMENT IS AVAILABLE FOR INSPECTION WITHOUT CHARGE AT THE OFFICE OF THE SECRETARY OF THE CORPORATION.
14. Counterparts, Facsimiles.  This Agreement may be executed in any number of counterparts, each such counterpart shall be deemed to be an original instrument, and all such counterparts together shall constitute but one agreement.  Facsimile transmission of execution copies or signature pages for this Agreement shall be legal, valid and binding execution and delivery for all purposes.
15. Nouns and Pronouns, Sections, Headings.  Whenever the context may require, any pronouns used herein shall include the corresponding masculine, feminine or neuter forms, and the singular form of names and pronouns shall include the plural and vice-versa.  Section references herein refer to sections of this Agreement unless expressly provided to the contrary.  The headings contained in this Agreement are for reference purposes only and shall not in any way affect the meaning or interpretation of this Agreement.
16. Governing Law.  This Agreement shall be governed by, and construed and enforced in accordance with, the laws of the State of Delaware without regard to its principles of conflicts of laws.

[remainder of this page intentionally left blank]

IN WITNESS WHEREOF, the parties have executed this Stockholders Agreement under seal as of the day and year first above written.

COMPANY:

SHIELDIP, INC.

By:





Name:





Title:






FOUNDERS:

______________________________

Michael O. Rabin

______________________________

Dennis E. Shasha

COMMON STOCK HOLDERS:

See Counterpart Signature Page

PURCHASERS:

See Counterpart Signature Page

ShieldIP, Inc.

SERIES A CONVERTIBLE PREFERRED STOCK STOCKHOLDERS AGREEMENT

Counterpart Signature Page for Common Stock Holder


Reference is hereby made to the Series A Convertible Preferred Stock Stockholders Agreement dated as of _______________, 2001 (the “Agreement”) by and among ShieldIP, Inc. (the “Company”), Michael O. Rabin, Dennis E. Shasha, those persons defined as Common Stock Holders therein and the Purchasers listed on Exhibit A thereto.  Capitalized terms used, and not otherwise defined, herein shall have the meanings ascribed to such terms in the Agreement.  By execution of this Counterpart Signature Page to the Agreement, the undersigned hereby: (a) acknowledges receipt of a copy of the Agreement; and (b) agrees to be bound by and obtain the benefit of the rights and restrictions of the Agreement.


IN WITNESS WHEREOF, the undersigned has executed this Counterpart Signature Page as of the _________ day of ________________, 2001.







COMMON STOCK HOLDER:







_____________________________________







(signature)







Printed Name:__________________________







Notice address:

ShieldIP, Inc.

SERIES A CONVERTIBLE PREFERRED STOCK STOCKHOLDERS AGREEMENT

Counterpart Signature Page for Purchaser


Reference is hereby made to the Series A Convertible Preferred Stock Stockholders Agreement dated as of _______________, 2001 (the “Agreement”) by and among ShieldIP, Inc. (the “Company”), Michael O. Rabin, Dennis E. Shasha, those persons defined as Common Stock Holders therein and the Purchasers listed on Exhibit A thereto.  Capitalized terms used, and not otherwise defined, herein shall have the meanings ascribed to such terms in the Agreement.  By execution of this Counterpart Signature Page to the Agreement, the undersigned hereby: (a) acknowledges receipt of a copy of the Agreement; and (b) agrees to be bound by and obtain the benefit of the rights and restrictions of the Agreement.


IN WITNESS WHEREOF, the undersigned has executed this Counterpart Signature Page as of the _________ day of ________________, 2001.







PURCHASER:







_____________________________________







(signature)







Printed Name:__________________________

COUNTERPART SIGNATURE PAGE

FOR STOCKHOLDERS AGREEMENT FOR ADDITIONAL PURCHASERS

Reference is hereby made to the Series A Convertible Preferred Stock Stockholders Agreement dated as of July      , 2001 (the “Agreement”) by and among ShieldIP, Inc. (the “Company”), the Founders and the Purchasers.  Capitalized terms used, but not otherwise defined, herein shall have the meanings ascribed to them in the Agreement.

The undersigned is purchasing Shares of the Corporation pursuant to Section 2 of the Stock Purchase Agreement at an Additional Closing.  By executing and delivering this Counterpart Signature Page to the Corporation, as required by Section 12 of the Agreement and Section 2.2 of the Stock Purchase Agreement, the undersigned hereby: (i) acknowledges receipt of a copy of the Agreement, and (ii) shall become a party to the Agreement and agrees to be bound by and obtain the benefit of the rights and obligations as a Purchaser thereunder.

IN WITNESS WHEREOF, the undersigned has executed this Counterpart Signature Page under seal as of the day and year written below.

Printed Name of Purchaser

Signature

Name of Signatory (for any entity only)

Title of Signatory (for an entity only)

Date:







Agreed to and Accepted as of the day and year written below:

SHIELDIP, INC.

By:





Name:





Title:





Date:
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