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WESCO INTERNATIONAL, INC.
225 West Station Square Drive, Suite 700
Pittsburgh, Pennsylvania 15219
NOTICE
FOR 2006 ANNUAL MEETING OF STOCKHOLDERS
to be held May 17, 2006
The Annual Meeting of the Stockholders of WESCO International, Inc. will be held on Wednesday, May 17,

2006, at 2:00 p.m., E.D.T., at Renaissance Toronto Airport Hotel, located at 801 Dixon Road, Toronto, Ontario,
Canada M9W 1J5, to consider and take action on the following:

1) Election of a class of three Directors for a three-year term expiring in 2009;

2) Ratify the appointment of PricewaterhouseCoopers LLP as our independent registered public accounting
firm for fiscal year ending December 31, 2006; and

3) Transaction of any other business properly brought before the meeting.

The Board of Directors recommends a vote in favor of these proposals. Stockholders of record at the close of
business on April 3, 2006 will be entitled to vote at the Annual Meeting or any adjournments thereof. A list of
stockholders entitled to vote will be available at the Annual Meeting and during ordinary business hours for ten days
prior to the meeting at our corporate offices, 225 West Station Square Drive, Suite 700, Pittsburgh, Pennsylvania,
15219, for examination by any holder of record for any legally valid purpose.

WESCO International, Inc. stockholders or their authorized representatives by proxy may attend the meeting. If
your shares are held through an intermediary such as a broker or a bank, you should present proof of your ownership
at the meeting. Proof of ownership could include a proxy from your bank or broker or a copy of your account
statement.

Most stockholders of record have a choice of voting over the Internet, by telephone, or by returning the enclosed
proxy card. You should check your proxy card or information forwarded by your bank, broker or other holder of
record to see which options are available to you.

In order to assure a quorum, it is important that stockholders who do not expect to attend the meeting in person
either fill in, sign, date, and return the enclosed proxy in the accompanying envelope or otherwise make arrangements
to vote via telephone or over the Internet.

By order of the Board of Directors,

MARCY SMOREY-GIGER
Corporate Secretary
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WESCO INTERNATIONAL, INC.
225 West Station Square Drive, Suite 700
Pittsburgh, Pennsylvania 15219
PROXY STATEMENT
FOR 2006 ANNUAL MEETING OF STOCKHOLDERS
to be held May 17, 2006
PROXY SOLICITATION AND VOTING INFORMATION
The accompanying proxy is solicited by the Board of Directors (the Board ) of WESCO International, Inc. (the
Company ) for use at the Annual Meeting of the Stockholders (the Annual Meeting ) to be held on May 17, 2006, at

Renaissance Toronto Airport Hotel, located at 801 Dixon Road, Toronto, Ontario, Canada, at 2:00 p.m., E.D.T., and at
any adjournment or postponement thereof. The proxies will be voted if properly signed, received by the Corporate
Secretary of the Company prior to the close of voting at the Annual Meeting, and not revoked. If no direction is given
in the proxy, it will be voted FOR the proposals set forth in this Proxy Statement, including election of the Directors
nominated by the Board of Directors and ratification of the independent registered public accounting firm. The
Company has not received timely notice of any stockholder proposals for presentation at the Annual Meeting.

Alternatively, stockholders may be entitled to vote over the Internet or by telephone. Individual stockholders
should check the enclosed proxy card or the information forwarded to them by their bank, broker or other holder of
record to see whether these options are available to them. Action will be taken at the Annual Meeting for the election
of Directors, and any other business that properly comes before the meeting, and the proxy holders have the right to
and will vote in accordance with their judgment.

A stockholder who has returned a proxy via mail, telephone or Internet may revoke it at any time before it is voted
at the Annual Meeting by delivering a revised proxy bearing a later date, by voting by ballot at the Annual Meeting, or
by delivering a written notice withdrawing the proxy to the Corporate Secretary of the Company at the address set
forth above.

This Proxy Statement, together with the accompanying proxy card, is first being mailed to stockholders on or
about April 17, 2006. The Company s 2005 Annual Report to Stockholders accompanies this Proxy Statement. The
cost of this solicitation of proxies will be borne by the Company. In addition to soliciting proxies by mail, telephone
and the Internet, the Board of Directors of the Company, without receiving additional compensation for this service,
may solicit in person. Arrangements also will be made with brokerage firms and other custodians, nominees, and
fiduciaries to forward proxy soliciting material to the beneficial owners of the Common Stock, par value $.01 per
share, of the Company ( Common Stock ) held of record by such persons, and the Company will reimburse such
brokerage firms, custodians, nominees, and fiduciaries for reasonable out-of-pocket expenses incurred by them in
doing so. The cost of this proxy solicitation will consist primarily of printing, legal fees, and postage and handling.

Holders of Common Stock at the close of business on April 3, 2006 (the Record Date ) are entitled to vote at the
Annual Meeting or any adjournment or postponement thereof. On that date 48,173,266 shares of Common Stock were
issued and outstanding.

The presence, in person or by proxy, of stockholders holding at least a majority of the shares of Common Stock
outstanding will constitute a quorum for the transaction of business at the Annual Meeting. Abstentions and broker
non-votes count as shares present for purpose of determining a quorum. Holders of Common Stock are entitled to cast
one vote per share on each matter presented for consideration and action at the Annual Meeting. Proxies that are
transmitted by nominee holders on behalf of beneficial owners will count toward a quorum and will be voted as
instructed by the nominee holder. The election of Directors will be determined by a plurality of the votes cast at such
election, and will require the affirmative vote of the holders of a majority of the votes present at the meeting. The
ratification of our independent registered public accounting firm will be determined by a majority of the votes present
at the meeting.
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Only votes FOR or WITHHELD affect the outcome of the election of Directors, and abstentions are not counted
for purposes of the election of Directors. With respect to the ratification of our independent registered public
accounting firm, abstentions have the effect of a negative vote. A broker non-vote occurs when a broker, bank or other
nominee holder does not vote on a particular item because the nominee holder does not have discretionary authority to
vote on that item and has not received instructions from the beneficial owner of the shares. Broker non-votes will not
affect the outcome of any of the matters scheduled to be voted upon at the Annual Meeting, and they are not counted
as shares voting with respect to any matter on which the broker has not voted expressly.
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PROPOSALS REQUIRING YOUR VOTE
ITEM1 BOARD OF DIRECTORS AND ELECTION OF DIRECTORS

During 2005, the Board consisted of nine members, divided into three classes. Effective January 1, 2006, the
Board was expanded to eleven members with Steven A. Raymund and Lynn M. Utter being appointed as Class I
Directors. The terms of office of the three classes of Directors (Class I, Class II and Class III) end in successive years.
The current term of the Class I Directors expires this year, and their successors are to be elected at the Annual Meeting
for a three-year term expiring in 2009. The terms of the Class II and Class III Directors do not expire until 2007 and
2008, respectively.

Effective May 17, 2006, Class I Directors, Michael J. Cheshire and James A. Stern will retire from the Board and
accordingly will not stand for re-election. The Board has nominated Steven A. Raymund, Lynn M. Utter and William
J. Vareschi for election as Class I Directors. Mr. Vareschi was previously elected as a member of the Board. A third
party executive search firm identified multiple Director candidates and following a comprehensive process,

Mr. Raymund and Ms. Utter were recommended for appointment to the Board and were subsequently appointed to the
Board on December 8, 2005, effective January 1, 2006. The accompanying proxy will be voted for the election of

Ms. Utter and Messrs. Raymund and Vareschi, unless authority to vote for one or more of the nominees is withheld. In
the event that any of the nominees is unable or unwilling to serve as a Director for any reason (which is not
anticipated), the proxy will be voted for the election of any substitute nominee designated by the Board.

The Board unanimously recommends a vote FOR the election of each of the Class I Director nominees.

Class I Directors Present Term Expires in 2006

Steven A. Raymund Mr. Raymund has been Chief Executive Officer of
Age: 50 Tech Data Corporation since 1986, and in 1991 was
Director since 2006 appointed Chairman of the Board of Directors. He

serves as a member of the Board of Directors and
Chairman of the audit committee for Jabil Circuit, Inc.,
and is on the executive committee of the Global
Technology Distribution Council (GTDC). He is a
Director for the Alliance for Excellent Education, a
non-profit organization based in Washington D.C., and
also serves on Georgetown University s Board of
Visitors, an advisory body for the School of Foreign
Service. Mr. Raymund is a member of the Moffitt
Cancer Center s Board of Advisors.

Lynn M. Utter Ms. Utter joined Coors Brewing Company in 1997 and
Age: 43 is currently Chief Strategy Officer. She also serves on
Director since 2006 Boards of Managers for Coors Container operation.

Ms. Utter s previous experience includes six years with
Frito-Lay, where she held a variety of leadership
positions in sales, distribution and planning. She is
Chairperson of The University of Texas McComb
School of Business Administration Dean s Advisory
Council.




William J. Vareschi
Age: 63
Director since 2002

Sandra Beach Lin
Age: 48
Director since 2002

Robert J. Tarr, Jr
Age: 62
Director since 1998

Kenneth L. Way
Age: 66
Director since 1998

Class II Directors

Class III Directors
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Mr. Vareschi retired as Chief Executive Officer of
Central Parking Corporation in May 2003. Before
joining Central Parking Corp., his prior business career
of more than 35 years of service was spent with the
General Electric Company. He held numerous financial
management positions within GE, including Chief
Financial Officer for GE Plastics Europe (in the
Netherlands), GE Lighting (Cleveland, Ohio), and GE
Aircraft Engines (Cincinnati, Ohio). Mr. Vareschi
serves on the Board of Directors for WMS Industries
Inc.

Present Term Expires in 2007

Ms. Beach Lin joined Avery Dennison Corporation in
2005 as Group Vice President, Specialty Materials &
Converting Worldwide. She previously served as
President, Alcoa Closure Systems International, joining
Alcoa in 2002 after 20 years of business experience in
the specialty chemicals, medical products, and
automotive components industries. She joined
Honeywell (then AlliedSignal) in 1994 and held
various general management positions, most recently
serving as President of Bendix Commercial Vehicle
Systems.

Mr. Tarr is a Professional Director and Private
Investor. He is also a special partner of Chartwell
Investments, LLP, a private equity firm. He was the
Chairman, Chief Executive Officer and President of
HomeRuns.com, Inc. from February 2000 to
September 2001. He was also President and Chief
Executive Officer/Chief Operating Officer of Harcourt
General, Inc. (formerly General Cinema Corporation)
and The Neiman Marcus Group, Inc.

Mr. Way served as Chairman of Lear Corporation from
1988 to 2003, and was affiliated with Lear Corporation
and its predecessor companies for 36 years in
engineering, manufacturing and general management
capacities. Mr. Way retired from Lear on January 1,
2003. Mr. Way is also a Director of Comerica, Inc.,
CMS Energy Corporation, Cooper Standard
Automotive, Inc., United Way and Karmanos Cancer
Institute, and is on the Board of Trustees for Henry
Ford Health System.

Present Term Expires in 2008
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Roy W. Haley
Age: 59
Chairman of the Board and
Chief Executive Officer
Director since 1994

Mr. Haley has been Chief Executive Officer of the
Company since February 1994, and Chairman of the
Board since 1998. From 1988 to 1993, Mr. Haley was
an executive at American General Corporation, a
diversified financial services company, where he
served as Chief Operating Officer, as President and as a
Director. Mr. Haley is also a Director of United
Stationers, Inc. and Cambrex Corporation, and is
Chairman of the Pittsburgh Branch of the Federal
Reserve Bank of Cleveland.

10
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George L. Miles, Jr Mr. Miles has been President and Chief Executive
Age: 64 Officer of WQED Multimedia since September 1994.
Director since 2000 Mr. Miles is also a Director of Equitable Resources,

Inc., Chester, Inc., Harley-Davidson, Inc., and
American International Group, Inc.

James L. Singleton Mr. Singleton is the former Co-Chairman of The
Age: 50 Cypress Group, L.L.C. and was a founding partner of
Director since 1998 that firm in April 1994. Prior to that time, he was a

Managing Director in the Merchant Banking Group at
Lehman Brothers. Mr. Singleton is also a Director of
Danka Business Systems PLC and Williams Scotsman
International, Inc.

ITEM 2 RATIFICATION OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

The Board unanimously recommends a vote FOR ratification of PricewaterhouseCoopers LLP as our
independent registered public accounting firm for 2006.

The Audit Committee of the Board has selected PricewaterhouseCoopers LLP ( PricewaterhouseCoopers ) as the
Company s independent registered public accounting firm for the fiscal year ending December 31, 2006. The Company
is submitting the selection of the independent registered public accounting firm for stockholder ratification at the
Annual Meeting. Although ratification of this selection is not legally required, the Board believes it is appropriate for
our stockholders to ratify such action. In the event that the stockholders do not ratify the selection of
PricewaterhouseCoopers as the Company s independent registered public accounting firm, the Audit Committee may
reconsider its selection.

11
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CORPORATE GOVERNANCE

The Board, management and employees are committed to employing sound, ethical corporate governance and
business practices. The Company has updated its corporate governance practices in accordance with the New York
Stock Exchange ( NYSE ) listed company standards. The Company s major corporate governance documents can be
accessed on the Company s website at www.wesco.com/governance. The following is a summary of our current
corporate governance practices.

Director Independence

Pursuant to the requirements of the NYSE, the Board has adopted Corporate Governance Guidelines that meet or
exceed the independence standards of the NYSE. Also, as part of the Company s Corporate Governance Guidelines,
the Board has adopted categorical standards to assist it in evaluating the independence of each of its directors. The
categorical standards are intended to assist the Board in determining whether or not certain relationships between its
directors and the Company or its subsidiaries (either directly or indirectly as a partner, shareholder, officer, director,
trustee or employee of an organization that has a relationship with the Company) are material relationships for
purposes of the NYSE independence standards. The categorical standards establish thresholds at which such
relationships are deemed to be not material. The Company s Governance Guidelines are available on its website at
WWWw.wesco.com/governance. A copy may also be obtained upon request to WESCO International, Inc., Suite 700,
225 West Station Square Drive, Pittsburgh, Pennsylvania 15219, Attention: Director of Internal Audit. In addition, the
categorical standards adopted to evaluate the independence of the Company s Directors are attached as Appendix A to
this Proxy Statement.

In December, at the time Mr. Raymund and Ms. Utter were appointed, the independence of each director was
reviewed, applying the independence standards set forth in the Company s Governance Policies. The review
considered relationships and transactions between each Director and his or her immediate family and affiliates and its
management and the Company s independent registered public accounting firm.

Based on this review, the Board affirmatively determined that the following Directors have no material
relationships with the Company and its subsidiaries and are independent as defined in the Company s Governance
Policies and the listing standards of the NYSE: Ms. Beach Lin, Mr. Cheshire, Mr. Miles, Mr. Raymund,

Mr. Singleton, Mr. Stern, Mr. Tarr, Ms. Utter, Mr. Vareschi and Mr. Way. Mr. Haley is considered an inside Director
because of his employment as Chief Executive Officer of the Company.
Corporate Governance Guidelines

The Company has adopted a set of Corporate Governance Guidelines to assist members of the Board in fully
understanding and effectively implementing their responsibilities while assuring the Company s on-going commitment
to high standards of corporate conduct and compliance. The Guidelines are reviewed from time to time in response to
changing regulatory requirements and best practices and are revised accordingly. The Guidelines address the
following key topics:

Director Qualifications;

Significant Changes in Job Responsibilities of Directors;
Elected Term;

Director Responsibilities;

Committees of the Board;

Meetings in Executive Session;

Director Access to Officers and Employees;

12
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Director Compensation;

Succession Strategy;

13
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Director Orientation and Continuing Education;
Evaluation of the Chief Executive Officer; and

Annual Performance Evaluation.

The full text of the Corporate Governance Guidelines is available on the Company s corporate governance website
at www.wesco.com./governance and is also available in print for any requesting stockholder.

The Company has adopted a Code of Business Ethics and Conduct (the Code ) that applies to all of its employees.
The Code covers all areas of professional conduct, including customer relations, conflicts of interest, insider trading,
and financial disclosure, as well as requiring strict adherence to all laws and regulations applicable to our business.
Employees and Directors are required to sign, the Company s Code annually. Employees are required to report any
violations or suspected violations of the Code to their supervisors or by using the Company s ethics toll-free hotline.
The full text of the Code is available on the Company s corporate governance website at Www.wesco.com/governance
and is also available in print for any requesting stockholder.

The Company also has adopted a Senior Financial Executive Code of Business Ethics and Conduct (the Senior
Financial Executive Code ), which applies to the Company s Chief Executive Officer, Chief Financial Officer, principal
accounting officer and Controller and which is signed by such officers on an annual basis. The full text of the Senior
Financial Executive Code is available on the Company s corporate governance website at Www.wesco.com/governance
and is also available in print for any requesting stockholder. The Company will disclose future amendments to, or
waivers from, the Senior Financial Executive Code on its corporate governance website within four business days of
the amendment or waiver.

Stock Ownership Guidelines for all Directors and Executives

In 2004, the Board adopted stock ownership guidelines for all Directors and certain executive officers. According
to the stock ownership guidelines, Directors are expected to achieve within three years of initial election to the Board,
and to thereafter maintain while serving as a Director, beneficial ownership of an amount of Company equity equal in
fair market value to at least two-times their annual retainer. Also, in accordance with the stock ownership guidelines,
the Company s Chief Executive Officer and each Vice President are expected to achieve within three years of initial
appointment to their respective positions, and to thereafter maintain while serving as in such positions, beneficial
ownership of an amount of Company equity equal in fair market value to at least four-times and two-times their
annual salary, respectively.

Executive Sessions; Presiding Director

The non-management members of the Board hold regularly scheduled meetings in executive session. The
Company s independent Directors designated Mr. Singleton to preside over such executive sessions through
February 7, 2006. Effective February 8, 2006, the Board appointed Mr. Way as Presiding Director. The Presiding
Director has broad authority to call and conduct meetings of the independent Directors. He is also responsible for
planning and conducting the annual evaluation of Board performance and effectiveness. During 2005, the Board met
in executive session to assess and evaluate its activities, effectiveness, and performance. The non-management
independent Directors met in executive session at each Board meeting held in person.

Annual Performance Evaluation

The Board and each of the Audit, Compensation, Executive and Nominating and Governance Committees
conducted an annual self-evaluation during January and February 2006 as contemplated by the Company s Corporate
Governance Guidelines and the charters of Board committees.

7
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Stockholder Communications with Directors

The Board has established a process to receive communications from stockholders and other interested parties.
Stockholders and other interested parties may communicate with the Chairman of the Audit Committee, Mr. Tarr, or
the Presiding Director, Mr. Way, and other non-management members of the Board by confidential e-mail. The
applicable e-mail addresses are accessible in the corporate governance section of the Company s website at
www.wesco.com/governance under the caption Contact Our Board. The Director of Internal Audit will review all such
communications on a timely basis and will forward all such communications, other than solicitations, invitations or
advertisements, to the appropriate Board member on a monthly basis. All communications will be made available to
the Board on an immediate basis upon request by any member of the Board. Stockholders who wish to communicate
with the Board in writing via regular mail should send such correspondence to: WESCO International, Inc., Suite 700,
225 West Station Square Drive, Pittsburgh, Pennsylvania 15219, Attention: Director of Internal Audit. Any such
hard-copy communications received will be reviewed by the Director of Internal Audit and forwarded to the Board on
the same basis as electronic communications.

In addition, it is the Company s expectation that each member of the Board attend the Annual Meeting of the
Company s stockholders, thereby providing additional opportunities for stockholder access. All then-sitting members
of the Board were present at the Company s 2005 Annual Meeting except for George L. Miles, Jr. and Robert J.

Tarr, Jr.
Nominating and Governance Committee

In addition to identifying and nominating candidates for election or appointment to the Board, the Nominating and
Governance Committee is responsible for reviewing and making recommendations to the Board with respect to the
corporate governance policies and practices of the Company. The Nominating and Governance Committee operates
under a separate charter, which is available on the Company s corporate governance website at
www.wesco.com/governance and is also available in print for any requesting stockholder.

During 2005, the Committee recommended and the Board approved the following addition to the Company s
Corporate Governance Guidelines:

Succession Strategy: The Chief Executive Officer shall periodically discuss with the Board succession strategy
planning for certain senior officers of the Company assessing senior managers and their potential to succeed the
Chief Executive Officer and other senior management positions.

The Company s corporate governance practices have been reviewed, documented, and made available for public
access. Recognizing the value of periodic reevaluations, as appropriate or necessary, the Committee and the Board
will conduct an orderly assessment of a broad range of corporate governance matters to determine whether any
changes are warranted.

Director Nominating Procedures

The Nominating and Governance Committee will, from time to time, seek to identify potential candidates for
nomination as Director and will consider potential candidates identified through professional executive search
arrangements, as well as referrals or recommendations by members of the Board, by management of the Company, or
by stockholders of the Company. The Nominating and Governance Committee has the sole authority to retain,
approve the fees and retention terms of and terminate any search firm to be used to identify Director candidates. The
Nominating and Governance Committee has previously retained an executive search firm to assist in identifying
qualified Board member candidates.

In considering candidates submitted by stockholders of the Company, the Nominating and Governance Committee

will take into consideration the needs of the Board along with candidates qualifications. To have a
8
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candidate considered by the Committee, a stockholder must submit the recommendation in writing and must include
the following information:

The name and address of the proposed candidate;
The proposed candidate s resume or a listing of his or her qualifications to be a Director of the Company;
A description of what would make such person a good addition to the Board;

A description of any relationship that could affect such person s qualifying as an independent Director, including
identifying all other public company Board and committee memberships;

A confirmation of such person s willingness to serve as a Director if selected by the Nominating and Governance
Committee;

Any information about the proposed candidate that, under the federal proxy rules, would be required to be
included in the Company s Proxy Statement if such person were a nominee; and

The name of the stockholder submitting the name of the proposed candidate, together with information as to the
number of shares owned and the length of time of ownership.

The stockholder recommendation and information described above must be sent to: WESCO International, Inc.,
Suite 700, 225 West Station Square Drive, Pittsburgh, Pennsylvania 15219, Attention: Corporate Secretary and, in
order to allow for timely consideration, must be received not less than 120 days prior to the first anniversary of the
date of the Proxy Statement for the Company s most recent Annual Meeting.

Once a person has been identified by the Nominating and Governance Committee as a potential candidate, the
Committee may collect and review publicly available information to assess whether the person should be considered
further. Generally, if the candidate expresses a willingness to be considered to serve on the Board, the Nominating and
Governance Committee will conduct a thorough process of determining and assessing the candidate s qualifications
and accomplishments. The Nominating and Governance Committee follows the same evaluation process with regard
to candidates identified by the Committee and any candidate who is recommended by our stockholders.

MEETINGS AND COMMITTEES OF THE BOARD

The Board has four standing committees: an Executive Committee, a Nominating and Governance Committee, an
Audit Committee, and a Compensation Committee. The full Board held six meetings in 2005. Each Director attended
75% or more of the aggregate number of meetings of the full Board held in 2005, with the exception of Mr. Tarr who
was unavailable to attend two meetings. Each Director attended 75% or more of the meetings held by any committee
of the Board on which she or he served, with the exception of Mr. Way who was unavailable to attend two
Nominating and Governance Committee meetings.

Executive Committee

The Executive Committee during 2005 consisted of Messrs. Cheshire, Haley, Singleton and Stern, with
Mr. Singleton serving as Chairman. Effective February 8, 2006, the Executive Committee consists of
Messrs. Cheshire, Haley, Raymund, Singleton, Stern and Vareschi, with Mr. Singleton serving as Chairman. The
Committee may exercise all the powers and authority of the Directors in the management of the business and affairs of
the Company and has been delegated authority to exercise the powers of the Board during intervals between Board
meetings. The Executive Committee operates under a separate charter, which is available on the Company s corporate
governance website at www.wesco.com/governance. The Executive Committee held three meetings in 2005.

9
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Nominating and Governance Committee

The Nominating and Governance Committee of the Company is composed of four Directors who are independent
under NYSE standards and the Company s categorical Board independence standards, which are set forth in the
Company s Corporate Governance Guidelines. During 2005, the Committee consisted of Ms. Beach Lin and
Messrs. Miles, Singleton and Way, with Mr. Miles serving as Chairman. Effective February 8, 2006, the Committee
consists of Mses. Beach Lin and Utter and Messrs. Miles and Tarr, with Mr. Miles serving as Chairman. The
Committee is responsible for identifying and nominating candidates for election or appointment to the Board. It is also
the responsibility of the Nominating and Governance Committee to review and make recommendations to the Board
with respect to the corporate governance policies and practices of the Company and to develop and recommend to the
Board a set of corporate governance principles applicable to the Company. The Nominating and Governance
Committee operates under a separate charter, which is available on the Company s corporate governance website at
www.wesco.com/governance. The principal activities of the Committee in 2005 involved the identification and
nomination of candidates for appointment as Directors and the development of new or revised corporate governance
practices. The Nominating and Governance Committee held three meetings in 2005.
Audit Committee

The Audit Committee during 2005 consisted of Ms. Beach Lin, and Messrs. Tarr and Vareschi, with Mr. Tarr
serving as Chairman. Mr. Cheshire also served on the Committee until September 7, 2005. Effective February 8, 2006,
the Committee consists of Ms. Beach Lin and Messrs. Raymund, Tarr and Vareschi, with Mr. Tarr serving as
Chairman. All Committee members are independent Directors in accordance with the independence standards of the
NYSE. The Board has determined that Mr. Tarr is an Audit Committee Financial Expert, as defined under Item 401 of
SEC Regulation S-K, and that Mr. Tarr is independent according to the director independence standards of the NYSE.
The Audit Committee operates under a written charter, which is available on the Company s corporate governance
website at www.wesco.com/governance.

The Audit Committee is responsible for: (a) appointing the independent registered public accounting firm to
perform an integrated audit of the Company s financial statements and to perform services related to the audit;
(b) reviewing the scope and results of the audit with the independent registered public accounting firm; (c) reviewing
with management the Company s year-end operating results; (d) considering the adequacy of the internal accounting
and control procedures of the Company; (e) reviewing the Annual Report on Form 10-K; and (f) reviewing the
non-audit services to be performed by the independent registered public accounting firm, if any, and considering the
effect of such performance on the registered public accounting firm s independence. The Audit Committee held six
meetings in 2005 and has furnished the following report:

Report of the Audit Committee

Management of the Company has the primary responsibility for the financial statements and the reporting process
including the system of internal controls. The Audit Committee is responsible for reviewing the Company s financial
reporting process.

In this context, the Audit Committee has met and held discussions with management and the independent
registered public accounting firm. Management represented to the Audit Committee that the Company s financial
statements were prepared in accordance with generally accepted accounting principles, and the Audit Committee
reviewed and discussed the Company s audited financial statements with management and the independent registered
public accounting firm. The Audit Committee discussed with the independent registered public accounting firm
matters required to be discussed by Statement on Auditing Standards No. 61 (Codification of Statements on Auditing
Standards AU § 380).

In addition, the Committee has discussed with its independent registered public accounting firm, the independent
registered public accounting firm s independence from the Company and its management, including the matters in the
written disclosures pursuant to Rule 3600T of the Public Company Accounting Oversight Board, which adopts on an
interim basis Independence Standards Board (ISB) standard No. 1.
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The Committee discussed with the Company s internal auditors and independent registered public accounting firm
the overall scope and plan for their respective audits. The Committee meets with the internal auditors and independent
registered public accounting firm, with and without management present, to discuss the results of their audits
including, their audit of the Company s internal controls, and the overall quality of the Company s financial reporting.

In reliance on the reviews and discussions referred to above, the Committee recommended to the Board (and the
Board has approved) that the audited financial statements be included in the Annual Report on Form 10-K for the year
ended December 31, 2005, for filing with the Securities and Exchange Commission. The Committee and the Board
also appointed the selection of the Company s independent registered public accounting firm, PricewaterhouseCoopers
LLP, for the year 2006.

Respectfully Submitted:
The Audit Committee
Robert J. Tarr, Jr., Chairman
Sandra Beach Lin

Steven A. Raymund
William J. Vareschi

Relationship with Independent Registered Public Accounting Firm
Aggregate fees for professional services rendered for the Company by PricewaterhouseCoopers for the years
ended December 31, 2005 and 2004 were as follows:

2005 2004
Audit fees $ 1,645,000 $ 1,407,000
Audit-related fees 33,000 32,000
Tax fees 461,000 522,000
All other fees 2,400

$ 2,141,400 $ 1,961,000

The audit fees for the years ended December 31, 2005 and 2004, respectively, were for professional services
rendered for the audits of the consolidated financial statements of the Company, reviews of the Company s quarterly
consolidated financial statements and statutory audits. The fees for the year ended December 31, 2005 and 2004
include fees related to the Company s compliance with Section 404 of the Sarbanes-Oxley Act.

The audit-related fees for the years ended December 31, 2005 and 2004, in each case, were for assurance and
related services related to employee benefit plan audits, accounting consultations and attest services.

Tax fees for the years ended December 31, 2005 and 2004, respectively, were for services related to tax planning
and compliance.

All other fees for the year ended December 31, 2005, were for software licensing fees. During the years ended
December 31, 2005 and 2004, there were no services rendered by PricewaterhouseCoopers, except as described
above.

Audit Committee Pre-approval Policies and Procedures

The Company s Audit Committee has the sole authority to pre-approve, and has policies and procedures that
require the pre-approval by the Audit Committee of all fees paid to, and all services performed by, the Company s
independent registered public accounting firm. At the beginning of each year, the Audit Committee approves the
proposed services, including the nature, type and scope of services contemplated and the related fees to be rendered by
the firm during the year. In addition, Audit Committee pre-approval is also required for those engagements that may
arise during the course of the year that are outside the scope of the
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initial services and fees pre-approved by the Audit Committee. During 2005 and 2004, all of the audit and non-audit
services provided by PricewaterhouseCoopers were pre-approved by the Audit Committee.

Appointment of Independent Registered Public Accounting Firm

The Audit Committee has appointed PricewaterhouseCoopers as the Company s independent registered public
accounting firm to audit the 2006 financial statements.

Compensation Committee

In 2005, the Compensation Committee consisted of Messrs. Singleton, Stern, Tarr, and Way, all of whom are
independent Directors according to the recently revised independence standards of the NYSE. Mr. Stern served as
Chairman of the Committee. Effective February 8, 2006, the Committee consists of Ms. Utter and Messrs. Way,
Singleton and Stern, with Mr. Way serving as Chairman of the Committee. All Committee members are independent
Directors in accordance with the independence standards of the NYSE. The Compensation Committee is responsible
for the review, recommendation and approval of compensation arrangements for Directors and executive officers, for
the approval of such arrangements for other senior level employees, and for the administration of certain benefit and
compensation plans and arrangements of the Company. The Committee operates under a separate charter setting forth
its duties and responsibilities, which is available on the Company s corporate governance website at
www.wesco.com/governance and is also available in print for any requesting stockholder. The Compensation
Committee held three meetings in 2005.

Compensation of Directors

Members of the Board who are also employees of the Company do not receive cash compensation for their
services as Directors.

Effective January 1, 2000, the Company established the Deferred Compensation Plan for Non-Employee Directors
under which non-employee Directors can elect to defer 25% or more of the annual Directors fee. Amounts deferred
under this arrangement are, on the deferral date, converted into stock units (common stock equivalents), which will be
credited via book entry to an account in the Director s name. For purposes of determining the number of stock units to
be credited to a Director for a particular year, the average of the high and low trading prices of the Common Stock on
the first trading day in January of that year will be used. Distribution of deferred stock units will be made in a lump
sum or in installments, in the form of shares of Common Stock, in accordance with the distribution schedule selected
by the Director at the time the deferral election is made. All distributions will be made or begin as soon as practical
after January 1 of the year following the Director s termination of Board service. In addition, as of each July 1,
beginning with July 1, 2002, each non-employee Director who will be continuing as a Director after that date receives
a non-qualified stock option to purchase 5,000 shares of Common Stock (or such other amount as the Board may
determine from time to time). The exercise price of these options is equal to the fair market value per share of
Common Stock on the date of grant. A non-employee Director s options vest on the third anniversary of the date of
grant. Effective July 1, 2005, Directors will receive equity compensation in the form of Stock Appreciation Rights
( SARs ).

During 2005, non-employee Directors received an annual retainer of $50,000, payable in shares of common stock
or a combination of cash and shares of common stock (of which a maximum of 50% may consist of cash) at each
Director s direction. The Chair of the Audit Committee receives an additional fee of $10,000 payable annually. Board
compensation levels have not changed for fiscal 2006. In addition to the retainer, non-employee directors are
reimbursed for travel and other reasonable out-of-pocket expenses related to attendance at Board and committee
meetings.

12
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Summary Compensation Table
The following table sets forth compensation information for the Company s Chief Executive Officer and for the
Company s four other most highly compensated executive officers for 2005 (the Named Executive Officers ).

Name and Principal
Position(s)

Roy W. Haley
Chairman and Chief
Executive Officer
John J. Engel
Senior Vice President
and
Chief Operating Officer
Stephen A. Van Oss
Senior Vice President
and
Chief Financial and
Administrative Officer
William M. Goodwin
Vice President,
Operations

Donald H. Thimjon
Vice President,
Operations

Fiscal

Year

2005
2004
2003
2005

2004
2003
2005

2004
2003

2005
2004
2003
2005

2004
2003

Salary
$)

700,000
685,833
615,000
450,000
209,711
408,333

325,000
300,000

261,667
242,000
235,833
245,333

242,000
235,833

Annual Compensation

Bonus

&)@
1,600,000
1,470,000

300,000
530,000
200,000
430,000

387,000
130,000

225,000
280,500
118,000
225,000

280,500
76,200

EXECUTIVE COMPENSATION

Long Term

Compensation

Securities
Underlying
Equity
Awards

(#s)(2)

200,000
200,000
300,000

75,000

200,000
75,000

70,000
70,000

25,000
30,000
38,000
25,000

35,000
38,000

All Other
Compensation

) Total

3)@)(5)(6)(7)(8) Compensation

136,632 2,436,632
70,678 2,226,511
35,072 950,072

102,778 1,082,778

215,560 625,271
65,156 903,489
38,051 750,051
25,710 455,710
59,338 546,005
38,308 560,808
23,548 377,381
54,071 524,404
35,852 558,352
23,874 335,907

(1) Bonus amounts reflect compensation earned in the indicated fiscal year, but approved and paid in the following
year. Bonus amounts reflect awards under documented performance objectives and plans, and are inclusive of a
special one-year Value Acceleration Program payment approved by the Board for performance substantially

above established goals.

(2) All equity awards granted to the Named Executive Officers in 2005, 2004 and 2003 were granted under the
Company s 1999 Long-Term Incentive Plan ( LTIP ), as amended and approved by the Board and stockholders.
SARs granted in 2005 have an exercise price of $31.65 per share. SARs granted in 2004 have an exercise price of
$24.02 per share. Mr. Engel, after joining the Company in 2004 was granted stock options at an exercise price of
$16.82 per share. Stock options granted in 2003 have an exercise price of $5.90 per share. Awards granted under

the LTIP are subject to certain time and performance-based vesting requirements.
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(3) Includes contributions by the Company under the WESCO Distribution, Inc. Retirement Savings Plan in the
amounts of (a) $2,583, $4,200, $2,800, $5,250, and $6,150 for Messrs. Haley, Engel, Van Oss, Goodwin, and
Thimjon, respectively, in 2005 (b) $6,000, $3,938, $2,600, $4,925, and $6,000 for Messrs. Haley, Engel, Van
Oss, Goodwin, and Thimjon, respectively, in 2004, (¢) $6,000, $-0-, $2,400, $4,500, and $6,000 for
Messrs. Haley, Engel, Van Oss, Goodwin, and Thimjon, respectively, in 2003. An award under the Company s
Retirement Savings Plan in the form of a discretionary contribution was made to all employees in 2005 for 2004
performance, specifically, in the amounts of $10,000, $5,729, $10,000, $14,000, and $14,000 for Messrs. Haley,
Engel, Van Oss, Goodwin and Thimjon, respectively.

(4) Includes contributions by the Company under the WESCO Distribution, Inc. Deferred Compensation Plan in the
amounts of (a) $62,517 $15,300, $21,060, $11,015, and $8,775 for Messrs. Haley, Engel, Van Oss, Goodwin, and
Thimjon, respectively, in 2005 (b) $22,700, $-0-, $10,613, $5,779, and $3,341 for Messrs. Haley, Engel, Van
Oss, Goodwin, and Thimjon, respectively, in 2004, (¢) $14,750, $-0-, $10,500, $5,036 and $2,666 for
Messrs. Haley, Engel, Van Oss, Goodwin, and Thimjon, respectively, in 2003. An

13
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award under the Company s Retirement Savings Plan in the form of a discretionary contribution was made in
2005 to the Deferred Compensation Plan in the amounts of $39,115, $-0-, $12,646, $11,183, and $8,257 for
Messrs. Haley, Engel, Van Oss, Goodwin, and Thimjon, respectively.

Includes an annual automobile allowance paid by the Company in the amount of $12,000 for each of
Messrs. Haley, Van Oss, Goodwin, and Thimjon in each of 2005, 2004, and 2003. Includes automobile allowance
in the amount of $12,000 in 2005 and $5,500 in 2004, the year Mr. Engel became employed with the Company.

Includes the dollar value of insurance premiums paid by the Company for each executive officer s term life
insurance in the amounts of (a) $2,322, $540, $1,242, $3,713 and $3,366 for Messrs. Haley, Engel, Van Oss,
Goodwin, and Thimjon, respectively, in 2005, (b) $2,419, $225, $1,294, $2,208, and $3,152 for Messrs. Haley,
Engel, Van Oss, Goodwin, and Thimjon, respectively, in 2004, (c) $2,322, $-0-, $810, $2,012, and $3,208 for
Messrs. Haley, Engel, Van Oss, Goodwin, and Thimjon, respectively, in 2003.

Includes non-cash awards in the amounts of (a) $8,095, $-0-; $5,408, $2,177, and $1,523 for Messrs. Haley,
Engel, Van Oss, Goodwin, and Thimjon, respectively, in 2005, (b) $7,809, $1,675, $5,094, $2,177 and $840 for
Messrs. Haley, Engel, Van Oss, Goodwin, and Thimjon, respectively, in 2004.

Includes relocation allowance paid by the Company for Mr. Engel in the amounts of $65,009 and $204,222 in
2005 and 2004 respectively.

SARs Grants in Last Fiscal Year

% of Potential Realizable
Total Value
Nul(?fber SARs at Assumed Rates of
Securities Gre::ted Stock Price Appreciation
Underlying Employees for SAR Term(1)
SARs In Fiscal Exercise Expiration
Price
Name Granted Year ($/Sh) Date 5% 10%
Roy W. Haley 200,000 22.00% 31.65 7/1/2015 3,980,000 10,088,000
John J. Engel 75,000 8.25% 31.65 7/1/2015 1,492,500 3,783,000
Stephen A. Van Oss 75,000 8.25% 31.65 7/1/2015 1,492,500 3,783,000
William M. Goodwin 25,000 2.75% 31.65 7/1/2015 497,500 1,261,000
Donald H. Thimjon 25,000 2.75% 31.65 7/1/2015 497,500 1,261,000

Note: During 2003, the Company adopted the measurement provisions of SFAS No. 123, Accounting for Stock-Based
Compensation and began expensing equity awards. The Company recognized $8.6 million of compensation expense
related to all awards in the year ended December 31, 2005.

(1) Amounts represent hypothetical gains that could be achieved for the respective SARs if exercised at the end of

the SARs term. These gains are based on assumed rates of stock price appreciation of 5% and 10% compounded
annually from the date the respective SARs were granted to their expiration date. These assumptions are not
intended to forecast future appreciation of our stock price. The potential realizable value computation does not
take into account federal or state income tax consequences of SARs exercises or sales of appreciated stock.
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Aggregated Option/SARs Exercises in Last Fiscal Year and Fiscal Year-End Option/SARs Values
The table below sets forth information for each Named Executive Officer with regard to the aggregate (stock
options and SARs) held at December 31, 2005.

Number of Securities Value of Unexercised
Underlying Unexercised In-the-Money
Option/ Option/SARs
SARs Awards at FY-End Awards at FY-End ($)(1)
Shares
. (Exercisable (Exercisable
Acquired Value Unexercisable) Unexercisable)
on . Realized
Exercise
Name (#) # # (#) &) %)
Roy W. Haley N/A N/A 808,542 958,458 29,942,502 25,899,658
John J. Engel N/A N/A 33,334 241,666 863,684 5,149,316
Stephen A. Van Oss 25,000 668,250 130,963 271,009 4,217,782 6,962,181
William M. Goodwin 10,525 261,651 84,283 175,352 2,634,489 4,853,667
Donald H. Thimjon 54,808 1,494,674 11,667 178,685 218,290 5,193,027

(1) Based on the closing market price per share of $42.73 as reported on the NYSE on December 31, 2005.

During December 2003, in a privately negotiated transaction with 19 employees, including Messrs. Haley,
Goodwin, and Thimjon, the Company redeemed the net equity value of stock options originally granted in 1994 and
1995, representing approximately 2.9 million shares. The options held by the employees had a weighted average price
of $1.75. The options were redeemed at a price of $8.63 per share, effective for accounting purposes, as of
December 31, 2003. The transaction was settled, and the aggregate cash payment of $20.1 million was made on
January 6, 2004.

Employment Agreements

Employment Agreement with the Chief Executive Officer. The Company is a party to an employment agreement
with Mr. Haley providing for a rolling employment term of three years. Pursuant to this agreement, Mr. Haley is
entitled to an annual base salary of at least $500,000, the actual amount of which may be adjusted by the Board from
time to time, and an annual incentive bonus equal to a percentage of his annual base salary ranging from 0% to 200%.
The actual amount of Mr. Haley s annual incentive bonus will be determined based upon the Company s financial
performance as compared to the annual performance objectives established for the relevant fiscal year. If Mr. Haley s
employment is terminated by the Company without cause, by Mr. Haley for good reason or as a result of Mr. Haley s
death or disability, Mr. Haley is entitled to continued payments of his average annual base salary and his average
annual incentive bonus, reduced by any disability payments for the three-year period, or in the case of a termination
due to Mr. Haley s death or disability, the two-year period, following such termination, and continued welfare benefit
coverage for the two-year period following such termination. In addition, in the event of any such qualifying
termination, all outstanding options held by Mr. Haley will become fully vested.

The agreement further provides that, in the event of the termination of Mr. Haley s employment by the Company
without cause or by Mr. Haley for good reason, in either such case, within the two-year period following a change in
control of the Company, in addition to the termination benefits described above, Mr. Haley is entitled to receive
continued welfare benefit coverage and payments in lieu of additional contributions to the Company s Retirement
Savings Plan and Deferred Compensation Plan for the three-year period following such change in control. The
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Company has agreed to provide Mr. Haley with an excise tax gross up with respect to any excise taxes Mr. Haley may
be obligated to pay pursuant to Section 4999 of the United States Internal Revenue Code of 1986 on any excess
parachute payments. In addition, following a change in control, Mr. Haley is entitled to a minimum annual bonus
equal to 50% of his base salary, and the definition of good reason is modified to include certain additional events. The
agreement also contains customary covenants regarding nondisclosure of confidential information and
non-competition and non-solicitation restrictions.

Employment Agreement with the Chief Operating Officer. The Company is a party to an employment agreement
with Mr. Engel providing for an employment term of two years, subject to automatic renewals for
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an additional year as of each annual anniversary of the agreement. The agreement provides that Mr. Engel is entitled
to an annual base salary of at least $450,000, subject to adjustment by the Board, and incentive compensation under
the Company s incentive compensation and other bonus plans for senior executives in amounts ranging from 0% to
100% his annual base salary, based upon the Company s achievement of earnings, sales growth and return on
investment or other performance criteria established by the Compensation Committee.

If Mr. Engel s employment is terminated by reason of his death, the Company will pay the amount of his accrued
but unpaid base salary through his date of death, any accrued but unpaid incentive compensation, any other
reimbursable amounts and any payments required to be made under the Company s employee benefit plans or
programs. If Mr. Engel s employment is terminated by reason of disability, he will continue to receive his base salary
and all welfare benefits through the date of disability, offset by the amount of any disability income payments
provided under the Company s disability insurance. If Mr. Engel s employment is terminated by the Company without

cause or by him for good reason, he is entitled to his accrued but unpaid base salary through the date of termination, a
cash amount equal to his pro rata incentive compensation for the fiscal year in which the termination occurs, monthly
cash payments equal to 1.5 times his monthly base salary as of the date of termination for the greater of (i) the
remainder of the employment agreement s term, or (ii) eighteen months following the date of termination, and
continued welfare benefit coverage for the two years. In such event, all stock options, except those that will remain
unvested due to specified operational or financial performance criteria not being satisfactorily achieved, will become
fully vested, and the Company will pay the full cost of his COBRA continuation coverage. If Mr. Engel s employment
is so terminated within one year following a change in control of the Company, the cash amount equal to 1.5 times his
monthly base salary will be paid in monthly installments for 24 months. The Company has agreed to provide
Mr. Engel with a partial excise tax gross up with respect to any excise taxes Mr. Engel may be obligated to pay. The
agreement also contains customary covenants regarding nondisclosure of confidential information and
non-competition and non-solicitation restrictions. Additionally, under the terms of the agreement, the Company paid
approximately $204,222 and $65,009 in relocation expenses on behalf of Mr. Engel in 2004 and 2005, respectively.

Employment Agreement with the Chief Financial Officer. The Company is party to an employment agreement with
Mr. Van Oss providing for an employment term of two years, subject to automatic renewals for an additional year as
of each annual anniversary of the agreement. The agreement provides that Mr. Van Oss is entitled to an annual base
salary of at least $450,000, subject to adjustment by the Board, and incentive compensation under the Company s
incentive compensation and other bonus plans for senior executives in amounts ranging from 0% to 100% his annual
base salary, based upon the Company s achievement of earnings, sales growth and return on investment or other
performance criteria established by the Compensation Committee.

If Mr. Van Oss employment is terminated by reason of his death, the Company will pay the amount of his accrued
but unpaid base salary through his date of death, any accrued but unpaid incentive compensation, any other
reimbursable amounts and any payments required to be made under the Company s employee benefit plans or
programs. If Mr. Van Oss employment is terminated by reason of disability, he will continue to receive his base salary
and all welfare benefits through the date of disability, offset by the amount of any disability income payments
provided under the Company s disability insurance. If Mr. Van Oss employment is terminated by the Company
without cause or by him for good reason, he is entitled to his accrued but unpaid base salary through the date of
termination, a cash amount equal to his pro rata incentive compensation for the fiscal year in which the termination
occurs, monthly cash payments equal to 1.5 times his monthly base salary as of the date of termination for the greater
of (i) the remainder of the employment agreement s term, or (ii) eighteen months following the date of termination,
and continued welfare benefit coverage for the two years. In such event, all stock options, except those that will
remain unvested due to specified operational or financial performance criteria not being satisfactorily achieved, will
become fully vested, and the Company will pay the full cost of his COBRA continuation coverage. If Mr. Van Oss
employment is so terminated within one year following a change in control of the Company, the cash amount equal to
1.5 times his monthly base salary will be paid in monthly installments for 24 months. The
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Company has agreed to provide Mr. Van Oss with a partial excise tax gross up with respect to any excise taxes

Mr. Van Oss may be obligated to pay. The agreement also contains customary covenants regarding nondisclosure of
confidential information and non-competition and non-solicitation restrictions.

Report of Compensation Committee on Executive Compensation

Responsibilities and Goals
The Compensation Committee, composed of independent, non-employee Directors, has the responsibility of

administering executive compensation and benefit programs, policies and practices. The Committee engages the
assistance of outside consultants and uses third-party surveys in its consideration of compensation levels and incentive
plan designs. On an annual basis, the Committee reviews and approves the compensation and benefit programs for the
executive officers, including the Chairman and Chief Executive Officer.

Executive Officer Compensation

The objective of the Company s compensation program for executive officers, including Mr. Haley, is to attract,
motivate, and reward the high caliber of executive performance required to be successful in the competitive
distribution industry, and to enhance positive business results and growth in stockholder value.

The Company s compensation program for executive officers consists of a base salary, annual incentive bonuses
and long-term incentives. Executives have significant amounts of compensation at risk, based on performance.
Executives also maintain a significant equity stake in the Company, aligning the interests of management with those
of the Company s stockholders. As of December 31, 2005, each of the Named Executive Officers owned Company
stock valued at more than three times their annual base salary.

The Company s Executive Compensation Programs can be described as follows:

Base salaries for the Company s executives are targeted at or near the median of similarly sized industrial
distribution companies and other large distributors or wholesalers. Salaries for each executive are reviewed
annually, taking into account factors such as overall company performance in relation to competition and industry
circumstances, changes in duties and responsibilities, strategic and operational accomplishments, and individual
performance. From time to time (and not necessarily on an annual basis), the Committee adjusts base salaries for
executive officers (including Mr. Haley) based on performance, and if appropriate to reflect competitive pay
practices of peer companies.

Annual incentives are awarded for achievement of strategic and operational objectives, improvement in operating
results, and performance in relation to financial goals of the Company, which are established at the beginning of
the year. Cash bonus incentive awards granted for 2005 performance reflect significant financial and operational
achievements, which exceeded targeted performance levels.

Long-term incentives generally are granted in the form of equity awards such as stock options or SARs. The
Committee believes that equity awards are an effective long-term link between executive performance and
stockholder value. The Committee authorized a SARs grant in July 2005, and each of the Named Executive
Officers received an equity award as shown in the table reflecting SARs Grants in the Last Fiscal Year.
Chief Executive Officer Compensation
In determining the compensation level for Mr. Haley, the Company s Chief Executive Officer, the Committee
reviewed his performance against previously established 2005 objectives, the Company s record performance in most
performance categories, and the significant gain in share price benefiting all stockholders. The Committee assessed
Mr. Haley s individual performance and leadership, as reflected in the Company s financial and operating performance,
new business development initiatives, successful completion of two acquisitions, the effectiveness of the Company s
continuous improvement programs, cash flow generation and progress made in capital structure improvements,
refinancing transactions, working capital performance, and overall liquidity. Mr. Haley s base salary was established as
$700,000 effective March 1, 2004, and was
17
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increased to $750,000 effective January 1, 2006. Mr. Haley s cash bonus for 2005 performance was $1,600,000. He
was also granted SARs for 200,000 shares of the Company s Common Stock during 2005. This information is also
shown in the Summary Compensation Table and the SARs Grants Table in this Proxy Statement.

Conclusions

The Committee s goal is to maintain compensation and benefit programs that are competitive within the
distribution industry and clearly linked to stockholder value. The Committee believes that the 2005 compensation
levels as disclosed in this Proxy Statement are reasonable and appropriate.

The Committee intends to ensure that compensation paid to its executive officers is within the limits of, or exempt
from, the deductibility limits of 162(m) of the Internal Revenue Code and expects that all compensation will be
deductible. However, it reserves the right to pay compensation that is not deductible if it determines that to be in the
best interests of the Company and its stockholders.

Respectfully Submitted:
Compensation Committee

Kenneth Way, Chairman

James L. Singleton

James A. Stern

Lynn M. Utter

Compensation Committee Interlocks

None of the Company s executive officers serve as an executive officer of, or as a member of the compensation
committee of any public company entity that has an executive officer, Director or other designee serving as a member
of our Board.

18

28



Edgar Filing: WESCO INTERNATIONAL INC - Form DEF 14A

COMPARATIVE STOCK PERFORMANCE
The following performance graph compares the total stockholder return of an investment in the Company s
Common Stock to that of a peer group of other industrial and construction products distributors and the Russell 2000
index of small cap stocks for the period commencing December 31, 2000 and ending on December 31, 2005. The
graph assumes that the value of the investment in the Company s Common Stock was $100 on December 31, 2000.
The historical information set forth below is not necessarily indicative of future performance. The Company does not
make or endorse any predictions as to future stock performance.
COMPARISON OF 5 YEAR CUMULATIVE TOTAL RETURN*
AMONG WESCO INTERNATIONAL, INC., THE RUSSELL 2000 INDEX
AND A PEER GROUP
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The following table reflects the companies that are included in the Peer Group Indexes for the years presented.

Companies in italics were, at varying points, removed from the Peer Group Index as such companies ceased to be

publicly-traded companies.

2001

Airgas, Inc.

Applied Industrial Technologies
Barnes Group, Inc.

Building Materials Holding Corp.
Fastenal Company

Grainger (W.W.), Inc.

Hughes Supply, Inc.

Industrial Distribution Group, Inc.

Kaman Corp.

KEVCO, Inc.

Lawson Products, Inc.
Maxco, Inc.

MSC Industrial Direct Co., Inc.
NCH Company

Noland Company

Pameco Corp.

Park-Ohio Holdings Corp.
Premier Farnell PLC

SCP Pool Corp.

Strategic Distribution, Inc.
Watsco, Inc.

20

2002/2003/2004/2005

Airgas, Inc.

Applied Industrial Technologies
Barnes Group, Inc.

Building Materials Holding Corp.
Fastenal Company

Grainger (W.W.), Inc.

Hughes Supply, Inc.

Industrial Distribution Group, Inc.
Kaman Corp.

Lawson Products, Inc.

Maxco, Inc.

MSC Industrial Direct Co., Inc.
Noland Company

Park-Ohio Holdings Corp.
Premier Farnell PLC

SCP Pool Corp.

Strategic Distribution, Inc.
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SECURITY OWNERSHIP

The following table sets forth the beneficial ownership of the Company s Common Stock as of April 3, 2006, by
each person or group known by the Company to beneficially own more than five percent of the outstanding Common
Stock, each Director, each of the Named Executive Officers, and all Directors and executive officers as a group.
Unless otherwise indicated, the holders of all shares shown in the table have sole voting and investment power with
respect to such shares. In determining the number and percentage of shares beneficially owned by each person, shares
that may be acquired by such person pursuant to options or convertible stock exercisable or convertible within 60 days
of April 3, 2006 are deemed outstanding for purposes of determining the total number of outstanding shares for such
person and are not deemed outstanding for such purpose for all other stockholders.

Shares Percent
Beneficially Owned

Name Owned(1) Beneficially
FMR Corporation 7,106,1592) 14.8%

82 Devonshire Street

Boston, Massachusetts 02109
Putnam, LLC d/b/a Putnam Investments 2,631,966(3) 5.5%

One Post Office Square

Boston, Massachusetts 02109
Roy W. Haley 1,569,387 3.2%
Stephen A. Van Oss 246,928 *
William M. Goodwin 84,252 *
John J. Engel 83,334 *
Donald H. Thimjon 69,359 *
James L. Stern 25,000 *
Robert J. Tarr, Jr. 15,000 *
James L. Singleton 10,000 *
Kenneth L. Way 5,453 *
George L. Miles, Jr. 5,000 *
Sandra Beach Lin 350 *
All 19 executive officers and Directors as a group 2,180,661 4.4%

* Indicates ownership of less than 1% of the Common Stock.

(1) The beneficial ownership of Directors set forth in the following table does not reflect shares of common stock
payable to any such Director following the Director s termination of Board service with respect to portions of
annual fees deferred under the Company s Deferred Compensation Plan for Non-Employee Directors or in
settlement of any options or SARs granted to any such Director under that plan to the extent that those options or
SARs may not be exercised or settled within 60 days of April 3, 2006.

(2) Based on a Schedule 13G/A filed under the Securities Exchange Act of 1934 by FMR Corporation and its
affiliates on February 14, 2006.

(3) Based on a schedule 13G/A filed under the Securities Exchange Act of 1934 by Putnam, LL.C d/b/a Putnam

Investments and its affiliates on February 10, 2006.
Section 16(a) Beneficial Ownership Reporting Compliance
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Under the federal securities laws of the United States, the Company s Directors, its executive officers, and any
persons beneficially holding more than ten percent of the Company s Common Stock are required to report their
ownership of the Company s Common Stock and any changes in that ownership to the SEC and the NYSE. Specific
due dates for these reports have been established. The Company is required to report in this Proxy Statement any
failure to file by these dates. For the fiscal year ended December 31, 2005, there was one late filing each for J. Stanley
Baumgartner, Jr. (Form 4) and William M. Goodwin (Form 5).
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INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM
PricewaterhouseCoopers has served as the Company s independent registered public accounting firm since 1994.
Representatives of PricewaterhouseCoopers will be present at the Annual Meeting, and will have an opportunity to
make a statement if they desire to do so, and will be available to respond to appropriate questions.
STOCKHOLDER PROPOSALS FOR 2007 ANNUAL MEETING
No stockholder proposals were submitted for consideration by the Board for the 2006 Annual Meeting. Rule 14a-8
of the Exchange Act contains the procedures for including certain stockholder proposals in the Company s Proxy
Statement and related materials. The deadline for submitting a stockholder proposal pursuant to Rule 14a-8 for the
2007 Annual Meeting of the Company is the date, which is 120 days prior to the first anniversary date of the mailing
of this Proxy Statement, or December 18, 2006. With respect to any stockholder proposal outside the procedures
provided in Rule 14a-8 and received by the Company no later than 45 days prior to the first anniversary date of the
mailing of this Proxy Statement, or March 3, 2007, the Company may be required to include certain limited
information concerning such proposal in the Company s Proxy Statement so that proxies solicited for the 2007 Annual
Meeting may confer discretionary authority to vote on any such matter. Any stockholder proposals should be
addressed to the Corporate Secretary of the Company, 225 West Station Square Drive, Suite 700, Pittsburgh,
Pennsylvania 15219.

22

33



Edgar Filing: WESCO INTERNATIONAL INC - Form DEF 14A

APPENDIX A
WESCO INTERNATIONAL, INC.
INDEPENDENCE POLICY

The Board of Directors of WESCO International, Inc. has adopted the following standards for determining the
independent status of each its Directors for purposes of serving on the Board and its Committees and complying with
the listing standards of the New York Stock Exchange and Securities and Exchange Commission rules on corporate
governance. The Board of Directors will, on an annual basis, affirmatively determine the independent status of each of
its Directors relative to the standards that have been adopted. Such standards and determinations will be disclosed in
the Company s proxy materials and Annual Report on Form 10-K, as required.
Independence Standards

A member of the Company s Board is considered to be independent of management of the Company, unless:

Such Director is also a member of management of the Company,

Such Director (or an immediate family member of such Director) received more than $100,000 in direct
compensation in any one year within the past three years for services, other than Director and committee fees
and pension or other forms of deferred compensation for prior service (provided such compensation is not
contingent in any way on continued service),

Such Director (or an immediate family member of such Director) was affiliated with or employed, in a
professional capacity, by a present or former internal or external auditor of the Company within the past three
years,

Such Director (or an immediate family member of such Director) was employed, as an executive officer, by
another company where any of the Company s present executive officers served on such company s
compensation committee within the past three years,

Such Director (or an immediate family member of such Director) was an employee of a company that made
payments to, or received payments from, the Company for property or services in an amount which, in any
single fiscal year, exceeded $1 million or 2% of such other company s consolidated gross revenues, whichever
was greater, during the past three years,

Such Director (or an immediate family member of such Director) was an employee of a company that was
indebted to the Company in an amount that exceeds 5% of such company s total assets or 5% of the Company s
total assets at the end of each respective fiscal year within the past three years, or

Such Director (or immediate family member of such Director) was affiliated, either as an employee, officer or
director, with a foundation, university or other non-profit organization that received a donation from the
Company in excess of $100,000 or from an executive officer of the Company in excess of $10,000 in any one
year during the past three years.
For purposes of participating on the Audit Committee of the Board, such Director (in addition to the above) will
also meet the independence requirements set forth in Rule 10A-3 of the Securities Exchange Act of 1934, as amended.
A-1
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This Proxy is solicited on behalf of the Board of Directors. The Board of Directors

recommends a vote FOR the foregoing proposals.

1ELECTION OF DIRECTORS:
The election of three directors,
01 Steven A. Raymund 02 Lynn M.
Utter Jr. 03 William J Vareschi for
a three-year term to expire in 2009

FOR

WITHHOLD AUTHORITY

all to vote for all nominees listed

nominees
listed
above
(except
as
marked
to the
contrary)
0

above

(Instruction: To withhold authority to vote for any
nominee write that nominee s name on the line below)

FOR

2Ratification o
of the
Independent
Registered
Public
Accounting
firm for
2006:
PricewaterhouseCoopers
LLP

AGAINST ABSTAIN

Please o
Mark Here

for Address
Change or
Comments

SEE REVERSE
SIDE

In their discretion, the Proxies are authorized to vote upon
such other business as may properly come before the
meeting. This proxy, when properly executed will be
voted in the manner directed herein by the undersigned
stockholder. If no direction is made the proxy will be
voted FOR the foregoing proposals.

Please sign exactly as name appears below. When shares
are held by joint tenants, both should sign. When signing
as attorney, as executor, administrator, trustee or guardian,
please give full title as such. If a corporation, please sign
in full corporate name by President or other authorized
officer. If a partnership please sign in partnership name by
authorized person.

Choose MLinkSM for fast,
easy and secure 24/7 online
access to your future proxy
materials, investment plan
statements, tax documents and
more. Simply log on to
Investor Service Direct® at
www.melloninvestor.com/isd
where step-by-step instructions
will prompt you through
enrollment.

Please disregard if you
have previously provided
your consent decision
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Signature Signature Date , 2006

PLEASE MARK, SIGN, DATE AND RETURN THE PROXY CARD PROMPTLY USING THE ENCLOSED
ENVELOPE.

5 FOLD AND DETACH HERE 5
Vote by Internet or Telephone or Mail
24 Hours a Day, 7 Days a Week
Internet and telephone voting is available through 11:59 PM Eastern Time
the day prior to annual meeting day.
Your Internet or telephone vote authorizes the named proxies to vote your shares in the same manner
as if you marked, signed and returned your proxy card.

Internet Telephone Mail
http://www.proxyvoting.com/wcc 1-866-540-5760
Use the internet to vote your proxy. Use any touch-tone Mark, sign and date your
Have your proxy card in hand OR telephone to vote your OR proxy card and return it in
when you access the web site. proxy. Have your proxy the enclosed postage-paid
card in hand when you call. envelope.

If you vote your proxy by Internet or by telephone,
you do NOT need to mail back your proxy card.
You can view the Annual Report and Proxy Statement
on the Internet at www.wesco.com/annualreport
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WESCO International, Inc. This Proxy is solicited on behalf
225 West Station Square Drive, Suite 700 of the Board of Directors. The Board of
Pittsburgh, Pennsylvania 15219 Directors recommends a vote FOR

the foregoing proposals.

PROXY

The undersigned hereby appoints Stephen A. Van Oss and Marcy Smorey-Giger as Proxies, and each of
them with full power of substitution, to represent the undersigned and to vote all shares of common stock
of WESCO International, Inc., which the undersigned would be entitled to vote if personally present and
voting at the Annual Meeting of Stockholders to be held May 17, 2006 or any adjournment thereof, upon
all matters coming before the meeting.

Address Change/Comments (Mark the corresponding box on the reverse side)

5 FOLD AND DETACH HERE 5
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Credit Suisse First Boston opinion does not address the relative merits of the merger as compared to other business strategies that might be
available to us, nor does it address our underlying business decision to proceed with the merger.

In preparing its opinion, Credit Suisse First Boston performed a variety of financial and comparative analyses. The preparation of a fairness
opinion is a complex process and is not necessarily susceptible to partial analysis or summary description. Credit Suisse First Boston believes
that its analyses must be considered as a whole and that selecting portions of its analyses and of the factors considered by it, without considering
all analyses and factors, could create a misleading view of the processes underlying the Credit Suisse First Boston opinion. No company or
transaction used in the analyses performed by Credit Suisse First Boston as a comparison is identical to Blue Martini or the contemplated
merger. In addition, Credit Suisse First Boston may have given various analyses more or less weight than other analyses, and may have deemed
various assumptions more or less probable than other assumptions, so that the range of valuation resulting from any particular analysis described
below should not be taken to be Credit Suisse First Boston s view of the actual value of Blue Martini. The analyses performed by Credit Suisse
First Boston are not necessarily indicative of actual values or actual future results, which may be significantly more or less favorable than
suggested by such analyses. In addition, analyses relating to the value of businesses or assets do not purport to be appraisals or to necessarily
reflect the prices at which businesses or assets may actually be sold. The analyses performed were prepared solely as part of Credit Suisse First
Boston s analysis of the fairness, from a financial point of view, of the merger consideration to be received by the holders of our common stock,
other than our affiliates, and were provided to the Special Committee in connection with the delivery of the Credit Suisse First Boston opinion to
the Special Committee.

The following is a summary of material financial analyses performed by Credit Suisse First Boston in connection with the preparation of its
opinion, and reviewed with the Special Committee at a meeting of the Special Committee held on February 27, 2005. Certain of the following
summaries of financial analyses that were performed by Credit Suisse First Boston include information presented in tabular format. In order to
understand fully the material financial analyses that were performed by Credit Suisse First Boston, the tables should be read together with the
text of each summary. The tables alone do not constitute a complete description of the material financial analyses.

Implied Transactional Statistics. Credit Suisse First Boston calculated several values implied by the merger consideration of $4.00 per share of
our common stock, including our implied fully-diluted equity value and aggregate value. The following table summarizes the results of this
analysis:

Values Implied by
Price per Blue Martini Values Implied
Share as of by Merger
February 25, 2005 Consideration
($2.29) ($4.00)
Blue Martini fully-diluted equity value $29.8 million $54.1 million
Blue Martini fully-diluted aggregate value $(1.5) million $22.8 million

Credit Suisse First Boston also calculated the premium of the merger consideration of $4.00 per share of our common stock over the closing
trading price of our common stock on February 25, 2005 and over the average closing trading price of our common stock over the period from
July 2, 2004 (the date we pre-announced our second quarter earnings) to February 25, 2005. The following table summarizes the results of this
analysis:
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Premium of Merger Consideration

Period ending February 25, 2005 over Average Closing Price
February 25, 2005 75%
Since July 2, 2004 47%

Credit Suisse First Boston calculated certain trading multiples implied (i) by the closing trading price of our common stock on February 25,
2005 ($2.29) and (ii) by the merger consideration ($4.00). For each of these

25
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values, Credit Suisse First Boston calculated the multiples of our implied aggregate value to our revenue or estimated revenue for calendar years
2004 and 2005 using various revenue estimates prepared by our management. The following table summarizes the results of these analyses:

Multiple Implied
by Merger
Consideration
($4.00)

Statistic of implied aggregate value to:
Total Revenue
2004 revenue 0.8x
Estimated 2005 revenue 0.8x
License Revenue
2004 revenue 3.1x
Estimated 2005 revenue 2.3x
Maintenance & Service Revenue
2004 revenue 1.1x
Estimated 2005 revenue 1.2x

Comparable Companies Analyses. Credit Suisse First Boston compared certain of our financial information with that of other companies in the
CRM sector of the software industry, including:

E.piphany Inc.

Chordiant Software, Inc.
Art Technology Group Inc.
Selectica, Inc.

Liveperson, Inc.
Broadvision Inc.

Kana Software, Inc.

Onyx Software Corporation

Egain Communications Corp.

Credit Suisse First Boston reviewed fully diluted aggregate values, calculated as equity value plus net debt, as multiples of estimated revenue for
calendar years 2005 and 2006. Credit Suisse First Boston also reviewed share price as to estimated earnings revenue for calendar years 2005 and
2006. Estimated financial data for the selected companies were based on publicly available research analysts estimates. Estimated financial data
for Blue Martini were based on internal estimates prepared by our management. All multiples were based on closing stock prices on February
25, 2005. From the multiples calculated for the selected comparable companies, Credit Suisse First Boston derived and applied the following
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ranges of selected revenue and multiples to our estimated calendar years 2005 and 2006 revenue: (i) a range of multiples of aggregate value to
2005 revenues of 0.20x to 0.60x; (ii) a range of multiples of aggregate value to 2006 estimated revenues of 0.15x to 0.50x. This analysis
indicated the following range of implied prices per share of our common stock:

Implied Price per Blue Martini Share

$2.74-$3.65

You should be aware that no company used as a comparison in this analysis is identical to us. In addition, mathematical analysis, such as
determining the mean or the median, is not in itself a meaningful method of using comparable market trading data.

Discounted Cash Flow Analysis. Using a discounted cash flow analysis, Credit Suisse First Boston calculated certain implied equity values per
share of Blue Martini based on our financial plans provided to Credit Suisse First Boston by our management. Credit Suisse First Boston based
its discounted cash flow analysis on

26
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various operating assumptions provided by our management, including assumptions relating to, among other items, revenue, operating costs,
taxes, working capital, capital expenditures and depreciation. Credit Suisse First Boston s analysis used discount rates ranging from 24.0% to
28.0% and terminal multiples of next calendar year net operating profits after taxes ranging from 15.0x to 25.0x. The following table
summarizes the prices per share of our common stock implied by this analysis:

Implied Price per Blue Martini Share Implied Price per Blue Martini Share

excluding value of net operating losses including value of net operating losses

$2.56-$3.00 $2.67-$3.14

Precedent Transactions Analysis. Credit Suisse First Boston reviewed several financial metrics from the following 21 selected transactions in
the U.S. retail software technology industry since January 1, 2003:

Target Acquiror
Digital Impact, Inc. InfoUSA Inc.
MAPICS, Inc. Infor Global Solutions
Yantra Corp. Sterling Commerce, Inc.
Persistence Software, Inc. Progress Software Corporation
Primus Knowledge Solutions, Inc. Art Technology Group, Inc.
Zamba Corporation Technology Solutions Company
Bravanta, Inc. Workstream Inc.
Catalyst International, Inc. ComVest Investment Partners
Optika, Inc. Stellent, Inc.
Pivotal Corporation CDC Software Corporation
Docent, Inc. Click2learn.com, Inc.
Firepond, Inc. Jaguar Technology Holdings LL.C
Concerto Software, Inc. Melita International, Ltd.
Ross Systems, Inc. Chinadotcom Corporation
T/R Systems, Inc. Electronics for Imaging, Inc.
EXE Technologies, Inc. SSA Global Technologies, Inc.
Virage, Inc. Autonomy Corporation PLC
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Comshare, Inc. Geac Computer Corporation Limited
Elevon, Inc. SSA Global Technologies, Inc.
Sagent Technology, Inc. (Certain Assets) Group 1 Software, Inc.

Evolve Software, Inc. Primavera Systems, Inc.

Credit Suisse First Boston compared the fully diluted aggregate transaction values in the selected precedent transactions as multiples of the latest
twelve months revenue and share price as a multiple of the latest twelve months earnings for the target company in each transaction. The mean
and median multiples of aggregate transaction value to latest twelve months revenues for the selected transactions were 1.1x and 1.0x,
respectively. Applying a multiple range of 0.5x to 1.0x to our revenues to our estimated calendar year 2005 revenue implied the following range
of prices per share of our common stock:

Implied Price per Blue Martini Share

$3.44-$4.45

Credit Suisse First Boston also calculated the implied premium paid in the following transactions since January 1, 2003 in which the acquiror
paid cash: (i) 1,092 transactions with a transaction value greater than $25 million; (ii) 272 transactions in the technology industry with a
transaction value greater than $15 million; and (iii) 75 transactions in the software industry with a transaction value greater than $15 million. All
premiums calculated for the selected transactions were based on the target company s stock price one day prior to announcement of the relevant
transaction and on information available at the time of announcement of the
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relevant transaction. Credit Suisse First Boston derived the following information from data observed for the selected precedent transactions:

Median Premium

Average Premium Over

Over Target Share
Target Share Price One
Price One Day Prior

Selected Cash Transactions Since Day Prior to
January 1, 2003 Announcement to Announcement
1,092 transactions 25.6% 17.9%
272 technology transactions 30.5% 21.2%
75 software transactions 33.6% 24.4%

Blue Martini Historical Stock Trading Performance. Credit Suisse First Boston analyzed the prices at which our common stock traded from
January 2, 2003 through February 25, 2005. Credit Suisse First Boston noted that the high closing price of our common stock during this period
was $6.05 on October 14, 2003, and that the low closing price of our common stock was $2.10 on February 15, 2005. Credit Suisse First Boston
also noted the average closing price of our common stock over various periods ending on February 25, 2005 as summarized below:

Period Ended February 25, 2005 Average Closing Price
February 25, 2005 $ 2.29
Last 5 trading days $ 2.23
Last 10 trading days $ 2.22
Last 30 trading days $ 2.47
Last 60 trading days $ 2.61
Last 90 trading days $ 2.64

Credit Suisse First Boston s opinion and presentation to the Special Committee was one of many factors taken into consideration by the Special
Committee in making its recommendation to our board of directors to engage in the merger. Furthermore, Credit Suisse First Boston s opinion to
the Special Committee was one of many factors taken into consideration by our board of directors in making its determination to engage in the
merger. Consequently, the analyses described above should not be viewed as determinative of the opinion of the Special Committee, our board
of directors or our management with respect to whether our board of directors would have been willing to agree to a different aggregate merger
consideration, to be received by holders of our common stock.

Credit Suisse First Boston was first retained by Blue Martini to act as financial advisor in connection with exploring and evaluating
opportunities for Blue Martini to combine with or be acquired by another company. Credit Suisse First Boston was selected by Blue Martini
based on Credit Suisse First Boston s qualifications, expertise and reputation. As described above under The Merger Background of the Merger,
the Special Committee later retained Credit Suisse First Boston as its financial advisor. Credit Suisse First Boston is an internationally
recognized investment banking and advisory firm. Credit Suisse First Boston, as part of its investment banking business, is continuously
engaged in the valuation of businesses and securities in connection with mergers and acquisitions, leveraged buyouts, negotiated underwritings,
competitive biddings, secondary distributions of listed and unlisted securities, private placements and valuations for corporate and other
purposes. Credit Suisse First Boston and its affiliates have in the past provided financial and investment banking services to affiliates of
Multi-Channel unrelated to the merger for which Credit Suisse First Boston has received compensation and Credit Suisse First Boston and its
affiliates may in the future provide such services to Multi-Channel and its affiliates for which Credit Suisse First Boston would expect to receive
compensation. Credit Suisse First Boston and its affiliates, including funds managed or advised by Credit Suisse First Boston or certain of its
affiliates, may have investments in Multi-Channel and have investments in affiliates of Multi-Channel, including funds managed or advised by
affiliates of Multi-Channel. In the ordinary course of Credit Suisse First Boston s business, Credit Suisse First Boston and its affiliates may
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actively trade our debt and equity securities and those of affiliates of Multi-Channel for Credit Suisse First Boston and its affiliates own accounts
and for the accounts of customers and, accordingly, may at any time hold a long or short position in such securities.
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Pursuant to an engagement letter dated as of September 10, 2002 and amended as of February 8, 2005, we engaged Credit Suisse First Boston to
provide financial advisory services to the Special Committee in connection with the merger, including, among other things, rendering its opinion
to the Special Committee. Pursuant to the terms of the engagement letter, we have agreed to pay Credit Suisse First Boston a customary fee in
connection therewith, 75% of which is contingent upon the consummation of the merger. Credit Suisse First Boston will also receive a fee for
rendering its opinion. In addition, we have agreed to reimburse Credit Suisse First Boston for its out-of-pocket expenses, including attorney s
fees, incurred in connection with its engagement and have agreed to indemnify Credit Suisse First Boston for certain liabilities and expenses
arising out of or in conjunction with its rendering of services under its engagement, including liabilities arising under the federal securities laws.

Recommendation of the Board of Directors

At a meeting of the Special Committee held on February 28, 2005, the Special Committee determined that the merger and the merger agreement
are fair to, and in the best interests of, Blue Martini s stockholders and recommended that our board of directors approve the merger agreement,
and that our board of directors recommend that Blue Martini s stockholders vote to adopt the merger agreement. At a meeting of our board of
directors held on February 28, 2005, based upon the recommendation of the Special Committee and upon its own review, our board of directors
determined that the merger and the merger agreement are fair to, and in the best interests of, Blue Martini and its stockholders, declared the
merger agreement and the merger to be advisable and recommended that Blue Martini s stockholders vote to adopt the merger agreement.

Our board of directors recommends that our stockholders vote FOR the merger proposal.

Voting Agreements

In connection with the execution of the merger agreement, each of Monte Zweben, Dennis Carey, Mel Friedman, Dominic Gallello, Amal
Johnson, Gary A. Wetsel, William Zuendt, Eugene Davis and Russell Gunderson executed voting agreements with and delivered irrevocable
proxies to Multi-Channel relating to the shares of Blue Martini common stock, and options to purchase such shares, owned by them. These
individuals hold an aggregate of 3,638,828 shares of our common stock (representing approximately 27.93% of the outstanding shares on
February 28, 2005) and options to purchase 983,044 shares of our common stock.

Under the voting agreements, these individuals agreed to vote their shares of Blue Martini common stock or other securities and any newly
acquired shares or other securities:

in favor of the adoption of the merger agreement, the merger and the other actions contemplated by the merger agreement and any
action in furtherance of the foregoing; and

against any merger, consolidation or other business combination involving Blue Martini or our subsidiaries (other than the merger
contemplated by the merger agreement), any sale or other transfer of all or substantially all of the assets of Blue Martini and our
subsidiaries, any Takeover Proposal (as defined in the merger agreement and described below), any liquidation, dissolution or
winding up of Blue Martini, any amendment to our certificate of incorporation or bylaws that is not approved by Multi-Channel, or
any action that is intended, or would reasonably be expected, to interfere with or delay the merger with Multi-Channel or any of the
transactions contemplated by the merger agreement.
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Each of these stockholders also agreed not to sell, encumber, grant an option with respect to or dispose of any of the securities or options of Blue
Martini owned by such stockholder, or enter into any agreement or commitment contemplating any of the foregoing, except, subject to certain
conditions, for transfers to the stockholder s immediate family or upon the death of the stockholder.

The voting agreements terminate upon the earlier of the consummation of the merger or the valid termination of the merger agreement.
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Interests of Our Directors and Executive Officers in the Merger

In considering the recommendation of the Special Committee and our board of directors in favor of the merger, you should be aware that there
are provisions of the merger agreement and other arrangements that will result in certain benefits to certain of our directors and executive
officers, but not to stockholders generally. In addition, an agreement between Multi-Channel and Monte Zweben, our Chairman and Chief
Executive Officer, negotiated and entered into after the execution and delivery of the merger agreement will result in certain benefits to Mr.
Zweben, but not to stockholders generally, as described below under the heading Zweben Employment Agreement . Stockholders should take
these benefits into account in deciding whether to vote for adoption of the merger agreement. They are set forth below.

Acceleration of Stock Options

Under the terms of the merger agreement, stock options held by our executive officers and directors, like all other stock options held by our
other employees, will vest and become exercisable immediately prior to the effective time of the merger except as may be otherwise provided in
the grant documents relating to such options. All stock options that are then outstanding will be automatically converted into an amount in cash
equal to, for each share of common stock of Blue Martini underlying such option, the excess (if any) of $4.00 over the exercise price per share of
such option, without interest and subject to any applicable withholding taxes. At the time we entered into the merger agreement, our executive
officers and directors held options to purchase an aggregate of approximately 581,281 shares of Blue Martini common stock which were not
then vested.

Options issued under our 2000 Equity Incentive Plan, as amended, and our 2000 Non-Employee Directors Plan, as amended, were subject to
pre-existing acceleration provisions, pursuant to which the vesting of 50% of all unvested options would have accelerated following the effective
date of a change in control transaction. As a result of the fact that Multi-Channel will not be assuming our option plans in the merger, all of our
outstanding options will be accelerated, except as may be otherwise provided in the grant documents relating to such options.
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The following table assumes, solely for purposes of providing the information therein, that the merger closes on April 29, 2005, although we
have no current expectation as to what the actual closing date will be. The following table sets forth as of March 1, 2005, with respect to our
directors and executive officers:

the number of shares of Blue Martini common stock subject to options held by such persons that vest as a result of the merger;

the number of shares of Blue Martini common stock subject to options held by such persons that will be exercisable at the closing of
the merger;

the range of exercise prices of all options held by such persons;

the weighted average exercise price of all options held by such persons;

the weighted average exercise price of the options held by such persons that vest as a result of the merger;

the cash value realizable by such persons from options that vest as a result of the merger; and

the cash value realizable by such persons upon the closing of the merger.

Shares of
Shares of Common Weighted
Common Stock Weighted Average
Stock Subject to Average Exercise Price  Realizable Realizable
Subject to Options Exercise  per Share of Value of Value of All
Options that  Exercisable Range of Price per Options that  Options that Options at
Vest as a at Closing Exercise Prices Share of Vest as a Vest as a the Closing
Result of the of the per Share of All Result of the  Result of the of the
Name Merger Merger* All Options Options Merger Merger Merger**
Monte Zweben 58,970 213,728 $5.59-$ 42.00 $ 2033 $ 559 $ 0.00 $ 0.00
Dennis Carey 20,934 90,142 $3.87-$ 581 $ 417 $ 405 $ 2,18478 $ 8,190.00
Mel Friedman 19,559 89,927 $3.87-$ 644 §$§ 425 § 401 $ 2,08325 $ 7,930.00
Dominic Gallello 22,503 89,571 $2.56-$ 454 $ 397 $ 390 $ 4,050.87 $ 13,722.24
Amal Johnson 32,501 70,000 $4.54-$ 531 $ 5.09 $ 523 $ 0.00 $ 0.00
Gary Wetsel 35,279 70,000 $4.54-$ 575 $ 540 $ 564 $ 0.00 $ 0.00
William Zuendt 19,749 89,676 $3.87-$140.00 $ 9.88 $ 398 $§ 2,13395 $ 8,060.00
Eran Pilovsky 101,786 248,284 $2.52-$ 644 $ 377 $ 396 $ 54,550.02 $181,176.72
Eugene Davis 100,000 100,000 $2.66-$ 266 $ 2.66 $ 2.66 $134,000.00 $ 134,000.00
Russell Gunderson 170,000 170,000 $2.68-$ 441 $ 400 $ 4.00 $ 52,800.00 $ 52,800.00

*  Includes shares of common stock subject to options that vest as a result of the merger listed in the prior column.
** Includes realizable value of options that vest as a result of the merger listed in the prior column.

Acceleration of Restricted Stock Awards. Immediately prior to the effective time of the merger, restricted stock awards held by certain of our
executive officers, like all other restricted stock awards held by our other employees, will immediately vest except as may be otherwise provided
in the grant documents relating to such restricted stock awards. Eran Pilovsky, Eugene Davis and Russell Gunderson respectively hold 26,000,
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19,000 and 25,000 shares of our common stock issued pursuant to such restricted stock awards. Assuming that the merger closes on April 29,
2005, 26,000, 19,000 and 25,000 shares of our common stock subject to such restricted stock awards held by Messrs. Pilovsky, Davis and
Gunderson, respectively, will be accelerated as a result of the merger, the cash value of which would be $104,000, $76,000 and $100,000,
respectively. We have no current expectation as to what the actual closing date will be.

Severance Arrangements under Existing Employment Agreements.

Mr. Zweben s employment agreement with Blue Martini provides, among other things, that if he is terminated without cause not in connection
with a change of control, we will pay him a cash payment equal to six months of his base salary and target bonus and extend the period of time
to exercise any vested options to
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twenty-four months after termination; if Mr. Zweben is terminated without cause shortly before and in contemplation of a change of control or
within twelve months after a change of control, the surviving corporation will pay him a cash payment equal to twelve months of his base salary
and target bonus, accelerate the vesting of 50% of his unvested options and extend the period of time to exercise any vested options to
forty-eight months after termination. Upon consummation of the merger, Mr. Zweben s employment agreement with us will be superseded in its
entirety by the employment agreement with Multi-Channel described below.

Mr. Pilovsky s employment agreement provides, among other things, that if he is terminated without cause not in connection with a change of
control, we will pay him a cash payment equal to three months of his base salary and target bonus and extend the period of time to exercise any
vested options to eighteen months; if Mr. Pilovsky is terminated without cause shortly before and in contemplation of a change of control or
within twelve months after a change of control, the surviving corporation will pay him a cash payment equal to six months of his base salary and
target bonus, accelerate the vesting of 50% of his unvested options and extend the period of time to exercise any vested options to thirty-six
months after termination.

Mr. Davis s employment agreement provides, among other things, that if he is terminated without cause not in connection with a change of
control, we will pay him a cash payment equal to three months of his base salary; if Mr. Davis is terminated without cause in connection with a
change of control, the surviving corporation will pay him a cash payment equal to six months of his base salary.

Mr. Gunderson s employment agreement provides, among other things, that if he is terminated without cause not in connection with a change of
control, we will pay him a cash payment equal to three months of his base salary and target bonus; if Mr. Gunderson is terminated without cause
shortly before and in contemplation of a change of control or within twelve months after a change of control, the surviving corporation will pay
him a cash payment equal to six months of his base salary and target bonus.

Indemnification of Directors and Executive Officers and Insurance.

The merger agreement provides that all rights of indemnification for acts or omissions occurring at or prior to the merger that exist in favor of
individuals who were directors or officers of Blue Martini at or prior to the effective time of the merger as provided in our certificate of
incorporation or bylaws or any of our existing indemnification agreements disclosed to Multi-Channel and in effect as of the date of the merger
agreement will continue in full force and effect after the merger in accordance with their terms. Multi-Channel has agreed to cause the surviving
corporation in the merger to fulfill and honor in all respects those obligations. The merger agreement further provides that for a period of six
years following the effective time of the merger, Multi-Channel will indemnify and hold harmless such individuals in connection with claims
and actions arising out of actions and omissions in such individuals capacity as a director, officer or employee or any of the transactions
contemplated by the merger agreement and pay in advance of final disposition of such matters, the expenses of such person, subject to
repayment if it is ultimately determined that such individual is not entitled to be indemnified. Multi-Channel has further agreed that following
the merger, it will, or will cause the surviving corporation to, provide, for a period not less than six years, directors and officers liability
insurance covering those persons who were, as of the date of the merger agreement, covered by our directors and officers liability insurance
policy, on terms with respect to coverage and amounts no less favorable than those in effect on the date of the merger agreement. Multi-Channel
will not be required to pay an annual premium for such insurance that exceeds 200% of the annual premium that we currently pay for such
insurance.

Zweben Employment Agreement
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After the execution and announcement of the merger agreement, Mr. Zweben negotiated and entered into an employment agreement with
Multi-Channel (the Zweben Employment Agreement ), dated as of March 17, 2005. The Zweben Employment Agreement provides that Mr.
Zweben will have the title of Executive Chairman of Multi-Channel and serve on its board of directors upon consummation of the merger. Mr.

Zweben would
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report directly to the Multi-Channel board of directors and would be responsible for strategic development, but not the management, of
Multi-Channel.

Equity Investment

Under the Zweben Employment Agreement, Mr. Zweben and Multi-Channel agreed to enter into a contribution agreement prior to the effective

time of the merger, pursuant to which Mr. Zweben will contribute 900,000 shares of Blue Martini common stock held by him to Multi-Channel

in exchange for convertible preferred stock of Multi-Channel, of the same class and at the same price per share as the equity issued to Golden

Gate Capital in connection with its financing of the merger (the Zweben Rollover Shares ). Mr. Zweben s shares of Blue Martini common stock in
such exchange will be valued at $4.00 per share. According to the Zweben Employment Agreement, the Zweben Rollover Shares will represent
approximately 7.2% of Multi-Channel s fully diluted capital stock outstanding. The Zweben Rollover Shares will be issued with customary

investor rights, protections and obligations, including registration rights, which are at least as favorable as those provided to other minority

investors in Multi-Channel, and drag-along rights and restrictions on transfer.

Employment Terms

Mr. Zweben s base annual salary under the Zweben Employment Agreement will be $250,000. In addition, Mr. Zweben will be entitled to
receive an annual bonus equal to up to 60% of his year-end base salary. The agreement will also entitle Mr. Zweben to participate in
Multi-Channel s employee benefit plans that are available to its executive employees.

Mr. Zweben will be granted options to purchase the number of shares of Multi-Channel common stock equal to 3% of Multi-Channel s fully
diluted capital stock outstanding as of the effective time of the merger (the Zweben Options ). The exercise price of 75% of the shares underlying
the Zweben Options will be equal to the fair market value of Multi-Channel s common stock as of the effective time of the merger; the exercise
price of 15% of the shares underlying the Zweben Options will be equal to 2.5 times the fair market value of Multi-Channel s common stock as

of the effective time of the merger; and the exercise price of the remaining 10% of the shares underlying the Zweben Options will be equal to 4
times the fair market value of Multi-Channel s common stock as of the effective time of the merger. The Zweben Options will vest monthly over
4 years, subject to acceleration and forfeiture.

If Mr. Zweben is employed by Multi-Channel at the time of a change of control of Multi-Channel, or if Mr. Zweben is terminated without cause
or he resigns for good reason in connection with and prior to a change of control, the Zweben Options will vest in full. In addition, if Mr.
Zweben is terminated without cause or he resigns for good reason prior to a change of control prior to the first anniversary of the effective time
of the merger, Multi-Channel will pay Mr. Zweben a lump-sum severance payment equal to $550,000. If Mr. Zweben is terminated without
cause or he resigns for good reason prior to a change of control after such time, Multi-Channel will pay Mr. Zweben an amount equal to 12
months of his base salary and target bonus.

As a result of the Zweben Employment Agreement and the issuance of the Zweben Rollover Shares and the Zweben Options, Mr. Zweben may
benefit from the surviving corporation s future earnings and any increase in the surviving corporation s value and suffer losses from any decrease
in the surviving corporation s value, while you will no longer receive any such benefit or bear any such risk.

Directorship in Multi-Channel
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Other than Mr. Zweben, we understand that it is currently contemplated that no other member of our board of directors or management will
serve on the Multi-Channel board of directors.

Our board of directors, including the members of the Special Committee, was aware of, and considered the interests of, our directors and
executive officers (other than those interests created by the Zweben Employment
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Agreement, which was negotiated and entered into after the signing and announcement of the merger agreement), and the potential conflicts
arising from such interests in its deliberations of the merits of the merger and in approving the merger agreement and the merger. The Special
Committee was made aware of the terms of the Zweben Employment Agreement after it was negotiated.

Appraisal Rights

If the merger is completed, holders of Blue Martini common stock are entitled to appraisal rights under Section 262 of the Delaware General
Corporation Law ( Section 262 ), provided that they comply with the conditions established by Section 262.

The discussion below is not a complete summary regarding your appraisal rights under Delaware law and is qualified in its entirety by reference
to the text of the relevant provisions of Delaware law, which are attached to this proxy statement as Annex C. Stockholders intending to exercise
appraisal rights should carefully review Annex C. Failure to follow precisely any of the statutory procedures set forth in Annex C may result in a
termination or waiver of these rights.

A record holder of shares of Blue Martini common stock who makes the demand described below with respect to such shares, who continuously

is the record holder of such shares through the effective time of the merger, who otherwise complies with the statutory requirements of Section

262 and who neither votes in favor of the merger nor consents thereto in writing will be entitled to an appraisal by the Delaware Court of

Chancery (the Delaware Court ) of the fair value of his or her shares of Blue Martini common stock. All references in this summary of appraisal
rights toa stockholder or holders of shares of Blue Martini common stock are to the record holder or holders of shares of Blue Martini common
stock. Except as set forth herein, stockholders of Blue Martini will not be entitled to appraisal rights in connection with the merger .

Under Section 262, where a merger is to be submitted for approval at a meeting of stockholders, such as the Special Meeting, not less than 20
days prior to the meeting a constituent corporation must notify each of the holders of its stock for whom appraisal rights are available that such
appraisal rights are available and include in each such notice a copy of Section 262. This proxy statement shall constitute such notice to the
record holders of Blue Martini common stock.

Stockholders who desire to exercise their appraisal rights must satisfy all of the conditions of Section 262. Those conditions include the
following:

Stockholders electing to exercise appraisal rights must not vote for the adoption of the merger agreement. Also, because a submitted
proxy not marked against or abstain will be voted for the proposal to adopt the merger agreement, the submission of a proxy not
marked against or abstain will result in the waiver of appraisal rights.

A written demand for appraisal of shares must be filed with us before the taking of the vote on the merger agreement at the Special
Meeting on [®], 2005. The written demand for appraisal should specify the stockholder s name and mailing address, and that the
stockholder is thereby demanding appraisal of his or her Blue Martini common stock. The written demand for appraisal of shares is
in addition to and separate from a vote against the merger agreement or an abstention from such vote.

A demand for appraisal should be executed by or for the stockholder of record, fully and correctly, as such stockholder s name
appears on the share certificate. If the shares are owned of record in a fiduciary capacity, such as by a trustee, guardian or custodian,
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this demand must be executed by or for the fiduciary. If the shares are owned by or for more than one person, as in a joint tenancy or
tenancy in common, such demand should be executed by or for all joint owners. An authorized agent, including an agent for two or
more joint owners, may execute the demand for appraisal for a stockholder of record. However, the agent must identify the record
owner and expressly disclose the fact that, in exercising the demand, he is acting as agent for the record owner. A person having a
beneficial interest in Blue Martini
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common stock held of record in the name of another person, such as a broker or nominee, must act promptly to cause the record holder
to follow the steps summarized below in a timely manner to perfect whatever appraisal rights the beneficial owners may have.

A stockholder who elects to exercise appraisal rights should mail or deliver his, her or its written demand to Blue Martini at 2600
Campus Drive, San Mateo, California 94403, Attention: Corporate Secretary.

Within ten days after the effective time of the merger, we must provide notice of the effective time of the merger to all of our stockholders who
have complied with Section 262 and have not voted for the merger.

Within 120 days after the effective time of the merger, either Blue Martini or any stockholder who has complied with the required conditions of
Section 262 may file a petition in the Delaware Court, with a copy served on Blue Martini in the case of a petition filed by a stockholder,
demanding a determination of the fair value of the shares of all dissenting stockholders. There is no present intent on the part of Blue Martini to
file an appraisal petition and stockholders seeking to exercise appraisal rights should not assume that Blue Martini will file such a petition or that
Blue Martini will initiate any negotiations with respect to the fair value of such shares. Accordingly, holders of Blue Martini common stock who
desire to have their shares appraised should initiate any petitions necessary for the perfection of their appraisal rights within the time periods and
in the manner prescribed in Section 262.

Within 120 days after the effective time of the merger, any stockholder who has satisfied the requirements of Section 262 will be entitled, upon
written request, to receive from Blue Martini a statement setting forth the aggregate number of shares of Blue Martini common stock not voting
in favor of the merger and with respect to which demands for appraisal were received by Blue Martini and the number of holders of such shares.
Such statement must be mailed within 10 days after the stockholders request has been received by Blue Martini or within 10 days after the
expiration of the period for the delivery of demands as described above, whichever is later.

If a petition for an appraisal is timely filed, at the hearing on such petition, the Delaware Court will determine which stockholders are entitled to
appraisal rights. The Delaware Court may require the stockholders who have demanded an appraisal for their shares and who hold stock
represented by certificates to submit their certificates of stock to the Register in Chancery for notation thereon of the pendency of the appraisal
proceedings; and if any stockholder fails to comply with such direction, the Delaware Court may dismiss the proceedings as to such stockholder.
Where proceedings are not dismissed, the Delaware Court will appraise the shares of Blue Martini common stock owned by such stockholders,
determining the fair value of such shares exclusive of any element of value arising from the accomplishment or expectation of the merger,
together with a fair rate of interest, if any, to be paid upon the amount determined to be the fair value.

Although we believe that the merger consideration is fair, no representation is made as to the outcome of the appraisal of fair value as

determined by the Delaware Court and stockholders should recognize that such an appraisal could result in a determination of a value higher or

lower than, or the same as, the consideration they would receive pursuant to the merger agreement. Moreover, we do not anticipate offering

more than the merger consideration to any stockholder exercising appraisal rights and reserve the right to assert, in any appraisal proceeding,

that, for purposes of Section 262, the fair value of a share of Blue Martini common stock is less than the merger consideration. In determining
fair value , the Delaware Court is required to take into account all relevant factors. The Delaware Supreme Court has stated that proof of value by

any techniques or methods which are generally considered acceptable in the financial community and otherwise admissible in court should be

considered and that fair price obviously requires consideration of all relevant factors involving the value of a company. The Delaware Supreme

Court has stated that in making this determination of fair value the court must consider market value, asset value, dividends, earnings prospects,

the nature of the enterprise and any other facts which could be ascertained as of the date of the merger which throw any light on future prospects

of the merged corporation. Section 262 provides that fair value is to be exclusive of any element of value arising from the accomplishment or

expectation of the merger. The Delaware Supreme Court has stated that such exclusion is a narrow exclusion that does not encompass known

elements of value, but which rather applies only to the

Table of Contents 57



Table of Contents

Edgar Filing: WESCO INTERNATIONAL INC - Form DEF 14A

35

58



Edgar Filing: WESCO INTERNATIONAL INC - Form DEF 14A

Table of Conten

speculative elements of value arising from such accomplishment or expectation. The Delaware Supreme Court has construed Section 262 to
mean that elements of future value, including the nature of the enterprise, which are known or susceptible of proof as of the date of the merger
and not the product of speculation, may be considered.

The cost of the appraisal proceeding may be determined by the Delaware Court and taxed against the parties as the Delaware Court deems
equitable in the circumstances. However, costs do not include attorneys and expert witness fees. Each dissenting stockholder is responsible for
his or her attorneys and expert witness expenses, although, upon application of a dissenting stockholder, the Delaware Court may order that all
or a portion of the expenses incurred by any dissenting stockholder in connection with the appraisal proceeding, including without limitation,
reasonable attorneys fees and the fees and expenses of experts, be charged pro rata against the value of all shares of stock entitled to appraisal.

Any stockholder who has duly demanded appraisal in compliance with Section 262 will not, after the effective time of the merger, be entitled to
vote for any purpose any shares subject to such demand or to receive payment of dividends or other distributions on such shares, except for
dividends or distributions payable to stockholders of record at a date prior to the effective time of the merger.

At any time within 60 days after the effective time of the merger, any stockholder will have the right to withdraw his demand for appraisal and
to accept the terms offered in the merger agreement. After this period, a stockholder may withdraw his, her or its demand for appraisal and
receive payment for his, her or its shares as provided in the merger agreement only with our consent. If no petition for appraisal is filed with the
court within 120 days after the effective time of the merger, stockholders rights to appraisal (if available) will cease. Inasmuch as we have no
obligation to file such a petition, any stockholder who desires a petition to be filed is advised to file it on a timely basis. Any stockholder may
withdraw such stockholder s demand for appraisal by delivering to Blue Martini a written withdrawal of his or her demand for appraisal and
acceptance of the merger consideration, except (i) that any such attempt to withdraw made more than 60 days after the Effective Time will
require written approval of Blue Martini and (ii) that no appraisal proceeding in the Delaware Court shall be dismissed as to any stockholder
without the approval of the Delaware Court, and such approval may be conditioned upon such terms as the Delaware Court deems just.

Failure by any Blue Martini stockholder to comply fully with the procedures described above and set forth in Annex C to this proxy statement
may result in termination of such stockholder s appraisal rights. In view of the complexity of exercising your appraisal rights under Delaware
law, if you are considering exercising these rights you should consult with your legal counsel.

Delisting and Deregistration of Our Common Stock

If the merger is completed, Blue Martini common stock will be delisted from the Nasdaq National Market and will be deregistered under the
Securities Exchange Act of 1934.

Material United States Federal Income Tax Consequences of the Merger

The following summary is a general discussion of the material federal income tax consequences to our stockholders whose common stock is
converted into cash in the merger. This summary is based on the current provisions of the Internal Revenue Code of 1986, as amended, or the
Code, applicable Treasury Regulations, judicial authority and administrative rulings, all of which are subject to change, possibly with retroactive
effect. Any such change could alter the tax consequences to our stockholders as described herein. No ruling from the Internal Revenue Service
has been or will be sought with respect to any aspect of the transactions described herein. This summary is for the general information of our
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stockholders only and does not purport to be a complete analysis of all potential tax effects of the merger. For example, it does not consider the
effect of any applicable state, local or foreign tax laws, or of any non-income tax laws. In addition, this discussion does not address the tax
consequences of transactions effectuated prior to or after the merger (whether or not such

36

Table of Contents 60



Edgar Filing: WESCO INTERNATIONAL INC - Form DEF 14A

Table of Conten

transactions occur in connection with the merger), including, without limitation, any exercise of a Blue Martini option or the acquisition or
disposition of Blue Martini shares other than pursuant to the merger. In addition, it does not address all aspects of federal income taxation that
may affect particular Blue Martini stockholders in light of their particular circumstances, including:

stockholders that are insurance companies;

stockholders that are tax-exempt organizations;

stockholders that are financial institutions or broker-dealers;

stockholders who hold their common stock as part of a hedge, straddle or conversion transaction;

stockholders that hold common stock which constitutes qualified small business stock for purposes of Section 1202 of the Code;

stockholders who are subject to the federal alternative minimum tax;

stockholders who are partnerships;

stockholders who acquired their common stock pursuant to the exercise of a stock option or otherwise as compensation; and

stockholders who are not citizens or residents of the United States or that are foreign corporations, foreign partnerships or foreign
estates or trusts with respect to the United States.

The following summary also does not address holders of stock options. The following summary assumes that Blue Martini stockholders hold
their common stock as a capital asset (generally, property held for investment).

Treatment of Holders of Common Stock

The conversion of Blue Martini common stock into the right to receive cash in the merger will be a taxable transaction. Generally, this means
that our stockholders will recognize a capital gain or loss equal to the difference between (1) the amount of cash stockholders receive in the
merger and (2) their adjusted tax basis in the common stock (which is usually a stockholder s original cost for the stock). For this purpose, Blue
Martini stockholders who acquired different blocks of Blue Martini shares at different times for different prices must calculate gain or loss
separately for each identifiable block of Blue Martini shares surrendered in the exchange.

This gain or loss will be long-term if the holder has held Blue Martini common stock for more than one year as of the date of the merger. Under
current law, long-term capital gains of stockholders who are individuals, trusts and estates are subject to a maximum federal income tax rate of
15%, whereas the maximum federal income tax rate on ordinary income and short-term capital gains (that is, gain on capital assets held for not

Table of Contents 61



Edgar Filing: WESCO INTERNATIONAL INC - Form DEF 14A

more than one year) of an individual is currently 35% (not taking into account any phase-out of tax benefits such as personal exemptions and
certain itemized deductions). For corporations, capital gains and ordinary income are taxed at the same maximum rate of 35%. Capital losses are
subject to limitations on deductibility for both corporations and individuals. Capital losses not offset by capital gains may be deducted against a
non-corporate stockholder s ordinary income only up to a maximum annual amount of $3,000, and non-corporate stockholders may carry forward
unused capital losses. A corporate stockholder can deduct capital losses only to the extent of capital gains; unused capital losses may be carried
back three years and forward five years.

Backup Withholding

An Blue Martini stockholder may be subject to backup withholding with respect to certain reportable payments including taxable proceeds
received in exchange for the stockholder s Blue Martini shares in the merger. The current backup withholding rate is 28%, but this rate could
change at any time. Backup withholding will generally not apply, however, to an Blue Martini stockholder who furnishes the paying agent with
a correct
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taxpayer identification number on Form W-9 (and who does not subsequently become subject to backup withholding) or who is otherwise
exempt from backup withholding, such as a corporation. In addition, certain foreign persons such as certain nonresident aliens may establish an
exemption from, or a reduced rate of, backup withholding by delivering the proper version of Form W-8. Each Blue Martini stockholder and, if
applicable, each other payee, should complete and sign the Form W-9 included with the letter of transmittal (or other applicable form such as a
Form W-8) in order to provide the information and certification necessary to avoid the imposition of backup withholding, unless an exemption
applies and is established in a manner satisfactory to the paying agent. Any amounts withheld from payments to an Blue Martini stockholder
under the backup withholding rules generally will be allowed as a credit against the Blue Martini stockholder s United States federal income tax
liability.

The foregoing discussion of the federal income tax consequences of the merger is for our stockholders general information only.
Accordingly, our stockholders should consult their own tax advisors with respect to the particular tax consequences to them of the
merger, including the applicable federal, state, local and foreign tax consequences.

Regulatory Matters

Under the HSR Act and the rules that have been promulgated under the HSR Act, acquisitions of a sufficient size may not be consummated
unless information has been furnished to the Antitrust Division of the U.S. Department of Justice and to the Federal Trade Commission and
applicable waiting period requirements have been satisfied or early termination of the waiting period has been granted. The merger of Blue
Martini with a Multi-Channel subsidiary and the conversion of shares of Blue Martini stock into the right to receive the merger consideration is
subject to the provisions of the HSR Act. Under the HSR Act, the transaction cannot be consummated until the expiration or early termination of
the waiting period following the filing of Hart-Scott-Rodino Notification and Report Forms by Multi-Channel and Blue Martini. Both
Multi-Channel and Blue Martini have filed the required notification and report forms and both received early termination of their HSR waiting
periods on March 18, 2005. The merger agreement provides that Multi-Channel and Blue Martini will use commercially reasonable efforts to
consummate the merger as promptly as practicable, including commercially reasonable efforts to obtain regulatory clearance.

We are also required to file certain information and materials with regulatory authorities in Germany. On March 23, 2005 Multi-Channel, on its

and Blue Martini s behalf, filed the required information and materials in Germany. Under certain laws and regulations in the United States and
Germany, the applicable approvals must be granted or the applicable waiting periods must expire or terminate prior to the consummation of the

merger.

At any time before or after the completion of the merger, notwithstanding that the applicable waiting period has ended or approval has been
granted, any state, foreign country, or private individual could take action to enjoin the merger under the antitrust laws as it deems necessary or
desirable in the public interest or any private party could seek to enjoin the merger on anti-competitive grounds. We cannot be sure that a
challenge to the merger will not be made or that, if a challenge is made, that we will prevail.
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THE MERGER AGREEMENT

The following description summarizes the material provisions of the merger agreement and is qualified in its entirety by reference to the
complete text of the merger agreement. The merger agreement is included as Annex A to this proxy statement. We encourage you to read it
carefully and in its entirety. The merger agreement has been included to provide you with information regarding its terms. It is not intended to
provide any other factual information about Blue Martini. Such information can be found elsewhere in this proxy statement and in the other
public filings Blue Martini makes with the SEC, which are available without charge at www.sec.gov.

Merger Consideration

Upon completion of the merger, each outstanding share of Blue Martini common stock, other than shares held by stockholders who perfect their
appraisal rights, will be converted into the right to receive $4.00 in cash, without interest. The price of $4.00 per share was determined through
arm s-length negotiations between us and Multi-Channel. Upon completion of the merger, no shares of Blue Martini common stock will remain
outstanding and all shares will automatically be canceled and will cease to exist. However, pursuant to an agreement negotiated and entered into
after the signing and announcement of the merger agreement, Monte Zweben will exchange 900,000 shares of his Blue Martini common stock

for capital stock of Multi-Channel prior to the consummation of the merger. See The Merger Interests of Our Directors and Executive Officers in
the Merger.

Our obligation to complete the merger is conditioned upon, among other things, Multi-Channel depositing with the paying agent cash in an
amount that, together with the cash that Multi-Channel may cause the surviving corporation to deposit with the paying agent immediately
following the effective time of the merger in accordance with the merger agreement (the Surviving Corporation Payment Fund ), is sufficient to
pay the aggregate merger consideration payable to the holders of our common stock. However, there is no financing condition to the merger.

Multi-Channel has represented to us that it will obtain, and at the effective time of the merger that it will have, sufficient cash resources that,
together with the Surviving Corporation Payment Fund, will enable it to pay the aggregate merger consideration payable to the holders of our
common stock. In addition, Multi-Channel and Blue Martini have received an executed copy of the commitment letter pursuant to which the
Golden Gate Entities are committed to invest an amount in cash in Multi-Channel as a source of funding for the merger that, together with the
Surviving Corporation Payment Fund, is equal to the aggregate merger consideration, as described in more detail below under The Commitment
Letter.

Conversion of Shares; Procedures for Exchange of Certificates

Effective automatically upon completion of the merger, you will have the right to receive $4.00 per share in cash, without interest. Prior to the
effective time of the merger, Multi-Channel will enter into an agreement with a bank or trust company to act as paying agent under the merger
agreement. Immediately following the effective time of the merger, Multi-Channel will deposit, or cause to be deposited, with the paying agent
cash amounts sufficient to enable the paying agent to pay the aggregate merger consideration to the holders of shares of Blue Martini common
stock. Subject to certain limitations, following the effective time of the merger, Multi-Channel may cause the surviving corporation to deposit a
portion of the cash amount required to enable the paying agent to pay the aggregate merger consideration to the holders of shares of Blue Martini
common stock.
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Promptly after the effective time of the merger, the paying agent will mail to each record holder of shares a letter of transmittal and instructions
for use in surrendering certificates in exchange for the merger consideration. No stockholder should surrender any certificates until the
stockholder receives the letter of transmittal and other materials for such surrender. Upon surrender of a stock certificate for cancellation
to the paying agent, together with a letter of transmittal, duly completed and executed in accordance with the instructions, and such other
customary documents as the paying agent may require, the holder of such certificate will be entitled to receive the merger consideration into
which the number of shares of common stock previously represented by
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such stock certificate shall have been converted pursuant to the merger agreement, without any interest thereon. The certificates so surrendered
will be canceled.

In the event of a transfer of ownership of shares of common stock which is not registered in our transfer records, payment may be made with
respect to such shares to the transferee if the stock certificate representing such shares is presented to the paying agent, accompanied by all
documents reasonably required by the paying agent to evidence such transfer and to evidence that any applicable stock transfer taxes relating to
such transfer have been paid.

If your stock certificate has been lost, stolen or destroyed, the paying agent will deliver to you the applicable merger consideration for the shares
represented by that certificate if:

you make an affidavit claiming such certificate has been lost, stolen or destroyed; and

if required by Multi-Channel, you post a bond in such reasonable amount as Multi-Channel may direct as indemnity against any
claim that may be made with respect to that certificate against Multi-Channel.

You should not send your certificates now and should send them only pursuant to instructions set forth in the letters of transmittal to be
mailed to stockholders promptly after the effective time. In all cases, the merger consideration will be provided only in accordance with
the procedures set forth in this proxy statement and such letters of transmittal.

One year after the effective time, the paying agent will deliver to the surviving corporation any funds made available to the paying agent which
have not been disbursed to holders of Blue Martini stock certificates. Any holders of certificates who have not complied with the
above-described procedures to receive payment of the merger consideration during such one year period may thereafter look only to the
surviving corporation for payment of the merger consideration to which they are entitled.

The cash paid to you upon conversion of your shares of Blue Martini common stock will be issued in full satisfaction of all rights relating to the
shares of Blue Martini common stock.

Effect on Blue Martini Stock Options

Each stock option to acquire Blue Martini common stock outstanding at the effective time of the merger, whether or not then vested or
exercisable, will be accelerated in accordance with the terms of our stock option plans (subject to any contrary terms of lesser acceleration
specifically provided for in the terms of the grant documents related to a particular stock option) and canceled. In consideration of such
cancellation, Blue Martini will pay to the holder of each such canceled stock option, as soon as practicable after the effective time, a cash
payment equal to the product of (1) the excess of the merger consideration over the per share exercise price of such stock option, multiplied by
(2) the aggregate number of shares of common stock then subject to such stock option, taking into account the acceleration provided for under
the terms of our stock option plans and related grant documents.

Table of Contents 66



Edgar Filing: WESCO INTERNATIONAL INC - Form DEF 14A

Effect on Blue Martini Restricted Stock Grants

Each grant of restricted Blue Martini common stock outstanding at the effective time of the merger, whether or not then vested, will be
accelerated in accordance with the terms of our stock option plans (subject to any contrary terms of lesser acceleration specifically provided for
in the terms of the grant documents related to a particular stock grant).

Effect on Blue Martini Employee Stock Purchase Plan

Our Employee Stock Purchase Plan will be terminated immediately prior to the effective time of the merger. Any purchase rights outstanding at
the time of termination of the purchase plan will be exercised, and each share
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of Blue Martini common stock acquired upon exercise of such purchase right will be converted in the merger into $4.00 in cash, without interest.

Effective Time of the Merger

The merger will become effective upon the filing of a certificate of merger with the Delaware Secretary of State or at such later time as is agreed
upon by Multi-Channel and Blue Martini and specified in the certificate of merger. The filing of the certificate of merger will occur on the
closing date. Subject to the terms and conditions of the merger agreement and in accordance with Delaware law, at the effective time of the
merger, Merger Sub, a wholly-owned subsidiary of Multi-Channel and a party to the merger agreement, will merge with and into Blue Martini.
Blue Martini will survive the merger as a wholly-owned Delaware subsidiary of Multi-Channel.

Representations and Warranties

The merger agreement contains representations and warranties of each party to the agreement. The representations and warranties in the merger
agreement are complicated and not easily summarized. You are urged to read carefully and in their entirety the sections of the merger agreement
entitled Representations and Warranties of Blue Martini and Representations and Warranties of Parent and Merger Sub in Annex A to this proxy
statement. However, the assertions embodied in these representations and warranties are qualified by information in a confidential disclosure
schedule that Blue Martini provided to Multi-Channel in connection with the signing of the merger agreement. While Blue Martini does not
believe that it contains information securities laws require it to publicly disclose other than information that has already been so disclosed, the
disclosure schedule does contain information that modifies, qualifies and creates exceptions to the representations and warranties set forth in the
attached merger agreement. Accordingly, you should not rely on the representations and warranties as characterizations of the actual state of
facts, since they are modified in important part by the underlying disclosure schedule. The disclosure schedule contains information that has

been included in Blue Martini s general prior public disclosures, as well as additional non-public information. Moreover, information concerning
the subject matter of the representations and warranties may have changed since the date of the agreement, which subsequent information may or
may not be fully reflected in Blue Martini s public disclosures.

The merger agreement contains customary representations and warranties of Blue Martini as to, among other things:

our organization, good standing and corporate power;

our capitalization;

authorization, execution, delivery, performance and enforceability of, and required consents, approvals, orders and
authorizations of our stockholders, third parties and governmental authorities relating to, the merger agreement;

our SEC documents and undisclosed liabilities;

certain changes or events since September 30, 2004;
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legal proceedings;

compliance with laws and permits;

information in this proxy statement;

tax matters;

employee benefits and labor matters;

environmental matters;

contracts;
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real property;

title to properties;

intellectual property;

insurance;

opinion of financial advisor;

brokers and other advisors;

state takeover statutes;

related party transactions; and

change of control payments.

In addition, the merger agreement contains representations and warranties by Multi-Channel and Merger Sub as to:

organization, good standing and corporate power;

authorization, execution, delivery, performance and enforceability of, and required consents, approvals, orders and authorizations of

third parties and governmental authorities relating to, the merger agreement;

governmental approvals;

information supplied in this proxy statement;

ownership and operations of Merger Sub;

financing, including receipt of the commitment letter;

brokers and other advisors; and
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ownership of capital stock of Blue Martini.

The representations and warranties of Blue Martini, Multi-Channel Holdings and Merger Sub will expire upon completion of the merger.

Covenants

Conduct of Blue Martini Business

We have agreed in the merger agreement that, except as permitted or contemplated by the merger agreement or required by law and except for
certain actions set forth on a schedule or otherwise consented to by Multi-Channel in writing (which consent may not be unreasonably withheld
or delayed), we will carry on our business in the ordinary course, consistent with past practice, use commercially reasonable efforts to comply in
all material respects with all applicable laws and the requirements of all material contracts, and use commercially reasonable efforts to maintain
and preserve intact our business organization and the goodwill of those having business relationships with us and retain the services of our
present officers and key employees.

In addition, we have agreed that, subject to specified exceptions, neither we nor any of our subsidiaries may, without Multi-Channel s prior
written consent (which, as to certain of the matters listed below, may not be unreasonably withheld or delayed):

issue, sell, grant, dispose of, pledge or otherwise encumber any notes, bonds or other debt securities, shares of our capital stock,
voting securities or equity interests, or any securities or rights convertible into, exchangeable or exercisable for, or evidencing the
right to subscribe for any shares of our capital
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stock, voting securities or equity interests, or any rights, warrants, options, calls, commitments or any other agreements of any
character to purchase or acquire any shares of our capital stock, voting securities or equity interests or any securities or rights
convertible into, exchangeable or exercisable for, or evidencing the right to subscribe for, any shares of our capital stock, voting
securities or equity interests;

redeem, purchase or otherwise acquire any of our outstanding shares of capital stock, voting securities or equity interests, or any
rights, warrants or options to acquire any shares of our capital stock, voting securities or equity interests;

declare, set aside for payment or pay any dividend on, or make any other distribution in respect of, any shares of our capital stock or
otherwise make any payments to our stockholders in their capacity as such;

split, combine, subdivide or reclassify any shares of our capital stock;

establish or acquire any subsidiary;

incur any indebtedness for borrowed money or guarantee any indebtedness;

sell, transfer, lease, license, mortgage, encumber, subject to any lien or otherwise dispose of (including pursuant to a sale-leaseback
transaction or an asset securitization transaction) any of our properties or assets (including securities of our subsidiaries) to any
person;

amend or waive any of our rights under, or accelerate the vesting under, any provision of our stock plans;

make any capital expenditures, except in the ordinary course of business consistent with past practice and in an amount not in excess
of $300,000 in the aggregate during any three-consecutive month period;

make any acquisition (by purchase of securities or assets, merger or consolidation, or otherwise) of any other entity, business,
division or assets;

make any investment (by contribution to capital, property transfers, purchase of securities or otherwise) in, or loan to, or guarantee
for the benefit of, any person;

make any advance to our employees;

increase in any manner the compensation of any of our directors, officers or employees;

enter into any indemnification agreement, enter into, establish or amend any employment, consulting, retention, change in control,
collective bargaining, bonus or other incentive compensation, profit sharing, health or other welfare, pension, retirement, severance,
deferred compensation or other compensation or benefit plan or agreement with, for or in respect of, any stockholder, director,
officer, other employee or consultant;
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hire any employee except, subject to certain conditions, for (1) replacements of current employees and (2) other new employees
whose annual noncontingent cash compensation and annual target commission payments do not, in the aggregate with all other such
new employees, does not exceed $500,000;

enter into, or materially amend, modify or supplement any material contract outside the ordinary course of business consistent with
past practice or waive, release, grant, assign or transfer any of its material rights or claims or settle any material litigation or claim
made against Blue Martini;

renegotiate or enter into any new license, agreement or arrangement relating to any intellectual property sold or licensed by us;

make or change any material election concerning taxes or tax returns;

make any changes in financial or tax accounting methods, principles or practices or change an annual accounting period, except
insofar as may be required by a change in generally accepted accounting principles or applicable law;
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amend our charter documents or the charter documents of our subsidiaries;

adopt a plan or agreement of complete or partial liquidation, dissolution, restructuring, recapitalization, merger, consolidation or
other reorganization; or

agree, in writing or otherwise, to take any of the foregoing actions or take any action or agree, in writing or otherwise, to take any
action, which would cause any of the conditions to the merger not being satisfied.

The covenants in the merger agreement relating to the conduct of our business are complicated and not easily summarized. You are urged to read
carefully and in its entirety the section of the merger agreement entitled Conduct of Business of the Company in Annex A to this proxy
statement.

No Solicitation of Transactions by Blue Martini

We have agreed, prior to the merger becoming effective or being terminated in accordance with its terms, to certain limitations on our ability to
take action with respect to other acquisition transactions. Except as set forth below, we have agreed to not directly or indirectly:

solicit, initiate or knowingly encourage the initiation of any proposals that constitute, or may reasonably be expected to lead to, any
Takeover Proposal (as defined below);

participate in any discussions with any third party regarding, or furnish to any third party any non-public information with respect to,
any Takeover Proposal;

enter into any agreement, arrangement or understanding with respect to, or otherwise endorse, any Takeover Proposal; or

terminate, amend, modify or waive any material provision of any confidentiality or standstill agreement;

and have agreed that:

our board of directors will not withdraw or modify, or propose publicly to withdraw or modify, in a manner adverse to
Multi-Channel, our board of directors recommendation that our stockholders adopt the merger agreement;

neither our board of directors nor any committee thereof will approve or recommend, or propose publicly to approve or recommend,
any Takeover Proposal; and

neither our board of directors nor any committee thereof will authorize or cause Blue Martini to enter into any letter of intent,
agreement in principle, memorandum of understanding, merger, acquisition, purchase or joint venture agreement related to any
Takeover Proposal.
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Notwithstanding these limitations:

if we receive a bona fide written Takeover Proposal not solicited by Blue Martini in violation of the non-solicitation provisions of the
merger agreement that our board of directors (or any committee thereof) determines in good faith is reasonably likely to result in a
Superior Proposal (as defined below) and with respect to which our board of directors (or any committee thereof) determines in good
faith, after consulting with outside legal counsel, that the failure to take such action would be inconsistent with its fiduciary duties to
our stockholders, then we may (but only prior to obtaining stockholder approval of the merger and after notifying Multi-Channel of
any such action we propose to take), in response to such Takeover Proposal (1) enter into a confidentiality agreement with the person
making such Takeover Proposal, (2) furnish information to the person making such Takeover Proposal, but only after such person
enters into a confidentiality agreement with us and provided that we concurrently with the delivery to such person, we deliver to
Multi-Channel all such information not previously provided to them, and (3) participate in discussions and negotiations with such
person regarding such Takeover
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Proposal (and terminate, amend, modify or waive any material provision of any confidentiality or standstill agreement in connection
with such discussions and negotiations);

our board of directors may withdraw or modify its recommendation that our stockholders adopt the merger agreement, any
committee of our board of directors may withdraw or modify its recommendation with respect to the merger and our board of
directors (or any committee thereof) may recommend a Takeover Proposal, if our board of directors (or such committee) determines
in good faith, after consulting with outside legal counsel, that the failure to make such withdrawal, modification or recommendation
would be inconsistent with its fiduciary duties to our stockholders and at least two business days prior to withdrawing or modifying
such board recommendation or recommending a Takeover Proposal, our board of directors notifies Multi-Channel or such action is
propose to take and during such two business day period our board of directors (or any committee thereof) negotiates in good faith
with Multi-Channel with respect to any revised proposal to acquire our common stock that Multi-Channel may make during such
period; and

if terminate the merger agreement after receipt of a Superior Proposal (which we may do only (1) after we have provided
Multi-Channel with a written notice of our intent to exercise such right to terminate which notice describes the Superior Proposal and
the parties thereto and (2) if within two business days following the delivery of such notice, Multi-Channel does not propose
adjustments in the terms and conditions of the merger agreement which our board of directors (or any committee thereof) determines
in its good faith judgment (after consultation with an independent financial advisor) to be more favorable to our stockholders that
such Superior Proposal), then our board of directors may, contemporaneously with such termination, cause Blue Martini to enter into
a letter of intent, agreement in principle, memorandum of understanding, merger, acquisition, purchase or joint venture agreement
related to any Takeover Proposal; however, in the event of such a termination, Blue Martini would be required to pay a $1,622,000
termination fee to Multi-Channel as described below under Fees and Expenses.

Under the merger agreement, Takeover Proposal means any proposal or offer from any person (other than Multi-Channel and its affiliates)
providing for any:

acquisition (whether in a single transaction or a series of related transactions) of our assets having a fair market value equal to 15%
or more of Blue Martini s consolidated assets;

direct or indirect acquisition (whether in a single transaction or a series of related transactions) of 15% or more of the voting power
of Blue Martini;

tender offer or exchange offer that if consummated would result in any person beneficially owning 15% or more of any class of the
voting power of Blue Martini;

merger, consolidation, share exchange, business combination, recapitalization or similar transaction (other than liquidation or
dissolution of our wholly-owned subsidiaries) or similar transaction involving us (other than mergers, consolidations, business
combinations or similar transactions (1) involving solely us and/or one or more of our subsidiaries and (2) that if consummated
would result in a person beneficially owning not more than 15% of any class of our equity securities); or

public announcement of any agreement, proposal or plan to do any of the foregoing.

However, for purposes of the termination fee provisions of the merger agreement, as described below under Fees and Expenses, the references to
15% in the definition of Takeover Proposal shall be deemed instead to refer to 50% .
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Under the merger agreement, Superior Proposal means a bona fide written offer obtained to acquire, for consideration consisting of cash and/or
securities, equity securities or assets of Blue Martini, made by a third party, which is on terms and conditions which our board of directors (or
any committee thereof) determines in its
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good faith judgment (after consultation with an independent financial advisor of nationally recognized reputation) to be more favorable to our
stockholders than the merger (including any adjustment to the terms and conditions of the Merger proposed in writing by Parent in response to
such proposal) and is, in the good faith judgment of our board of directors (or any committee thereof), reasonably capable or being consummated
in a timely manner (taking into account, without limitation, the ready availability of cash on hand and/or commitments for the same, in each case
as applicable, required to consummate any such proposal and any antitrust or competition law approvals or non-objections).

Other Covenants

The merger agreement contains a number of other covenants, including covenants relating to:

preparation of this proxy statement and holding of the Special Meeting;

recommendation by our board of directors that our stockholders adopt the merger agreement;

use of commercially reasonable efforts to consummate the merger as promptly as practicable, including obtaining regulatory
clearance and, in connection therewith, to vigorously defend any challenge by regulatory authorities to the completion of the merger;

public announcements;

access to information;

notification of breaches of representations and warranties, breaches of covenants and certain other matters;

indemnification and insurance;

securityholder litigation;

fees and expenses; and

employee benefits.

Conditions to the Merger

The parties obligations to complete the merger are subject to the following conditions:
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the adoption of the merger agreement by the requisite vote of Blue Martini s stockholders;

the expiration or termination of the waiting period under the HSR Act;

the expiration or termination of any applicable waiting periods under foreign antitrust laws and the receipt of any required foreign
antitrust approvals except where the failure to allow such waiting period to expire or terminate or to obtain such approval would not
have a material adverse effect on Blue Martini or Multi-Channel; and

no law, injunction, judgment or ruling shall have been enacted or shall be in effect that enjoins, restrains, prevents or prohibits the
completion of the merger, makes the completion of the merger illegal or imposes material limitations on the ability of Multi-Channel
effectively to acquire or hold the business of Blue Martini.

Multi-Channel s and Merger Sub s obligations to complete the merger are also subject to the following conditions:

our representations and warranties must be true and correct as of the date of the closing of the merger, except as would not
reasonably be expected to have, individually or in the aggregate, a material adverse effect on us;
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we must have performed in all material respects all of our obligations under the merger agreement;

since the date of the merger agreement through the closing date of the merger, there must not have been any change, event,
occurrence or circumstance that, individually or in the aggregate, has had or would reasonably be expected to have a material adverse
effect on us;

there must not be any legal, administrative, arbitral or other proceeding pending before any governmental entity in which a
governmental entity is a party that would or would reasonably be expected to restrain, enjoin, prevent, prohibit or make illegal the
completion of the merger or impose material limitations on the ability of Multi-Channel to effectively exercise full rights of
ownership of Blue Martini;

the sum of the cash amounts to be paid to (1) our stockholders in respect of our outstanding shares of common stock other than
shares of common stock issued after the date of the merger agreement pursuant to our employee stock purchase plan, and (2) our
option and warrant holders pursuant to the terms of the merger agreement must not exceed the sum of (a) $54,834,185 and the
aggregate amount of cash paid or payable to Blue Martini upon the exercise of options and warrants identified on our disclosure
schedule delivered to Multi-Channel in connection with the merger agreement and the notice of exercise of which was received by
Blue Martini on or after February 28, 2005; and

we must have delivered to Multi-Channel certified copies of certain resolutions of our board of directors and stockholders and our
certificate of incorporation and bylaws and Multi-Channel must have received an officer s certificate certifying as to the satisfaction
of certain closing conditions.

The merger agreement provides that a material adverse effect on us means any change, event, occurrence or circumstance which:

has a material adverse effect on our business, results of operations or financial condition, except that none of the following shall be
deemed either alone or in combination to constitute, and none of the following shall be taken into account in determining whether
there has been or will be a material adverse effect on us: (1) any effect, change, event, occurrence or circumstance relating to the
U.S. or any foreign economy in general to the extent not disproportionately affecting us; (2) any effect, change, event, occurrence or
circumstance relating to the industries in which we operate to the extent not disproportionately affecting us; (3) any effect, change,
event, occurrence or circumstance relating to fluctuations in the value of currencies; (4) any effect, change, event, occurrence or
circumstance relating to acts of terrorism, war, national or international calamity or other similar event to the extent not
disproportionately affecting us; (5) any effect, change, event, occurrence or circumstance that arises out of or results from the
announcement of the merger agreement, the existence of the merger agreement or the fact that the merger may be consummated; (6)
our failure to meet internal or analysts expectations or projections (it being understood that the underlying circumstances giving rise
to such failure may be taken into account unless otherwise excluded pursuant to this definition); (7) any effect, change, event,
occurrence or circumstance resulting from any action taken by us or our subsidiaries with Multi-Channel s express written consent or
our compliance with the merger agreement; and (8) or any effect, change, event, occurrence or circumstance resulting from our
failure to take any action we are prohibited from taking pursuant to the operational covenants in the merger agreement due to
Multi-Channel s unreasonable withholding or delaying of consent; or

prohibits Blue Martini s consummation of the merger.

Our obligation to complete the merger is also subject to the following conditions:
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Multi-Channel s and Merger Sub s representations and warranties must be true and correct as of the date of the closing of the merger,
except as would not reasonably be expected to, individually or in the aggregate, prevent or materially delay or materially impair the
ability of Multi-Channel to consummate the merger;
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Multi-Channel and Merger Sub must have performed in all material respects all of their respective obligations under the merger
agreement; and

Multi-Channel must have deposited with the paying agent cash in an amount that, together with the cash that Multi-Channel may be
causing the surviving corporation to deposit with the paying agent immediately following the effective time of the merger in
accordance with the merger agreement, is sufficient to pay the aggregate merger consideration payable to the holders of Blue Martini
common stock.

Termination of the Merger Agreement

The merger agreement may be terminated at any time prior to the closing of the merger:

by mutual written consent of Blue Martini and Multi-Channel;

by either Blue Martini or Multi-Channel if:

the merger is not completed by July 31, 2005; provided that a party may not so terminate the merger agreement if the failure of
the merger to be completed was primarily due to the failure of such party or any affiliate of such party to perform any of its
obligations under the merger agreement;

any law, injunction, judgment or ruling shall have been enacted and shall have become final and nonappealable that enjoins,
restrains, prevents or prohibits the completion of the merger or makes the completion of the merger illegal; provided that a
party may not so terminate the merger agreement if such restraint was primarily due to the failure of such party to perform any
of its obligations under the merger agreement; or

the required vote of our stockholders is not obtained to adopt the merger agreement at a meeting of our stockholders duly
convened therefore or at any adjournment thereof;

by Multi-Channel:

if we breach a representation, warranty, covenant or agreement in the merger agreement, or any representation or warranty
shall have become untrue, subject to specified materiality thresholds and our ability to cure such breach; or

within ten days following our board of directors withdrawing or modifying its recommendation that our stockholders adopt the
merger agreement, any committee of our board of directors withdrawing or modifying its recommendation with respect to the
merger or our board of directors (or any committee thereof) recommending a Takeover Proposal;

by us:
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if Multi-Channel breaches a representation, warranty, covenant or agreement in the merger agreement, or any representation or
warranty shall have become untrue, subject to specified materiality thresholds and the ability of Multi-Channel to cure such
breach; and

at any time prior to our stockholders adopting the merger agreement, following receipt of a Superior Proposal (as defined
above) but only (1) after we have provided Multi-Channel with a written notice of our intent to exercise such right to terminate
which notice describes the Superior Proposal and the parties thereto and (2) if within two business days following the delivery
of such notice, Multi-Channel does not propose adjustments in the terms and conditions of the merger agreement which our
board of directors (or any committee thereof) determines in its good faith judgment (after consultation with an independent
financial advisor) to be more favorable to our stockholders that such Superior Proposal.

Fees and Expenses

Pursuant to the merger agreement, whether or not the merger is consummated, all fees and expenses incurred in connection with the merger
agreement shall be paid by the party incurring such fees or expenses.
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However, we must reimburse Multi-Channel for reasonable, documented, out-of-pocket expenses incurred by it in connection with or related to
the merger agreement and related transactions, in an amount not to exceed $500,000 in the event the merger agreement is terminated under the
provision allowing for termination if our stockholders do not adopt the merger agreement. In addition, we must pay to Multi-Channel an amount
equal to $1,622,000, less any reimbursed expenses as described in the preceding sentence, if the merger agreement is terminated under any of the
following termination provisions (which provisions are more fully described above) in the following circumstances:

we terminate the merger agreement pursuant to the provision allowing for termination by us after receipt of a Superior Proposal;

Multi-Channel terminates the merger agreement pursuant to the provision allowing for termination within ten days following our
board of directors withdrawing or modifying its recommendation that our stockholders adopt the merger agreement, any committee
of our board of directors withdrawing or modifying its recommendation with respect to the merger or our board of directors (or any
committee thereof) recommending a Takeover Proposal; or

(1) we or Multi-Channel terminates the merger agreement pursuant to the provision allowing for termination for failure to obtain our
stockholders approval, (2) a Takeover Proposal (for purposes of the termination fee provision of the merger agreement, the
references to  15% in the definition of Takeover Proposal are deemed to refer to 50% ) has been publicly disclosed, announced,
commenced, submitted or made and not withdrawn at least five days prior to the Special Meeting; and (3) within 180 days after the
date of the termination of the merger agreement we and the person who had made such Takeover Proposal consummate an
Acquisition Transaction (as defined below).

Under the merger agreement, Acquisition Transaction means any transaction or series of transactions involving:

an acquisition (whether in a single transaction or a series of related transactions) of our assets having a fair market value equal to
50% or more of Blue Martini s consolidated assets;

direct or indirect acquisition (whether in a single transaction or a series of related transactions) of 50% or more of the voting power
of Blue Martini;

tender offer or exchange offer that if consummated would result in any person beneficially owning 50% or more of any class of the
voting power of Blue Martini; or

merger, consolidation, share exchange, business combination, recapitalization or similar transaction (other than liquidation or
dissolution of our wholly-owned subsidiaries) or similar transaction involving us (other than mergers, consolidations, business
combinations or similar transactions (1) involving solely us and/or one or more of our subsidiaries and (2) that if consummated
would result in a person beneficially owning not more than 50% of any class of our equity securities).
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THE COMMITMENT LETTER

The following description summarizes the material provisions of the commitment letter and is qualified in its entirety by reference to the
complete text of the commitment letter. The commitment letter is included as Annex D to this proxy statement. We encourage you to read it
carefully and in its entirety.

Under the commitment letter, Golden Gate Private Equity, Inc. and Golden Gate Capital Investment Fund II, L.P. (collectively, the Golden Gate
Entities ) committed to invest an amount in cash in Multi-Channel as a source of funding for the merger that, together with the amount of cash
that Multi-Channel may cause the surviving corporation to deposit with the paying agent, is equal to the aggregate merger consideration. The
Golden Gate Entities commitment to invest such amount is conditioned only upon the prior fulfillment or waiver in writing by Multi-Channel of
each and all of the conditions precedent to Multi-Channel s and Merger Sub s obligations to consummate the merger under the merger agreement.

The Golden Gate Entities further agreed that in the event that a court renders a judgment in a legal proceeding in which we claim or allege that
Multi-Channel or Merger Sub has breached or committed a default under the merger agreement, and the terms of such judgment require that
Multi-Channel or Merger Sub make a cash payment to Blue Martini, then the Golden Gate Entities will invest in Multi-Channel for the purpose
of funding such judgment an amount in cash that is equal to the lesser of $5,000,000 or the cash payment required by the judgment. In addition,
Multi-Channel and the Golden Gate Entities agreed not to cause or permit the redemption or repurchase by Multi-Channel of any securities of
Multi-Channel held by the Golden Gate Entities until the cash payment required by such judgment has been paid in full by Multi-Channel and/or
Merger Sub to Blue Martini.
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SECURITIES OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT

The following table presents certain information regarding the ownership of our common stock as of March 1, 2005 by:

each director and nominee for director;

our Chief Executive Officer and our most highly compensated executive officers;

all of our executive officers and directors as a group; and

all those known by us to be beneficial owners of more than five percent of our common stock.

Beneficial ownership is determined in accordance with the rules of the Securities and Exchange Commission, or SEC, and generally includes
voting or investment power with respect to securities. Beneficial ownership also includes shares of our common stock subject to options
currently exercisable within 60 days of February 28, 2005. These shares are not deemed outstanding for purposes of computing the percentage
ownership of each other person. Percentage of beneficial ownership is based on 13,075,413 shares of our common stock outstanding as of March
1, 2005. Unless otherwise indicated, the address for each listed stockholder is c/o Blue Martini Software, Inc., 2600 Campus Drive, San Mateo,
California 94403. All amounts shown are adjusted to reflect a one-for-seven reverse stock split of all outstanding shares of our common stock,
which was effective on November 13, 2002.

Beneficial Ownership(1)

Number of Percent of
Name and Address of Beneficial Owner Shares Total
Directors And Executive Officers
Monte Zweben(2) 3,574,451 27%
Eran Pilovsky(3) 196,078 1.5
Eugene Davis 19,000
Russell Gunderson 25,000
Robert Cell(4) 87,855
Mary Hamershock 0
Dennis Carey(5) 73,038
Mel Friedman(6) 73,802
Dominic Gallello(7) 71,878
Amal Johnson(8) 70,000
Gary Wetsel(9) 70,000
William Zuendt(10) 248,109 1.9
All directors and executive officers as a group (12 persons)(11) 4,509,211 324
5% Stockholders
Multi-Channel Holdings, Inc.(12) 4,225,178 30.9

c/o Golden Gate Private Equity, Inc.
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One Embarcadero Center, 33rd Floor

San Francisco, CA 94111
Entities Affiliated with CCM Master Fund, Ltd. 1,044.904 8

One North Wacker Drive Suite 4725

Chicago, IL 60606
Dimensional Fund Advisors Inc. 666,071 5.1

1299 Ocean Avenue 11th Floor
Santa Monica, CA 90401

*  Represents beneficial ownership of less than one percent of the outstanding shares of our common stock.

(1)  This table is based upon information supplied by officers, directors and principal stockholders and Schedules 13D and 13G filed with the
Securities and Exchange Commission (the SEC ). Unless
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otherwise indicated in the footnotes to this table and subject to community property laws where applicable, we believe that each of the
stockholders named in this table has sole voting and investment power with respect to the shares indicated as beneficially owned.
Represents 3,006,551 shares held by Monte Zweben, Trustee of The Zweben Family Revocable Trust UTA dated 10/17/97, as amended,
413,142 shares held by The Zweben Family Limited Partnership and 154,758 shares issuable upon exercise of vested and unvested
exercisable options within 60 days of February 28, 2005.

Includes 146,498 shares issuable upon exercise of vested options within 60 days of February 28, 2005.

Represents 87,855 shares issuable upon exercise of vested options within 60 days of February 28, 2005.

Represents 73,038 shares issuable upon exercise of vested options within 60 days of February 28, 2005.

Represents 73,802 shares issuable upon exercise of vested and unvested exercisable options within 60 days of February 28, 2005.
Includes 71,592 shares issuable upon exercise of vested and unvested exercisable options within 60 days of February 28, 2005.
Represents 70,000 shares issuable upon exercise of vested and unvested exercisable options within 60 days of February 28, 2005.
Represents 70,000 shares issuable upon exercise of vested and unvested exercisable options within 60 days of February 28, 2005.
Includes 73,261 shares issuable upon exercise of vested and unvested exercisable options within 60 days of February 28, 2005.

Includes 820,705 shares issuable upon exercise of vested and unvested exercisable options within 60 days of February 28, 2005. See
footnotes (2) through (10) above.

Represents (i) 3,006,551 shares held by Monte Zweben, Trustee of The Zweben Family Revocable Trust UTA dated 10/17/97, as
amended, 413,142 shares held by The Zweben Family Limited Partnership and 154,758 shares issuable upon exercise of vested and
unvested options granted to Monte Zweben, which options are exercisable within 60 days of the date of February 28, 2005; (ii) 19,000
shares of Common Stock held of record by Eugene Davis; and (iii) 25,000 shares of Common Stock held of record by Russell
Gunderson; (iv) an aggregate of 73,038 shares of Common Stock issuable upon exercise of stock options granted to Dennis Carey, which
are exercisable within 60 days of February 28, 2005; (v) an aggregate of 73,802 shares of Common Stock issuable upon exercise of stock
options granted to Mel Friedman, which are exercisable within 60 days of February 28, 2005; (vi) 286 shares of Common Stock held of
record by and an aggregate of 71,592 shares of Common Stock issuable upon exercise of stock options granted to Dominic Gallello,
which options are exercisable within 60 days of February 28, 2005; (vii) an aggregate of 70,000 shares of Common Stock issuable upon
exercise of stock options granted to Amal Johnson, which are exercisable within 60 days of February 28, 2005; (viii) an aggregate of
70,000 shares of Common Stock issuable upon exercise of stock options granted to Gary A. Wetsel, which are exercisable within 60 days
of February 28, 2005; and (ix) 174,848 shares of Common Stock held of record by and an aggregate of 73,261 shares of Common Stock
issuable upon exercise of stock options granted to William Zuendt, which options are exercisable within 60 days of February 28, 2005.
Multi-Channel maintains shared voting power of these shares with respect to matters related to the merger. See The Merger Voting
Agreements.

In addition, as described above under The Merger Interests of Our Directors and Executive Officers in the Merger , immediately prior to the
effective time of the merger, stock options held by our executive officers and directors, like all other stock options held by our other employees,
will immediately vest and become exercisable, except as may be otherwise provided in the grant documents relating to such options. All stock
options will be automatically converted into an amount in cash equal to, for each share of common stock of Blue Martini underlying such option,
the excess (if any) of $4.00 over the exercise price per share of such option.
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MARKET FOR THE COMMON STOCK; DIVIDEND DATA

Our common stock is quoted on the Nasdaq National Market under the ticker symbol BLUE. This table shows, for the periods indicated, the
high and low sales price per share for Blue Martini common stock as reported by the Nasdaq National Market.

Blue Martini
Common Stock

High Low

Year ending December 31, 2005

First Quarter (through March 22, 2005) $3.97 $1.83
Year ended December 31, 2004

Fourth Quarter $3.40 $2.50
Third Quarter $4.44 $2.40
Second Quarter $5.55 $4.00
First Quarter $5.95 $3.80
Year ended December 31, 2003

Fourth Quarter $6.05 $4.34
Third Quarter $5.48 $3.50
Second Quarter $4.00 $2.56
First Quarter $3.14 $2.66

The high and low sales price per share for Blue Martini common stock as reported by the Nasdaq National Market on [ ® ], 2005, the latest
practicable trading day before the filing of this proxy statement was $[ ® ] and $[ e ], respectively.

As of [ @], 2005, our common stock was held of record by [ ® ] stockholders.

We have not declared or paid any cash dividends on our capital stock previously. Historically, we have retained earnings, if any, to support the
development of our business. Payment of future dividends, if any, will be at the discretion of our board of directors after taking into account
various factors, including our financial condition, operating results and current and anticipated cash needs. Following the merger, our common
stock will not be traded on any public market.
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OTHER MATTERS

As of the date of this proxy statement, our board of directors is not aware of any matter to be presented for action at the Special Meeting, other
than the matters set forth in this proxy statement. Should any other matter requiring a vote of stockholders arise, the proxies in the enclosed form
of proxy confer upon the person or persons entitled to vote the shares represented by such proxies discretionary authority to vote the same in
accordance with their best judgment.

Adjournments

The Special Meeting may be adjourned without notice, other than by the announcement made at the Special Meeting, by approval of the holders
of a majority of the shares of our common stock present, in person or by proxy, and entitled to vote at the Special Meeting. We are soliciting
proxies to grant the authority to vote in favor of adjournment of the Special Meeting. In particular, authority is expected to be exercised if the
purpose of the adjournment is to provide additional time to solicit votes in favor of adoption of the merger agreement. Our board of directors
recommends that you vote in favor of the proposal to grant the authority to vote your shares to adjourn the meeting.

Stockholder Proposals

We will hold an Annual Meeting of Stockholders in 2005, or the 2005 Annual Meeting, only if the merger is not completed. Proposals of
stockholders that are intended to be presented at the 2005 Annual Meeting must have been received at our executive offices in San Mateo,
California no later than December 31, 2004 to be included in the proxy statement and proxy card related to such meeting.

Pursuant to our bylaws, stockholders who wish to bring matters or propose nominees for director at our 2005 annual meeting of stockholders
must provide certain information to us between March 6, 2005 and April 5, 2005 unless the date of our 2005 annual meeting of stockholders is
before May 5, 2005 or after July 4, 2005, in which case the dates for submission of such matters or proposals shall be not more than 90 days and
not less than 60 days before the 2005 annual meeting of stockholders or, in the event public announcement of the date of the 2005 annual
meeting of stockholders is first made by us fewer than 70 days prior to the date of the 2005 annual meeting of stockholders, the close of business
on the 10th day following the day on which public announcement of the date of the 2005 annual meeting of stockholders is first made by us.
Stockholders are also advised to review our bylaws, which contain additional requirements with respect to advance notice of stockholder
proposals and director nominations.

Where You Can Find More Information

We file annual, quarterly and special reports, proxy statements and other information with the SEC. You may read and copy any reports,
statements or other information that we file with the SEC at the SEC public reference room at the following location: Public Reference Room,
450 Fifth Street, N.W., Room 1024, Washington, D.C. 20549. Please call the SEC at 1-800-SEC-0330 for further information on the public
reference room. These SEC filings are also available to the public from commercial document retrieval services and at the website maintained by
the SEC at www.sec.gov. Reports, proxy statements and other information concerning us may also be inspected at the offices of the Nasdaq
Stock Market at 1735 K Street, N.W., Washington, D.C. 20006.
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Multi-Channel has supplied all information contained in this proxy statement relating to Multi-Channel and Merger Sub and we have supplied
all information relating to us.

You should rely only on the information contained in this proxy statement. We have not authorized anyone to provide you with information that

is different from what is contained in this proxy statement. This proxy statement is dated [ ® ], 2005. You should not assume that the information
contained in this proxy statement is accurate as of any date other than that date. Neither the mailing of this proxy statement to stockholders nor
the issuance of cash in the merger creates any implication to the contrary.
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Annex A

AGREEMENT AND PLAN OF MERGER

Dated as of February 28, 2005

among

MuLT1-CHANNEL HOLDINGS, INC.,

BMS MERGER CORPORATION

and

BLUE MARTINI SOFTWARE, INC.
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AGREEMENT AND PLAN OF MERGER

This AGREEMENT AND PLAN OF MERGER, dated as of February 28, 2005 (this _Agreement ), is among MuLTi-CHANNEL HoLpINGs, INc., a
Delaware corporation (_Parent ), BMS MEerGER CorPORATION, a Delaware corporation and a direct, wholly owned Subsidiary of Parent ( Merger
Sub ), and BLUE MARTINI SOFTWARE, INc., a Delaware corporation (the__Company ). Certain terms used in this Agreement are used as defined in
Section 8.12.

WHEREAS, the respective Boards of Directors of the Company and Merger Sub have approved and declared advisable, and the Board of
Directors of Parent has approved, this Agreement and the merger of Merger Sub with and into the Company (the _Merger ), on the terms and
subject to the conditions provided for in this Agreement;

WHEREAS, concurrently with the execution of this Agreement, and as a condition and inducement to Parent s willingness to enter into this
Agreement, certain stockholders of the Company are entering into voting agreements with Parent; and

WHEREAS, Parent, Merger Sub and the Company desire to make certain representations, warranties, covenants and agreements in connection
with the Merger and also to prescribe various conditions to the Merger.

NOW, THEREFORE, in consideration of the representations, warranties, covenants and agreements contained in this Agreement, and intending
to be legally bound hereby, Parent, Merger Sub and the Company hereby agree as follows:

ARTICLE 1

The Merger

SECTION 1.1 The Merger. Upon the terms and subject to the conditions set forth in this Agreement, and in accordance with the General
Corporation Law of the State of Delaware (the _DGCI. ), at the Effective Time, Merger Sub shall be merged with and into the Company, and the
separate corporate existence of Merger Sub shall thereupon cease, and the Company shall be the surviving corporation in the Merger (the

Surviving Corporation ).

SECTION 1.2 Closing. The closing of the Merger (the _Closing ) shall take place at 10:00 a.m. (California time) on a date to be specified by the
parties, which date shall be no later than the second business day after satisfaction or waiver of the conditions set forth in Article 6 (other than
those conditions that by their nature are to be satisfied at the Closing, but subject to the satisfaction or waiver of such conditions), unless another
time or date, or both, are agreed to in writing by the parties hereto. The date on which the Closing is held is herein referred to as the _Closing
Date. The Closing will be held at the offices of Cooley Godward LLP, 3175 Hanover Street, Palo Alto, California 94304, unless another place is
agreed to in writing by the parties hereto.
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SECTION 1.3 Effective Time. Subject to the provisions of this Agreement, on the Closing Date the parties shall file with the Secretary of State
of the State of Delaware a certificate of merger (the _Certificate of Merger ), executed in accordance with the relevant provisions of the DGCL.
The Merger shall become effective upon the filing of the Certificate of Merger with the Secretary of State of the State of Delaware or at such
later time as is agreed to by the parties hereto and specified in the Certificate of Merger (the time at which the Merger becomes effective is
herein referred to as the _Effective Time ).

SECTION 1.4 Effects of the Merger. From and after the Effective Time, the Merger shall have the effects set forth in the DGCL. Without
limiting the generality of the foregoing, and subject thereto, at the Effective
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Time, all the properties, rights, privileges, powers and franchises of the Company and Merger Sub shall vest in the Surviving Corporation, and
all debts, liabilities and duties of the Company and Merger Sub shall become the debts, liabilities and duties of the Surviving Corporation.

SECTION 1.5 Certificate of Incorporation and Bylaws of the Surviving Corporation.

(a) The certificate of incorporation of the Company, as in effect immediately prior to the Effective Time, shall be amended in the Merger to be in
the form of Exhibit A hereto and, as so amended, such certificate of incorporation shall be the certificate of incorporation of the Surviving
Corporation until thereafter amended as provided therein or by applicable Law.

(b) Parent shall take all necessary actions to cause the bylaws of Merger Sub, in the form attached as Exhibit B hereto, to be the bylaws of the
Surviving Corporation until thereafter amended as provided therein or by applicable Law.

SECTION 1.6 Directors of the Surviving Corporation. The directors of Merger Sub immediately prior to the Effective Time shall be the
directors of the Surviving Corporation immediately following the Effective Time, until the earlier of their resignation or removal or until their
respective successors are duly elected and qualified, as the case may be.

SECTION 1.7 Officers of the Surviving Corporation. The officers of the Company immediately prior to the Effective Time shall be the officers
of the Surviving Corporation until their respective successors are duly appointed and qualified or their earlier death, resignation or removal in
accordance with the certificate of incorporation and bylaws of the Surviving Corporation.

SECTION 1.8 Additional Actions. If, at any time after the Effective Time, the Surviving Corporation shall determine that any deeds, bills of
sale, assignments or assurances in law or any other acts are reasonably necessary to vest, perfect or confirm, of record or otherwise, in the
Surviving Corporation its right, title or interest in, to or under any of the rights, properties or assets of the Company or Merger Sub, the officers
and directors of the Surviving Corporation and Parent shall be fully authorized in the name of the Company to take any and all such action.

ARTICLE 2

Effect of the Merger on the Capital Stock of the

Constituent Corporations: Exchange of Certificates: Company Stock Options

SECTION 2.1 Effect on Capital Stock. At the Effective Time, by virtue of the Merger and without any action on the part of the holder of any
shares of Company Capital Stock or any shares of capital stock of Merger Sub:
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(a) Capital Stock of Merger Sub. Each issued and outstanding share of capital stock of Merger Sub shall be converted into and become one
validly issued, fully paid and nonassessable share of common stock, par value $0.001 per share, of the Surviving Corporation;

(b) Cancellation of Treasury Stock and Parent-Owned Stock. Any shares of Company Capital Stock that are owned by the Company as treasury
stock, and any shares of Company Capital Stock owned by Parent or Merger Sub or any other wholly owned Subsidiary of Parent, shall be
automatically canceled and shall cease to exist and no consideration shall be delivered in exchange therefor; and

(c) Conversion of Company Common Stock. Each issued and outstanding share of Company Common Stock (other than shares to be canceled in
accordance with Section 2.1(b) and Appraisal Shares) shall be converted into the right to receive $4.00 in cash, without interest (the _Per Share
Amount ). As used herein,

A-2
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the term _Merger Consideration means the cash payable to former stockholders of the Company pursuant to this Section 2.1(c).

SECTION 2.2 Appraisal Rights. Notwithstanding anything in this Agreement to the contrary, shares of Company Common Stock issued and
outstanding immediately prior to the Effective Time that are held by any holder who is entitled to demand and properly demands appraisal of
such shares pursuant to, and who complies in all respects with, the provisions of Section 262 of the DGCL (_Section 262 ) shall not be converted
into the right to receive the Merger Consideration as provided in Section 2.1(c), but instead such holder shall be entitled to payment of the fair
value of such shares (the _Appraisal Shares ) in accordance with the provisions of Section 262. At the Effective Time, all Appraisal Shares shall
no longer be outstanding and shall automatically be canceled and shall cease to exist, and each holder of Appraisal Shares shall cease to have
any rights with respect thereto, except the right to receive the fair value of such Appraisal Shares in accordance with the provisions of Section
262. Notwithstanding the foregoing, if any such holder shall fail to perfect or otherwise shall waive, withdraw or lose the right to appraisal under
Section 262 or a court of competent jurisdiction shall determine that such holder is not entitled to the relief provided by Section 262, then the
right of such holder to be paid the fair value of such holder s Appraisal Shares under Section 262 shall cease and each of such Appraisal Shares
shall be deemed to have been converted at the Effective Time into, and shall have become, the right to receive the Per Share Amount as provided
in Section 2.1(c). The Company shall (i) deliver prompt notice to Parent of any demands for appraisal of any shares of Company Common
Stock, and (ii) give Parent the opportunity to participate in all negotiations and proceedings with respect to any such demand. Prior to the
Effective Time, the Company shall not, without the prior written consent of Parent, such consent not to be unreasonably withheld or delayed,
make any payment with respect to, or settle or offer to settle, any such demands, or agree to do any of the foregoing.

SECTION 2.3 Surrender of Certificates.

(a) Paying Agent. Prior to the Effective Time, Parent shall designate a bank or trust company reasonably acceptable to the Company to act as

agent (the _Paying Agent ) for payment of the Merger Consideration upon surrender of the certificates that immediately prior to the Effective
Time represented shares of Company Capital Stock (each such certificate, a _Certificate ). Immediately following the Effective Time, Parent shall
deposit, or cause to be deposited, with the Paying Agent cash sufficient to pay the aggregate Merger Consideration payable pursuant to Section
2.1(c) upon surrender of Certificates representing outstanding shares of Company Capital Stock (it being understood that Parent may cause the
Surviving Corporation to deposit a portion of such cash amount with the Paying Agent, provided, however, that Parent shall not cause the
Surviving Corporation to deposit with the Paying Agent any amount of cash which, after such deposit, would cause the Surviving Corporation:

(1) to be unable to pay its debts (including trade debts) as they mature; (ii) to have the fair value of the Surviving Corporation s liabilities exceed
the fair value of its assets as a going concern; or (iii) to be left with unreasonably small capital). Such funds provided to the Paying Agent are
referred to herein as the _Payment Fund.

(b) Payment Procedures. Promptly after the Effective Time, the Paying Agent shall mail to each holder of record of a Certificate: (i) a letter of
transmittal (which shall specify that delivery of the Certificates shall be effected, and risk of loss and title to the Certificates shall pass, only
upon delivery of the Certificates to the Paying Agent); and (ii) instructions for use in effecting the surrender of the Certificates in exchange for
the right to receive the Per Share Amount with respect to each share of Company Common Stock evidenced by such Certificate. Upon surrender
of a Certificate for cancellation to the Paying Agent, together with such letter of transmittal, duly completed and validly executed in accordance
with the instructions (and such other customary documents as may reasonably be required by the Paying Agent), the holder of such Certificate
shall be entitled to receive in exchange therefor the Per Share Amount with respect to each share of Company Common Stock evidenced by such
Certificate, and the Certificate so surrendered shall forthwith be canceled. In the event of a transfer of ownership of shares of Company Capital
Stock that is not registered in the transfer records of the Company, the proper amount of cash may be paid in exchange therefor to a Person other
than the Person in

A-3
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whose name the Certificate so surrendered is registered if such Certificate shall be properly endorsed or shall otherwise be in proper form for
transfer and the Person requesting such payment shall pay any transfer and other Taxes required by reason of the payment to a Person other than
the registered holder of such Certificate or establish to the reasonable satisfaction of the Surviving Corporation that such Tax either has been
paid or is not applicable. Until surrendered as contemplated by this Section 2.3(b), each Certificate shall be deemed at any time after the
Effective Time to represent only the right to receive upon such surrender the Per Share Amount with respect to each share of Company Common
Stock evidenced by such Certificate. No interest will be paid or will accrue on the Merger Consideration payable upon surrender of any
Certificate.

(c) Transfer Books: No Further Ownership Rights in Company Stock. At the Effective Time: (i) all shares of Company Capital Stock
outstanding immediately prior to the Effective Time shall automatically be canceled and retired and shall cease to exist, and all holders of
Certificates representing shares of Company Capital Stock that were outstanding immediately prior to the Effective Time shall cease to have any
rights as stockholders of the Company, except the right to receive the Per Share Amount with respect to each share of Company Common Stock
evidenced by such Certificate upon surrender thereof in accordance with Section 2.3(b); and (ii) the stock transfer books of the Company shall
be closed and there shall be no further registration of transfers on the stock transfer books of the Surviving Corporation of the shares of
Company Capital Stock that were outstanding immediately prior to the Effective Time. All cash paid upon the surrender of Certificates in
accordance with the terms of this Article 2 shall be deemed to have been paid in full satisfaction of all rights pertaining to the shares of Company
Capital Stock previously represented by such Certificates. Subject to Section 2.3(e), if, at any time after the Effective Time, Certificates are
presented to the Surviving Corporation or the Paying Agent for any reason, they shall be canceled and exchanged as provided in this Article 2.

(d) Lost. Stolen or Destroyed Certificates. If any Certificate shall have been lost, stolen or destroyed, upon the making of an affidavit of that fact
by the Person claiming such Certificate to be lost, stolen or destroyed and, if required by Parent, the posting by such Person of a bond, in such
reasonable amount as Parent may direct, as indemnity against any claim that may be made against it with respect to such Certificate, the Paying
Agent will pay the Per Share Amount to such Person in exchange for each share of Company Common Stock evidenced by such lost, stolen or
destroyed Certificate.

(e) Termination of Fund. Any portion of the Payment Fund (including the proceeds of any investments thereof) that remains undistributed to the
former holders of the Certificates one year after the Effective Time shall be delivered by the Paying Agent to the Surviving Corporation upon
demand. Any former holders of Certificates who have not theretofore complied with this Article 2 shall thereafter look only to the Surviving
Corporation for payment of the Merger Consideration payable with respect thereto.

(f) No Liability. Notwithstanding any provision of this Agreement to the contrary, none of Parent, the Surviving Corporation or the Paying
Agent shall be liable to any Person for any amount properly paid from the Payment Fund or delivered to a public official pursuant to any
applicable abandoned property, escheat or similar Law.

(g) Investment of Payment Fund. Parent shall cause the Paying Agent to invest the Payment Fund in a money market fund registered under the
Investment Company Act of 1940, the principal of which is invested solely in obligations issued or guaranteed by the United States Government
and repurchase agreements in respect of such obligations. Any interest and other income resulting from such investment shall be the property of,
and shall be paid promptly to, Parent.

SECTION 2.4 Company Stock Options: ESPP: Warrants.
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(each, an _Option ) to be canceled and terminated and converted at the Effective Time into the right to receive a cash amount equal to the Option
Consideration (as hereinafter defined) for each share of Company Common Stock then subject to the Option (it being understood that (i) with
respect to an Option held by a Person whose employment by the Company or its Subsidiaries was terminated prior to the Effective Time, Option
Consideration shall only be paid with respect to the portion of such Option that was vested as of the time such Person s employment relationship
with the Company or its Subsidiaries terminated and (ii) with respect to Options which by the terms of the grant documents relating thereto,
specifically provide for less acceleration than is provided for under the terms of the Company Stock Plan pursuant to which such Option was
granted, the Option Consideration shall be paid only with respect to the portion of such Option which vests pursuant to the terms of such grant
documents). Prior to the Effective Time, the Company shall take all actions necessary to terminate the Company Stock Plans, such termination

to be effective at or before the Effective Time. Prior to the Effective Time, the Company shall deposit in a bank account an amount of cash equal
to the sum of the aggregate Option Consideration for each Option then outstanding (subject to any applicable withholding tax), together with
instructions that such cash be promptly distributed following the Effective Time to the holders of such Options in accordance with this Section
2.4(a). For purposes of this Agreement, _Option Consideration means, with respect to any share of Company Common Stock issuable under a
particular Option, an amount equal to the excess, if any, of: (1) the Per Share Amount; over (2) the exercise price payable in respect of such
share of Company Common Stock issuable under such Option (it being understood that if the exercise price payable in respect of such share of
Company Common Stock issuable under such Option exceeds the Per Share Amount, the Option Consideration shall be zero).

(b) The rights of participants in the ESPP with respect to any offering period underway immediately prior to the Effective Time under the ESPP
shall be determined by treating the last business day prior to the Effective Time as the last day of such offering period and by making such other
pro-rata adjustments as may be necessary to reflect the shortened offering period but otherwise treating such shortened offering period as a fully
effective and completed offering period for all purposes under the ESPP. Prior to the Effective Time, the Company shall take all actions
(including the termination of the ESPP effective as of the Effective Time and, if appropriate, amending the terms of the ESPP) that are necessary
to give effect to the transactions contemplated by this Section 2.4(b).

(c) Each warrant to purchase shares of Company Common Stock that is outstanding as of the Effective Time (a _Warrant ) shall be converted at
the Effective Time into the right to receive a cash amount equal to the Warrant Consideration (as hereinafter defined) for each share of Company
Common Stock then subject to the Warrant. Prior to the Effective Time, the Company shall deposit in a bank account an amount of cash equal to
the sum of the aggregate Warrant Consideration for each Warrant then outstanding (subject to any applicable withholding tax), together with
instructions that such cash be promptly distributed following the Effective Time to the holders of such Warrants in accordance with this Section
2.4(a). For purposes of this Agreement, _Warrant Consideration means, with respect to any share of Company Common Stock issuable under a
particular Warrant, an amount equal to the excess, if any, of: (1) the Per Share Amount; over (2) the exercise price payable in respect of such
share of Company Common Stock issuable under such Warrant.

(d) The Company and Parent shall take such steps as may be reasonably requested by any party hereto to cause dispositions of Company equity
securities, Options, Rights and Stock Awards pursuant to the transactions contemplated by this Agreement by each individual who is a director
or officer of the Company to be exempt under Rule 16b-3 promulgated under the Exchange Act in accordance with that certain No-Action Letter
dated January 12, 1999 issued by the Securities and Exchange Commission (the _SEC ) regarding such matters.

(e) As a result of the Merger and without any further action by the Company, all shares of Company Common Stock outstanding immediately
prior to the Effective Time that are unvested or are subject to a repurchase option, risk of forfeiture or other condition under any Company Stock
Plan, applicable restricted stock purchase agreement or other similar agreement with the Company will fully vest (unless the restricted stock
purchase agreement or similar agreement relating thereto specifically provides for less acceleration than is
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provided for under the terms of the Company Stock Plan pursuant to which such shares were issued, in which case such shares of Company
Common Stock shall vest in accordance with the terms of such restricted stock purchase agreement or similar agreement) and will no longer be
subject to repurchase or forfeiture if the holder of such shares is, immediately prior to the Effective Time, a (i) current Employee or (ii) current
consultant to the Company or any of its Subsidiaries holding shares of Company Common Stock which continue to vest during the period such
holder is a consultant.

(f) Each of Parent, Merger Sub and the Company agree that for purposes of the Company Stock Plans, Parent, Merger Sub and the Surviving
Corporation have refused to assume the rights outstanding under such plans or substitute similar rights therefor.

SECTION 2.5 Withholding Taxes. Parent, the Surviving Corporation and the Paying Agent shall be entitled to deduct and withhold from the
Merger Consideration otherwise payable to a former holder of shares of Company Capital Stock, Options or Warrants pursuant to this
Agreement such amounts as may be required to be deducted or withheld with respect to the making of such payment under the Code, or under
any applicable provision of state, local or foreign Law. To the extent that amounts are so deducted and withheld, such amounts shall be treated
for all purposes under this Agreement as having been paid to the Person in respect of which such deduction and withholding was made.

SECTION 2.6 Adjustments. If during the period from the date of this Agreement through the Effective Time, any change in the outstanding
shares of Company Capital Stock or securities convertible or exchangeable into or exercisable for shares of Company Capital Stock, shall occur
by reason of any reclassification, recapitalization, stock split or combination, exchange or readjustment of shares of Company Capital Stock, or
any similar transaction, or any stock dividend thereon with a record date during such period, the Per Share Amount shall be appropriately
adjusted to reflect such change.

ARTICLE 3

Representations and Warranties of the Company

Except as set forth in the disclosure schedule (each section of which qualifies the correspondingly numbered section of this Agreement to the
extent specified therein and such other representations and warranties to the extent the relevance of a matter in such section of the disclosure
schedule to the information called for by such other representation and warranty is reasonably apparent) delivered by the Company to Parent
simultaneously with the execution of this Agreement (the _Company Disclosure Schedule ), the Company represents and warrants to Parent and
Merger Sub as follows:

SECTION 3.1 Organization, Standing and Corporate Power.

(a) The Company and each of its Subsidiaries is a corporation duly organized, validly existing and, in the case of the Company and its U.S.
Subsidiaries, in good standing under the Laws of the jurisdiction in which it is incorporated and has all requisite corporate power and authority
necessary to own or lease all of its properties and assets and to carry on its business as it is now being conducted. The Company and each of its
U.S. Subsidiaries is duly licensed or qualified to do business and is in good standing in each jurisdiction in which the nature of the business
conducted by it or the character or location of the properties and assets owned or leased by it makes such licensing or qualification necessary,
except where the failure to be so licensed, qualified or in good standing, individually or in the aggregate, has not had and would not reasonably
be expected to have a Company Material Adverse Effect. For purposes of this Agreement, the term _Company Material Adverse Effect shall
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deemed either alone or in combination to constitute, and none of the following shall be taken into account in determining whether there has been
or will be, a Company Material Adverse Effect: (A) any effect, change, event, occurrence or circumstance relating to the U.S. or any foreign
economy in general to the extent that such effect, change, event, occurrence or circumstance does not have a materially disproportionate effect
on the Company and its Subsidiaries taken as a whole; (B) any effect, change, event, occurrence or circumstance relating to the industries in
which the Company operates to the extent that such effect, change, event, occurrence or circumstance does not have a materially
disproportionate effect on the Company and its Subsidiaries taken as a whole; (C) any effect, change, event, occurrence or circumstance relating
to fluctuations in the value of currencies; (D) any effect, change, event, occurrence or circumstance relating to acts of terrorism, war, national or
international calamity or any other similar event to the extent that such effect, change, event, occurrence or circumstance does not have a
materially disproportionate effect on the Company and its Subsidiaries taken as a whole; (E) any effect, change, event, occurrence or
circumstance to the extent arising out of or resulting from the announcement of this Agreement, the existence of this Agreement or the fact that
any of the Transactions may be consummated (including any effect, change, event, occurrence or circumstance resulting from or relating to any
litigation, any loss of or delay in placing customer orders, any disruption in supplier, distributor, reseller or similar relationships or any departure
or loss of employees, in each case to the extent arising out of or resulting from the announcement of this Agreement, the existence of this
Agreement or the fact that any of the Transactions may be consummated); (F) the failure of the Company to meet internal or analysts
expectations or projections (it being understood, however, that the underlying circumstances giving rise to such failure may be taken into
account unless otherwise excluded pursuant to this paragraph); (G) any effect, change, event, occurrence or circumstance resulting from any
action taken by the Company or its Subsidiaries with Parent s consent or from compliance by the Company with the terms of this Agreement; and
(H) any effect, change, event, occurrence or circumstance resulting from the failure of the Company or its Subsidiaries to take any action
referred to in Section 5.2 due to Parent s unreasonable withholding of consent or delaying its consent.

(b) Section 3.1(b) of the Company Disclosure Schedule lists all Subsidiaries of the Company, together with the jurisdiction of organization of
each such Subsidiary and the holder or holders of the capital stock of each such Subsidiary. All the outstanding shares of capital stock of, or
other equity interests in, each such Subsidiary have been duly authorized and validly issued and are fully paid and nonassessable and are owned
directly or indirectly by the Company free and clear of all liens, pledges, charges, mortgages, encumbrances, adverse rights or claims and
security interests of any kind or nature whatsoever (except for such transfer restrictions of general applicability as may be provided under the
Securities Act of 1933, as amended, and the rules and regulations promulgated thereunder (the _Securities Act ), and the blue sky laws of the
various States of the United States) (collectively, _Liens ). Except as set forth in Section 3.1(b) of the Company Disclosure Schedule, the
Company does not own, directly or indirectly, any capital stock, voting securities or equity interests in any Person.

(c) The Company has delivered or made available to Parent copies of its certificate of incorporation and bylaws (the _Company Charter

Documents ) and copies of the certificates of incorporation and bylaws (or comparable organizational documents) of each of its Subsidiaries (the
Subsidiary Documents ), in each case as amended to the date of this Agreement. All such Company Charter Documents and Subsidiary

Documents are in full force and effect and neither the Company nor any of its Subsidiaries is in violation of any of their respective provisions.

SECTION 3.2 Capitalization.

(a) The authorized capital stock of the Company consists of 500,000,000 shares of Company Common Stock and 5,000,000 shares of Company
Preferred Stock. At the open of business on February 28, 2005: (i) 13,026,672 shares of Company Common Stock were issued and outstanding
(none of which were held by the Company in its treasury); (ii) 8,867,492 shares of Company Common Stock were reserved for issuance under
the Blue Martini Software, Inc. 2000 Equity Incentive Plan (of which 2,615,720 shares of Company Common Stock were subject to outstanding
options granted thereunder); (iii) 422,622 shares of Company Common Stock were reserved for issuance under the Blue Martini Software, Inc.
2000 Non-Employee Directors Stock Option Plan
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(of which 320,174 shares of Company Common Stock were subject to outstanding options granted thereunder); (iv) 981,067 shares of Company
Common Stock were reserved for issuance under the ESPP; (v) warrants to purchase 476,559 shares of Company Common Stock were
outstanding; and (vi) no shares of Company Preferred Stock were issued and outstanding. All outstanding shares of Company Capital Stock have
been duly authorized and validly issued and are fully paid, nonassessable and free of preemptive rights. Section 3.2(a) of the Company
Disclosure Schedule sets forth a list, as of the open of business on February 28, 2005, of all outstanding options to purchase shares of Company
Common Stock granted under the Blue Martini Software, Inc. 2000 Equity Incentive Plan and the Blue Martini Software, Inc. 2000
Non-Employee Directors Stock Option Plan, and, for each such option: (A) the number of shares of Company Common Stock subject thereto;
(B) the date of grant; (C) the expiration date; (D) the exercise price thereof; (E) the name of the holder thereof; and (F) the number of options
that are vested. Except as set forth above in this Section 3.2(a), as of the date of this Agreement, there are not any shares of Company Capital
Stock issued and outstanding or any subscriptions, options, warrants, calls, convertible or exchangeable securities, rights, commitments or
agreements of any character providing for the issuance of any shares of Company Capital Stock.

(b) None of the Subsidiaries of the Company is bound by any outstanding subscriptions, options, warrants, calls, convertible or exchangeable
securities, rights, commitments or agreements of any character providing for the issuance or disposition of any shares of capital stock, voting
securities or equity interests of any Subsidiary. As of the date of this Agreement, there are no outstanding obligations of the Company or any of
its Subsidiaries to repurchase, redeem or otherwise acquire any shares of capital stock, voting securities or equity interests (or any options,
warrants or other rights to acquire any shares of capital stock, voting securities or equity interests) of the Company or any of its Subsidiaries.

(c) There are no stockholders agreements, voting trusts or other agreements or understandings to which the Company or any of its Subsidiaries is
a party relating to voting or disposition of any shares of Company Capital Stock or granting to any person or group of persons the right to elect,
or to designate or nominate for election, a director to the board of directors of the Company or any of its Subsidiaries.

SECTION 3.3 Authority: Noncontravention: Voting Requirements.

(a) The Company has all necessary corporate power and authority to execute and deliver this Agreement and, subject to obtaining the Company
Stockholder Approval, to perform its obligations hereunder and to consummate the Transactions. The execution, delivery and performance by
the Company of this Agreement, and the consummation by it of the Transactions, have been duly authorized and approved by its Board of
Directors, and except for obtaining the Company Stockholder Approval for the adoption of this Agreement, no other corporate action on the part
of the Company is necessary to authorize the execution, delivery and performance by the Company of this Agreement and the consummation by
it of the Transactions. This Agreement has been duly executed and delivered by the Company and, assuming due authorization, execution and
delivery hereof by the other parties hereto, constitutes a legal, valid and binding obligation of the Company, enforceable against the Company in
accordance with its terms, except that such enforceability: (i) may be limited by bankruptcy, insolvency, fraudulent transfer, reorganization,
moratorium and other similar laws of general application affecting or relating to the enforcement of creditors rights generally; and (ii) is subject
to general principles of equity, whether considered in a proceeding at law or in equity (collectively, the _Bankruptcy and Equity Exception ).

(b) The Company s Board of Directors, at a meeting duly called and held, has: (i) approved and declared advisable this Agreement; and (ii)
resolved to recommend that the stockholders of the Company adopt this Agreement (such recommendation being referred as the _Company
Board Recommendation ).

(c) Neither the execution and delivery of this Agreement by the Company nor the consummation by the Company of the Transactions, nor
compliance by the Company with any of the terms or provisions hereof, will in
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any material respect: (i) conflict with or violate any provision of the Company Charter Documents or any of the Subsidiary Documents; or (ii)
assuming that the authorizations, consents and approvals referred to in Section 3.4 and the Company Stockholder Approval are obtained and the
filings referred to in Section 3.4 are made: (A) violate any Law, judgment, writ or injunction of any Governmental Authority applicable to the
Company or any of its Subsidiaries or any of their respective properties or assets; or (B) violate or constitute a material default (or an event

which, with notice or lapse of time, or both, would constitute a material default) under, result in the termination of or a right of termination or
cancellation under, accelerate the performance required by, or result in the creation of any Lien (other than Permitted Liens) upon any of the
respective properties, Intellectual Property or other assets of, the Company or any of its Subsidiaries under, any of the terms, conditions or
provisions of any loan or credit agreement, debenture, note, bond, mortgage, indenture, deed of trust, license, lease, contract or other agreement,
instrument or obligation, whether written or oral, so long as it is enforceable against the Company or its Subsidiaries (each, a _Contract ) or Permit
applicable to the business of the Company and its Subsidiaries or their respective properties or assets.

(d) Assuming the accuracy of the representations made in Section 4.8, the affirmative vote (in person or by proxy) of the holders of a majority of
the outstanding shares of Company Common Stock at the Company Stockholders Meeting or any adjournment or postponement thereof in favor
of the adoption of this Agreement (the _Company Stockholder Approval ) is the only vote or approval of the holders of any class or series of
capital stock of the Company or any of its Subsidiaries which is necessary to adopt this Agreement and approve the Transactions.

SECTION 3.4 Governmental Approvals. Except for: (a) the filing with the SEC of a proxy statement relating to the Company Stockholders
Meeting (as amended or supplemented from time to time, the _Proxy Statement ), and other filings required under, and compliance with other
applicable requirements of, the Securities Exchange Act of 1934, as amended, and the rules and regulations promulgated thereunder (the

Exchange Act ), and the rules of The Nasdaq Stock Market; (b) the filing of the Certificate of Merger with the Secretary of State of the State of
Delaware pursuant to the DGCL; (c) filings required under, and compliance with other applicable requirements of, the HSR Act; and (d) filings
required under, and compliance with other applicable requirements of, non-U.S. Laws intended to prohibit, restrict or regulate actions or
transactions having the purpose or effect of monopolization, restraint of trade, harm to competition or effectuating foreign investment
(collectively, _Foreign Antitrust Laws ), no consents or approvals of, or filings, declarations or registrations with, any Governmental Authority are
necessary for the execution and delivery of this Agreement by the Company and the consummation by the Company of the Transactions, other
than such other consents, approvals, filings, declarations or registrations that, if not obtained, made or given, would not, individually or in the
aggregate, reasonably be expected to have a Company Material Adverse Effect or to have a material adverse effect on the Company s ability to
consummate the Transactions.

SECTION 3.5 Company SEC Documents: Undisclosed Liabilities.

(a) The Company has filed and furnished all required reports, schedules, forms, prospectuses and registration, proxy and other statements
required to be filed or furnished by it with or to the SEC (collectively, and in each case including all exhibits and schedules thereto and
documents incorporated by reference therein, the _Company SEC Documents ). None of the Company s Subsidiaries is required to file periodic
reports with the SEC pursuant to the Exchange Act. As of their respective effective dates (in the case of Company SEC Documents that are
registration statements filed pursuant to the requirements of the Securities Act) and as of the respective dates of the last amendment filed with
the SEC (in the case of all other Company SEC Documents), the Company SEC Documents complied in all material respects with the
requirements of the Exchange Act and the Securities Act, as the case may be, and the rules and regulations of the SEC promulgated thereunder,
each as in effect on the applicable date referred to above, applicable to such Company SEC Documents, and none of the Company SEC
Documents as of such respective dates contained any untrue statement of a material fact or omitted to state a material fact required to be stated
therein or necessary in order to make the statements therein, in light of the circumstances under which they were made, not misleading. As of the
date of this Agreement,
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there are no material unresolved comments issued by the staff of the SEC with respect to any of the Company SEC Documents.

(b) Each of the consolidated financial statements of the Company included in the Company SEC Documents complied in all material respects
with applicable accounting requirements and the published rules and regulations of the SEC with respect thereto, was prepared in accordance
with GAAP (except, in the case of unaudited quarterly statements, as indicated in the notes thereto) applied on a consistent basis during the
periods involved (except as may be indicated in the notes thereto) and fairly presented in all material respects the consolidated financial position
of the Company and its consolidated Subsidiaries as of the dates thereof and the consolidated results of their operations and cash flows for the
periods then ended (subject, in the case of unaudited quarterly statements, to normal year-end audit adjustments, none of which has been or will
be, individually or in the aggregate, material to the Company and its Subsidiaries, taken as a whole).

(c) The Company has established and maintains disclosure controls and procedures (as such term is defined in Rule 13a-15 and Rule 15d-15
under the Exchange Act); such disclosure controls and procedures are designed to ensure that material information relating to the Company,
including its consolidated Subsidiaries, required to be disclosed by the Company in the reports that it files or submits under the Exchange Act is
accumulated and communicated to the Company s principal executive officer and its principal financial officer to allow timely decisions
regarding required disclosure; and, except as may be disclosed in reports filed by the Company with the SEC after the date of this Agreement in
accordance with applicable SEC requirements, such disclosure controls and procedures are, to the Knowledge of the Company, effective to
ensure that information required to be disclosed by the Company in the reports that it files or submits under the Exchange Act is recorded,
processed, summarized and reported within the time periods specified in Securities and Exchange Commission rules and forms. With respect to
each Annual Report on Form 10-K, each Quarterly Report on Form 10-Q and each amendment of any such report included in the Company SEC
Documents, the principal executive officer and the principal financial officer of Company have made all certifications required by the
Sarbanes-Oxley Act of 2002 and any related rules and regulations promulgated by the SEC.

(d) Neither the Company nor any of its Subsidiaries nor, to the Knowledge of the Company, any director, officer, agent, employee or other

Person acting on behalf of the Company or any of its Subsidiaries, has: (i) used any corporate or other funds for unlawful contributions,

payments or gifts, or made any unlawful expenditures relating to political activity to government officials or others or established or maintained

any unlawful or unrecorded funds, in any case in violation of Section 30A of the Exchange Act; or (ii) accepted or received any unlawful
contributions, payments, gifts or expenditures. Except as set forth in the Company SEC Documents filed by the Company and publicly available
prior to the date of this Agreement (the _Filed Company SEC Documents ), between April 29, 2004, the date on which the Company s most recent
proxy statement was filed with the SEC, and the date of this Agreement, no event has occurred that would be required to be reported as a Certain
Relationship or Related Transaction pursuant to Item 404 of Regulation S-K promulgated by the SEC.

(e) Neither the Company nor any of its Subsidiaries has any liabilities or obligations of any nature (whether accrued, absolute, contingent or
otherwise), except liabilities or obligations: (i) as and to the extent set forth on the unaudited consolidated balance sheet of the Company and its
Subsidiaries as of September 30, 2004 (the _Balance Sheet Date ) (including the notes thereto) included in the Filed Company SEC Documents);
(ii) incurred after the Balance Sheet Date in the ordinary course of business consistent with past practice that, individually or in the aggregate,
have not had and would not reasonably be expected to have a Company Material Adverse Effect; (iii) for performance under Contracts in
accordance with their respective terms and conditions; and (iv) under this Agreement.

SECTION 3.6 Absence of Certain Changes or Events. Between the Balance Sheet Date and the date of this Agreement, there were no changes,
events, occurrences or circumstances that, individually or in the aggregate, had or would reasonably be expected to have a Company Material
Adverse Effect. Except as disclosed in the Filed Company SEC Documents, between the Balance Sheet Date and the date of this Agreement, the
Company
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and its Subsidiaries carried on and operated their respective businesses in all material respects in the ordinary course of business consistent with
past practice and there was not:

(a) any material change in any method of accounting or accounting practice by the Company or any of its Subsidiaries, other than as required by
the rules and regulations of the SEC or by GAAP;

(b) any declaration, setting aside or payment of any dividend (whether in cash, stock or other property) or other distribution in respect of the
Company s securities or any redemption, purchase or other acquisition of any of the Company s securities (other than upon exercise of rights to
repurchase shares of Company Common Stock);

(c) any issuance or the authorization of any issuance of any securities in respect of, in lieu of or in substitution for shares of the Company Capital
Stock;

(d) any amendment of any material term of any outstanding security of the Company or any of its Subsidiaries;

(e) any issuance by the Company or any of its Subsidiaries of any notes, bonds or other debt securities or any capital stock or other equity
securities or any securities convertible, exchangeable or exercisable into any capital stock or other equity securities, except for (i) the granting of
Options, Rights and other Stock Awards under the Company Stock Plans and (ii) the issuance of any Company Common Stock pursuant to the
exercise of Options, Rights and other Stock Awards;

(f) any incurrence, assumption or guarantee by the Company or any of its Subsidiaries of any indebtedness for borrowed money;

(g) any creation or assumption by the Company or any of its Subsidiaries of any Lien on any material assets other than Permitted Liens;

(h) any making of any loan, advance or capital contributions to or investment in any entity or person by the Company or any of its Subsidiaries,
other than loans, advances or capital contributions to or investments in wholly owned subsidiaries and advances to employees for reimbursable
travel and other business expenses incurred in the ordinary course of business consistent with past practice;

(i) any entry by the Company or any of its Subsidiaries into any Contract related to the acquisition or disposition of any business or any material
assets (other than assets acquired in the ordinary course of business);

(j) any material increase in the benefits under, or the establishment, material amendment or termination of, any Company Plan, or any material
increase in the compensation payable or to become payable to or any other material change in the employment terms for any directors or officers
of the Company or any of its Subsidiaries or any other employee of the Company or any of its Subsidiaries earning noncontingent cash
compensation in excess of $100,000 per year;
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(k) any entry by the Company or any of its Subsidiaries into any employment, consulting, severance, termination, change-of-control or
indemnification agreement with any director or officer of the Company or any of its Subsidiaries or entry into any such agreement with any
person for a noncontingent cash amount in excess of $100,000 per year; or

(1) any authorization of, or agreement by the Company or any of its Subsidiaries to take, any of the actions described in this Section 3.6, except

as expressly contemplated by this Agreement.

SECTION 3.7 Legal Proceedings. Other than any legal, administrative, arbitral or other proceedings related to patent prosecutions by the
Company and its Subsidiaries in the ordinary course of business, there is no pending or, to the Knowledge of the Company, threatened in
writing, legal, administrative, arbitral or other proceeding against, or, to the Knowledge of the Company, governmental or regulatory
investigation of, the Company or any of its Subsidiaries, nor is there any injunction, order, judgment, ruling or decree imposed (or, to the
Knowledge of the Company, threatened in writing to be imposed) upon the Company, any of its Subsidiaries or the assets of
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the Company or any of its Subsidiaries (including their respective rights in any Intellectual Property) by or before any Governmental Authority,
which would reasonably be expected to result in damages to the Company or its Subsidiaries in excess of $200,000 in any individual case or
$800,000 in the aggregate.

SECTION 3.8 Compliance With Laws: Permits.

(a) The Company and its Subsidiaries are and have been in compliance in all material respects with all laws (including common law), statutes,
ordinances, codes, rules, regulations, decrees and orders of Governmental Authorities (collectively, _Laws ) applicable to the Company or any of
its Subsidiaries, any of their properties or other assets or any of their businesses or operations. Neither the Company nor any of its Subsidiaries
has received written notice (which, in the case of any such notice received prior to January 1, 2003, remains unresolved) to the effect that a
Governmental Authority claimed or alleged that the Company or any of its Subsidiaries was not in compliance in a material respect with any

Law applicable to the Company or any of its Subsidiaries, any of their material properties or other assets or any of their businesses or operations.

(b) The Company and each of its Subsidiaries holds all material licenses, franchises, permits, certificates, approvals and authorizations from
Governmental Authorities, or required by Governmental Authorities to be obtained, in each case necessary for the conduct of their respective
businesses (collectively, _Permits ). The Company and each of its Subsidiaries is in compliance in all material respects with the terms of all
Permits, each Permit is in full force and effect and no violation, suspension or cancellation of such Permit is pending or, to the Knowledge of the
Company, threatened. Neither the Company nor any of its Subsidiaries has received written notice (which, in the case of any such notice
received prior to January 1, 2003, remains unresolved) to the effect that a Governmental Authority was considering the amendment, termination,
revocation or cancellation of any Permit. None of the Permits will be terminated or impaired or become terminable, in whole or in part, as a
result of the consummation of the Merger, other than as may result from the fact that Parent and Merger Sub are the other parties to the Merger.

SECTION 3.9 Information in Proxy Statement. The Proxy Statement and any other document filed with the SEC by the Company in connection
with the Merger (taking into account any amendment thereof or supplement thereto), at the date first mailed to the stockholders of the Company,
at the time of the Company Stockholders Meeting and at the time filed with the SEC, as the case may be, will not contain any untrue statement
of a material fact or omit to state any material fact required to be stated therein or necessary in order to make the statements therein, in light of
the circumstances under which they are made, not misleading, and the Proxy Statement and such other documents filed with the SEC by the
Company will comply in all material respects with the provisions of the Exchange Act; provided, however, that no representation is made by the
Company with respect to statements made therein based on information supplied by Parent or Merger Sub for inclusion in such documents.

SECTION 3.10 Tax Matters.

(a) The Company and each of its Subsidiaries has timely filed, or has caused to be timely filed on its behalf (taking into account any extension of
time within which to file), all Tax Returns required to be filed by it for which the last day for timely filing has past, and all such Tax Returns and
elections are accurate and complete in all material respects. All Taxes required to be paid by the Company and each of its Subsidiaries have been
timely paid. The Company has never received a written claim from any Governmental Authority in a jurisdiction where the Company or any of
its Subsidiaries does not file Tax Returns that the Company or any of its Subsidiaries is or may be subject to taxation by that jurisdiction.

(b) The Company and each of its Subsidiaries have withheld and paid all Taxes required to have been withheld and paid in connection with any
amounts paid to any employee, independent contractor, creditor, stockholder, or other third party.
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(c) The most recent financial statements contained in the Filed Company SEC Documents reflect an adequate reserve for all Taxes payable by
the Company and its Subsidiaries for all taxable periods and portion thereof through the date of such financial statements. No deficiency with
respect to Taxes has been asserted or assessed against the Company or any of its Subsidiaries.

(d) Neither the Company nor any of its Subsidiaries has constituted, or has intended or purported to constitute, either a distributing corporation
ora controlled corporation (within the meaning of Section 355(a)(1)(A) of the Code) in a distribution of stock qualifying, or intended or
purported to qualify, for tax-free treatment under Section 355 of the Code since January 1, 2002.

(e) To the Knowledge of the Company, no audit or other administrative or court proceedings is pending with or is being conducted by any
Governmental Authority with respect to Taxes of the Company or any of its Subsidiaries and no written notice thereof has been received and is
outstanding.

(f) Neither the Company nor any of its Subsidiaries is a party to any contract, agreement, plan or other arrangement that, individually or
collectively, would give rise to the payment of any amount which would not be deductible by reason of Section 280G of the Code or would give
rise to an excise Tax pursuant to Section 4999 of the Code.

(g) The Company has made available to Parent copies of: (i) all income and franchise Tax Returns filed by the Company and its Subsidiaries
since January 1, 2002; and (ii) any audit report issued since January 1, 2002 (or otherwise with respect to any audit or proceeding in progress)
relating to income and franchise Taxes of the Company or any of its Subsidiaries.

(h) Neither the Company nor any of its Subsidiaries is a party to or is bound by any Tax allocation or sharing agreement. Neither the Company
nor any of its subsidiaries has been a member of an Affiliated Group filing a consolidated federal income Tax return (other than a group the
common parent of which is the Company) or (B) has an liability for the Taxes of any other Person (other than the Company or any of its
Subsidiaries) under Treasury Regulation §1.1502-6 (or any similar provision of state, local or foreign law), as a transferee or successor, by
contract, or otherwise.

(1) Neither the Company nor any Subsidiary will be required to include any item of income in, or exclude any item of deduction from, taxable
income for any taxable period (or portion thereof) ending after the Closing Date as a result of (A) a change in method of accounting for a taxable
period ending on or prior to the Closing Date, (B) any closing agreement, as described in Section 7121 of the Code (or any corresponding
provision of state, local or foreign income Tax law), (C) any installment sale or open transaction disposition made on or prior to the Closing
Date, or (D) any prepaid amount received on or prior to the Closing Date.

(j) The Company is not and has not been at any time during the 5-year period ending on the Closing Date a United States real property holding
corporation within the meaning of Section 897 of the Code.

(k) For purposes of this Agreement: (i) _Affiliated Group shall mean an affiliated group as defined in Code §1504 (or any similar combined,
consolidated or unitary group defined under state, local or foreign Income Tax law), (ii) _Taxes shall mean: (A) all federal, state, local or foreign
taxes, charges, fees, imposts, levies or other assessments; and (B) all interest, penalties, fines, additions to tax or additional amounts imposed by
any Taxing Authority in connection with any item described in clause (A) of this sentence; and (iii)__Tax Returns shall mean any return, report,
claim for refund, estimate, information return or statement, tax election or other similar document relating to, filed, or required to be filed with
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SECTION 3.11 Employee Benefits and Labor Matters.

(a) Section 3.11(a) of the Company Disclosure Schedule sets forth a list, separately with respect to each country in which the Company or any of
its Subsidiaries has employees, of all Company Plans (as defined below). _Company Plans shall mean the following as of the date of this
Agreement: (i) all employee benefit plans (as defined in Section 3(3) of the Employee Retirement Income Security Act of 1974, as amended
(_ERISA )); and (ii) all other employee benefit plans, programs, policies, agreements or arrangements, that in the case of either clause (i) or clause
(ii) of this sentence: (A) providing for bonus or other incentive compensation, equity or equity-based compensation, retirement benefit, deferred
compensation, change in control rights or benefits, termination or severance benefits, stock purchase, sick leave, vacation pay, salary
continuation, hospitalization, medical insurance, life insurance, fringe benefits or other compensation; and (B) to which the Company or any of
its Subsidiaries or any of its ERISA Affiliates maintains, contributes to or has any obligation or liability (contingent or otherwise) thereunder for
current or former directors, officers or employees of the Company or any of its Subsidiaries (the _Employees ) or to which the Company or any of
its Subsidiaries has any obligation or liability (contingent or otherwise); provided, however, that neither a Governmental Program nor any plan,
agreement or arrangement providing for at will employment which can be terminated without liability in excess of $50,000 shall constitute a
Company Plan. _Governmental Program shall mean a plan, program or other arrangement to which the Company or its Subsidiaries is required to
contribute by applicable Law; for clarity and not by way of limitation, payments by the Company pursuant to The Federal Insurance
Contributions Act are payments to a Governmental Program. As of the date of this Agreement no Company Plan which is subject to ERISA is a
multiemployer plan, as defined in Section 3(37) or 4001(a)(3) of ERISA (a_Multiemployer Plan ), or is or has been subject to Sections 4063 or
4064 of ERISA.

(b) True, current and complete copies of the following documents, with respect to each of the Company Plans, have been delivered or made
available to Parent by the Company, to the extent applicable: (i) any plans (including all amendments thereto) and any related trust documents,
insurance contracts or other funding arrangements (including amendments thereto); (ii) the most recent Forms 5500 and all schedules thereto and
the most recent actuarial report, if any; (iii) the most recent IRS determination letter; and (iv) summary plan descriptions.

(c) The Company Plans are being and have been maintained, funded and administered in all material respects, in accordance with their terms and
with all applicable provisions of ERISA, the Code and other applicable Laws.

(d) Each Company Plan that is intended to meet the requirements for country specific tax-favored treatment under Subchapter B of Chapter 1 of
Subtitle A of the Code (in the case of tax-favored treatment for US federal income tax purposes) or other applicable Laws (other than the Laws
of the United States or jurisdictions located within the United States and its territories) meets such requirements, including: (i) any Company
Plans intended to qualify under Section 401 of the Code are so qualified; and (ii) any trusts intended to be exempt from federal income taxation
under Section 501 of the Code are so exempt. Nothing has occurred or is reasonably expected to occur with respect to the operation of the
Company Plans that, notwithstanding the taking of corrective action by the Company, would reasonably be expected to cause the loss of such tax
favored treatment, qualification or exemption, or the imposition of any liability, penalty or tax under ERISA, the Code or other applicable Law.

(e) Neither the Company, nor any of its Subsidiaries nor any other Person who is treated as a single employer together with the Company or any
of its Subsidiaries pursuant to Section 414(b), (c), (m) (o) of ERISA (all of the foregoing, _ ERISA Affiliates ) maintains, sponsors, contributes to,
has any obligation to contribute to, or has any liability or potential liability under or with respect to (i) any defined benefit plan as defined in
Section 3(35) of ERISA or any other plan subject to the funding requirements of Section 412 of the Code or Section 302 of Title IV of ERISA,

or (ii) any Multiemployer Plan. Neither the Company nor any Subsidiaries nor any of their ERISA Affiliates have any liability or potential
liability to the Pension Benefit Guaranty Corporation or otherwise under Title IV of ERISA.
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(f) With respect to each Company Plan, all contributions (including all employer contributions and employee salary reduction contributions) that
are due have been made within the time periods prescribed by ERISA and the Code, and all contributions for any period ending on or before the
Closing Date that are not yet due have been made or properly accrued. All premiums or other payments for all periods ending on or prior to the
Closing Date have been paid or properly accrued with respect to each Company Plan that is an employee welfare benefit plan (as defined in
Section 3(1) of ERISA). As of the date of this Agreement, none of the Company Plans has any material unfunded liabilities that are not
accurately reflected on the latest balance sheet included in the Filed Company SEC Documents.

(g) Neither the Company nor any of its Subsidiaries or ERISA Affiliates, or any organization to which the Company is a successor or parent
corporation within the meaning of Section 4069(b) of ERISA, has engaged in any transaction within the meaning of Section 4069 or 4212(c) of
ERISA as to which the Company or any of its Subsidiaries has any obligation or liability, contingent or otherwise.

(h) None of the Company Plans provide for post-employment life or health insurance, or other welfare benefits coverage for any participant or

any beneficiary of a participant, except as may be required under the Consolidated Omnibus Budget Reconciliation Act of 1985, as amended
(_COBRA ) or other applicable Laws. Each of the Company and any ERISA Affiliate which maintains a group health plan within the meaning
Section 5000(b)(1) of the Code has complied with the requirements of Section 4980B of the Code, COBRA, Part 6 of Subtitle B of Title I of
ERISA and any similar statute.

(1) Except as provided in any Company Stock Plan or in any employment agreement disclosed in the Company Disclosure Schedule, neither the
execution and delivery of this Agreement nor the consummation of the Transactions will: (i) result in any payment becoming due to any
Employee; (ii) increase any benefits otherwise payable under any Company Plan; or (iii) result in the acceleration of the time of payment or
vesting of any such benefits under any such plan.

(j) No stock or other security issued by the Company or any of its Subsidiaries forms a material part of the assets of any Company Plan. For
purposes of this Section 3.11(j), a Company Stock Plan shall not be deemed to be a Company Plan.

(k) None of the current Employees is represented in his or her capacity as an employee of the Company or any of its Subsidiaries by any labor
organization or works council or similar representative. Neither the Company nor any of its Subsidiaries has recognized any labor organization,

nor has any labor organization been elected as the collective bargaining agent of any Employees, nor is the Company or any of its Subsidiaries a
party to any collective bargaining agreement or union contract recognizing any labor organization as the bargaining agent of any Employees.

There is no union organization activity involving any of the Employees, pending or, to the Knowledge of the Company, threatened in writing.

There is no picketing, pending or, to the Knowledge of the Company, threatened in writing, and there are no strikes, slowdowns, work

stoppages, lockouts, arbitrations or other similar labor disputes involving any of the Employees pending or, to the Knowledge of the Company,
threatened in writing. There has been no mass layoff or plant closing (as defined by the Worker Adjustment and Retraining Notification Act and
any similar state or local mass layoff or plant closing law) with respect to the Company or any of its Subsidiaries since January 1, 2003. To the
Knowledge of the Company, there is no unfair labor practice charge or other complaint pending or threatened in writing against the Company or

any of its Subsidiaries before the National Labor Relations Board or the Equal Employment Opportunity Commission or any other agency
responsible for the prevention of unlawful employment practices. To the Knowledge of the Company, as of the date hereof, no executive officer

or other key employee of the Company or any of its Subsidiaries is a party to or bound by any noncompetition, employment or consulting

agreement that would reasonably be expected to have an adverse effect on the performance by such executive officer or key employee of any of

his duties or responsibilities as an executive officer or key employee of the Company or such Subsidiary, as applicable.
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SECTION 3.12 Environmental Matters.

(a) The Company and each of its Subsidiaries has complied and is in compliance in all material respects with all applicable Environmental Laws.
Neither the Company nor any of its Subsidiaries has received any notice of any obligation, liability, order, settlement, judgment, injunction or
decree relating to or arising under Environmental Laws. To the Knowledge of the Company, no facts, circumstances or conditions exist with
respect to the Company or any of its Subsidiaries that would, individually or in the aggregate, reasonably be expected to give rise to
Environmental Liabilities to the Company or its Subsidiaries in excess of $500,000.

(b) The Company has made available to Parent copies of all environmentally related audits, studies, reports, analyses and results of
investigations that are in the Company s or any of its Subsidiaries possession or under its or their reasonable control with respect to currently or
previously owned, leased or operated properties of the Company or any of its Subsidiaries.

(c) Except to the extent the following would not, individually or in the aggregate, reasonably be expected to give rise to Environmental
Liabilities in excess of $500,000, to the Knowledge of the Company, there is not now, nor has there been in the past, on, in or under any real
property currently or previously owned, leased or operated by the Company or any of its Subsidiaries or its or their predecessors: (i) any
underground storage tanks, above-ground storage tanks, dikes or impoundments; (ii) any asbestos-containing materials; (iii) any polychlorinated
biphenyls; (iv) any radioactive substances; or (v) any other substance that would give rise to any liabilities or investigative, corrective or
remedial obligations pursuant to any Environmental Laws.

(d) For purposes of this Agreement:

(i) _Environmental Laws means all Laws relating in any way to the environment, preservation or reclamation of natural resources, the presence,
management or Release of, or exposure to, Hazardous Materials, or to human health and safety, including the Comprehensive Environmental
Response, Compensation and Liability Act (42 U.S.C. § 9601 et seq.), the Hazardous Materials Transportation Act (49 U.S.C. App. § 1801 gt
seq.), the Resource Conservation and Recovery Act (42 U.S.C. § 6901 et seg.), the Clean Water Act (33 U.S.C. § 1251 et seq.), the Clean Air
Act (42 U.S.C. § 7401 et seq.), the Toxic Substances Control Act (15 U.S.C. § 2601 et seq.), the Federal Insecticide, Fungicide and Rodenticide
Act (7 U.S.C. § 136 et seq.), and the Occupational Safety and Health Act (29 U.S.C. § 651 gt seq.), as each has been amended and the
regulations promulgated pursuant thereto and all analogous state, local or foreign laws and regulations.

(i1) _Environmental Liabilities means, with respect to any Person, all liabilities, obligations, responsibilities, remedial actions, losses, damages,
costs and expenses (including all reasonable fees, disbursements and expenses of counsel, experts and consultants and costs of investigation and
feasibility studies), fines, penalties, sanctions and interest incurred as a result of any claim or demand by any other Person or arising under any
Environmental Law, in any case to the extent based upon or arising under any Environmental Law, environmental Permit or order or agreement
with any Governmental Authority or other Person under Environmental Laws.

(iii) _Hazardous Materials means any material, substance of waste that is regulated, classified, or otherwise characterized under or pursuant to any
Environmental Law as hazardous, toxic, pollutant, contaminant, radioactive or words of similar meaning or effect, including petroleum and
by-products, asbestos, polychlorinated biphenyls, radon, urea formaldehyde insulation, chlorofluorocarbons and all other ozone-depleting

substances.
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SECTION 3.13 Contracts.

(a) Set forth in Section 3.13(a) of the Company Disclosure Schedule is a list of each of the following Contracts to which the Company or any of
its Subsidiaries is a party and under which the Company or any of its Subsidiaries has any rights or obligations as of the date of this Agreement:
(1) each Contract that would be required to be filed as an exhibit to a Registration Statement on Form S-1 under the Securities Act or an Annual
Report on Form 10-K under the Exchange Act if such registration statement or report was filed by the Company with the SEC on the date of this
Agreement; (ii) each Contract that limits, curtails or restricts in any material respect the ability of the Company or any of its Subsidiaries to
compete in any geographic area or line of business or that contains any most favored nation provisions granted by the Company or any of its
Subsidiaries; (iii) each joint venture or other similar agreement or other Contract involving the purchase or disposition of any business or any
material assets; (iv) each indemnification, employment or other Contract with any director, officer or other Affiliate of the Company or its
Subsidiaries; (v) each loan or credit agreement, mortgage, indenture, note or other Contract or instrument evidencing indebtedness for borrowed
money by the Company or any of its Subsidiaries or any Contract or instrument pursuant to which indebtedness for borrowed money is
guaranteed by the Company or any of its Subsidiaries or any Contract relating to the mortgaging, pledging or otherwise placing a Lien on any
material asset or material group of assets of the Company or any of its Subsidiaries; (vi) each Contract under which the Company or any of its
Subsidiaries has advanced or loaned any amount to any third party (excluding, for avoidance of doubt, trade accounts receivable incurred in the
ordinary course of business), (vii) each customer or supply Contract (including customer maintenance and hosting Contracts) of the Company or
any Subsidiary of the Company that involved payments to or from the Company or any Subsidiary of the Company in fiscal year 2004 in excess
of $100,000 or for which payments to or from the Company or any Subsidiary in fiscal year 2005 are reasonably expected to be in excess of
$100,000; (viii) each single source supply Contract of the Company or any Subsidiary of the Company; (ix) each exclusive sales representative
or distribution Contract; (x) each collective bargaining agreement; (xi) each lease or rental Contract involving real property; (xii) each lease or
rental Contract involving personal property and payments in excess of $100,000 per year; (xiii) each Contract pursuant to which the Company or
any of its Subsidiaries receives consulting services that is not terminable by the Company or such Subsidiary on notice of 60 days or less; (xiv)
each warranty agreement with respect to the Company s or its Subsidiaries services or products, other than warranties granted in the ordinary
course of business; and (xv) each commitment or agreement to enter into any of the foregoing (each Contract required to be listed on Section
3.13(a) of the Company Disclosure Schedule and each Contract required to be listed on Section 3.16(a) of the Company Disclosure Schedule
which, in the case of Section 3.16(a), is material to the business of the Company and its Subsidiaries, taken as a whole, being referred to as a

Material Contract ). The Company has made available to Parent copies of each Material Contract in existence as of the date of this Agreement,
together with all amendments and supplements thereto.

(b) Each of the Material Contracts is valid, binding and in full force and effect and is enforceable in accordance with its terms by the Company
and its Subsidiaries party thereto, subject to the Bankruptcy and Equity Exception. Neither the Company nor any of its Subsidiaries is in default
in any material respect under any Material Contract, nor, to the Knowledge of the Company, does any condition exist that, with notice or lapse
of time or both, would constitute a default in any material respect thereunder by the Company or its Subsidiaries party thereto. To the
Knowledge of the Company, no other party to any Material Contract is in default in any material respect thereunder, nor does any condition exist
that with notice or lapse of time or both would constitute a default in any material respect by any such other party thereunder.

SECTION 3.14 Real Property.

(a) None of the Company or its Subsidiaries own any real property.

(b) Section 3.14(b) of the Company Disclosure Schedule identifies each Contract pursuant to which the Company or any of its Subsidiaries
leases real property to or from any other Person as of the date of this
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Agreement. All real property leased to the Company or any of its Subsidiaries, including all buildings, structures, fixtures and other

improvements leased to the Company or any of its Subsidiaries, are referred to as the _Company Real Property. The present use and operation of
the Company Real Property is authorized by, and is in compliance in all material respects with, all applicable zoning, land use, building, fire,
health, labor, safety and other Laws.

SECTION 3.15 Title to Properties. The Company and each of its Subsidiaries: (a) has good title to all properties and other assets which are
reflected on the unaudited consolidated balance sheet of the Company and its Subsidiaries as of September 30, 2004 as being owned by the
Company or one of its Subsidiaries (or acquired after the Balance Sheet Date) and which are, individually or in the aggregate, material to the
business of the Company and its Subsidiaries taken as a whole (except properties sold or otherwise disposed of since the Balance Sheet Date in
the ordinary course of business consistent with past practice and not in violation of this Agreement), free and clear of all Liens except Permitted
Liens; and (b) is the lessee or sublessee of all leasehold estates and leasehold interests reflected in the Filed Company SEC Documents (or
acquired after the Balance Sheet Date) which are, individually or in the aggregate, material to the business of the Company and its Subsidiaries
taken as a whole (other than any such leaseholds whose scheduled terms have expired subsequent to the date of such Filed Company SEC
Documents). The Company and each of its Subsidiaries enjoys peaceful and undisturbed possession under all such leases in all material respects.

SECTION 3.16 Intellectual Property.

(a) Section 3.16(a) of the Company Disclosure Schedule sets forth a complete and correct list (as of the date of this Agreement) of all the
following Intellectual Property: (i) all Software currently owned, and licensed or sold, by the Company or any of its Subsidiaries (the _Software
Products ), listed by product line and the most recently released version level, (ii) all patented and registered Intellectual Property and all
applications therefor, (iii) all material unregistered trademarks and service marks, (iv) other than customer contracts and marketing, alliance or
partner program agreements entered into in the ordinary course of business, all license agreements to which the Customer or any of its
Subsidiaries is a licensor of Intellectual Property, (v) all software license agreements in which the Company or any of its Subsidiaries is a
licensee of Software (other than open-source software): (a) which the Company or any of its Subsidiaries embeds, integrates, redistributes,
resells or otherwise sublicenses with Software Products (_Bundled Software ), or (b) used by the Company to support the development of its
Software Products (other than commercially available off-the-shelf Software purchased or licensed for less than a total cost of $25,000)
(_Development Software ), (vi) all patent license agreements in which the Company or any of it Subsidiaries is a licensee of any patents or patent
applications, (vii) all trademark license agreements in which the Company or any of its Subsidiaries is a licensee of any trademarks or service
marks (it being understood that marketing agreements and alliance program agreements, which may contain limited trademark licenses, are not
considered trademark license agreements for purposes hereof), (viii) all settlement agreements relating to Intellectual Property entered into by
the Company or any of its Subsidiaries, (ix) all standstill and consent agreements entered into by the Company or any of its Subsidiaries relating
to trademarks, (x) all standalone intellectual property indemnification agreements entered into by the Company or any of its Subsidiaries, and
(xi) all standalone source code escrow agreements entered into by the Company or any of its Subsidiaries pursuant to which the source code for
any of the Software Products has been deposited with a third-party escrow agent by the Company or any of its Subsidiaries. For avoidance of
doubt, the Company is not required to list in Section 3.16(a) of the Disclosure Schedule any customer contracts or marketing, alliance or partner
program agreements entered into in the ordinary course of business, any confidentiality or nondisclosure agreements, any software license
agreements for third-party software that is not Bundled Software or Development Software, or any employee confidentiality and proprietary
rights agreements.

(b) The Company and its Subsidiaries are the sole and exclusive owners of (including with respect to Schedules 3.16(a)(d) to 3.16(a)(iv) of the
Company Disclosure Schedule), or have a valid right to use, sell or license (including with respect to Schedule 3.16(a)(v-vii)), as the case may
be, all Intellectual Property necessary to enable the Company and its Subsidiaries to conduct their business in the manner in which such
businesses are
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currently being conducted (collectively, the _Company Intellectual Property ). The Company Intellectual Property owned by the Company and its
Subsidiaries is not subject to any Lien (other than Permitted Liens).

(c) To the Knowledge of the Company, the products and operation of the business of the Company and its Subsidiaries and the use of the
Company Intellectual Property in connection therewith do not infringe, misappropriate, constitute an unauthorized use of or otherwise violate
any Intellectual Property right of any third party. Since January 1, 2002 the Company and its Subsidiaries have not received any written notices
alleging or claiming that the Company and its Subsidiaries are infringing, misappropriating, making unlawful use of or otherwise violating any
Intellectual Property from any third party, or any written demands or offers to license patents with regard to which the Company consulted with
outside patent counsel.

(d) As of the date of this Agreement, neither the Company nor any of its Subsidiaries has licensed any of the Company Intellectual Property to
any Person on an exclusive basis, nor has the Company or any of its Subsidiaries entered into any Contract limiting its ability to exploit fully any
of the Company Intellectual Property owned by the Company and its Subsidiaries (excluding Intellectual Property licensed on a nonexclusive
basis to customers in the ordinary course of business).

(e) No non-public, proprietary Company Intellectual Property owned by the Company and its Subsidiaries that is material to the business of the
Company and its Subsidiaries taken as a whole as currently conducted, has been authorized to be disclosed or, to the Knowledge of the
Company, actually disclosed by the Company or any of its Subsidiaries to any employee or third party other than pursuant to a non-disclosure
agreement or other confidentiality obligations that protect the proprietary interests of the Company and its Subsidiaries in and to such Company
Intellectual Property. The Company and its Subsidiaries have entered into written confidentiality and proprietary rights agreements with all of its
past and present employees who made material contributions to the development of the Software Products or other Company Intellectual
Property acknowledging the Company or Subsidiary ownership of all Software Products, inventions and other Intellectual Property created or
developed by its employees within the scope of their employment. The Company and its Subsidiaries have taken reasonable security measures to
protect the confidentiality of confidential Company Intellectual Property owned by the Company and its Subsidiaries. The Company and its
Subsidiaries have also taken reasonable security measures to protect the confidentiality of, and have not disclosed or authorized the disclosure
of, any confidential, proprietary Company Intellectual Property that is not owned by the Company and its Subsidiaries, except for instances in
which the failure to take such security measures, or the disclosure of or authorization to disclose such Company Intellectual Property, did not
breach any legal duty owed by the Company or any of its Subsidiaries to a third party with respect to such Company Intellectual Property.

(f) To the Knowledge of the Company, all material Intellectual Property owned by the Company or any of its Subsidiaries is valid and
enforceable (except with respect to items for which applications are pending). The Company and its Subsidiaries have not engaged in any patent
or copyright misuse that would prevent the Company and its Subsidiaries from enforcing their patents or copyrights. No claim by any third party
contesting the ownership of any registered Company Intellectual Property owned by the Company and its Subsidiaries or Company Intellectual
Property owned by the Company and its Subsidiaries that relates to the Software Products, or the validity or enforceability of any issued patent,
registered trademark, or copyright owned by the Company and its Subsidiaries, is currently outstanding or, to the Knowledge of the Company, is
threatened in writing. As of the date of this Agreement, no claim by any third party contesting the ownership of any Company Intellectual
Property owned by the Company and its Subsidiaries that does not relate to the Software Products, or the validity or enforceability of any
pending patent or trademark application of the Company and its Subsidiaries, is currently outstanding or, to the Knowledge of the Company, is
threatened in writing.

(g) To the Knowledge of the Company as of the date of this Agreement, no third party is infringing, violating, misusing or misappropriating any
material Intellectual Property of the Company or any of its Subsidiaries, and no such claims have been made against a third party by the
Company or any of its Subsidiaries since January 1, 2002 (other than claims which have been resolved to the satisfaction of the Company).
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(h) The sale or licensing of the Software Products, including without limitation, any Bundled Software, is not governed, in whole or in part, by
the terms of the GNU General Public License or any other license requiring the Company to disclose source code which it normally holds in
confidence. There are no viruses, worms, or Trojan horses in any of the Software Products (other than any viruses, worms or Trojan horses that
may have been introduced to the Software Products after the Software Products were shipped or delivered by the Company or a Subsidiary of
the Company). The Company is in possession of the source code (if permitted under an applicable license) and object code for all Bundled
Software and Development Software, and all related documentation, necessary for the effective use, maintenance and other exploitation of such
Software.

(1) The Software Products and all Development Software owned by the Company or its Subsidiaries were: (i) developed by employees of the
Company or any of its Subsidiaries working within the scope of their employment; (ii) developed by officers, directors, agents, consultants,
contractors, subcontractors or others who have executed written agreements containing assignment provisions in favor of the Company or a
Subsidiary of the Company as assignee that have conveyed to the Company or a Subsidiary of the Company ownership of all of such person s
Intellectual Property rights in the Software Products (other than rights, such as moral rights, that cannot be assigned as a matter of law); or (iii)
acquired in connection with acquisitions made by the Company and its Subsidiaries. All material Software Product customizations developed by
the Company or its Subsidiaries for its customers are owned by the Company or its Subsidiaries or licensed back to the Company or a Subsidiary
of the Company by the customer.

(j) Except for source code escrow provisions and agreements which the Company or its Subsidiaries may have undertaken in the ordinary course
of business, the Company and its Subsidiaries have not disclosed any material portion of the source code for any of the Software Products to any
third party and to the Knowledge of the Company, no third party has asserted any right to access any source code for any of the Software
Products, including pursuant to any release provision of any source code escrow provisions or agreements.

(k) The Company and its Subsidiaries have collected, used, imported, exported and protected all personally identifiable information relating to
individuals or customers in accordance with their own privacy policies and in compliance in all material respects with applicable law, including
those governing the flow of such information across national borders.

SECTION 3.17 Insurance. Section 3.17 of the Company Disclosure Schedule sets forth a list of all material insurance policies of the Company
and its Subsidiaries as of the date of this Agreement (the _Policies ) and a description of the type of insurance covered by the Policies, the dollar
limit of the Policies and the annual premiums for the Policies. The Policies are in full force and effect. Neither the Company nor any of its
Subsidiaries is in material breach or default, and neither the Company nor any of its Subsidiaries have taken any action or failed to take any
action which, with notice or the lapse of time, would constitute such a breach or default, or permit termination or modification of any of the
Policies. No notice of cancellation or termination has been received by the Company with respect to any such Policy (except with respect to
Policies that have been replaced with similar policies). Neither the Company nor any of its Subsidiaries maintains any material self-insurance or
co-insurance programs. Neither the Company nor any of its Subsidiaries has any disputed claim or claims with any insurance provider relating to
any claims for insurance coverage under any of the Policies.

SECTION 3.18 Opinion of Financial Advisor. Credit Suisse First Boston LLC (_CSFB ) has delivered its opinion to the effect that subject to the
various assumptions and qualifications set forth therein, the Per Share Amount is fair from a financial point of view to the stockholders of the
Company (the _Fairness Opinion ), other than affiliates of the Company.

SECTION 3.19 Brokers and Other Advisors. Except for CSFB, the fees and expenses of which will be paid by the Company, no broker,

investment banker, financial advisor or other Person is entitled to any broker s, finder s, financial advisor s or other similar fee or commission, or
the reimbursement of expenses, in connection with the Transactions based upon arrangements made by or on behalf of the Company or any of its
Subsidiaries.
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The Company has delivered or made available to Parent a copy of the Company s engagement letter with CSFB, which letter describe all fees
payable to CSFB in connection with the Transactions, all agreements under which any such fees or any expenses are payable and all
indemnification and other agreements related to the engagement of CSFB by the Company.

SECTION 3.20 State Takeover Statutes. No fair price,  moratorium, control share acquisition,  business combination or other similar antitakeove
statute or regulation enacted under state or federal laws in the United States (with the exception of Section 203 of the DGCL (_Section 203 ))

applicable to the Company is applicable to the Merger or the other Transactions. Assuming the accuracy of the representations made in Section

4.8, the action of the Board of Directors of the Company in approving this Agreement (and the Transactions) and the voting agreements referred

to above (and the transactions contemplated thereby) is sufficient to render inapplicable to this Agreement (and the Transactions) and the voting
agreements referred to above (and the transactions contemplated thereby) the restrictions on business combinations (as defined in Section 203)

as set forth in Section 203.

SECTION 3.21 Related Party Transactions. To the Company s Knowledge as of the date of this Agreement, between the date of the Company s
last proxy statement filed with the SEC and the date of this Agreement, no event occurred that would be required to be reported by the Company
pursuant to Item 404 of Regulation S-K promulgated by the SEC.

SECTION 3.22 Change of Control. Section 3.22 of the Company Disclosure Schedule sets forth the amount of any compensation or
remuneration which is or may become payable to any employee of the Company or any of its Subsidiaries by the Company or any of its
Subsidiaries pursuant to any agreement or plan by reason, in whole or in part, of the execution and delivery of this Agreement or the
consummation of the Transactions, other than solely as a stockholder of the Company or as a holder of Options, Rights or Stock Awards.

ARTICLE 4

Representations and Warranties of Parent and Merger Sub

Parent and Merger Sub jointly and severally represent and warrant to the Company as follows:

SECTION 4.1 Organization, Standing and Corporate Power. Each of Parent and Merger Sub is a corporation duly organized, validly existing
and in good standing under the Laws of the jurisdiction in which it is incorporated.

SECTION 4.2 Authority: Noncontravention.

(a) Each of Parent and Merger Sub has all necessary corporate power and authority to execute and deliver this Agreement and to perform their
respective obligations hereunder and to consummate the Transactions. The execution, delivery and performance by Parent and Merger Sub of
this Agreement, and the consummation by Parent and Merger Sub of the Transactions, have been duly authorized and approved by their
respective Boards of Directors (and promptly following the execution hereof will be adopted by Parent as the sole stockholder of Merger Sub)
and no other corporate action on the part of Parent and Merger Sub is necessary to authorize the execution, delivery and performance by Parent
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and Merger Sub of this Agreement and the consummation by them of the Transactions. This Agreement has been duly executed and delivered by
Parent and Merger Sub and, assuming due authorization, execution and delivery hereof by the Company, constitutes a legal, valid and binding
obligation of each of Parent and Merger Sub, enforceable against each of them in accordance with its terms, subject to the Bankruptcy and
Equity Exception.

(b) Neither the execution and delivery of this Agreement by Parent and Merger Sub, nor the consummation by Parent or Merger Sub of the
Transactions, nor compliance by Parent or Merger Sub with any of the terms or
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provisions hereof, will: (i) conflict with or violate any provision of the certificate of incorporation or bylaws of Parent or Merger Sub; or (ii)
assuming that the authorizations, consents and approvals referred to in Section 4.3 are obtained and the filings referred to in Section 4.3 are
made: (A) violate any Law, judgment, writ or injunction of any Governmental Authority applicable to Parent or any of its Subsidiaries or any of
their respective properties or assets; or (B) violate, conflict with, result in the loss of any benefit under, constitute a default (or an event which,
with notice or lapse of time, or both, would constitute a default) under, result in the termination of or a right of termination or cancellation under,
accelerate the performance required by, or result in the creation of any Lien upon any of the respective properties or assets of, Parent or Merger
Sub or any of their respective Subsidiaries under, any of the terms, conditions or provisions of any Contract to which Parent, Merger Sub or any
of their respective Subsidiaries is a party, or by which they or any of their respective properties or assets may be bound or affected except, in the
case of clause (ii) of this sentence, for such violations, conflicts, losses, defaults, terminations, cancellations, accelerations or Liens as,
individually or in the aggregate, would not reasonably be expected to prevent or materially delay or materially impair the ability of Parent or
Merger Sub to consummate the Transactions (a _Parent Material Adverse Effect ).

SECTION 4.3 Governmental Approvals. Except for: (a) filings required under, and compliance with applicable requirements of, the Securities
Act and the Exchange Act; (b) the filing of the Certificate of Merger with the Secretary of State of the State of Delaware pursuant to the DGCL;
and (c) filings required under, and compliance with other applicable requirements of, the HSR Act and Foreign Antitrust Laws, no consents or
approvals of, or filings, declarations or registrations with, any Governmental Authority are necessary for the execution and delivery of this
Agreement by Parent and Merger Sub or the consummation by Parent and Merger Sub of the Transactions, other than such other consents,
approvals, filings, declarations or registrations that, if not obtained, made or given, would not, individually or in the aggregate, reasonably be
expected to have a Parent Material Adverse Effect.

SECTION 4.4 Information Supplied. The information furnished to the Company by or on behalf of Parent and Merger Sub for inclusion in the
Proxy Statement will not, at the time the Proxy Statement is first mailed to the stockholders of the Company and at the time of such Company
Stockholders Meeting, contain any untrue statement of a material fact or omit to state a material fact required to be stated therein or necessary to
make the statements therein, in light of the circumstances under which they were made, not misleading.

SECTION 4.5 Ownership and Operations of Merger Sub. Parent owns beneficially and of record all of the outstanding capital stock of Merger
Sub. Merger Sub was formed solely for the purpose of engaging in the Transactions, has engaged in no other business activities and has
conducted its operations only as contemplated hereby.

SECTION 4.6 Financing. Parent will obtain and have at the Effective Time, sufficient cash resources that, together with the cash that Parent may
be permitted to cause the Surviving Corporation to deposit with the Paying Agent immediately following the Effective Time in accordance with
the provisions of Section 2.3(a), will enable it to pay the aggregate Merger Consideration pursuant to this Agreement. Parent has provided the
Company a copy of the commitment letter from Golden Gate Private Equity, Inc. and the parties named therein addressed to Parent and the
Company relating to the financing to be provided in connection with the Transactions (the _Commitment Letter ). The Commitment Letter is in
full force and effect.

SECTION 4.7 Brokers and Other Advisors. No broker, investment banker, financial advisor or other Person is entitled to any broker s, finder s,
financial advisor s or other similar fee or commission in connection with the Transactions based upon arrangements made by or on behalf of
Parent or any of its Subsidiaries.

SECTION 4.8 Ownership of Company Capital Stock. Neither Parent nor Merger Sub own (within the meaning of Section 203) or have, within
the last three years, owned any shares of Company Capital Stock.
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ARTICLE 5

Covenants and Agreements

SECTION 5.1 Preparation of the Proxy Statement: Stockholder Meeting.

(a) As promptly as reasonably practicable following the date of this Agreement, the Company shall prepare and file the Proxy Statement with the
SEC. The Company shall use commercially reasonable efforts to: (i) respond to any comments on the Proxy Statement or requests for additional
information from the SEC with respect thereto as soon as practicable after receipt of any such comments or requests and to have the Proxy
Statement cleared by the SEC; and (ii) cause the Proxy Statement to be mailed to the stockholders of the Company as promptly as practicable
following clearance by the SEC. The Company shall promptly: (A) notify Parent upon the receipt of any such comments or requests; and (B)
provide Parent with copies of correspondence between the Company and its Representatives, on the one hand, and the SEC and its staff, on the
other hand, with respect to the Proxy Statement. Prior to responding to such comments or requests or the filing or mailing of the Proxy
Statement: (1) the Company shall provide Parent with a reasonable opportunity to review and comment on any drafts of the Proxy Statement and
related correspondence and filings; and (2) to the extent practicable, the Company and its outside counsel shall permit Parent and its outside
counsel to participate in communications with the SEC and its staff (including all meetings and telephone conferences) relating to the Proxy
Statement, this Agreement or any of the Transactions. Subject to Section 5.3(c), the Proxy Statement shall include the Company Board
Recommendation and a copy of the written opinion of CSFB referred to in Section 3.18. If at any time prior to the Company Stockholders
Meeting any event shall occur, or fact or information shall be discovered by the Company, that is required to be set forth in an amendment of or
a supplement to the Proxy Statement, the Company shall, in accordance with the procedures set forth in this Section 5.1(a), prepare and file with
the SEC such amendment or supplement as soon thereafter as is reasonably practicable and cause such amendment or supplement to be
distributed to the stockholders of the Company if and to the extent required by applicable Law. Parent agrees to furnish to the Company all
information concerning Parent and its Subsidiaries, officers, directors and stockholders as may be reasonably requested in connection with the
foregoing.

(b) The Company shall, as soon as practicable following the clearance of the Proxy Statement by the SEC, establish a record date for, duly call,
give notice of, convene and hold a meeting of its stockholders (the _Company Stockholders Meeting ) to obtain the Company Stockholder
Approval. Subject to Section 5.3(c), the Company shall, through its Board of Directors, make the Company Board Recommendation and, unless
the board of directors of the Company (or any committee thereof) shall have taken any of the actions referred to in the second sentence of
Section 5.3(c), shall use its commercially reasonable efforts to obtain the Company Stockholder Approval.

SECTION 5.2 Conduct of Business of the Company. Except as permitted or contemplated by this Agreement, as set forth on Schedule 5.2 or as
required by applicable Law, during the period from the date of this Agreement until the Effective Time, unless Parent otherwise consents in
writing (which consent will not be unreasonably withheld or delayed), the Company shall, and shall cause each of its Subsidiaries to: (x) conduct
its business in the ordinary course consistent with past practice; (y) use commercially reasonable efforts to comply in all material respects with
all applicable Laws and the requirements of all Material Contracts; and (z) use commercially reasonable efforts to: (i) maintain and preserve
intact its business organization and the goodwill of those having business relationships with it; and (ii) retain the services of its present officers
and key employees. Without limiting the generality of the foregoing, except as expressly permitted or contemplated by this Agreement, as set
forth on Schedule 5.2 or as required by applicable Law, during the period from the date of this Agreement until the Effective Time, the
Company shall not, and shall not permit any of its Subsidiaries to, unless Parent otherwise consents in writing (which consent will not, solely
with respect to clauses (b), (d), (e), (g), (), (), (k) and (m) below and, to the extent relating to the foregoing, clause (p) below, b
withheld or delayed):
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or rights convertible into, exchangeable or exercisable for or evidencing the right to subscribe for any shares of its capital stock, voting securities
or equity interests, or any rights, warrants, options, calls, commitments or any other agreements of any character to purchase or acquire any
shares of its capital stock, voting securities, equity interests or any securities or rights convertible into, exchangeable or exercisable for or
evidencing the right to subscribe for, any shares of its capital stock, voting securities or equity interests; provided, however, that the Company
may issue shares of Company Common Stock to participants in the ESPP in accordance with the terms thereof, or upon the exercise of options
to purchase shares of Company Common Stock, in each case that are outstanding on the date of this Agreement and in accordance with the terms
thereof; (ii) redeem, purchase or otherwise acquire any outstanding shares of Company Capital Stock, or any rights, warrants or options to
acquire any shares of Company Capital Stock, other than pursuant to any restricted stock purchase agreement or any similar Contract in
existence as of the date of this Agreement and disclosed to Parent; (iii) declare, set aside for payment or pay any dividend on, or make any other
distribution in respect of, any shares of Company Capital Stock or otherwise make any payments to its stockholders in their capacity as such
(other than dividends by a direct or indirect wholly owned Subsidiary of the Company to its parent); or (iv) split, combine, subdivide or
reclassify any shares of Company Capital Stock;

(b) establish or acquire any Subsidiary;

(c) incur any indebtedness for borrowed money or guarantee any indebtedness, other than borrowings from the Company by a direct or indirect
wholly owned Subsidiary of the Company or under the Company s and its Subsidiaries existing credit facilities, in any case in the ordinary
course of business consistent with past practice;

(d) sell, transfer, lease, license, mortgage, encumber or subject to any Lien (other than Permitted Liens) or otherwise dispose of (including
pursuant to a sale-leaseback transaction or an asset securitization transaction) any of its properties or assets (including securities of Subsidiaries)
to any Person, except: (i) licenses granted by the Company in the ordinary course of business to distributors, resellers and customers for
customers use of the Company s products and services; (ii) pursuant to Contracts in force at the date of this Agreement and disclosed to Parent;
or (iii) dispositions of obsolete assets;

(e) make any capital expenditures, except in the ordinary course of business consistent with past practice and in an amount not in excess of
$300,000 in the aggregate for the Company and its Subsidiaries taken as a whole during any three-consecutive month period;

(f) make any acquisition (by purchase of securities or assets, merger, consolidation or otherwise) of any other Person, business or division or
make any investment (by contribution to capital, property transfers, purchase of securities or otherwise) in, or loan (other than to its employees
for reimbursable travel and other business expenses incurred in the ordinary course of business consistent with past practice) to, or any guarantee
for the benefit of, any Person;

(g) make any advance to its employees (other than for reimbursable travel and other business expenses incurred in the ordinary course of
business consistent with past practice);

(h) increase in any manner the compensation of any of its directors, officers or employees, enter into any indemnification agreement (other than
agreements with persons who become directors and officers of the Company after the date of this Agreement in a form substantially similar to
indemnification agreements between the Company and its officers and directors as of the date of the agreement), enter into, establish or amend
any employment, consulting, retention, change in control, collective bargaining, bonus or other incentive compensation, profit sharing, health or
other welfare, pension, retirement, severance, deferred compensation or other compensation or benefit plan or agreement with, for or in respect
of any stockholder, director, officer, other employee or consultant, other than as required pursuant to applicable Law or the terms of agreements
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(1) hire any employee except for (i) the replacement of any current Employee whose employment with the Company or any of its Subsidiaries is
terminated for any reason (with such replacement employee receiving substantially similar or lesser compensation and benefits as such
terminated Employee) and (ii) the hiring of a new employee who does not replace any current Employee pursuant to clause (i) (A) the sum of
whose annual noncontingent cash compensation and annual target commission payments does not exceed $150,000 and (B) whose annual
noncontingent cash compensation and annual target commission payments, when aggregated with the annual noncontingent cash compensation
and annual target commission payments of all other such new employees, does not exceed $500,000;

(j) enter into, or materially amend, modify or supplement any Material Contract outside the ordinary course of business consistent with past
practice (except as may be necessary for the Company to comply with its obligations hereunder) or waive, release, grant, assign or transfer any
of its material rights or claims (whether such rights or claims arise under a Material Contract or otherwise) or settle any material litigation or
claim made against the Company;

(k) except for customer and reseller contracts entered into in the ordinary course of business, renegotiate or enter into any new license,
agreement or arrangement relating to any Intellectual Property sold or licensed by the Company or any of its Subsidiaries;

(1) make or change any material election concerning Taxes or Tax Returns (other than elections made in the ordinary course of business);

(m) make any material changes in financial or tax accounting methods, principles or practices or change an annual accounting period, except
insofar as may be required by a change in GAAP or applicable Law;

(n) amend the Company Charter Documents or the Subsidiary Documents;

(o) adopt a plan or agreement of complete or partial liquidation, dissolution, restructuring, recapitalization, merger, consolidation or other
reorganization; or

(p) agree, in writing or otherwise, to take any of the actions described in clauses (a) through (o) of this sentence.

SECTION 5.3 No Solicitation by the Company: Etc.

(a) The Company shall cause its and its Subsidiaries respective directors, officers, financial advisors, attorneys, accountants and agents to (and
the Company shall use commercially reasonable efforts to cause its and its Subsidiaries employees (other than officers and directors) to)
immediately cease any discussions or negotiations with any Person with respect to a Takeover Proposal pending on the date of this Agreement
(it being understood that commercially reasonable efforts with respect to the employees (other than officers and directors) of the Company and
its Subsidiaries shall mean causing such employees to comply with this sentence promptly after the Company discovers any noncompliance by
such employees). The Company shall cause its and its Subsidiaries respective directors, officers, financial advisors, attorneys, accountants and
agents not to (and the Company shall use commercially reasonable efforts to cause its and its Subsidiaries employees (other than officers and
directors) not to): (i) solicit, initiate or knowingly encourage the initiation of any proposals that constitute, or that would reasonably be expected
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to lead to, any Takeover Proposal; (ii) participate in any discussions with any third party regarding, or furnish to any third party any non-public
information with respect to, any Takeover Proposal (it being understood that commercially reasonable efforts with respect to the employees of
the Company and its Subsidiaries (other than officers and directors) shall mean causing such employees to comply with this sentence promptly
after the Company discovers any noncompliance by such employees); (iii) enter into any agreement, arrangement or understanding with respect
to, or otherwise endorse, any Takeover Proposal; or (iv) terminate, amend, modify or waive any material provision of any confidentiality or
standstill agreement to which the Company is a party (other than involving Parent or its affiliates); provided, however, that notwithstanding
anything to the contrary contained in this Section 5.3 or elsewhere in this
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Agreement, if the Company receives a bona fide written Takeover Proposal not solicited by the Company in violation of this Section 5.3 that the
Board of Directors of the Company (or any committee thereof) determines in good faith is reasonably likely to result in a Superior Proposal and
with respect to which the Board of Directors of the Company (or any committee thereof) determines in good faith, after consulting with outside
legal counsel, that the failure to take the following action would be inconsistent with its fiduciary duties to the Company s stockholders, then the
Company and its Subsidiaries and their respective directors, officers and Representatives may (but only prior to obtaining the Company
Stockholder Approval), in response to such Takeover Proposal: (A) enter into a confidentiality agreement with the Person making such Takeover
Proposal; (B) furnish non-public information with respect to the Company and its Subsidiaries to the Person making such Takeover Proposal
(and to such Person s Representatives), but only if: (1) such Person first enters into a confidentiality agreement with the Company; and (2)
concurrently with the delivery to such Person, the Company delivers to Parent all such information not previously provided to Parent; and (C)
participate in discussions and negotiations with such Person (and with such Person s Representatives) regarding such Takeover Proposal (and
take the actions referred to in clause (iv) of this sentence with respect to such Person and such Takeover Proposal in connection with such
discussions and negotiations). Solely for purposes of this Section 5.3(a), any action taken by a Person who is not an officer or director of the
Company or one of its Subsidiaries shall not be deemed to be an action taken by the Company or any of its Subsidiaries.

(b) In addition to the other obligations of the Company set forth in this Section 5.3, promptly (but in any event within one business day) after any
executive officer or director of the Company becomes aware that any proposal has been received by, any information has been requested from or
any discussions or negotiations have been sought to be initiated or continued with, the Company in respect of any Takeover Proposal, the
Company shall advise Parent of such proposal, request or other contact (including any terms and conditions thereof and the identity of the person
making such proposal, request or other contact and shall advise Parent of any amendments to such proposal or amendments proposed by the
Person making such Takeover Proposal). Prior to taking any of the actions referred to in the proviso of Section 5.3(a), the Board of Directors of
the Company shall notify Parent of any such action it proposes to take with respect to such Takeover Proposal. Without limiting the foregoing, at
least two business days prior to withdrawing or modifying the Company Board Recommendation or recommending a Takeover Proposal
pursuant to Section 5.3(c), the Board of Directors of the Company shall notify Parent of any such action it proposes to take and, during such two
business day period, the Board of Directors of the Company (or any committee thereof) shall negotiate in good faith with Parent with respect to
any revised proposal to acquire the Company Common Stock that Parent may make prior to or during such two business day period; provided,
however, that if the Board of Directors of the Company (or any committee thereof) determines in good faith after consulting with outside legal
counsel, that the failure to make such withdrawal, modification or recommendation within such two business day period would be inconsistent
with its fiduciary duties to the Company s stockholders, then such two business day period shall be such shorter period as the Board of Directors
of the Company (or any committee thereof) determines is not inconsistent with its fiduciary duties to the Company s stockholders (it being
agreed and understood that the foregoing proviso shall not apply to or in any way be deemed to shorten the two business day period described in
Section 7.1(e)(ii)).

(c) Except as permitted by this Section 5.3(c): (i) the Board of Directors of the Company shall not withdraw or modify, or propose publicly to
withdraw or modify, in a manner adverse to Parent, the Company Board Recommendation; (ii) neither the Board of Directors of the Company
nor any committee thereof shall approve or recommend, or propose publicly to approve or recommend, any Takeover Proposal; and (iii) neither
the Board of Directors of the Company nor any committee thereof shall authorize or cause the Company or any of its Subsidiaries to enter into
any letter of intent, agreement in principle, memorandum of understanding, merger, acquisition, purchase or joint venture agreement related to
any Takeover Proposal (other than a confidentiality agreement pursuant to Section 5.3(a)). Notwithstanding the foregoing or any other provision
of this Agreement: (A) the Board of Directors of the Company may withdraw or modify the Company Board Recommendation, any committee
of the Board of Directors of the Company may withdraw or modify its recommendation with respect to the Merger and the Board of Directors of
the Company (or any committee thereof) may recommend a Takeover Proposal, if the Board of Directors of the Company (or such committee)
determines in good faith after

A-26

Table of Contents 139



Edgar Filing: WESCO INTERNATIONAL INC - Form DEF 14A

Table of Conten

consulting with outside legal counsel, that the failure to make such withdrawal, modification or recommendation would be inconsistent with its
fiduciary duties to the Company s stockholders; and (B) the Board of Directors of the Company (or any committee thereof) may,
contemporaneously with the termination of this Agreement pursuant to Section 7.1(e)(ii), cause the Company to enter into a letter of intent,
agreement in principle, memorandum of understanding, merger, acquisition, purchase or joint venture agreement or other agreement related to
any Takeover Proposal.

(d) Nothing in this Section 5.3 shall prohibit the Board of Directors of the Company (or any committee thereof) from taking and disclosing to the
Company s stockholders a position contemplated by Rules 14d-9 and 14e-2(a) or Item 1012(a) of Regulation M-A promulgated under the
Exchange Act.

SECTION 5.4 Further Action: Efforts.

(a) Upon the terms and subject to the conditions set forth in this Agreement, each of the parties hereto shall, and shall cause their respective
Subsidiaries to, use commercially reasonable efforts to take, or cause to be taken, all actions necessary, proper and advisable under applicable
Laws to consummate the Transactions as promptly as practicable. In furtherance and not in limitation of the foregoing, each party hereto shall:
(1) make an appropriate filing of a Notification and Report Form pursuant to the HSR Act with respect to the Transactions as promptly as
practicable and supply as promptly as practicable any additional information and documentary material that may be requested pursuant to the
HSR Act; (ii) make any additional filings required by any applicable Competition Law and take all other actions reasonably necessary, proper or
advisable to cause the expiration or termination of the applicable waiting periods under the HSR Act or other Competition Laws, and comply
with applicable Foreign Antitrust Laws, as promptly as practicable; and (iii) subject to applicable Laws relating to access to and the exchange of
information, use commercially reasonable efforts to: (A) cooperate with each other in connection with any filing or submission and in
connection with any investigation or other inquiry under or relating to any Competition Law; (B) keep the other parties informed of any
communication received by such party from, or given by such party to, the Federal Trade Commission (the _ETC ), the Antitrust Division of the
Department of Justice (the _DQJ ) or any other Governmental Authority and of any communication received or given in connection with any
legal, administrative, arbitral or other proceeding by a private party, in each case regarding any of the Transactions; and (C) permit the other
parties hereto to review in advance any communication intended to be given by it to, and consult with the other parties in advance of any
meeting or conference with, the FTC, the DOJ or any such other Governmental Authority, and to the extent permitted by the FTC, the DOJ or
such other applicable Governmental Authority, give the other parties the opportunity to attend and participate in such meetings and conferences.

(b) In furtherance and not in limitation of the covenants of the parties contained in Section 5.4(a), in the event that any legal, administrative,
arbitral or other proceeding is instituted (or threatened to be instituted) by a Governmental Authority or private party challenging any of the
Transactions or in the event that any Governmental Authority shall otherwise object to any of the Transactions, each of Parent, Merger Sub and
the Company shall cooperate with each other and use its respective reasonable efforts: (i) to vigorously defend, contest and resist any such
proceeding; (ii) to have vacated, lifted, reversed or overturned any injunction, order, judgment, ruling or decree, whether temporary, preliminary
or permanent, that is in effect and that prohibits, prevents or restricts consummation of the Transactions; and (iii) to resolve objections.

SECTION 5.5 Public Announcements. The initial press release with respect to the execution of this Agreement shall be a joint press release to
be reasonably agreed upon by Parent and the Company. Thereafter, neither the Company nor Parent shall issue or cause the publication of any
press release or other public announcement (to the extent not previously issued or made in accordance with this Agreement) with respect to the
Merger, this Agreement or the other Transactions without the prior consent of the other party (which consent shall not be unreasonably withheld
or delayed), except: (a) as may be required by Law or by any applicable listing agreement with a national securities exchange or Nasdaq as
determined in the good faith judgment of the party proposing to make such release, in which case neither the Company nor Parent shall issue or
cause the
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publication of such press release or other public announcement without prior consultation with the other party, to the extent practicable; and (b)
as may be consistent with actions taken by the Company or its Board of Directors (or any committee thereof) pursuant to Section 5.3(c).

SECTION 5.6 Access to Information: Confidentiality. Subject to applicable Laws relating to access to and the exchange of information (and
solely to the extent reasonably necessary to consummate the Transactions or plan the post-Closing integration of Parent and the Company): (a)
the Company shall, and shall cause each of its Subsidiaries to, afford to Parent and Parent s Representatives reasonable access during normal
business hours and on reasonable advance notice to the Company s and its Subsidiaries properties, books, records and Representatives; and (b)
the Company shall furnish (or otherwise make available, including through the SEC EDGAR system) promptly to Parent: (i) a copy of each
report, schedule and other document filed, furnished or received by it or any of its Subsidiaries pursuant to the requirements of Federal or state
securities Laws; and (ii) all other information concerning its and its Subsidiaries business, properties and personnel as Parent may reasonably
request for the purposes referred to above. Except for disclosures permitted by the terms of the letter agreement, dated as of February 9, 2005,
between Parent and the Company (as it may be amended from time to time, the _Non-Disclosure Agreement ), Parent shall hold information
received from the Company pursuant to this Section 5.6 in confidence in accordance with the terms of the Non-Disclosure Agreement. No
investigation, or information received, pursuant to this Section 5.6 will affect or modify any of the representations and warranties of the
Company.

SECTION 5.7 Notification of Certain Matters. The Company shall use reasonable efforts to give prompt notice to Parent, and Parent shall use
reasonable efforts to give prompt notice to the Company, of: (a) any notice or other communication received by such party from any
Governmental Authority in connection with the Transactions, if the subject matter of such communication would reasonably be expected to be
material to the Company, the Surviving Corporation or Parent; (b) any investigation or legal, administrative, arbitral or other proceeding relating
to the Transactions, to such party s Knowledge, commenced or threatened against such party or any of its Subsidiaries; (c) the discovery of any
fact or circumstance that, or the occurrence or non-occurrence of any event the occurrence or non-occurrence of which, would cause or would
reasonably be expected to cause any representation or warranty made by such party contained in this Agreement: (i) that is qualified as to
materiality or Material Adverse Effect to be untrue; and (ii) that is not so qualified to be untrue in any material respect; and (d) any material
failure of such party to comply with or satisfy any covenant or agreement to be complied with or satisfied by it hereunder; provided, however,
that the delivery of any notice pursuant to this Section 5.7 shall not (nor shall any information provided pursuant to Section 5.6)): (A) be
considered in determining whether any representation or warranty is true for purposes of Article 6 or Article 7; (B) cure any breach or
non-compliance with any other provision of this Agreement; or (C) limit the remedies available to the party receiving such notice; provided,
further, that the failure to deliver any notice pursuant to this Section 5.7 shall not be considered in determining whether the condition set forth in
Section 6.2(b) or Section 6.3(b) has been satisfied or the related termination right in Article 7 is available.

SECTION 5.8 Indemnification and Insurance.

(a) From and after the Effective Time, the Surviving Corporation shall (and Parent shall cause the Surviving Corporation to) indemnify, defend
and hold harmless, and advance expenses to, the individuals who at or prior to the Effective Time were directors or officers of the Company or

any of its Subsidiaries (collectively, the _Indemnitees ) with respect to all acts or omissions by them in their capacities as such at any time prior to
the Effective Time, to the fullest extent required by: (i) the Company Charter Documents as in effect on the date of this Agreement; and (ii) any
applicable contract as in effect on the date of this Agreement which is disclosed to Parent.

(b) Without limiting the provisions of Section 5.8(a), during the period commencing with the Closing and ending on the sixth anniversary of the
Effective Time, Parent shall: (i) indemnify and hold harmless each Indemnitee against and from any costs or expenses (including reasonable
attorneys fees), judgments, fines,
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losses, claims, damages, liabilities and amounts paid in settlement in connection with any claim, action, suit, proceeding or investigation,
whether civil, criminal, administrative or investigative, to the extent such claim, action, suit, proceeding or investigation arises out of or pertains
to: (A) any action or omission or alleged action or omission in such Indemnitee s capacity as a director, officer or employee of the Company or
any of its Subsidiaries; or (B) any of the Transactions; and (ii) pay in advance of the final disposition of any such claim, action, suit, proceeding
or investigation the expenses (including attorneys fees) of any Indemnitee upon receipt of an undertaking by or on behalf of such Indemnitee to
repay such amount if it shall ultimately be determined that such Indemnitee is not entitled to be indemnified. Notwithstanding anything to the
contrary contained in this Section 5.8(b) or elsewhere in this Agreement, neither Parent nor the Surviving Corporation shall settle or compromise
or consent to the entry of any judgment or otherwise seek termination with respect to any claim, action, suit, proceeding or investigation for
which indemnification may be sought under this Section 5.8(b) unless such settlement, compromise, consent or termination includes an
unconditional release of all Indemnitees from all liability arising out of such claim, action, suit, proceeding or investigation.

(c) Parent will provide, or cause the Surviving Corporation to provide, for a period of not less than six years after the Effective Time, the
Indemnitees who are insured under the Company s directors and officers insurance and indemnification policy with an insurance and
indemnification policy that provides coverage for events occurring at or prior to the Effective Time (the _D&O Insurance ) that is no less
favorable than the existing policy of the Company or, if substantially equivalent insurance coverage is unavailable, the best available coverage;
provided, however, that Parent and the Surviving Corporation shall not be required to pay an annual premium for the D&O Insurance in excess
of 200% of the annual premium currently paid by the Company for such insurance; provided, further, that if the annual premiums of such
insurance coverage exceed such amount, Parent or the Surviving Corporation shall be obligated to obtain a policy with the greatest coverage
available for a cost not exceeding such amount.

(d) The Indemnitees to whom this Section 5.8 applies shall be third party beneficiaries of this Section 5.8. The provisions of this Section 5.8 are
intended to be for the benefit of each Indemnitee, his or her heirs and his or her representatives.

(e) In the event that the Surviving Corporation or any of its successors or assigns consolidates with or merges into any other Person and shall not
be the continuing or surviving corporation or entity of such consolidation or merger or transfers or conveys all or a majority of its properties and
assets to any Person, then, and in each such case, proper provision shall be made so that the successors and assigns of the Surviving Corporation
shall succeed to the obligations set forth in this Section 5.8.

SECTION 5.9 Securityholder Litigation. The Company shall give Parent the opportunity to participate in the defense or settlement of any
securityholder litigation against the Company and/or its directors relating to the Transactions, and no settlement or any such litigation shall be
agreed to without Parent s prior consent (which consent shall not be unreasonably withheld or delayed).

SECTION 5.10 Fees and Expenses. Whether or not the Merger is consummated, all fees and expenses incurred in connection with this
Agreement, the Merger and the Transactions shall be paid by the party incurring such fees or expenses.

SECTION 5.11 Employee Benefits.

(a) Unless Parent delivers written notice to the Company no later than five business days prior to the Effective Time providing otherwise, the
Company shall take all action necessary to terminate, or cause to be terminated, before the Effective Time, any Company Plan that is a 401(k)
plan or other defined contribution retirement plan or employee stock purchase plan. In the event Parent does not deliver such written notice, then
within ninety (90) days of the Closing Date, Parent shall, to the extent permitted by law, arrange for the
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employees of the Company who were eligible to participate in the Blue Martini Software, Inc. 401(k) Plan the opportunity to participate in a
plan described in Section 401(k) of the Code.

(b) From and after the Effective Time, the Surviving Corporation shall honor in accordance with their respective terms the employment and

other similar agreements between the Company and its Subsidiaries and their respective current employees that are set forth on Section 3.11(a)

of the Company Disclosure Schedule. Should Parent, at any time within the one year period following the Effective Time (such period of time,
the _Protected Period ), terminate one or more of the Company Plans (other than any equity-based Company Plan, to which the provisions of this
Section 5.12(b) shall not apply), then Parent shall at that time (the _Company Plan Termination Date ) include the employees of the Company and
its Subsidiaries in the corresponding welfare benefit plans and other employee benefit plans of Parent on the same basis and terms as Parent s
similarly situated employees participate. All such welfare benefit plans of Parent in which the employees of the Company or its Subsidiaries
participate after the Company Plan Termination Date pursuant to the preceding sentence shall provide credit for all service with the Company

and its Subsidiaries, to the same extent as such service was credited for such purpose by the Company and its Subsidiaries for such employees
under a similar Company Plan, including: (i) all employee benefit plans, programs, policies and fringe benefits to be provided to such employees
for purposes of eligibility and vesting; (ii) severance plans, programs and policies to be provided to such employees for purposes of calculating
the amount of each such employee s severance benefits; and (iii) vacation and sick leave plans, programs and policies for purposes of calculating
the amount of each such employee s vacation and sick leave. With respect to each employee benefit plan, program or policy of Parent or its
Subsidiaries thatis a welfare benefit plan (as defined in Section 3(1) of ERISA) in which employees of the Company or its Subsidiaries
participate following the Effective Time pursuant to this Section 5.11(b), Parent or its Subsidiaries shall: (A) cause there to be waived any
pre-existing condition or eligibility limitations; and (B) give effect, in determining any deductible and maximum out-of-pocket limitations
payable during the plan year in which the Effective Time occurs, to claims incurred and amounts paid by, and amounts reimbursed to,

employees of the Company and its Subsidiaries during such plan year under similar plans maintained by the Company and its Subsidiaries
immediately prior to the Effective Time.

(c) Notwithstanding anything in this Agreement to the contrary, nothing in this Section 5.11 shall impede or limit Parent, Merger Sub, the
Company or any of their Affiliates from terminating any of their employees at any time for any reason or no reason, subject to the provisions of
applicable Law and applicable Contracts, and nothing in this Section 5.11 is intended or shall confer on any person other than the parties to this
Agreement any rights or remedies or the status of a third party beneficiary hereunder.

ARTICLE 6

Conditions Precedent

SECTION 6.1 Conditions to Each Party s Obligation to Effect the Merger. The respective obligations of each party hereto to effect the Merger
shall be subject to the satisfaction (or waiver, if permissible under applicable Law) on or prior to the Closing Date of the following conditions:

(a) Stockholder Approval. The Company Stockholder Approval shall have been obtained in accordance with applicable Law and the Company
Charter Documents;

(b) Antitrust.
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(i) Any waiting period (and any extension of such period) under the HSR Act applicable to the Transactions shall have expired or shall have
been terminated;

(i1) The applicable filings, approvals or expiration or termination of any applicable waiting periods under Foreign Antitrust Laws in jurisdictions
in which such filings, approvals, expiration or termination are required by Law to be made, obtained, expired or terminated prior to the Closing,
shall
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have been made or obtained or shall have expired or been terminated, except where the failure to make such filing, obtain such approval or allow
such waiting period to expire or terminate would not have a Company Material Adverse Effect or a Parent Material Adverse Effect; and

(c) No Injunctions or Restraints. No Law, injunction, judgment or ruling enacted, promulgated, issued, entered, amended or enforced by any
Governmental Authority, whether temporary, preliminary or permanent (collectively, _Restraints ) shall be in effect enjoining, restraining,
preventing or prohibiting consummation of the Merger or making the consummation of the Merger illegal or otherwise imposing material
limitations on the ability of Parent and Merger Sub effectively to acquire or hold the business of the Company and its Subsidiaries.

SECTION 6.2 Conditions to Obligations of Parent and Merger Sub. The obligations of Parent and Merger Sub to effect the Merger are further
subject to the satisfaction (or waiver, if permissible under applicable Law) on or prior to the Closing Date of the following conditions:

(a) Representations and Warranties. The representations and warranties of the Company contained in this Agreement shall be true and correct as
of the Closing Date as though made on the Closing Date (except for representations and warranties expressly made as of an earlier date, in which
case as of such earlier date); provided, however, that (i) all materiality and Company Material Adverse Effect qualifiers shall be disregarded in
determining the accuracy of such representations and warranties for purposes of this Section 6.2(a) and (ii) the condition set forth in this Section
6.2(a) shall be deemed satisfied unless the effect of all such failures of such representations and warranties to be true and correct, taken together,
has had, or would reasonably be expected to have, a Company Material Adverse Effect;

(b) Performance of Obligations of the Company. The Company shall have performed in all material respects all obligations required to be
performed by it under this Agreement on or prior to the Closing Date;

(c) Officer_s Certificate. Parent shall have received a certificate, signed on behalf of the Company by the chief executive officer or chief financial
officer of the Company, certifying as to the matters set forth in Sections 6.2(a) and 6.2(b);

(d) Company Material Adverse Effect. Since the date of this Agreement through the Closing Date, there shall have been no change, event,
occurrence or circumstance that, individually or in the aggregate, has had or would reasonably be expected to have a Company Material Adverse
Effect;

(e) No Governmental Litigation. There shall not be any legal, administrative, arbitral or other proceeding pending before any Governmental
Authority in which a Governmental Authority is a party that would or would reasonably be expected to: (i) restrain, enjoin, prevent, prohibit or
make illegal the consummation of the Merger or the other Transactions; or (ii) impose material limitations on the ability of Parent effectively to
exercise full rights of ownership of all shares of the Surviving Corporation;

(f) Certified Copies. At or prior to the Closing, the Company shall deliver certified copies of (i) the resolutions duly adopted by the Board of
Directors of the Company authorizing the execution, delivery and performance of this Agreement and the Transactions, (ii) the resolutions duly
adopted by the Company s stockholders adopting this Agreement and (iii) the certificate of incorporation and the bylaws of the Company that
will be in effect immediately prior to the Effective Time; and
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(g) Capitalization. The sum of the cash amounts to be paid to (i) the Company s stockholders in respect of outstanding shares of Company
Common Stock pursuant to Section 2.1(c) other than outstanding shares of Company Common Stock issued after the date of this Agreement
pursuant to the ESPP in accordance with its terms and conditions as in effect on the date of this Agreement, (ii) the holders of Options in respect
of Options pursuant to Section 2.4(a) and (iii) the holders of Warrants in respect of Warrants pursuant to Section 2.4(c), shall not exceed the sum
of (A) $54,834,185 and (B) the aggregate amount of cash paid or payable to the Company upon the exercise of Options and Warrants that are
identified on the Company Disclosure Schedule and the notice of exercise of which was received by the Company on or after the date of this
Agreement.
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SECTION 6.3 Conditions to Obligation of the Company. The obligation of the Company to effect the Merger is further subject to the
satisfaction (or waiver, if permissible under applicable Law) on or prior to the Closing Date of the following conditions:

(a) Representations and Warranties. The representations and warranties of Parent and Merger Sub contained in this Agreement shall be true and
correct as of the Closing Date as though made on the Closing Date (except for representations and warranties expressly made as of an earlier
date, in which case as of such earlier date); provided, however, that (i) all materiality and Parent Material Adverse Effect qualifiers shall be
disregarded in determining the accuracy of such representations and warranties for purposes of this Section 6.3(a) and (ii) the condition set forth
in this Section 6.3(a) shall be deemed satisfied unless the effect of all such failures of such representations and warranties to be true and correct,
taken together, has had, or would reasonably be expected to have, a Parent Material Adverse Effect;

(b) Performance of Obligations of Parent and Merger Sub. Parent and Merger Sub shall have performed in all material respects all obligations
required to be performed by them under this Agreement at or prior to the Closing Date; and

(c) Cash Deposit. Parent shall have deposited with the Payment Agent cash in an amount that, together with the cash that Parent may be causing
the Surviving Corporation to deposit with the Paying Agent immediately following the Effective Time in accordance with the provisions of
Section 2.3(a), is sufficient to pay the aggregate Merger Consideration payable pursuant to Section 2.1(c) upon surrender of Certificates
representing outstanding shares of Company Capital Stock.

(d) Officer_s Certificate. The Company shall have received a certificate, signed on behalf of Parent by the chief executive officer or chief
financial officer of Parent, certifying as to the matters set forth in Sections 6.3(a), 6.3(b) and 6.3(c).

SECTION 6.4 Frustration of Closing Conditions. None of the Company, Parent or Merger Sub may rely on the failure of any condition set forth
in Section 6.1, 6.2 or 6.3, as the case may be, to be satisfied if such failure was caused by such party s failure to perform any of its obligations
under this Agreement.

ARTICLE 7

Termination

SECTION 7.1 Termination. This Agreement may be terminated and the Transactions abandoned at any time prior to the Effective Time:

(a) by the mutual written consent of the Company and Parent duly authorized by each of their respective Boards of Directors; or

(b) by either of the Company or Parent:
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(1) if the Merger shall not have been consummated on or before July 31, 2005 (the _Qutside Date ); provided, however, that the right to terminate
this Agreement under this Section 7.1(b)(i) shall not be available to a party if the failure of the Merger to have been consummated on or before
the Outside Date was primarily due to the failure of such party or any Affiliate of such party to perform any of its obligations under this
Agreement; or

(i1) if any Restraint having the effect set forth in Section 6.1(c) shall be in effect and shall have become final and nonappealable; provided,
however, that the right to terminate this Agreement under this Section 7.1(b)(ii) shall not be available to a party if the imposition of such
Restraint was primarily due to the failure of such party to perform any of its obligations under this Agreement; or

(iii) if the Company Stockholder Approval shall not have been obtained at the Company Stockholders Meeting duly convened therefor or at any
adjournment or postponement thereof; or
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(c) by Parent if: (i) there is an inaccuracy in any of the representations or warranties of the Company in this Agreement such that the condition

set forth in Section 6.2(a) would not be satisfied; or (ii) there has been a breach by the Company of any of its covenants in this Agreement such

that the condition set forth in Section 6.2(b) would not be satisfied (the events described in clauses (i) and (ii) of this sentence being referred to
as a _Terminating Company Breach ); provided, however, that if such Terminating Company Breach is curable through the exercise of reasonable
efforts, Parent may not terminate this Agreement under this Section 7.1(c) unless such Terminating Company Breach has not been cured within
twenty business days after notice thereof is received by the Company; or

(d) by Parent within ten days following the Board of Directors of the Company (or any committee thereof) taking any of the actions described in
clause (A) of the second sentence of Section 5.3(c); or

(e) by the Company:

(1) if: (A) there is an inaccuracy in any of the representations or warranties of Parent or Merger Sub in this Agreement such that the condition set
forth in Section 6.3(a) would not be satisfied; or (B) there has been a breach by Parent or Merger Sub of any of their respective covenants in this
Agreement such that the condition set forth in Section 6.3(b) would not be satisfied (the events described in clauses (A) and (B) of this sentence
being referred to as a _Terminating Parent Breach ); provided, however, that if such Terminating Parent Breach is curable through the exercise of
reasonable efforts, the Company may not terminate this Agreement under this Section 7.1(e)(i) unless such Terminating Parent Breach has not

been cured within twenty business days after notice thereof is received by Parent; or

(ii) at any time prior to the Company Stockholder Approval, following receipt of a Superior Proposal, provided, however, that: (A) prior to such
termination, the Company has provided Parent a written notice of the Company s intent to exercise its right to terminate pursuant to this Section
7.1(e)(ii), which notice describes the Superior Proposal and the parties thereto; and (B) within two business days following the delivery of the
notice described in clause (A) of this sentence, Parent does not propose adjustments in the terms and conditions of this Agreement which the
Company s Board of Directors (or any committee thereof) determines in its good faith judgment (after consultation with an independent financial
advisor of nationally recognized reputation) to be more favorable to the Company s stockholders than such Superior Proposal.

SECTION 7.2 Effect of Termination. In the event of the termination of this Agreement as provided in Section 7.1, written notice thereof shall be
given to the other party or parties, specifying the provision hereof pursuant to which such termination is made, and this Agreement shall
forthwith become null and void (other than the provisions of the penultimate sentence of Section 5.6, Sections 5.10, 7.2 and 7.3 and Article 8, all
of which shall survive termination of this Agreement), and there shall be no liability on the part of Parent, Merger Sub or the Company or their
respective directors, officers and Affiliates, except: (a) the Company may have liability as provided in Section 7.3; and (b) nothing shall relieve
any party hereto from liability for any willful, material breach of this Agreement.

SECTION 7.3 Termination Fee.

(a) In the event that this Agreement is terminated by:

(1) the Company pursuant to Section 7.1(e)(ii);
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(ii) Parent pursuant to Section 7.1(d); or

(iii) by the Company or Parent pursuant to Section 7.1(b)(iii) if, prior to the Company Stockholders Meeting: (A) a Takeover Proposal shall have
been publicly disclosed, announced, commenced, submitted or made; (B) such Takeover Proposal shall not have been withdrawn at least five
days prior to the Company Stockholders Meeting; and (C) within 180 days after the date of the termination of this Agreement, the
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Company and the Person who had commenced, submitted or made such Takeover Proposal consummate an Acquisition Transaction,

then, in the case of clause (i) and clause (ii) of this sentence, at the time of termination or, in the case of clause (iii) of this sentence, at the time
of consummation of the Acquisition Transaction referred to in clause (iii) of this sentence, the Company shall pay to Parent, a fee of $1,622,000
minus any amounts previously paid by the Company pursuant to Section 7.3(b), in cash. Such payment shall be made by wire transfer of

immediately available funds to an account to be designated by Parent.

(b) In the event that this Agreement is terminated by the Company or Parent pursuant to Section 7.1(b)(iii), the Company shall reimburse Parent
for reasonable, documented, out-of-pocket Expenses incurred by Parent and Merger Sub in an amount not to exceed $500,000. Such payment
shall be made by wire transfer of immediately available funds to an account to be designated by Parent within 10 business days of the Company s
receipt of adequate documentation of the amount of such Expenses.

(c) For purposes of this Agreement, an _Acquisition Transaction means any transaction or series of transactions involving: (A) an acquisition
(whether in a single transaction or a series of related transactions) of assets of the Company and its Subsidiaries having a fair market value equal
to 50% or more of the consolidated assets of the Company and its Subsidiaries, taken as a whole; (B) a direct or indirect acquisition (whether in
a single transaction or a series of related transactions) of 50% or more of the voting power of the Company; (C) a tender offer or exchange offer
that if consummated would result in any Person beneficially owning 50% or more of the voting power of the Company; or (D) a merger,
consolidation, share exchange, business combination, recapitalization or similar transaction involving the Company or involving any Subsidiary
(or Subsidiaries) (other than: (1) mergers, consolidations, business combinations or similar transactions involving solely the Company and/or
one or more Subsidiaries of the Company; and (2) mergers, consolidations, business combinations or similar transactions that if consummated
would result in a Person beneficially owning not more than 50% of any class of equity securities of the Company or any of its Subsidiaries.

(d) The Company and Parent acknowledge that the fee and the other provisions of this Section 7.3 are an integral part of the Transactions and
that, without these agreements, Parent and the Company would not enter into this Agreement.

ARTICLE 8

Miscellaneous

SECTION 8.1 Nonsurvival of Representations and Warranties. The representations, warranties and agreements in this Agreement shall terminate
at the Effective Time or, except as otherwise provided in Section 7.2 and Section 7.3, upon the termination of this Agreement pursuant to
Section 7.1, as the case may be, except that the agreements set forth in Article 2 and Sections 5.8, 5.9, 5.10 and 5.11 and any other agreement in
this Agreement which contemplates performance after the Effective Time shall survive the Effective Time indefinitely. The Non-Disclosure
Agreement shall: (a) survive termination of this Agreement in accordance with its terms; and (b) terminate as of the Effective Time.

SECTION 8.2 Amendment or Supplement. At any time prior to the Effective Time, this Agreement may be amended or supplemented in any
and all respects, whether before or after receipt of the Company Stockholder Approval, by written agreement of the parties hereto, by action
taken by their respective Boards of Directors; provided, however, that following approval of the Transactions by the stockholders of the
Company and Merger Sub, there shall be no amendment or change to the provisions hereof which by Law would require further approval by the
stockholders of the Company or Merger Sub without such approval.
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SECTION 8.3 Extension of Time. Waiver, Etc. At any time prior to the Effective Time, any party hereto may, subject to applicable Law: (a)
waive any inaccuracies in the representations and warranties of any other
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party hereto; (b) extend the time for the performance of any of the obligations or acts of any other party hereto; or (c) waive compliance by the
other party with any of the agreements contained herein or, except as otherwise provided herein, waive any of such party s conditions.
Notwithstanding the foregoing, no failure or delay by the Company, Parent or Merger Sub in exercising any right hereunder shall operate as a
waiver thereof nor shall any single or partial exercise thereof preclude any other or further exercise thereof or the exercise of any other right
hereunder. Any agreement on the part of a party hereto to any such extension or waiver shall be valid only if set forth in an instrument in writing
signed on behalf of such party.

SECTION 8.4 Assignment. Neither this Agreement nor any of the rights, interests or obligations hereunder shall be assigned or delegated, in
whole or in part, by operation of Law or otherwise, by any of the parties without the prior written consent of the other parties; provided that each
of Parent and Merger Sub may, without the prior written consent of the Company, assign (a) its rights, interests and obligations to any of their
respective affiliates or direct or indirect subsidiaries without the consent of the Company, so long as they remain primarily obligated with respect
to any such delegated obligations or (b) for collateral security purposes, its rights and interests to any lender providing financing to Parent,
Merger Sub or any of their affiliates. Subject to the preceding sentence, this Agreement shall be binding upon, inure to the benefit of and be
enforceable by, the parties hereto and their respective successors and permitted assigns. Any purported assignment or delegation not permitted
under this Section shall be null and void.

SECTION 8.5 Counterparts: Facsimile: Electronic Transmission. This Agreement may be executed in counterparts (each of which shall be
deemed to be an original but all of which taken together shall constitute one and the same agreement) and shall become effective when one or
more counterparts have been signed by each of the parties and delivered to the other parties. The exchange of copies of this Agreement and of
signature pages by facsimile or electronic transmission shall constitute effective execution and delivery of this Agreement as to the parties and
may be used in lieu of the original Agreement for all purposes. Signatures of the parties transmitted by facsimile or electronic transmission shall
be deemed to be their original signatures for all purposes.

SECTION 8.6 Entire Agreement: No Third-Party Beneficiaries. This Agreement, the Company Disclosure Schedule and the Non-Disclosure
Agreement: (a) constitute the entire agreement, and supersede all other prior agreements and understandings, both written and oral, among the
parties, or any of them, with respect to the subject matter hereof and thereof; and (b) except for the provisions of Section 5.8, are not intended to
and shall not confer upon any Person other than the parties hereto any rights or remedies hereunder.

SECTION 8.7 Governing Law: Waiver of Jury Trial.

(a) This Agreement shall be governed by and construed in accordance with the laws of the State of Delaware, without regard to the principles of
conflicts of laws thereof.

(b) EACH OF THE PARTIES HERETO HEREBY IRREVOCABLY WAIVES ANY AND ALL RIGHTS TO TRIAL BY JURY IN ANY
LEGAL PROCEEDING ARISING OUT OF OR RELATED TO THIS AGREEMENT OR THE TRANSACTIONS.

SECTION 8.8 Specific Enforcement. The parties agree that irreparable damage would occur in the event that any of the provisions of this
Agreement were not performed in accordance with their specific terms or were otherwise breached. It is accordingly agreed that the parties shall
be entitled to an injunction or injunctions to prevent breaches of this Agreement and to enforce specifically the terms and provisions of this
Agreement, without bond or other security being required, this being in addition to any other remedy to which they are entitled at law or in
equity.
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SECTION 8.9 Consent to Jurisdiction. Each of the parties hereto: (a) consents to submit itself to the personal jurisdiction of the Court of
Chancery of the State of Delaware, in the event any dispute arises out of this Agreement or any of the Transactions; (b) agrees that it will not
attempt to deny or defeat such personal
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jurisdiction by motion or other request for leave from any such court; and (c) agrees that it will not bring any action relating to this Agreement or
any of the Transactions in any court other than the Court of Chancery of the State of Delaware.

SECTION 8.10 Notices. All notices, requests and other communications to any party hereunder shall be in writing and shall be deemed properly
delivered, given and received: (a) when delivered by hand; (b) on the day sent by facsimile provided that the sender has received confirmation of
transmission as of or prior to 5:00 p.m. local time of the recipient on such day; (c) the first business day after sent by facsimile (to the extent that
the sender has received confirmation of transmission after 5:00 p.m. local time of the recipient on the day sent by facsimile); or (d) the third
business day after sent by registered mail or by courier or express delivery service, in any case to the address or facsimile telephone number set
forth beneath the name of such party below (or to such other address or facsimile telephone number as such party shall have specified in a
written notice given to the other parties hereto):

If to Parent or Merger Sub, to:

Multi-Channel Holdings, Inc.

c/o Golden Gate Private Equity, Inc.

One Embarcadero Center, 33" Floor

San Francisco, CA 94111

Attention: Prescott Ashe and Rajeev Amara

Facsimile: 415-627-4501

with a copy (which shall not constitute notice) to:

Kirkland & Ellis LLP

555 California Street, 27™ Floor
San Francisco, CA 94104
Attention: Stephen D. Oetgen

Facsimile: (415) 439-1500

If to the Company, to:

Blue Martini Software, Inc.
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2600 Campus Drive

San Mateo, CA 94403

Attention: Chief Executive Officer and
General Counsel

Facsimile: (650) 356-7700

with a copy (which shall not constitute notice) to:

Cooley Godward LLP

Five Palo Alto Square

3000 El Camino Real

Palo Alto, CA 94306

Attention: Eric C. Jensen, Esq. and Jennifer F. DiNucci, Esq.

Facsimile: (650) 849-7400

SECTION 8.11 Severability. If any term or other provision of this Agreement is determined by a court of competent jurisdiction to be invalid,
illegal or incapable of being enforced by any rule of law or public policy, all other terms, provisions and conditions of this Agreement shall
nevertheless remain in full force and effect. Upon such determination that any term or other provision is invalid, illegal or incapable of being
enforced, the parties hereto shall negotiate in good faith to modify this Agreement so as to effect the original intent of the parties as
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closely as possible to the fullest extent permitted by applicable Law in an acceptable manner to the end that the Transactions are fulfilled to the
extent possible.

SECTION 8.12 Definitions.

(a) As used in this Agreement, the following terms have the meanings ascribed thereto below:

Affiliate shall mean, as to any Person, any other Person that, directly or indirectly, controls, is controlled by or is under common control with,
such Person. For this purpose, _control (including, with its correlative meanings. _controlled by _and _under common control with ) shall mean the
possession, directly or indirectly, of the power to direct or cause the direction of management or policies of a Person, whether through the
ownership of securities or partnership or other ownership interests, by contract or otherwise.

business day shall mean a day except a Saturday, a Sunday or other day on which the SEC or banks in the City of New York are authorized or
required by Law to be closed.

Code shall mean the Internal Revenue Code of 1986, as amended, and the rules and regulations promulgated thereunder.

Company Capital Stock shall mean the Company Common Stock and the Company Preferred Stock.

Company Common Stock shall mean the common stock, par value $0.001 per share, of the Company.

Company Preferred Stock shall mean the Preferred Stock, $0.001 par value per share, of the Company.

Company Stock Plans shall mean the Blue Martini Software, Inc. 2000 Equity Incentive Plan, the Blue Martini Software, Inc. 2000
Non-Employee Directors Stock Option Plan and the ESPP.

Competition Laws shall mean the Sherman Act, as amended, the Clayton Act, as amended, the HSR Act, the Federal Trade Commission Act, as
amended, and all other applicable Laws issued by a Governmental Authority that are designed or intended to prohibit, restrict or regulate actions
having the purpose or effect of monopolization or restraint of trade or lessening of competition through merger or acquisition.

ESPP shall mean the Blue Martini Software, Inc. 2000 Employee Stock Purchase Plan.
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Expenses shall mean all out-of-pocket expenses (including, without limitation, all fees and expenses of outside counsel, investment bankers,
banks, other financial institutions, accountants, financial printers, experts and consultants to a party hereto) incurred by a party or on its behalf in
connection with or related to the investigation, due diligence examination, authorization, preparation, negotiation, execution and performance of
this Agreement and the transactions contemplated hereby and the financing thereof and all other matters contemplated by this Agreement and the
closing thereof, together with any out-of-pocket costs and expenses incurred by any party in enforcing any of its rights set forth in this
Agreement, whether pursuant to litigation or otherwise.

GAAP shall mean generally accepted accounting principles in the United States.

Governmental Authority shall mean any government, court, arbitrator, regulatory or administrative agency, commission or authority or other
governmental instrumentality, federal, state or local, domestic, foreign or multinational.

HSR Act shall mean the Hart-Scott-Rodino Antitrust Improvements Act of 1976, as amended.

Intellectual Property of any Person shall mean all intellectual property rights arising from or in respect of the following: (i) patents and
applications therefor, including continuations, divisionals, continuations-in-part, or reissues of patent applications and patents issuing thereon;
(i1) trademarks, service marks, trade names, service names, brand names, trade dress rights, logos, Internet domain names and
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corporate names, together with the goodwill associated with any of the foregoing, and all applications, registrations and renewals thereof; (iii)
copyrights and registrations and applications therefor, works of authorship and mask work rights; (iv) proprietary discoveries, concepts, ideas,
research and development, know-how, formulae, algorithms, subroutines, inventions, compositions, manufacturing and production processes and
techniques, technical data, procedures, designs, drawings, specifications, databases and other proprietary and confidential information, including
customer lists, supplier lists, pricing and cost information, and business and marketing plans and proposals; and (v) Software.

Knowledge of any Person that is not an individual shall mean, with respect to any matter in question, the actual knowledge of such Person s
executive officers and directors.

Permitted Liens shall mean (i) statutory liens securing payments not yet due; (ii) security interests, mortgages and pledges that are disclosed in
the Filed Company SEC Documents that secure indebtedness that is reflected in the unaudited consolidated financial statements of the Company
and its Subsidiaries as of September 30, 2004; and (iii) such other imperfections or irregularities of title or other Liens that, individually or in the
aggregate, do not and would not reasonably be expected to materially affect the use of the properties or assets subject thereto or otherwise
materially impair the business operations of the Company or its Subsidiaries as currently conducted.

Person shall mean an individual, a corporation, a limited liability company, a partnership, an association, a trust or any other entity, including a
Governmental Authority.

Representatives of any Person shall mean its directors, officers, employees, financial advisors, attorneys, accountants, agents and other
representatives.

Rights shall have the meaning assigned to such term in the ESPP.

Software means all: (i) computer programs, including all software implementations of algorithms, models and methodologies, whether in source
code or object code; (ii) databases and compilations, including all data and collections of data, whether machine readable or otherwise; (iii)
descriptions, flow-charts and other work product used to design, plan, organize and develop any of the foregoing, screens, user interfaces, report
formats, firmware, development tools, templates, menus, buttons and icons; and (iv) documentation including user manuals and other training
documentation related to any of the foregoing.

Stock Awards shall have the meaning assigned to such term in the Blue Martini Software, Inc. 2000 Equity Incentive Plan.

Subsidiary when used with respect to any party hereto, shall mean any corporation, limited liability company, partnership, association, trust or
other entity the accounts of which would be consolidated with those of such party in such party s consolidated financial statements if such
financial statements were prepared in accordance with GAAP, as well as any other corporation, limited liability company, partnership,
association, trust or other entity of which securities or other ownership interests representing more than 50% of the equity or more than 50% of
the ordinary voting power (or, in the case of a partnership, more than 50% of the general partnership interests) are, as of such date, owned by
such party or one or more Subsidiaries of such party or by such party and one or more Subsidiaries of such party.
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Superior Proposal shall mean a bona fide written offer to acquire, for consideration consisting of cash and/or securities, equity securities or
assets of the Company, made by a third party, which (A) is on terms and conditions which the Board of Directors of the Company (or any
committee thereof) determines in its good faith judgment (after consultation with an independent financial advisor of nationally recognized
reputation) to be more favorable to the Company s stockholders than the Merger (including any adjustment to the terms and conditions of the
Merger proposed in writing by Parent in response to such proposal) and (B) is, in the good faith judgment of the Board of Directors of the
Company (or any committee thereof), reasonably capable of being consummated in a timely manner (taking into account, without limitation, the
ready availability of cash on hand and/or commitments for the same, in each case as applicable, required to consummate any such proposal and
any Competition Law approvals or non-objections).
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Takeover Proposal shall mean any proposal or offer from any Person (other than Parent and its Affiliates) providing for any: (A) acquisition
(whether in a single transaction or a series of related transactions) of assets of the Company and its Subsidiaries having a fair market value equal
to 15% or more of the Company s consolidated assets; (B) direct or indirect acquisition (whether in a single transaction or a series of related
transactions) of 15% or more of the voting power of the Company; (C) tender offer or exchange offer that if consummated would result in any
Person beneficially owning 15% or more of the voting power of the Company; (D) merger, consolidation, share exchange, business
combination, recapitalization or similar transaction involving the Company or involving any Subsidiary (or Subsidiaries) (other than: (1)
mergers, consolidations, business combinations or similar transactions involving solely the Company and/or one or more Subsidiaries of the
Company; and (2) mergers, consolidations, business combinations or similar transactions that if consummated would result in a Person
beneficially owning not more than 15% of any class of equity securities of the Company or any of its Subsidiaries); or (E) any public
announcement of an agreement, proposal or plan to do any of the foregoing; in each case, other than the Transactions; provided, however, that
for purposes of Section 7.3(a), the references to 15% in this definition of Takeover Proposal shall be deemed instead to refer to 50% .

Transactions refers to the transactions contemplated hereby, including the Merger.

The following terms are defined in the section of this Agreement set forth after such term below:

Agreement First paragraph
Appraisal Shares 2.2
Acquisition Transaction 7.3(c)
Balance Sheet Date 3.5(e)
Bankruptcy and Equity Exception 3.3(a)
Certificate 2.3(a)
Certificate of Merger 1.3
Closing 1.2
Closing Date 1.2
COBRA 3.11(h)
Company Board Recommendation 3.3(b)
Company Charter Documents 3.1(c)
Company Disclosure Schedule Article 3
Company Material Adverse Effect 3.1(a)
Company Plans 3.11(a)
Company Real Property 3.14(b)
Company SEC Documents 3.5(a)
Company Stockholder Approval 3.3(d)
Company Stockholders Meeting 5.1(b)
Contract 3.3(c)
CSFB 3.18
D&O Insurance 5.8(c)
DGCL 1.1
DOJ 5.4(a)
Effective Time 1.3
Employees 3.11(a)
Environmental Laws 3.12(d)(d)
Environmental Liabilities 3.12(d)(i)
ERISA 3.11(a)
ERISA Affiliates 3.11(e)
Exchange Act 34
Fairness Opinion 3.18
A-39
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Filed Company SEC Documents 3.5(d)
Foreign Antitrust Laws 34
ETC 5.4(a)
Hazardous Materials 3.12(d)({ii)
Indemnitees 5.8(a)
Laws 3.3(a)
Liens 3.1(b)
Material Contract 3.13(a)
Merger Recitals
Merger Consideration 2.1
Multiemployer Plan 3.11(a)
Non-Disclosure Agreement 5.6
Option 2.4(a)
Option Consideration 2.4(a)
Outside Date 7.1(b)(1)
Parent Material Adverse Effect 4.2
Paying Agent 2.3(a)
Payment Fund 2.3(a)
Permits 3.8(b)
Per Share Amount 2.1(c)
Policies 3.17
Protected Period 5.11(b)
Proxy Statement 34
Release 3.12(d)@iv)
Restraints 6.1(c)
SEC 2.4(d)
Section 203 3.20
Section 262 2.2
Securities Act 3.1(b)
Subsidiary Documents 3.1(c)
Surviving Corporation 1.1
Tax Returns 3.10(k)
Taxes 3.10(k)
Terminating Company Breach 7.1(c)
Terminating Parent Breach 7.1(e)(1)
A-40
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SECTION 8.13 Interpretation.

(a) When a reference is made in this Agreement to an Article, a Section, Exhibit or Schedule, such reference shall be to an Article of, a Section

of, or an Exhibit or Schedule to, this Agreement unless otherwise indicated. The table of contents and headings contained in this Agreement are

for reference purposes only and shall not affect in any way the meaning or interpretation of this Agreement. Whenever the words _include,
includes or including are used in this Agreement, they shall be deemed to be followed by the words without limitation. The words _hereof,

and _hereunder and words of similar import when used in this Agreement shall refer to this Agreement as a whole and not to any particular

provision of this Agreement. All terms defined in this Agreement shall have the defined meanings when used in any certificate or other

document made or delivered pursuant hereto unless otherwise defined therein. The definitions contained in this Agreement are applicable to the

singular as well as the plural forms of such terms and to the masculine as well as to the feminine and neuter genders of such term.

(b) The parties hereto have participated jointly in the negotiation and drafting of this Agreement and, in the event an ambiguity or question of
intent or interpretation arises, this Agreement shall be construed as jointly drafted by the parties hereto and no presumption or burden of proof
shall arise favoring or disfavoring any party by virtue of the authorship of any provision of this Agreement.

[signature page follows]
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IN WITNESS WHEREOF, the parties hereto have caused this Agreement to be duly executed and delivered as of the date first above written.
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MuLti-CaHaNNEL HoLpiNGs, INc.

By: /s/  Prescott Ashe

Name: Prescott Ashe
Title:  President

BMS MERGER CORPORATION

By: /s/  Prescott Ashe

Name: Prescott Ashe
Title:  President

BLUE MARTINI SOFTWARE, INC.

By: /s/ Monte Zweben

Name: Monte Zweben
Title:  Chairman and Chief Executive Officer

SIGNATURE PAGE TO AGREEMENT AND PLAN OF MERGER
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Annex B

February 28, 2005

Special Committee of the Board of Directors
Blue Martini Software, Inc.
2600 Campus Drive

San Mateo, CA 94403

Members of the Special Committee:

You have asked us to advise you with respect to the fairness, from a financial point of view, to the holders of shares of common stock, par value
$0.001 per share ( Company Common Stock ), of Blue Martini Software, Inc. (the Company ), other than affiliates of the Company, of the
Consideration (as defined below) to be received by such holders, pursuant to the terms of the Agreement and Plan of Merger, dated as of

February 28, 2005 (the Merger Agreement ), by and among Multi-Channel Holdings, Inc. ( Parent ), BMS Merger Corporation ( Sub ), a direct
wholly owned subsidiary of Parent, and the Company. The Merger Agreement provides for, among other things, the merger (the Merger ) of the
Company with Sub pursuant to which the Company will become a wholly owned subsidiary of Parent and each outstanding share of Company
Common Stock will be converted into the right to receive $4.00 in cash (the Consideration ).

In arriving at our opinion, we have reviewed the Merger Agreement and certain related documents, as well as certain publicly available business
and financial information relating to the Company. We have also reviewed certain other information relating to the Company, including
financial forecasts provided to or discussed with us by the Company, and have met with the management of the Company to discuss the business
and prospects of the Company. We have also considered certain financial and stock market data of the Company, and we have compared that
data with similar data for other publicly held companies in businesses we deemed similar to those of the Company and we have considered, to
the extent publicly available, the financial terms of certain other business combinations and other transactions that have recently been effected or
announced. We also considered such other information, financial studies, analyses and investigations and financial, economic and market criteria
that we deemed relevant.

In connection with our review, we have not assumed any responsibility for independent verification of any of the foregoing information and
have relied on its being complete and accurate in all material respects. With respect to the financial forecasts of the Company that we have
reviewed, we have been advised, and we have assumed, that such forecasts have been reasonably prepared on bases reflecting the best currently
available estimates and judgments of the management of the Company as to the future financial performance of the Company. We also have
assumed, with your consent, that in the course of obtaining any necessary regulatory and third party approvals and consents for the Merger, no
modification, delay, limitation, restriction or condition will be imposed that will have an adverse effect on the Company or the contemplated
benefits of the Merger and that the Merger will be consummated in accordance with the terms of the Merger Agreement, without waiver,
modification or amendment of any material term, condition or agreement therein. In addition, we have not been requested to make, and have not
made, an independent evaluation or appraisal of the assets or liabilities (contingent or otherwise) of the Company nor have we been furnished
with any such evaluations or appraisals. Our opinion addresses only the fairness, from a financial point of view, to the holders of Company
Common Stock, other than affiliates of the Company, of the Consideration and does not address any other aspect or implication of the Merger or
any other agreement, arrangement or understanding entered into in connection with the Merger or otherwise. Our opinion is necessarily based
upon information made available to us as of the date hereof and upon financial, economic, market and other conditions as they exist and can be
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be available to the Company, nor does it address the underlying business decision of the Company to proceed with the Merger.

B-1

Table of Contents 168



Edgar Filing: WESCO INTERNATIONAL INC - Form DEF 14A

Table of Conten

We have acted as financial advisor to the Special Committee of the Board of Directors in connection with the Merger and will receive a fee for
our services, a significant portion of which is contingent upon the consummation of the Merger. We will also receive a fee for rendering this
opinion. In addition, the Company has agreed to indemnify us for certain liabilities and other items arising out of our engagement. We and our
affiliates have in the past provided financial and investment banking services to affiliates of the Parent unrelated to the Merger for which we
have received compensation and we and our affiliates may in the future provide such services to the Parent and its affiliates for which we would
expect to receive compensation. CSFB and its affiliates, including funds managed or advised by CSFB or certain of its affiliates, may have
investments in the Parent and have investments in affiliates of the Parent, including funds managed or advised by affiliates of the Parent. In the
ordinary course of our business, we and our affiliates may actively trade the debt and equity securities of the Company and affiliates of the
Parent for our and our affiliates own accounts and for the accounts of customers and, accordingly, may at any time hold a long or short position
in such securities.

It is understood that this letter is for the information of the Special Committee in connection with its consideration of the Merger and does not
constitute a recommendation to any stockholder as to how such stockholder should vote or act on any matter relating to the Merger.

Based upon and subject to the foregoing, it is our opinion that, as of the date hereof, the Consideration to be received by the holders of Company
Common Stock in the Merger is fair, from a financial point of view, to such holders, other than affiliates of the Company.

Very truly yours,

CREDIT SUISSE FIRST BOSTON LLC

By: /s/  Storm Duncan

Title: Managing Director
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Annex C

§ 262. Appraisal rights.

(a) Any stockholder of a corporation of this State who holds shares of stock on the date of the making of a demand pursuant to subsection (d) of
this section with respect to such shares, who continuously holds such shares through the effective date of the merger or consolidation, who has
otherwise complied with subsection (d) of this section and who has neither voted in favor of the merger or consolidation nor consented thereto in
writing pursuant to § 228 of this title shall be entitled to an appraisal by the Court of Chancery of the fair value of the stockholder s shares of
stock under the circumstances described in subsections (b) and (c) of this section. As used in this section, the word stockholder means a holder
of record of stock in a stock corporation and also a member of record of a nonstock corporation; the words stock and share mean and include
what is ordinarily meant by those words and also membership or membership interest of a member of a nonstock corporation; and the words

depository receipt mean a receipt or other instrument issued by a depository representing an interest in one or more shares, or fractions thereof,
solely of stock of a corporation, which stock is deposited with the depository.

(b) Appraisal rights shall be available for the shares of any class or series of stock of a constituent corporation in a merger or consolidation to be
effected pursuant to § 251 (other than a merger effected pursuant to § 251(g) of this title), § 252, § 254, § 257, § 258, § 263 or § 264 of this title:

(1) Provided, however, that no appraisal rights under this section shall be available for the shares of any class or series of stock, which stock, or
depository receipts in respect thereof, at the record date fixed to determine the stockholders entitled to receive notice of and to vote at the
meeting of stockholders to act upon the agreement of merger or consolidation, were either (i) listed on a national securities exchange or
designated as a national market system security on an interdealer quotation system by the National Association of Securities Dealers, Inc. or (ii)
held of record by more than 2,000 holders; and further provided that no appraisal rights shall be available for any shares of stock of the
constituent corporation surviving a merger if the merger did not require for its approval the vote of the stockholders of the surviving corporation
as provided in subsection (f) of § 251 of this title.

(2) Notwithstanding paragraph (1) of this subsection, appraisal rights under this section shall be available for the shares of any class or series of
stock of a constituent corporation if the holders thereof are required by the terms of an agreement of merger or consolidation pursuant to §§ 251,
252,254, 257, 258, 263 and 264 of this title to accept for such stock anything except:

a. Shares of stock of the corporation surviving or resulting from such merger or consolidation, or depository receipts in respect thereof;

b. Shares of stock of any other corporation, or depository receipts in respect thereof, which shares of stock (or depository receipts in respect
thereof) or depository receipts at the effective date of the merger or consolidation will be either listed on a national securities exchange or
designated as a national market system security on an interdealer quotation system by the National Association of Securities Dealers, Inc. or held
of record by more than 2,000 holders;

c. Cash in lieu of fractional shares or fractional depository receipts described in the foregoing subparagraphs a. and b. of this paragraph; or

Table of Contents 170



Edgar Filing: WESCO INTERNATIONAL INC - Form DEF 14A

d. Any combination of the shares of stock, depository receipts and cash in lieu of fractional shares or fractional depository receipts described in
the foregoing subparagraphs a., b. and c. of this paragraph.

(3) In the event all of the stock of a subsidiary Delaware corporation party to a merger effected under § 253 of this title is not owned by the
parent corporation immediately prior to the merger, appraisal rights shall be available for the shares of the subsidiary Delaware corporation.
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(c) Any corporation may provide in its certificate of incorporation that appraisal rights under this section shall be available for the shares of any
class or series of its stock as a result of an amendment to its certificate of incorporation, any merger or consolidation in which the corporation is
a constituent corporation or the sale of all or substantially all of the assets of the corporation. If the certificate of incorporation contains such a
provision, the procedures of this section, including those set forth in subsections (d) and (e) of this section, shall apply as nearly as is practicable.

(d) Appraisal rights shall be perfected as follows:

(1) If a proposed merger or consolidation for which appraisal rights are provided under this section is to be submitted for approval at a meeting
of stockholders, the corporation, not less than 20 days prior to the meeting, shall notify each of its stockholders who was such on the record date
for such meeting with respect to shares for which appraisal rights are available pursuant to subsection (b) or (c) hereof that appraisal rights are
available for any or all of the shares of the constituent corporations, and shall include in such notice a copy of this section. Each stockholder
electing to demand the appraisal of such stockholder s shares shall deliver to the corporation, before the taking of the vote on the merger or
consolidation, a written demand for appraisal of such stockholder s shares. Such demand will be sufficient if it reasonably informs the
corporation of the identity of the stockholder and that the stockholder intends thereby to demand the appraisal of such stockholder s shares. A
proxy or vote against the merger or consolidation shall not constitute such a demand. A stockholder electing to take such action must do so by a
separate written demand as herein provided. Within 10 days after the effective date of such merger or consolidation, the surviving or resulting
corporation shall notify each stockholder of each constituent corporation who has complied with this subsection and has not voted in favor of or
consented to the merger or consolidation of the date that the merger or consolidation has become effective; or

(2) If the merger or consolidation was approved pursuant to § 228 or § 253 of this title, then either a constituent corporation before the effective
date of the merger or consolidation or the surviving or resulting corporation within 10 days thereafter shall notify each of the holders of any class
or series of stock of such constituent corporation who are entitled to appraisal rights of the approval of the merger or consolidation and that
appraisal rights are available for any or all shares of such class or series of stock of such constituent corporation, and shall include in such notice
a copy of this section. Such notice may, and, if given on or after the effective date of the merger or consolidation, shall, also notify such
stockholders of the effective date of the merger or consolidation. Any stockholder entitled to appraisal rights may, within 20 days after the date
of mailing of such notice, demand in writing from the surviving or resulting corporation the appraisal of such holder s shares. Such demand will
be sufficient if it reasonably informs the corporation of the identity of the stockholder and that the stockholder intends thereby to demand the
appraisal of such holder s shares. If such notice did not notify stockholders of the effective date of the merger or consolidation, either (i) each
such constituent corporation shall send a second notice before the effective date of the merger or consolidation notifying each of the holders of
any class or series of stock of such constituent corporation that are entitled to appraisal rights of the effective date of the merger or consolidation
or (ii) the surviving or resulting corporation shall send such a second notice to all such holders on or within 10 days after such effective date;
provided, however, that if such second notice is sent more than 20 days following the sending of the first notice, such second notice need only be
sent to each stockholder who is entitled to appraisal rights and who has demanded appraisal of such holder s shares in accordance with this
subsection. An affidavit of the secretary or assistant secretary or of the transfer agent of the corporation that is required to give either notice that
such notice has been given shall, in the absence of fraud, be prima facie evidence of the facts stated therein. For purposes of determining the
stockholders entitled to receive either notice, each constituent corporation may fix, in advance, a record date that shall be not more than 10 days
prior to the date the notice is given, provided, that if the notice is given on or after the effective date of the merger or consolidation, the record
date shall be such effective date. If no record date is fixed and the notice is given prior to the effective date, the record date shall be the close of
business on the day next preceding the day on which the notice is given.
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(e) Within 120 days after the effective date of the merger or consolidation, the surviving or resulting corporation or any stockholder who has
complied with subsections (a) and (d) hereof and who is otherwise entitled to appraisal rights, may file a petition in the Court of Chancery
demanding a determination of the value of the stock of all such stockholders. Notwithstanding the foregoing, at any time within 60 days after the
effective date of the merger or consolidation, any stockholder shall have the right to withdraw such stockholder s demand for appraisal and to
accept the terms offered upon the merger or consolidation. Within 120 days after the effective date of the merger or consolidation, any
stockholder who has complied with the requirements of subsections (a) and (d) hereof, upon written request, shall be entitled to receive from the
corporation surviving the merger or resulting from the consolidation a statement setting forth the aggregate number of shares not voted in favor
of the merger or consolidation and with respect to which demands for appraisal have been received and the aggregate number of holders of such
shares. Such written statement shall be mailed to the stockholder within 10 days after such stockholder s written request for such a statement is
received by the surviving or resulting corporation or within 10 days after expiration of the period for delivery of demands for appraisal under
subsection (d) hereof, whichever is later.

(f) Upon the filing of any such petition by a stockholder, service of a copy thereof shall be made upon the surviving or resulting corporation,
which shall within 20 days after such service file in the office of the Register in Chancery in which the petition was filed a duly verified list
containing the names and addresses of all stockholders who have demanded payment for their shares and with whom agreements as to the value
of their shares have not been reached by the surviving or resulting corporation. If the petition shall be filed by the surviving or resulting
corporation, the petition shall be accompanied by such a duly verified list. The Register in Chancery, if so ordered by the Court, shall give notice
of the time and place fixed for the hearing of such petition by registered or certified mail to the surviving or resulting corporation and to the
stockholders shown on the list at the addresses therein stated. Such notice shall also be given by 1 or more publications at least 1 week before the
day of the hearing, in a newspaper of general circulation published in the City of Wilmington, Delaware or such publication as the Court deems
advisable. The forms of the notices by mail and by publication shall be approved by the Court, and the costs thereof shall be borne by the
surviving or resulting corporation.

(g) At the hearing on such petition, the Court shall determine the stockholders who have complied with this section and who have become
entitled to appraisal rights. The Court may require the stockholders who have demanded an appraisal for their shares and who hold stock
represented by certificates to submit their certificates of stock to the Register in Chancery for notation thereon of the pendency of the appraisal
proceedings; and if any stockholder fails to comply with such direction, the Court may dismiss the proceedings as to such stockholder.

(h) After determining the stockholders entitled to an appraisal, the Court shall appraise the shares, determining their fair value exclusive of any
element of value arising from the accomplishment or expectation of the merger or consolidation, together with a fair rate of interest, if any, to be
paid upon the amount determined to be the fair value. In determining such fair value, the Court shall take into account all relevant factors. In
determining the fair rate of interest, the Court may consider all relevant factors, including the rate of interest which the surviving or resulting
corporation would have had to pay to borrow money during the pendency of the proceeding. Upon application by the surviving or resulting
corporation or by any stockholder entitled to participate in the appraisal proceeding, the Court may, in its discretion, permit discovery or other
pretrial proceedings and may proceed to trial upon the appraisal prior to the final determination of the stockholder entitled to an appraisal. Any
stockholder whose name appears on the list filed by the surviving or resulting corporation pursuant to subsection (f) of this section and who has
submitted such stockholder s certificates of stock to the Register in Chancery, if such is required, may participate fully in all proceedings until it
is finally determined that such stockholder is not entitled to appraisal rights under this section.

(1) The Court shall direct the payment of the fair value of the shares, together with interest, if any, by the surviving or resulting corporation to the
stockholders entitled thereto. Interest may be simple or compound, as the Court may direct. Payment shall be so made to each such stockholder,
in the case of holders of uncertificated stock forthwith, and the case of holders of shares represented by certificates upon the surrender to the
corporation
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of the certificates representing such stock. The Court s decree may be enforced as other decrees in the Court of Chancery may be enforced,
whether such surviving or resulting corporation be a corporation of this State or of any state.

(j) The costs of the proceeding may be determined by the Court and taxed upon the parties as the Court deems equitable in the circumstances.
Upon application of a stockholder, the Court may order all or a portion of the expenses incurred by any stockholder in connection with the
appraisal proceeding, including, without limitation, reasonable attorney s fees and the fees and expenses of experts, to be charged pro rata against
the value of all the shares entitled to an appraisal.

(k) From and after the effective date of the merger or consolidation, no stockholder who has demanded appraisal rights as provided in subsection
(d) of this section shall be entitled to vote such stock for any purpose or to receive payment of dividends or other distributions on the stock
(except dividends or other distributions payable to stockholders of record at a date which is prior to the effective date of the merger or
consolidation); provided, however, that if no petition for an appraisal shall be filed within the time provided in subsection (e) of this section, or if
such stockholder shall deliver to the surviving or resulting corporation a written withdrawal of such stockholder s demand for an appraisal and an
acceptance of the merger or consolidation, either within 60 days after the effective date of the merger or consolidation as provided in subsection
(e) of this section or thereafter with the written approval of the corporation, then the right of such stockholder to an appraisal shall cease.
Notwithstanding the foregoing, no appraisal proceeding in the Court of Chancery shall be dismissed as to any stockholder without the approval

of the Court, and such approval may be conditioned upon such terms as the Court deems just.

(1) The shares of the surviving or resulting corporation to which the shares of such objecting stockholders would have been converted had they
assented to the merger or consolidation shall have the status of authorized and unissued shares of the surviving or resulting corporation.
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Multi-Channel Holdings, Inc.

c/o Golden Gate Private Equity, Inc.
One Embarcadero Center, 33rd Floor
San Francisco, California 94111

Attention: Prescott Ashe

Blue Martini Software, Inc.
2600 Campus Drive, Suite 200
San Mateo, CA 94403

Attention: Monte Zweben

Gentlemen:

Golden Gate Private Equity, Inc.
One Embarcadero Center, 33rd Floor
San Francisco, California 94111
Telephone (415) 627-4500

Telecopier (415) 627-4501

February 28, 2005

Annex D

Multi-Channel Holdings, Inc., a Delaware corporation ( Parent ), has informed the signatory to this commitment letter that it proposes to acquire

(the Acquisition ) 100% of the capital stock of Blue Martini Software, Inc., a Delaware corporation ( BMS ), pursuant to an agreement and plan of

merger dated on or about the date of this commitment letter (as amended from time to time in accordance with its terms, the Merger Agreement )
by and among Parent, BMS Merger Corporation, a Delaware corporation and wholly-owned subsidiary of Parent ( Merger Sub ), and BMS. The
Acquisition is intended to be effected by the merger of Merger Sub with and into BMS, with BMS surviving the merger (the Merger ).
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The signatories to this letter (collectively, Golden Gate Capital ) are pleased to advise you that Golden Gate Capital is committed to invest at or
prior to the Closing (as defined in the Merger Agreement) an amount (not to exceed $54,834,185) in cash that, together with the cash that Parent
is entitled to cause BMS to deposit with the paying agent immediately following the effective time of the Merger in accordance with the
provisions of Section 2.3(a) of the Merger Agreement, is equal to the aggregate Merger Consideration payable under the Merger Agreement (the
Commitment ) for the acquisition of equity and/or debt securities of Parent, as a source of funds required to fund the Acquisition and the Merger
in accordance with the terms of the Merger Agreement. Golden Gate Capital s commitment is conditioned only upon the prior fulfillment or
waiver in writing by Parent of each and all of the conditions precedent to Parent s and Merger Sub s obligations to consummate the Merger under
the Merger Agreement.

Golden Gate Capital further agrees that in the event that (a) a court of competent jurisdiction renders a judgment in any legal proceeding (a
Judgment ) in which BMS has claimed or alleged that Parent and/or Merger Sub has breached or committed a default under the Merger

Agreement in any manner (including without limitation by wrongfully terminating the Merger Agreement), and (b) the terms of such Judgment

require that Parent and/or Merger Sub make or cause to be made a cash payment to BMS (the Required Cash Payment ) in satisfaction of such

Judgment, Golden Gate Capital shall, not later than ten (10) days after the receipt of such Judgment by Golden Gate Capital, or on such later

date as BMS may direct Golden Gate Capital in writing, invest in Parent for the purpose of funding the Required Cash Payment (the Judgment

Funding ) an amount in cash equal to the lesser of (i) $5,000,000 or (ii) the amount of the Required Cash Payment for the acquisition of equity

securities of Parent (such lesser amount, the Funding Amount ). In addition, Parent shall, contemporaneously with its receipt of such investment,

provide BMS with reasonable written confirmation that such investment has been made. In no event shall Parent or Golden Gate Capital cause

or permit the redemption
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Blue Martini Software, Inc.
February 28, 2005

Page 2

or repurchase by Parent of any securities of Parent held by Golden Gate Capital following the making of the Judgment Funding until the
Required Cash Payment (or such other amount as may be ultimately awarded to BMS in a final, non-appealable judgment in such legal
proceeding) has been paid in full by Parent and/or Merger Sub to BMS.

Golden Gate Capital reserves the right, prior to or after execution of definitive documentation for the financing transactions contemplated
hereby, to cause any portion of its Commitment hereunder to be fulfilled by causing one or more of its affiliates or other investors to actually
fund all or any portion of the investment in Parent required by this commitment letter, and upon the actual funding of such portion of Golden
Gate Capital s Commitment, Golden Gate Capital s remaining Commitment hereunder shall be correspondingly reduced.

The parties hereto acknowledge that BMS is a third party beneficiary of this commitment letter. This commitment letter will inure to the benefit
of and be enforceable by BMS, on its own behalf and on behalf of or in the name of Parent, and this commitment letter shall be considered a
guaranty in favor of BMS by Golden Gate Capital solely (a) of the payment obligations of Parent under Article 2 of the Merger Agreement in an
amount not to exceed the Commitment and (b) of the Judgment Funding, and shall be and have the same force and effect as such a guaranty
solely with respect to the payment obligations described in clauses (a) and (b) of this paragraph.

This commitment letter may not be amended or modified or waived by Parent in any manner adverse to BMS without the prior written consent
of BMS. There is no express or implied intention to benefit any other third party, and nothing herein is intended, nor shall anything herein be
construed, to confer any rights, legal or equitable, on any person other than Parent, Merger Sub and BMS.

Golden Gate Capital s obligation to fund the Commitment will expire on the earlier to occur of (i) the consummation of the Merger and the
satisfaction of Parent s payment obligations under Article 2 of the Merger Agreement and (ii) the termination of the Merger Agreement in
accordance with the terms thereof. Golden Gate Capital s obligation to make the Judgment Funding will expire on the earliest to occur of (i) the
consummation of the Merger and the satisfaction of Parent s payment obligations under Article 2 of the Merger Agreement, (ii) the expiration of
all applicable statutes of limitation governing claims by BMS that Parent and/or Merger Sub has breached or committed a default under the
Merger Agreement and (iii) the making of the Judgment Funding in full. From and after the expiration of all of Golden Gate s obligations under
this commitment letter, Golden Gate Capital will have no further liability or obligation to any person or entity as a result of this commitment
letter.

This commitment letter shall be governed by and construed in accordance with the internal laws of the State of New York (excluding the
provisions of such laws regarding conflicts of law). Under no circumstances shall Golden Gate Capital be liable to any person for
consequential, punitive, exemplary, or special damages. Capitalized terms used and not otherwise defined in this letter shall have the
meaning ascribed to such terms in the Merger Agreement.
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This commitment letter may be signed in two or more counterparts, any one of which need not contain the signature of more than one party, but
all such counterparts taken together shall constitute one and the same agreement. The rights of Parent or the beneficiary under this commitment
letter may not be assigned in any manner without Golden Gate Capital s prior written consent. The obligations of Golden Gate Capital under this
commitment letter may not be assigned in any manner except as expressly set forth herein.

ok sk ok ok
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If you are in agreement with the terms of this commitment letter, please forward an executed copy of this commitment letter to the undersigned.

We appreciate the opportunity to work with you on this transaction.

Accepted and Agreed to as of the date first above
written.

MULTI-CHANNEL HOLDINGS, INC.

By: /s/ David Dominik

Name: David Dominik
Title: Vice President

BLUE MARTINI SOFTWARE, INC.

By: /s/ Monte Zweben

Name: Monte Zweben
Title: Chairman and Chief Executive Officer

Table of Contents

Yours sincerely,
GOLDEN GATE PRIVATE EQUITY, INC.

By: /s/ David Dominik

Its: Managing Director
GOLDEN GATE CAPITAL INVESTMENT
FUND II, L.P.

By: /s/ David Dominik

Its:  Managing Director
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BLUE MARTINI SOFTWARE, INC.

SPECIAL MEETING OF STOCKHOLDERS TO BE HELD [ e ], 2005

THIS PROXY IS SOLICITED ON BEHALF OF THE BOARD OF DIRECTORS

OF BLUE MARTINI SOFTWARE, INC.

TO VOTE, MARK BLOCKS BELOW IN BLUE OR BLACK INK AS
FOLLOWS:

VOTE BY INTERNET - www.proxyvote.com

Use the Internet to transmit your voting instructions and for electronic
delivery of information up until 11:59 P.M. Eastern Time the day
before the cut-off date or meeting date. Have your proxy card in hand
when you access the web site and follow the instructions to obtain
your records and to create an electronic voting instruction form.

VOTE BY PHONE - 1-800-690-6903

Use any touch-tone telephone to transmit your voting instructions up
until 11:59 P.M. Eastern Time the day before the cut-off date or
meeting date. Have your proxy card in hand when you call and then
follow the instructions.

VOTE BY MAIL

Mark, sign and date your proxy card and return it in the postage-paid
envelope we ve provided or return to Blue Martini Software, Inc., c/o
ADP, 51 Mercedes Way, Edgewood, NY 11717.

BLMRT!1 KEEP THIS PORTION FOR YOUR RECORDS

DETACH AND RETURN THIS PORTION ONLY

THIS PROXY CARD IS VALID ONLY WHEN SIGNED AND DATED

BLUE MARTINI SOFTWARE, INC.

For Against Abstain

THE BOARD OF DIRECTORS RECOMMENDS A VOTE FOR PROPOSAL 1 (0] (0] (0]

PROPOSAL 1: To consider and vote upon a proposal to adopt the Agreement and Plan of Merger, dated as
of February 28, 2005, among Multi-Channel Holdings, Inc., BMS Merger Corporation, a wholly-owned
subsidiary of Multi-Channel Holdings, Inc., and Blue Martini Software, Inc., as it may be amended from time
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to time (the merger agreement ).

For

THE BOARD OF DIRECTORS RECOMMENDS A VOTE FOR PROPOSAL 2 (0]

PROPOSAL 2: To vote to adjourn the Special Meeting, if necessary, for the purpose of soliciting additional
proxies to vote in favor of adoption of the merger agreement.

Please sign exactly as name appears hereon. If the stock is registered
in the names of two or more persons, each should sign. Executors,
administrators, trustees, guardians or other fiduciaries should give full
title as such. If signing for a corporation, please sign in full corporate
name by a duly authorized officer. If signing for a partnership, please
sign in partnership name by authorized person.

Signature [PLEASE SIGN WITHIN BOX] Date Signature [Joint Owners]
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FOLD AND DETACH HERE

BLUE MARTINI SOFTWARE, INC.

2600 Campus Drive

San Mateo, California 94403

PROXY SOLICITED BY THE BOARD OF DIRECTORS

FOR THE SPECIAL MEETING OF STOCKHOLDERS

TO BE HELD ON [ » ], 2005

The undersigned revokes all previous proxies, acknowledges receipt of the Notice of the Special Meeting of Stockholders to be held [ e ],
2005 and the Proxy Statement and hereby appoints Monte Zweben and Eran Pilovsky, and each of them, each with the power to appoint
his or her substitute and hereby authorizes them, as attorneys-in-fact and proxies of the undersigned, to represent and to vote as
designated on the reverse side, all shares of common stock of Blue Martini Software, Inc. (the Company ) held of record by the
undersigned on [ ® ], 2005 at the Special Meeting of Stockholders to be held at 2600 Campus Drive, San Mateo, California 94403 on

[ ®], 2005 at 10:00 a.m. local time, and at any and all postponements, continuations and adjournments thereof, with all powers that the
undersigned would possess if personally present, upon and in respect of the following matters and in accordance with the following
instructions, with discretionary authority as to any and all other matters that may properly come before the meeting.

UNLESS A CONTRARY DIRECTION IS INDICATED, THIS PROXY WILL BE VOTED FOR PROPOSAL 1 AND, IF
NECESSARY, PROPOSAL 2, AS MORE SPECIFICALLY DESCRIBED IN THE PROXY STATEMENT.

IF SPECIFIC INSTRUCTIONS ARE INDICATED, THIS PROXY WILL BE VOTED IN ACCORDANCE THEREWITH.

SEE l;ﬁ}g: RSE (CONTINUED AND TO BE SIGNED ON REVERSE SIDE) SEE lslfl];g? RSE
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