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MINNESOTA SECRETARY OF STATE
AMENDMENT OF ARTICLES OF INCORPORATION

BEFO&E COMPLETING THIS FORM, PLEASE READ INSTRUCTIONS LISTED BELOW.
' CORPORATE.'NAME:(Ust the name ofthe company prior to any desired name change)

TSI.Doﬁestic International Sales Corporation

This amendment is effective on the day it is filed with the Secretary of State, unless you indicate ancther date, no
later than 30 days after filing with the Secretary of State. ‘
6 October 1995

The following amendment(s) of articles regulating the_above corporation were adopted: (Insert full text of newly
amended article(s) indicating. which article(s) is (are) being amended or added.) If the full text of the amendment will
not fit in the space provided, attach additional numbered pages. (Total number of pages including this form _1_)

' . ARTICLE _1I '

The name of this corporation shall be Aerometrics, Inc.

This amendment has been approved pursuant to Minnesotfa Statutes chapter 302A or 317A. | certify that | am
authorized to execute this amendment and | further certify that | upderstand that by stgning this amendment, | am
subject to the penalties of perjury as set forth in section 609.48 as if ILD\ad si 7 thid\améndment under oath.
BY: C '
-\w{,pj .
Lo

. i '
k—(éugnature of AuthoriZéd Person).owell D. Nystrom,
Its Vice President, Treasurer & Assistant Secreta

INSTRUCTIONS FOR OFFICE USE ONLY

1. Type or print with black ink.

2. A Filing Fee of: $35.00, made payable to the

Secretary of State.

3. Retum completed forms to: STATE OF MlNNESg}rEA
Secretary of State DEPARTMEH}SD F st
180 State Oftice Building 995
100 Constitution Ave. : : OCT 101935 .
St. Paul, MN 55155-1299 .
(612)296-2803 Duslivare Kwes

08921340 Rov. 892

Secretary of Safe
o
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/ THE SO H
QF
ST DOMES IATIONAL SALE RATION

THE UNDERSIGNED, being the sole shareholder of TSI Domestic International
Sales Corporation, a corporation duly organized and existing under the laws of
Minnesota, in lieu of a meeting of the Sharcholders, does hereby adopt the following
resolutions by unanimous written consent:

Election of Directors

RESOLVED, that the following named persons be and they hereby are elected to
the Board of Directors of this Corporation to serve thereon according to its
Bylaws unti] their successors have been duly elected and qualified:

Leroy M. Fingerson
Lowell D. Nysirom
Frank Dorman

Approval of Metger

RESOQLVED, that the form, terms and provisions of, and the consummation of the
transactions contemplated in, the Agreement and Plan of Merger (the “Merger
Agreement”) to be entered into by the Corporation, TSI Incorporated, and
Aerometrics, Inc., a California corporation, in the form presented to the
shareholder be, and they hereby are, approved, and that the President or any Vice
President, and if required, the Secretary or any Assistant Secretary of the
Corporation be, and each of them hereby is, authorized to exccute and deliver in
the name and on behalf of the Corporation, the Merger Agreement, in
substantially such form with such changes therein as such officer or officer may
by his, her, or their execution thereof approve.

FURTHER RESOLVED, that the proper officers of the Corporation be, and each
of them hereby is, in the name and on behalf of the Corporation, authorized to
execute and deliver all such further agreements, certificates, documents and other
instruments, to make all such payments, and to take all such further action as such
officer or officers in his, her or their discretion may consider necessary or

_TRADEMARK
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appropriate in order to camry out the transactions contemplated by the foregoing
resolution.

Dated effective October & , 1995,

TSI INCORPORATED

By ZM@/\
L/ y M. Fmgers
S C hairman

< p@%

Lowell D. stt
Its Vice Presxdent

GP:226931 vl
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The undersigned, being all of the directors of TSI Domestic International Sales

Corporation, a Minnesota corporation, do hereby take the following actions by

unanimous written consent in lieu of a meeting of the Board of Directions:

Election of Officers

Me

RESOLVED, that the following named persons be, and they hereby are, elected to
the offices set forth opposite their respective names to serve as such officers of the
corporation according to its Bylaws until their successors shall have been duly
elected and qualified:

Leroy M. Fingerson President

Lowell D. Nystrom Vice President,
Treasurer and
Assistant Secretary

Laura Cochrane Secretary

agreemen

RESOLVED, that the form, terms and provisions of, and the consummation of the
transactions contemplated in, the Agreement and Plan of Merger (the “Merger
Agreement”) to be entered into by the Corporation, TSI Incorporated, and
Aerometrics, Inc., a California corporation, in the form preseated to the Directors
be, and they hereby are, approved, and that the President or any Vice President,
and if required, the Sccretary or any Assistant Secretary of the Corporation be,
and each of them hereby is, authorized to execute and deliver in the name and on
behalf of the Corporation, the Merger Agreement, in substantially such form with
such changes therein as such officer or officers may by his, her, or their execution
thereof approve.

FURTHER RESOLVED, that the proper officers of the Corporation be, and each
of them hereby is, in the name and on behalf of the Corporation, authorized to
execute and deliver all such further agrecments, certificates, documents and other
instruments, to make all such payments, and to take all such further action as such
officer ar officers in his, ber or their discretion may consider necessary or
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appropriate in order to carry out the transactions contemplated by the foregoing
resolutions.

Dated effective October _ , 1995.

M Fmaerso

§Qm

Lowell D. T\ystrom /

Frank Dorman

GP:220960 vl
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ACTION BY THE DIRECTORS
OF

TSI DOMESTIC INTERNATIONAL SALES CORPORATION

The undersigned, being all the directors of TSI Domestic International Sales Corporation, a
Corporation duly organized and existing under the laws of the state of Minnesota, do hereby take the
following action by unanimous written consent in lieu of a meeting of the Board of Directors:

ecti f ce
RESOLVED, that the following named persons be, and they hereby are, elected to
the offices set forth opposite their respective names to serve as such officers of
this corporation according to 1ts bylaws until their successor shall have been duly

elected and qualified:

Leroy M. Fingerson Chairman & Chief Executive Officer

William D. Bachalo President

Lowell D. Nystrom Vice President, Treasurer & Assistant Secretary
Laura J. Cochrane Secretary

Change of Name in connection with Merger

RESOLVED, that upon the effective date of the Merger referred to in a resolution
by this Board dated 6 October 1995, Article I of the Articles of Incorporation of
the Corporation shall be revised to read as follows:

ARTICLEI
The name of this Corporation shall be AEROMETRICS, INC.

Dated effective 6 October 1995.

OfyM. Fingerson/
LP/ /g M/)M

Lowell D. Nystrom

Dol O e

Frank D. Dorman
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SECRETARY OF STATE

CORPORATION DIVISION

I, BILL JONES, Secretary of State of the State of California,
hereby certify:

That the annexed transcript has been compared with
the corporate record on file in this office, of which 1t
purports to be a copy, and that same is full, true and

correct.

IN WITNESS WHEREQOF, 1 execute
this certificate and affix the Great
Seal of the State of California this

0CT 1 31995

Y

Secretary of State

LEwe TIZA0IT =2 1254 TRADEMARK
REEL: 1787 FRAME: 0934



D503152

ENDORSED
FILED

In the effice of the Secretary of State
of the State of California
ARTICLES OF MERGER

OCT 0 6 1995
OF 'ﬁ
AEROMETRICS, INC. BILL JONES, Se@rﬁr‘;te
WITH AND INTO

TSI DOMESTIC INTERNATIONAL SALES CORPORATION

The undersigned corporations, AEROMETRICS, INC,, a California corporation
(~Aerometrics™), and TSI DOMESTIC INTERNATIONAL SALES CORPORATION, a

Minnesota corporation (“TSIDISC”) hereby certify pursuant to Section 302A.615 of the
Minnesota Business Corporation Act (the “Act”™) as follows:

FIRST: Attached hereto as Annex A is the Plan of Merger of Aerometrics with
and into TSIDISC (the “Plan of Merger™).

SECOND: The Plan of Merger has bcen approved by the sharcholders and the
Boerd of Directors of Aerometrics pursuant to the applicable requirements of the
Caliomia Corporation Code.

THIRD: The Plan of Merger has been approved by the Board of Directors and
sharzholders of TSIDISC pursuant to Section 302A.613 of the Act.

Dated: October 6 , 1995 AEROMETRICS, INC.

Dr. William D. Bachalo
Its President

Dazed: October _6 , 1995 TSI DOMESTIC INTERNATIONAL
SALES CORP

///”//’ 4%”
\/Low:lmystrom/

Its Vice President and Treasurer

GP I28736 0
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ANNEX A
PLAN OF MERGER
Of
AEROMETRICS, INC.
WITH AND INTO
TSI DOMESTIC INTERNATIONAL SALES CORPORATION
This Plan of Merger is entered into this _6thday of October, 1995, by and

between AEROMETRICS, INC,, a California corporation, (“Aerometrics™) and TSI
DOMESTIC INTERNATIONAL SALES CORPORATION , a Minncsota corporation,
(" TSIDISC™).

RECITALS

1. Merger. Aerometrics and TSIDISC propose to merge as provided in this
Plan of Mcrger. TSIDISC will be the suniving corporatien in the Merger.

2. Terms and Conditions. The terms and conditions of the proposed Merger
are set forth in the Agreement and Plan of Merger dated October 6. 19935, attached
hereto and incerporated herein by reference.

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

AEROMETRICS, INC.

LA, M a

Dr. William D. Bachalo
Its President

TSI DOMESTIC INTERNATIONAL
SALES-CORPORATION
| / \ Y
B L / /_/A/’,//\ —~

~ LO“'cleNSIStTO;TV
Its Vice President and Treasurer

GP 225707 vi
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PLAN OF MERGER

PLAN OF MERGER, made and entered into as of the 6th day of October, 1995,
by and among TSI INCORPORATED, a Minnesota corporation, having its principal
place of business at 500 Cardigan Road, P.O. 64394, St. Paul, Minnesota 55164 (“TSI"),
TSI DOMESTIC INTERNATIONAL SALES CORPORATION, a Minnesota
corporation and a wholly-owned subsidiary of TSI having its principal place of business
at 500 Cardigan Road, P.O. 64394, St. Paul, Minnesota 55164 (*Newco), and
AEROMETRICS, INC., a California corporation, having its principal place of business at
755 North Mary Avenue, Sunnyvale, California 94086 (the “Company™), and WILLIAM
D. BACHALO, an individual residing at 14660 Saltamontes Way, Los Altos Hills,

Calitornia 94022 (the “Principal Shareholder™).

RECITALS

The Boards of Directors of TSI and Newco, TSI in its capacity as a shareholder of
Newco and the Principal Shareholder and the Board of Directors of the Company,
deeming it advisable for the mutual benefit of TSI, Ncweo and the Company and their
respective sharehalders that TSI acquire the Company by thc merger of the Company and
Newco under the terms and conditions hereinafter set forth (the “Merger”), have
approved this Plan of Merger (the “Agreeincnt™).

This Plan of Merger, in accordance with the agreement of the parties, sets forth
the terms and conditions of the Merger and the mode of carrying the same into effect, as
follows:

PLAN OF MERGER

SECTION 1.1 Actions to be Taken. Upon performance of all of the covenants
and obligations of the parties contained herein and upon fulfillment (or waiver) of all of
the conditions to the obligations of the parties contained herein, at the Effective Time of
the Merger (as hereinafter defined) and pursuant to the Business Corporation Act of the
State of Minnesota {the “MBCA”) and the California Corporation Code (the “CCC”), the
following shall occur; '

1.1.1 The Company shall be merged with and into Newco, which shall be the
surviving corporation (the “Surviving Corporation”). The separate existence and
corporate organization of the Company shall cease at the Effective Time of the Merger,
and thereupon the Company and Newco shall be a single corporation, the name of which
shall be Acrometrics, Inc. Newco, as the Surviving Corporation, shall succeed, insofar as
permitted by law, to all of the rights, assets, liabilities and obligations of the Company in
accordance with the MBCA and CCC.

TRADEMARK
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1.1.2  The Articles of Incorporation of Newco shall be and remain the articles of
incorporation of the Surviving Corporation until amended as provided by law.

1.1.3 The By-Laws of Newco shall be and remain the by-laws of the Surviving
Corporation until amended as provided by law.

1.1.4 Until changed in accordance with the articles of incarporation and by-laws
of the Surviving Corporation, William D. Bachalo, Leroy M. Fingerson, and Lowell
Nystrom shall be the directors of the Surviving Corporation.

1.1.5 Until changed in accordance with the articles of incorporation and by-laws
of the Surviving Corporation, the following persons shall be the officers of the Surviving
Corporation:

Name Office
Leroy M. Fingerson Chairman
William D. Bachalo President
Lowell Nystrom Vice President, Treasurer and
Assistant Secretary
Laura Cochrane Secretary

1.1.6  Assoon as practicable after the terms and conditions of this Agreement
have been satisfied, and upon consummation of the closing referred to in Article IX
hereof (the “Closing”), articles of merger consistent with this Agreement in the form
prescribed by, and properly executed in a accordance with, the MBCA and the CCC, in
form and substance satisfactory to the parties hercto and providing for immediate
effectiveness of the Merger (the “Articles of Merger”), shall be filed with the Secretary of
State of the State of Minnesota and the Secretary of State of the State of California. The
Merger shall become effective on the date on which the Articles of Merger are properly
filed with the Secretary of State of Minnesota pursuant to the MBCA, so long as the
Articles of Merger are filed with Secretary of State of California within six months
thereafter pursuant to the CCC. As used in this Agreement, the “Effective Time of the
Merger” shall mean the date of filing with the Secretary of State of Minnesota.

SECTION 1.2 Common Stock of Surviving Corperation. Following the
Effective Time of the Merger, each of the issued and outstanding shares of common stock
of Newco shall, by virtue of the Merger and without any action on the part of TSI
continue to be outstanding shares of common stock of the Surviving Corporation. Each
share shall be fully paid and non-assessable.

SECTION 1.3 Defipitions. For purposes of this Agreement, the following terms
shall have the following meanings: '
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1.3.1 The term “Average Price” shall mean the average (rounded (o the ncarest
penny) of each “Mid-Price” (as defined herein) of TSI Common Stock during the Trading
Period (as defined herein). The “Trading Period™ shall inean the period of forty (40)
consecutive trading days ending on and including October 2, 1995; provided, however,
that if no trades occur on any of such trading days, the trading days on which no trades
occur shall be disregarded and a sufficient number of trading days on which trades did
occur and which iminediately preceded the 40 consecutive trading days shall be added to
the Trading Period so that there will be a total of 40 trading days on which trades
occurred. The Mid-Price for those days shall be employed for the calculations described
herein. For purposes of this Agreement, the term “Mid-Price” on each trading day shall
mean the median between the high and the low trade prices for all of the stock trades of
TSI’s Common Stock traded on such trading day as quoted on the National Market
System of the National Association of Securities Dealers Automated Quotation System
(as reported in the Wall Street Journal). No party hereto shall, or shall cause or solicit its
officers, directors, employees or agents to, make any trades in TSI Common Stock that
have the effect of materially increasing the Average Price.

1.3.2 The term “Nummber of Qutstanding Shares” shall be the number of issued
and outstanding shares of the Company Common Stock at the Effective Time of the
Merger.

1.3.3 The term “Cagh Conversion Number™ shall be the dollar amount equal to
the result obtained by dividing an amount equal to (i) $1,045,000 (as it may be adjusted
pursuant to Section 1.6 hereof) less (u) the Option Payment, by the Number of
Outstanding Shares.

1.3.4 The term “Number of TSI Shares” shall mean the number of TS Shares to
be issued in the Merger, which number shall be the result obtained by dividing
$1,600,000 (as it may be adjusted pursuant to Section 1.6 hereof) by the Average Price.

1.3.5 The term “Option Payment” shall mean the doliar amount paid by the
Company to buy out the option held by Michael Houser.

1.3.6 The term “Share Conversion Number” shall be the number (as it may be
adjusted pursuant to Section 1.6 hereof) obtained by dividing the Number of TSI Shares
by the Number of Outstanding Shares.

1.3.7 The term “Effective Date” shall mean October 1, 1995 effective as of the
opening of business on said date.

SECTION 1.4 Cancellation or Conversion of Company Common Stock. As
of the Effective Time of the Merger, by virtue of the Merger and without any action on
the part of any Shareholders:

1.4.1 Treasurv Shares. The Company has no treasury shares.
TRADEMARK
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1,42 Conversion. Except as provided herein with respect to Dissenting Shares
(as hercinafter defined) and fractional shares, at the Effective Time of the Merger, each
share of Company Cormmon Stock which is issued and outstanding shall be converted
into (i) a number of shares of the comumon stock of TSI, $.10 par value (“TS! Common
Stock™), equal to the Share Conversion Number, (as it may be adjusted pursuant to
Section 1.6 hereof and subject to adjustment pursuant to Section 1.5 hereof), and (ii) an
amount of cash equal to the Cash Conversion Number (as it may be adjusted pursuant to
Section 1.6 hereot).

1.4.3 Fractional Shargs. In lieu of the issuance or recognition of fractional
shares of TSI Common Stock or interests or rights therein, each holder of shares of
Company Common Stock to be converted into TSI Common Stock pursuant to Section
1.4.2 hereof shall be paid an amount in cash equal to such fraction multiplied by the
Avcrage Price.

1.4.4 Sumender of Shares. After the Effective Time of the Merger, each holder
of an outstanding certificate or certificates theretofore representing shares of Company
Commuon Stock converted into TSI Common Stock pursuant to Section 1.4.2 hereof
(“Company Stock Certificates™), upon surrender thereof either to TS!, its representative
or Norwest Bank, N.A_, TSI's transfer agent (the “Transfer Agent”), shall be entitled to
reccive (subject to the escrow provisions hereinafter set {orth) in exchange therefor (i) the
total cash conversion amounts for such sharcs pursuant to Section 1.4.2 hereof, (ii) any
payment due in lieu of fractional shares pursuant to Section 1.4.3 hereof, and (iii) a
certificate or certificates representing the number of whole shares of TSI Common Stock
into which the shares of Company Common Stock theretofore represented by such
surrendered certificate or certificates shall have been converted pursuant to Section 1.4.2
hereof. TSI shall immediately wire the funds representing the cash conversion amount to
which the Principal Shareholder is entitled at Closing upon receipt of the certificates of
the Principal Shareholder.

Until so surrendered, each outstanding Company Stock Certificate shall be
deemed for all purposes, other than as provided below with respect to the payment of
dividends or other distributions, if any, in respect of TSI Common Stock, to represent the
cash conversion amounts for the shares represented by the certificate plus the number of
whole shares of TSI Common Stock into which the shares of Company Common Stock
theretofore represented thereby shall have been converted. Until so surrendered, TSI
may, at its option, refuse to pay any dividend or other distribution, if any, payable to the
holders of shares of TSI Common Stock to the holders of Company Stock Certificates;
provided, however, that upon surrender and exchange of such Company Stock
Certificates there shall be paid to the record holders of the TSI stock certificates or
certificates issued in exchange therefor the amount, without interest, of dividends and
other distributions, if any, which have become payable and which have not previously
been paid with respect to the number of whole shares of TSI Common ﬂifd
topether with, without interest, any navment for fractional shﬁresfﬁﬂg re 3 ﬁﬁ}QME. 0940




1.4.3 hereof, and, without interest, the cash conversion amount for the shares of Company
Common Stock.

Whether or not a Company Stock Certificate is surrcndered, from and after the
Effective Time of the Merger such certificate shall under no circumstances evidence,
represent or otherwise constitute any stack or other interest whatsoever in the Company,
the Surviving Corporation or any other person, firm or corporation other than TSI or its
SUCCESSOIS.

1.4.5 Dissenters. The shares of Company Common Stock held by those
shareholders of the Company who have timely and properly exercised their dissenters’
rights in accordance with the provisions of the CCC applicable to dissenters’ rights (the
“Appraisal Laws") are referred to herein as “Dissenting Shares”. Each Dissenting Share,
the holder of which, as of the Effective Time of the Merger, has not effectively
withdrawn or lost his dissenters’ rights under the Appraisal Laws, shall not be converted
into or represent a right to receive TSI Common Stock and the cash conversion amounts
in the Merger, but the holder thereof shall be entitled only to such rights as are granted
by the Appraisal Laws. Each holder of Dissenting Shares who becomes entitled to
payment for his Company Common Stock pursuant to the provisions of the Appraisal
Laws shall receive payment therefor from the Surviving Corporation from funds provided
by TSt (but only after the amount thereof shall have becn agreed upon or finally
determined pursuant to such provisions). If any holder of Dissenting Shares shall
cffectively withdraw or lose his disscnters’ rights under the Appraisal Laws, such
Dissenting Shares shall be converted into the right to receive TSI Common Stock and the
cash conversion amounts in accordance with the provisions hereof.

1.4.6 TSI Certificates. Al or before the Effective Time of the Merger, TSI shall
make available to the Transfer Agent certificates for such number of shares of TSI
Common Stock as shall be required for exchange in accordance with this Agreement. If,
pursuant to the adjustment provided by Section 1.6 hereof, additional shares of TSI
Cammon Stock must be issued, TSI shall make additional certificates available to the
Transfer Agent.

SECTION 1.5 Adjustments for TSI Stock Splits, Ete, In the event that,
subsequent to the date of this Agreement but prior to the Effective Time of the Merger,
the outstanding shares of TSI Common Stock shall have been increased, decreased,
changed into or exchanged for a different number or kind of shares or sccurities and such
increase, decrease, change or exchange shall have been effected through a stock dividend,
stock split or reverse stock split, then an appropriate and proportionate adjustment shall
be made in the manner in which the Share Conversion Number is calculated hereunder.

SECTION 1.6 Adjustments to Merger Consideration Based on Company’s
Closing Book Value. The parties have agreed that the total merger consideration

(hereinafter the “Merger Consideration™) would have a value (the “Target Valuc”) equal
to $2,645,000 less the Option Payment, based on the assumption that the net book value

TRADEMARK
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determined in accordance with generally accepted accounting principles, (the “Closing
Book Value”) of the Company eftective as of the Effective Date would be $1,630,000
less the Option Payment. At the Target Value, the Mcrger Consideration consists of cash
of $1,045,000 less the Option Payment, and TSI Common Stock having a total value,
based on the Average Price, of $1,600,000.

If the Closing Book Value is greater than an amount equal to (i) $1,830,000 less
(i1) the Option Payment, then the Merger Consideration shall be increased by
consideration having a value (the “Increased Value”) equal to the excess over said
amount, [fthe Closing Book Value is less than an amount equal to (i) $1,430,000 less (ii)
the Option Payment, then the Merger Consideration shall be reduced by consideration
having a value (the “Decreased Value”) equal to the deficit below said amount. If the
Closing Book value is from $1,430,000 less the Option Payment, to $1,830,000 less the
Option Payment, inclusive (the “Range™), no Adjustment shall be made.

1.6.1 Proportionate Among Cash and Shares. Where consideration equal in
value to the Increased Value or the Decreased Value is added to or subtracted from the

Merger Consideration, then the increase or decrease, as the case may be, shall be made by
a combination of cash and TSI Common Shares in the same proportion in which cash and
‘TSI Common Shares compose the Merger Consideration at the Target Value. The TSI
Common Shares will be valued at the Average Price for purposes of any adjustments
made.

1.6.2 Determination of Closing Bogk Valug. Promptly after the Closing Date
(as hercinafter defined), the Company, in cooperation with Purchaser, shall prepare its
financial statements (the “Closing Statements”) for the period ending the Effective Date,
including preparation of the balance sheet and statement of income and retained earnings
for the period beginning January 1, 1995 and ending on the Effcctive Date, Said financial
statements will consist of a balance sheet with footnotes and a statement of operations,
and shall be prepared in accordance with generally accepted accounting principles,
subject, however, to the specific provisions set forth below. Representatives (the
“Representatives™) of the former shareholder(s) of the Company (such representative
shall be the Principal Shareholder unless he designates another person or persons) and of
TSI shall be entitled to witness and/or participate in any actions material to the
preparation of the Closing Statements such as e.g., the counting and valuation of
inventory, verification of accounts receivable, and the like.

In preparing the Closing Statements, the following specific provisions shall
govern, even if following such provisions would not be in accordance with generally
accepted accounting principles:

(a)  The 4 Units at Dow. Prior to the date hereof, the Company has dclivered
4 Units of its Eclipse particle analyzer product to Dow Chemical (“Dow"),
three at Dow's Midland Michigan location, and one at Dow Canada.
However, the Company has not yet invoiced the 4 Units to Dow because
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the Company has not received a purchase order from Dow. If, within the
time period commencing on the date hereof and ending on the date the
Closing Statements are first completed (i.e., before the review petiod
starts) the Company receives a purchase order from Dow which permits
the Company to invoice some or all of the 4 1)nits, the Company shall
issue an invoice therefor and the amount that is invoiced shall be treated as
a receivable for purposes of determining the Closing Book Value. To the
extent the Company is not able to invoice some or all of the 4 Units within
said time period, the Units not invoiced shall be valued in accordance with
generally accepted accounting principles, taking into account, inter alia, a
possible requirement to treat the Units as demonstration or development
Units, and, if the Units are or can bc made saleable, any expenditures
required in order to put them in such saleable condition.

TSI and the Company will use their best efforts to have said financial statements
including the Closing Balance Sheet completed no later than 45 days after the Closing
Date. TFollowing completion of the financial statements, the Representatives of TSI and
the former Sharelolder(s) shall have twenty days to review said financial statements and
all documents and information relevant to the preparation ot and supporting said financial
statements. Following the completion of said twenty-day period, the Representatives
shall meet and determinc whether they agree with the Closing Book Value as shown on
such annual statements.

If the Representatives agree, the Closing Book Value shall be utilized to make
adjustments, if any are required, in accordance with this Section 1.6. If the
Representatives do not agree then they shall, for a period of ten days commencing at the
end of the twenty-day penod negotiate in an effort to rcach agreement as to the Closing
Book Value.

If they are unable to reach such agreement, then the Representatives shall appoint
an 1ndepcndent and qualified firm of certified public accountants to resolve any disputed
items. A “big six” firm which does not provide services, and has not within the
preceding three years provided services, to either of the Company or TSI shall be utilized.
TSI and Dr. Bachalo shall agree upon the firm to be utilized subject to the foregoing
requirements. The firm which is selected shall thereupon attempt to resolve all disputed
items within thirty (30) days after said firm’s sclection, and the recommendations made
by said firm shall be final. The expenses charged by said firm shall be barne equally by
'T'SI and the former Shareholders of the Company.

1.6.3 Closing Based on Target Value; Escrow. The closing of the transactions
provided hereby shall be made on the assumption that the Closing Book Value will be
within the Range, so the value of the Merger Consideration will be $2,645,000 less the
Option Payment. To that end, TSI will deliver cash equal to $1,045,000 less the Option
Payment al the Closing, to be paid as described below, and will direct the Transfer Agent
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to have certiticates prepared for TSI Common Shares having a value, based on the
Average Price, of $1,600,000.

As descnibed in Section 11.2 hereof, an escrow (the “Escrow”) is being
established to provide for indemnification claims, if any, which TSI may have against the
formcr Shareholders of the Company. Said escrow shall also be utilized to provide for
the Purchase Price Adjustment described herein. To that end, at the Closing, (i) $300,000
of the cash payable at Closing will be paid into the Escrow, and (i1) stock certificate(s)
representing fifteen percent of the Number of TSI Shares (based on the Target Value) (the
“Escrowed Shares™) will also be delivered to the Escrow Agent, to provide both for any
Purchase Price Adjustment pursuant to this section and for any indemnification claims.

After the Purchase Price Adjustment, if any, has been finalized, and distributions
or contributions, as provided below, have been made from or to the Escrow, there shall
remain in Escrow to provide for any indemnification claims (1) $100,000 in cash (the
“Claims Cash™) and (ii) a number of TSI Shares having a value of $100,000, determined
based on the Average Price (the “Claims Shares”). (Hereinafter the Claims Cash and the
Claims Shares are sometimes collectively referred to as the “Claims Amounts™.) The
Claims Amounts will remain in Escrow to be available for any indemnification claims.

1.6.4 Adjustments. For the purposes of all adjustments made pursuant to this
Section 1.6.4, the TSI Shares held in Escrow shall be deemed to have a value determined
based on the Average Pricc, notwithstanding the fact that at the time such adjustments are
made, shares of TSI Common Stock may be trading at another value.

If the Closing Book Value, as finally determined pursuant to Section 1.6.2 (the
“Final Value™), is within the range, no adjustment shall be made to the Merger
Consideration. In said event, the Escrowed Sharcs in excess of the Claims Shares shail
promptly be distributed to the former Shareholder(s). The cash held in Escrow in excess
of the Claims Cash shall promptly be distributed to the former Shareholder(s).

If the Closing Book Value, as finally determined, results in a Decreased Value,
then the total of such Decreased Value shall be broken into a cash component and TSI
Common Shares, in the same proportion as these items made up the Merger
Consideration at the Target Value. The number of TSI Common Shares constituting the
proportionate part of the Decreased Value shall then be returned by the Escrow Agent to
TSI. Any remaining TSI Common Shares held by the Escrow Agent shall first be utilized
to provide the Claims Shares to be retained in Escrow, and any balance remaining of the
TSI Common Shares held by the Escrow Agent shall be distributed to the former
Shareholders of the Company. The cash component of the Decreased Value shall
promptly be paid by the Escrow Agent from the Escrow to TSI. If the cash then
remaining in the Escrow exceeds the Claims Cash, the excess shall promptly be
distributed to the former Shareholders. If the amount held in escrow is not sufficient to
provide in full for the Decreased Value and the Claims Amounts, the former Shareholders
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of the Company shall deliver the deficiency to TSI in the form of cash and TSI Common
Shares.

If there is an Increased Value based on the final determination of the Closing
Book Value, all of the TSI Common Shares held in the Escrow in excess of the Claims
Shares shall be distributed to the former Sharcholders. In addition, TSI shall promptly
direct the Transfer Agent to issue to the former Sharcholders that number of TSI
Comimon Shares which represents the proportionate amount of the Increased Value. TSI
shall promptly pay the former Shareholders an amount of cash representing the
proportionate amount of the Increased Value. In addition, the cash held in Escrow in
excess of the Claims Cash shall promptly be distributed to the former Sharcholders.

After the foregoing adjustments are completed, the Claims Cash and the Claims
Shares shall continuc to be held in Escrow to be available for any indemnification claims.

1.6.5 Conforming Adjustments. Following final determination of Closing Book
Value as provided gbove, the various definitions contained herein which determine the
final Merger Consideration shall all be finalized based on the final determination. Thus,
the definitions of the Cash Conversion Number, the Number of TSI Shares, and the Share
Conversion Number shall all be appropriately adjusted.

SECTION 1.7 Further Assuranccs. From time (o time, on and after the
Effective Time of the Merger, as and when requested by TSI or its successors or assigns,
the proper officers and directors of the Company immediately before the Effective Time
of the Merger shall, at TSI’s expense, and for and on bchalf and in the name of the
Company, or otherwise, execute and deliver all such deeds, bills of sale, assignments and
other instruments and shall take or cause to be taken such further or other reasonable
actions as TSI or their respective successors or assigns may deem necessary or desirable
in order to confirm or record or otherwise transfer to the Surviving Corporation title to
and possession of all the properties, rights, privileges, powers, franchiscs and immunities
of the Company and otherwise to reasonably carry out fully the provisions and purposes
of this Agreement.

SECTION 1.8 Effective Date. Notwithstanding that the Closing hereunder is
held shortly after the Effective Date, it is the intention of the parties that the transactions
provided for herein shall be treated as being effective for all purposes on and as of the
Effective Date. To this end, all benefits and burdens of the business of the Company
from and after the Effective Date shall be for the account of TSI and Newca. Consistent
with the foregoing, any profits from operations of the Company in the time period from
the Effective Date through the Closing Date (the “Stub Period”) shall be for the benefit of
TSI and Newco, and any losses of the Company during the Stub Period shall be for the
account of TSI and Newco. Consistent with the foregoing, the parties are determining the
Closing Book Value as of the Effective Date. The parties agree to report the transactions
provided for herein consistent with such Effective Date provisions, including for both
book and tax purposes.
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THIS AGREEMENT AND PLAN OF MERGER sets forth the terms and
conditions of the Merger whereby Acrometrics, Inc. shall be emrged with and into TSI
Domestic International Sales Corporation.

GP:226704 v1
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SECRETARY OF STATE

Certificate of Merger

1, Joan Anderson Growe, Secretary of State of Minnesota, certify that: the documents
required to effectuate a merger between the entities listed below and designating the surviving
entity have been filed in this office on the date noted on this certificate; and the qualification
of any non-surviving entity to do business in Minnesota is terminated on the effective date of
this merger.

Merger filed Pursuant to Minnesota Statutes, Chapter: 302A
State of Formation and Names of Merging Entities:

MN: AEROMETRICS, INC.
MN:TSI DOMESTIC INTERNATIONAL SALES CORPORATION

State of Fonmmation and Name of Surviving Entity:

MN: TSI DOMESTIC INTERNATIONAL SALES CORPORATION
Effoctive Date of Merger: October 6, 1995
Néme of Surviving Entity After Effective Date of Merger:

TSI DOMESTIC INTERNATIONAL SALES CORPORATION

This certificate has been issued on: October 6, 1995
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ARTICLES OF MERGER
OF
AEROMETRICS, INC.
WITH AND INTO.
TS! DOMESTIC INTERNATIONAL SALES CORPORATION
The undersigned corporations, AEROMETRICS, INC,, a California corporation
(*Aerometrics™), and TSI DOMESTIC INTERNATIONAL SALES CORPORATION, a
Minnesota corporation (“TSIDISC™) hereby certify pursuant to Secton 302A.615 of the

Minnesota Business Corporation Act (the “Act”) as follows:

FIRST: Attached hereto as Annex A is the Plan of Merger of Aerometrics with
and into TSIDISC (the “Plan of Merger™).

SECOND: The Plan of Merger has been approved by the sharcholders and the
Boerd of Directors of Aerometrics pursuant to the applicable requirements of the
California Corporation Code.

THIRD: The Plan of Merger has been approved by the Board of Directors and
shareholders of TSIDISC pursuant to Section 302A.613 of the Act.

Dated: October & , 1995  AEROMETRICS, INC,

Dr. William D. Bachalo
Its President

Dated: October é , 1995 TSt DOMESTIC INTERNATIONAL

Lowel] }sttror{

Its Vice President and Treasurer
GP 226396 +1
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ANNEX A
PLAN OF MERGER
OF
" AEROMETRICS, INC.
WITH AND INTO
TSI DOMESTIC INTERNATIONAL SALES CORPORATION
This Plan of Mecrger is entered into this é_‘}—_L\day of October, 1995, by and
between AEROMETRICS, INC., a California corporation, (“*Aerometrics’) and TSI

DOMESTIC INTERNATIONAL SALES CORPORATION , a Minncsota corporation,
(“TSIDISC™).

RECITALS

1. Merger. Aerometrics and TSIDISC propose to merge as provided in this
Plan of Mcrger. TSIDISC wall be the surviving corporaticn in the Merger.

2. Termms and Conditions. The terms and conditons of the proposed Merger
are set torth in the Agreement and Plan of Mergec dated October Q__ 1995, attached
hereto and incerporated herein by reference.

IN WITNESS WHEREOF, the parties have executed this Agreement as of the day
and year first above wnitten. ‘

AEROMETRICS, INC.

Dr. William D. Bachale
Its President

TSI DOMESTIC INTERNATIONAL

SALES ¢ ORPO ON

L=

Lowell Nystro

Its Vice President and Treasurer
GP.216707 vi
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PLAN OF MERGER

PLAN OF MERGER, made and entered into as ef the 6th day of October, 1995,
by and among TSI INCORPORATED, a Minnesota corporation, having its principal
place of business at 500 Cardigan Road, P.O. 64394, St. Paul, Minnesota 55164 (“TSI™),
TSI DOMESTIC INTERNATIONAL SALES CORPORATION, a Minnesota
corporation and a wholly-owned subsidiary of TSI having its principal place of business
at 500 Cardigan Road, P.O. 64394, St. Paul, Minnesota 55164 (*Newco), and
AEROMETRICS, INC., a California corporation, having its principal place of business at
755 North Mary Avenue, Sunnyvale, California 94086 (the “Company”), and WILLIAM
D. BACHALOQ, an individual residing at 146560 Saltamontes Way, Los Altos Hills,
California 94022 (the “Principal Shareholder™).

RECITALS

The Boards of Directors of TSI and Newco, TSI in its capacity as a shareholder of
Newco and the Principal Shareholder and the Board of Directors of the Company,
deeming it advisable for the mutual benefit of TSI, Newco and the Company and their
respective shareholders that TSI acquire the Company by the merger of the Company and
Newco under the terms and conditions hereinaiter set forth (the “Merger™), have -
approved this Plan of Merger (the “Agreement™).

This Plan of Merger, in accordance with the agreement of the parties, sets forth
the terms and conditions of the Merger and the mode of carrying the same into effect, as
follows:

PILAN OF MERGER

SECTION 1.1 Actions to be Taken. Upon performance of all of the covenants

- and obligations of the parties contained herein and upon fulfillment (or waiver) of all of

the conditions to the obligations of the parties contained herein, at the Effective Time of

the Merger (as hereinafter defined) and pursuant to the Business Corporation Act of the ~
State of Minnesota (the “MBCA™) and the California Corporation Code (the “CCC”), the
following shall occur:

1.1.1 The Company shall be merged with and into Newco, which shall be the
surviving corporation (the “Surviving Corporation™). The separate existence and
corporate organization of the Company shall cease at the Effective Time of the Merger,
and thereupon the Company and Newco shall be a single corporation, the name of which
shall be Aerometrics, Inc. Newco, as the Surviving Corporation, shall succeed, insofar as
permitted by law, to all of the rights, assets, liabilities and obligations of the Company in
accordance with the MBCA and CCC.
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1.1.2 The Articles of Incorporation of Newco shall be and remain the articles of
incorporation of the Surviving Corporation unti! amended as provided by law.

1.1.3 The By-Laws of Newco shall be and remain the by-laws of the Surviving
Corporation until amended as provided by law.

1.1.4 Until changed in accordance with the articles of incorporation and by-laws
of the Surviving Corporation, William D. Bachalo, Leroy M. Fingerson, and Lowell
Nystrom shall be the directors of the Surviving Corporation.

1.1.5 Until changed in accordance with the articles of incorporation and by-laws
of the Surviving Corporation, the following persons shall be the officers of the Surviving
Corporation:

, Name Office
Leroy M. Fingerson Chairman
William D. Bachalo President .
Lowell Nystrom Vice President, Treasurer and
Assistant Secretary
Laura Cochrane Secretary

1.1.6 As soon as practicable after the terms and conditions of this Agreement
have been satisfied, and upon consurnmation of the closing referred to in Article IX
hereof (the “Closing”), articles of merger consistent with this Agreement in the form
prescribed bv. and properly executed in a accordance with, the MBCA and the CCC, in
form and substance satisfactory to the parties hereto and providing for immediate
effectiveness of the Merger (the “Articles of Merger™), shall be filed with the Secretary of
State of the State of Minnesota and the Secretary of State of the State of California. The
Merger shall become effective on the date on which the Articles of Merger are properly
filed with the Secretary of State of Minnesota pursuant to the MBCA, so long as the
Articles of Merger are filed with Secretary of State of California within six months
thereafter pursuant to the CCC. As used in this Agreement, the “Effective Time of the
Merger™ shall mean the date of filing with the Secretary of State of Minnesota.

SECTION 1.2 Common Stock of Surviving Corporation. Following the

Effective Time of the Merger, each of the issued and outstanding shares of common stock
of Newco shall, by virtue of the Merger and without any action on the part of TSI
continue to be outstanding shares of common stock of the Surviving Corporation. Each
share shall be fully paid and non-assessable.

SECTION 1.3 Definitions. For purposes of this Agreement, the following terms
shall have the following meanings:

-2
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1.3.1 The term “Average Price’ shall mean the average (rounded to the nearest
penny) of each “Mid-Price” (as defined herein) of TSI Common Stock during the Trading
Period (as defined herein). The “Trading Period” shall mean the period of forty (40)
consecutive trading days ending on and including October 2, 1995; provided, however,
that if no trades occur on any of such trading days, the trading days on which no trades
occur shall be disregarded and a sufficient number of trading days on which trades did
occur and which immediately preceded the 40 consecutive trading days shall be added to
the Trading Period so that there will be a total of 40 trading days on which trades
occurred. The Mid-Price for those days shall be employed for the calculations described
herein. For purposes of this Agreement, the term “Mid-Price” on each trading day shall
mean the median between the high and the low trade prices for all of the stock trades of
TSI’s Common Stock traded on such trading day as quoted on the Nationa! Market
System of the National Association of Securities Dealers Automated Quotation System
(as reported in the Wall Street Journal). No party hereto shall, or shall cause or solicit its
officers, directors, employees or agents to, make any trades 1n TSI Common Stock that
have the effect of materially increasing the Average Price.

1.3.2 The term “Number of Qutstanding Shares” shall “oe the number of issued
and outstanding shares of the Company Common Stock at the Effective Time of the
Merger.

1.3.3 The term “Cash Conversion Number” shall be the dollar amount equal to
the result obtained by dividing an amount equal to (i) $1,045,000 (as it may be adjusted
pursuant to Section 1.6 hereof) less (n) the Option Payment, by the Number of
Outstanding Shares.

1.3.4 The= term “Number of TSI Shares™ shall mean the number of TSI Shares to
be issued in the Merger, which number shall be the result obtained by dividing
$1,600,000 (as it may be adjusted pursuant to Section 1.6 hercof) by the Average Price.

1.3.5 The term “Option Payment” shall mean the dollar amount paid by the
Company to buy out the option held by Michael Houser.

1.3.6 The term “Share Conversion Number” shall be the number (as it may be
adjusted pursuant to Section 1.6 hereof) obtained by dividing the Number of TSI Shares
by the Number of Qutstanding Shares.

1.3.7 The term “Effective Date” shall mean October 1, 1995 effective as of the
opening of business on said date.

SECTION 1.4 Cancellation or Conversion of Company Common Stock. As
of the Effective Time of the Merger, by virtue of the Merger and without any action on
the part of any Shareholders:

1.4.1 Treasury Shares. The Company has no treasury shares.
-3-
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1.4.2 Conversion. Except as provided herein with respect to Dissenting Shares
(as hereinafter defined) and fractional shares, at the Effective Time of the Merger, each
share of Company Common Stock which is issued and outstanding shall be converted
into (i) a number of shares of the common stock of TSI, $.10 par value (TSI Common
Stock™), equal to the Share Conversion Number, (as it may be adjusted pursuant to
Section 1.6 hereof and subject to adjustment pursuant to Section 1.5 hereof), and (ii) an
amount of cash equal to the Cash Conversion Number (as it may be adjusted pursuant to
Section 1.6 hereof).

1.4.3 Fractional Shares. In lieu of the issuance or recognition of fractional
shares of TSI Common Stock or interests or rights therein, each holder of shares of
Company Common Stock to be converted into TSI Common Stock pursuant to Section
1.4.2 hereof shall be paid an amount in cash equal to such fraction multiplied by the
Average Price.

- 1.4.4 Sumrender of Shares. After the Effective Time of the Merger, each holder
of an outstanding certificate or certificates theretofore representing shares of Company
Common Stock converted into TSI Common Stock pursuant to Section 1.4.2 hereof -
(“Company Stock Certificates™), upon surrender thereof either to TSI, its representative
or Norwest Bank, N.A., TSI’s transfer agent (the “Transfer Agent”), shall be entitled to
receive (subject to the escrow provisions hereinafter set forth) in ekchange therefor (i) the
total cash conversion amounts for such shares pursuant to Section 1.4.2 hereof, (ii) any
payment due in lieu of fractional shares pursuant to Section 1.4.3 hereof, and (iii) a
certificate or certificates representing the number of whole shares of TSI Common Stock
into which the shares of Company Common Stock theretofore represented by such
surrendered certificate or certificates shall have been converted pursuant to Section 1.4.2
hereof. TSI shall immediately wire the funds representing the cash conversion amount to
which the Principal Shareholder is entitled at Closing upon receipt of the certificates of
the Principal Shareholder.

Until so surrendered, each outstanding Company Stock Certificate shall be
deemed for all purposes, other than as provided below with respect to the payment of
dividends or other distributions, if any, in respect of TSI Common Stock, to represent the
cash conversion amounts for the shares represented by the certificate plus the number of
whole shares of TSI Common Stock into which the shares of Company Common Stock
theretofore represented thereby shall have been converted. Until so surrendered, TSI
may, at its option, refuse to pay any dividend or other distribution, if any, payable to the
holders of shares of TSI Common Stock to the holders of Company Stock Certificates;
provided, however, that upon surrender and exchange of such Company Stock
Certificates there shall be paid to the record holders of the TSI stock certificates or
certificates issued in exchange therefor the amount, without interest, of dividends and
other distributions, if any, which have become payable and which have not previously
been paid with respect to the number of whole shares of TSI Common Stock then issued,
together with, without interest, any payment for fractional shares required by Section

-4
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1.4.3 hereof, and, without interest, the cash conversion amount for the shares of Company
Common Stock.

Whether or not a Company Stock Certificate is surrendered, from and after the
Effective Time of the Merger such certificate shall under no circumstances evidence,
represent or otherwise constitute any stock or other interest whatsoever in the Company,
the Surviving Corporation or any other person, firm or corporation other than TSI or its
successors.

1.4.5 Dissenters. The shares of Company Common Stock held by those
shareholders of the Company who have timely and properly exercised their dissenters’
rights in accordance with the provisions of the CCC applicable to dissenteis’ rights (the
“Appraisal Laws”) are referred to herein as “Dissenting Shares”. Eech Dissenting Share,
the holder of which, as of the Effective Time of the Merger, has not effectively
‘withdrawn or lost h.3 dissenters’ rights under the Appraisal Laws, shall not be converted
into or represent a right to receive TSI Common Stock and the cash conversion amounts
in the Merger, but the holder thereof shall be entitled only to such rights as are granted
by the Appraisal Laws. Each holder of Dissenting Shares who becomes entitled to
payment for his Company Common Stock pursuant to the provisions of the Appraisal
Laws shall receive payment therefor from the Surviving Corporation from funds provided
by TSI (but only after the amount thereof shall have been agreed upon or finally
determined pursuant to such provisions). If any holder of Dissenting Shares shall
effectively withdraw or lose his dissenters’ rights under the Appraisal Laws, such
Dissenting Shares shall be converted into the night to receive TSI Common Stock and the
cash conversion amounts in accordance with the provisions hereof.

1.4.6 TSI Certificates. At or before the Effective Time of the Merger, TSI shall
make available to the Transfer Agent certificates for such number of shares of TSI
Common Stock as shall be required for exchange in accordance with this Agreement. If,
pursuant to the adjustment provided by Section 1.6 hereof, additional shares of TSI
Common Stock must be issued, TSI shall make additional certificates available to the
Transfer Agent.

SECTION 1.5 Adjustments for TSI Stock Splits, Etc, In the event that,
subsequent to the date of this Agreement but prior to the Effective Time of the Merger,

the outstanding shares of TSI Common Stock shall have been increased, decreased,
changed into or exchanged for a different number or kind of shares or securities and such
increase, decrease, change or exchange shall have been effected through a stock dividend,
stock split or reverse stock split, then an appropriate and proportionate adjustment shall
be made in the manner in which the Share Conversion Number is calculated hereunder.

SECTION 1.6 Adjustments to Merger Consideration Based on Company’s
Closing Book Value. The parties have agreed that the total merger consideration
(hereinafter the “Merger Consideration’) would have a value (the “Target Value™) equal
to $2,645,000 less the Option Payment, based on the assumption that the net book value

.5-
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determined in accordance with generally accepted accounting principles, (the “Closing
Book Value™) of the Company effective as of the Effective Date would be $1,630,000
less the Option Payment. At the Target Value, the Merger Consideration consists of cash
of $1,045,000 less the Option Payment, and TSI Common Stock having a total value,
based on the Average Price, of $1,600,000.

If the Closing Book Value is greater than an amount equal to (1) $1,830,000 less
(11) the Option Payment, then the Merger Consideration shall be increased by
consideration having a value (the “Increased Value™) equal to the excess over said
amount. If the Closing Book Value is less than an amount equal to (1) $1,430,000 less (ii)
the Option Payment, then the Merger Consideration shall be reduced by consideration
having a value (the “Decreased Vzlve™) equal to the deficit below said amount. If the
Closing Book value is from $1,430,000 less the Option Payment, to $1,830,000 less the
Option Payment, inclusive (the “Range”), no Adjustment shall be made.

1.6.1 Proportionate Among Cash and Shares. Where consideration equal in
value to the Increased Value or the Decreased Value is added to or subtracted from the

Merger Consideration, then the increase or decrease, as the case may be, shall be made by
a combination of cash and TSI Common Shares in the same proportion in which cash and
TSI Common Shares compose the Merger Consideration at the Target Value. The TSI
Commen Shares will be valued at the Average Price for purposes of any adjustments
made.

1.6.2 Determination of Closing Book Value. Promptly after the Closing Date
(as hereinafter defined), the Company, in cooperation with Purchaser, shall prepare its
financial statements (the “Closing Statements™) for the period ending the Effective Date,
including preparation of the balance sheet and statement of income and retained eamings
for the period beginning January 1, 1995 and ending on the Effective Date. Said financial
statements will consist of a balance sheet with footnotes and a statement of operations,
and shall be prepared in accordance with generally accepted accounting principles,
subject, however, to the specific provisions set forth below. Representatives (the
“Representatives”) of the former shareholder(s) of the Company (such representative
shall be the Principal Shareholder unless he designates another person or persons) and of
TSI shall be entitled to witness and/or participate in any actions material to the
preparation of the Closing Statements such as e.g., the counting and valuation of
inventory, verification of accounts receivable, and the like.

In preparing the Closing Statements, the following specific provisions shall
govern, even if following such provisions would not be in accordance with generally
accepted accounting principles:

(a) Ihe 4 Units at Dow. Prior to the date hereof, the Company has delivered
4 Units of its Eclipse particle analyzer product to Dow Chemical (“Dow”),
three at Dow’s Midland Michigan location, and one at Dow Canada.
However, the Company has not yet invoiced the 4 Units to Dow because
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the Company has not received a purchase order from Dow. If, within the
time period commencing on the date hereof and ending on the date the
Closing Statements are first completed (i.e., before the review period
starts) the Company receives a purchase order from Dow which permits
the Company to invoice some or all of the 4 Units, the Company shall
issue an invoice therefor and the amount that is invoiced shall be treated as
a receivable for purposes of determining the Closing Book Value. To the
extent the Company is not able to invoice some or all of the 4 Units within
said time period, the Units not invoiced shall be valued in accordance with
generally accepted accounting principles, taking into account, inter alia, a
possible requirement to treat the Units as demonstration or development
JJnits, and, if the Units are or can be made saleable, any expenditures
required in order to put them in such saleable condition.

TSI and the Company will use their best efforts to have said financial statements
including the Closing Balance Sheet completed no later than 45 days after the Closing
Date. Following completion of the financial statements, the Representatives of TSI and
the former Shareholder(s) shaii have twenty days to review said financial statements and
all documents and information relevant to the preparation of and supporting said financial
statemnents. Following the completion of said twenty-day period, the Representatives
shall meet and determine whether they agree with the Ciosing Book Value as shown on
such annual statements.

If the Representatives agree, the Closing Book Value shall be utilized to make
adjustments, if any are required, in accordance with this Section 1.6. If the
Representatives do not agree then they shall, for a period of ten days commencing at the

end of the twenty-day period, negotiate in an effort to reach agreement as to the Closing
Book Value.

If they are unable to reach such agreement, then the Representatives shall appoint
an independent and qualified firm of certified public accountants to resolve any disputed
items. A “big six” firm which does not provide services, and has not within the
preceding three years provided services, to either of the Company or TSI shall be utilized.
TSI and Dr. Bachalo shall agree upon the firm to be utilized subject to the foregoing
requirements. The firm which is selected shall thereupon attempt to resolve all disputed
items within thirty (30) days after said firm'’s selection, and the recommendations made
by said firm shall be final. The expenses charged by said firm shall be borme equally by
TSI and the former Shareholders of the Company.

1.6.3 Closing Based on Target Value; Escrow. The closing of the transactions
provided hereby shall be made on the assumption that the Closing Book Value will be
within the Range, so the value of the Merger Consideration will be $2,645,000 less the
Option Payment. To that end, TSI will deliver cash equal to $1,045,000 less the Option
Payment at the Closing, to be paid as described below, and will direct the Transfer Agent
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to have certificates prepared for TSI Common Shares having a value, based on the
Average Price, of $1,600,000.

As described in Section 11.2 hereof, an escrow (the “Escrow™) is being
established to provide for indemnification claims, if any, which TSI may have against the
former Shareholders of the Company. Said escrow shall also be utilized to provide for
the Purchase Price Adjustment described herein. To that end, at the Closing, (i) $300,000
of the cash payable at Closing will be paid into the Escrow, and (ii) stock certificate(s)
representing fifteen percent of the Number of TSI Shares (based on the Target Value) (the
“Escrowed Shares”) will also be delivered to the Escrow Agent, to provide both for any
Purchase Price Adjustment pursuant to this section and for any indemnification claims.

After the Purchase Price Adjustment, if any, has been finalized, and distributions
or contributions, as provided below, have been made from or to the Escrow, there shall
remain in Escrow to provide for any indemnification claims (1) $100,000 in cash (the
“Claims Cash™) and (ii) a number of TSI Shares having a value of $100,000, determined
based on the Average Price (the “Claims Shares™). (Hereinafter the Claims Cash and the
Claims Shares are sometimes collectively referred to as the “Claims Amounts”.) The
Claims Amounts will remain in Escrow to be available for any indemnification claims.

1.6.4 Adjustments. For the purposes of all adjustments made pursuant to this
Section 1.6.4, the TSI Shares held in Escrow shall be deemed to have a value determined
based on the Average Price, notwithstanding the fact that at the time such adjustments are
made, shares of TSI Common Stock may be trading at another value.

If the Closing Book Value, as finally determined pursuant to Section 1.6.2 (the
“Final Value™), is within the range, no adjustment shall be made to the Merger
Consideration. In said event, the Escrowed Shares in excess of the Claims Shares shall
promptly be distributed to the former Shareholder(s). The cash held in Escrow in excess
of the Claims Cash shall promaptly be distributed to the former Shareholder(s).

If the Closing Book Value, as finally determined, results in a Decreased Value,
then the total of such Decreased Value shall be broken into a cash component and TSI
Common Shares, in the same proportion as these items made up the Merger
Consideration at the Target Value. The number of TSI Common Shares constituting the
proportionate part of the Decreased Value shall then be returned by the Escrow Agent to
TSI. Any remaining TSI Common Shares held by the Escrow Agent shall first be utilized
to provide the Claims Shares to be retained in Escrow, and any balance remaining of the
TSI Common Shares held by the Escrow Agent shall be distributed to the former
Shareholders of the Company. The cash component of the Decreased Value shall
promptly be paid by the Escrow Agent from the Escrow to TSI. If the cash then
remaining in the Escrow exceeds the Claims Cash, the excess shall promptly be
distributed to the former Shareholders. If the amount held in escrow is not sufficient to
provide in full for the Decreased Value and the Claims Amounts, the former Shareholders
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of the Company shall deliver the deficiency to TSI in the form of cash and TSI Common
Shares.

If there is an Increased Value based on the final determination of the Closing
Book Value, all of the TSI Common Shares held in the Escrow in excess of the Claims
Shares shall be distributed to the former Shareholders. In addition, TSI shall promptly
direct the Transfer Agent to issue to the former Shareholders that number of TSI
Common Shares which represents the proportionate amount of the Increased Value. TSI
shall promptly pay the former Shareholders an amount of cash representing the
proportionate amount of the Increased Value. In addition, the cash held in Escrow in
excess of the Claims Cash shall promptly be distributed to the former Shareholders.

After the foregoing adjustments are completed, the Claims Cash and the Claims
Shares shall continue to be held in Escrow to be available for any indemnification claims.

1.6.5 Conforming Adjustments. Following final determination of Closing Book
Value as provided above, the various definitions contained herein which determine the
final Merger Consideration shall all be finalized based on the final determination. Thus,
the definitions of the Cash Conversion Number, the Number of TSI Shares, and the Share
Conversion Number shall all be appropriately adjusted.

SECTION 1.7 Further Assurances. From time 1o time, on and after the
Effective Time of the Merger, as and when requested by TSI or its successors or assigns,
the proper officers and directors of the Company immediately before the Effective Time
of the Merger shall, at TSI’s expense, and for and on behalf and in the name of the
Company, or otherwise, execute and deliver all such deeds, bills of sale, assignments and
other instruments and shall take or cause to be taken such further or other reasonable
actions as TSI or their respective successors or assigns may deem necessary or desirable
in order to confirm or record or otherwise transfer to the Surviving Corporation title to
and possession of all the properties, nghts, privileges, powers, franchises and immunities
of the Company and otherwise to reasonably carry out fully the provisions and purposes
of this Agreement.

SECTION 1.8 Effective Date. Notwithstanding that the Closing hereunder is
held shortly after the Effective Date, it is the intention of the parties that the transactions
provided for herein shall be treated as being effective for all purposes on and as of the
Effective Date. To this end, all benefits and burdens of the business of the Company
from and after the Effective Date shall be for the account of TSI and Newco. Consistent
with the foregoing, any profits from operations of the Company in the time period from
the Effective Date through the Closing Date (the “Stub Period”) shall be for the benefit of
TSI and Newco, and any losses of the Company during the Stub Period shall be for the
account of TSI and Newco. Consistent with the foregoing, the parties are determining the
Closing Book Value as of the Effective Date. The parties agree to report the transactions
provided for herein consistent with such Effective Date prov:s1ons including for both
book and tax purposes.
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THIS AGREEMENT AND PLAN OF MERGER sets forth the terms and
conditions of the Merger whereby Aerometrics, Inc. shall be emrged with and into TSI
Domestic International Sales Corporation. '
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