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Item 1.01 Entry Into a Material Definitive Agreement

On September 29, 2006, HAPC, INC., a Delaware corporation (“HAPC”) entered into a Stock Purchase Agreement (the
“Stock Purchase Agreement”) with I-Flow Corporation, a Delaware corporation (“I-Flow”), Iceland Acquisition Subsidiary,
Inc., a Delaware corporation and wholly-owned subsidiary of HAPC (“Acquisition Sub”) and InfuSystem, Inc., a California
corporation and wholly-owned subsidiary of I-Flow (“InfuSystem”). Pursuant to the terms of the Stock Purchase Agreement,
Acquisition Sub will purchase all of the issued and outstanding capital stock of InfuSystem. Concurrently with the acquisition,
Acquisition Sub will merge with and into InfuSystem. After the merger, Acquisition Sub will cease to exist as an independent
entity and InfuSystem, as the surviving corporation, will continue its corporate existence under the laws of the State of
California.

HAPC’s amended and restated certificate of incorporation (the “Certificate of Incorporation”) requires that the acquisition
must be approved by the holders of a majority of the shares of HAPC common stock sold in HAPC’s April 2006 initial public
offering (the “IPO”) that are cast on the issue. The acquisition cannot be completed if holders of 20% or more of the shares of
HAPC common stock sold in the IPO vote against the acquisition and, as permitted by the Certificate of Incorporation, demand
that their shares be converted (the “Conversion Rights”) into the right to receive a pro rata portion of the net proceeds of the
IPO held in a trust account established for this purpose at the time of the IPO (the approval of the majority of the shares cast
together with the exercise of the Conversion Rights by less than 20% of the HAPC common stock issued in the IPO, “HAPC
Stockholder Approval”). If the holders of less than 20% of the shares of HAPC common stock exercise their Conversion Rights
and the transaction closes, such holders will receive their pro rata share of the trust proceeds.

Purchase Price

In consideration for the acquisition of all of the issued and outstanding shares of capital stock of InfuSystem, HAPC or
Acquisition Sub will pay to I-Flow a purchase price of $140,000,000, subject to certain working capital adjustments as set
forth in the Stock Purchase Agreement. The purchase price will be paid by HAPC or Acquisition Sub in cash or a combination
of (i) a secured promissory note (the “Promissory Note”) payable to I-Flow in a principal amount equal to $55,000,000 plus the
amount actually paid to HAPC’s stockholders who exercise their Conversion Rights but not to exceed $75,000,000 (the
“Maximum Amount”) and (ii) an amount of cash purchase price equal to $65,000,000 plus the difference between the
Maximum Amount and the actual principal amount of the Promissory Note. In connection with I-Flow’s commitment to accept
the Promissory Note, a $100,000 delivery fee is payable by HAPC to I-Flow by October 4, 2006 and a “Ticking Fee” (between
0.50% and 1.0% per annum of the Maximum Amount) is payable from September 29, 2006 until the earlier of the closing
under the Stock Purchase Agreement, termination of the Stock Purchase Agreement or HAPC’s notice that, because alternative
financing has been secured, the Promissory Note to I-Flow will no longer be required. Additional terms and conditions of the
Promissory Note are set forth in the term sheet (the “Term Sheet”) attached to the Stock Purchase Agreement as Exhibit C.

Representations, Warranties and Covenants

The Stock Purchase Agreement contains representations and warranties of each of HAPC, I-Flow, Acquisition Sub and
InfuSystem, as applicable, relating to, among other matters, (i) corporate organization and similar corporate matters, (ii) title to
stock, (iii) capitalization, (iv) the authorization, performance and enforceability of the Stock Purchase Agreement, (v) taxes,
(vi) financial statements and the absence of undisclosed liabilities, (vii) material contracts, (viii) absence of certain changes,
(ix) compliance with applicable laws, (x) absence of litigation, (xi) insurance, (xii) consents, (xiii) licenses and permits,
(xiv) validity of leases, (xv) title to assets, (xvi) employee and employee benefit matters, (xvii) environmental matters and
(xviii) intellectual property matters.



InfuSystem has agreed to continue to operate its business in the ordinary course prior to the closing of the transactions
contemplated by the Stock Purchase Agreement and each of the parties has agreed (i) not to take any action to cause its
representations and warranties to become untrue and (ii) to use all commercially reasonable efforts to consummate the
transactions contemplated by the Stock Purchase Agreement in accordance with the terms set forth therein. Each party has also
agreed to maintain the confidentiality of the other’s proprietary information.

Indemnification

Under the Stock Purchase Agreement, each of HAPC and I-Flow have agreed to indemnify the other and its affiliates,
subject to certain limitations, against certain losses arising from, among other matters, such party’s breach of the Stock
Purchase Agreement.

Conditions to Closing

The obligations of the parties to consummate the transactions contemplated by the Stock Purchase Agreement are subject
to certain closing conditions including, among others, confirmation of the continued accuracy of the representations and
warranties of each of the parties to the Stock Purchase Agreement and receipt of HAPC Stockholder Approval.

Termination and Break Up Fee

The Stock Purchase Agreement may be terminated at any time prior to the closing (i) by the mutual written consent of
HAPC and I-Flow, (ii) by I-Flow, if HAPC or Acquisition Sub breaches any of its representations, warranties or covenants
contained in the Stock Purchase Agreement where such breach would give rise to the failure of a condition precedent to
closing, cannot be or has not been cured within 15 calendar days and has not been waived by I-Flow, (iii) by HAPC, if I-Flow
or InfuSystem breaches any of its representations, warranties or covenants contained in the Stock Purchase Agreement where
such breach would give rise to the failure of a condition precedent to closing, cannot be or has not been cured within 15
calendar days and has not been waived by HAPC, (iv) by I-Flow or HAPC, if any of the conditions precedent to closing have
become incapable of fulfillment, (v) by I-Flow or HAPC if the closing has not occurred by April 30, 2007 or (vi) by I-Flow or
HAPC in the event that any governmental authority issues an order prohibiting the transactions contemplated by the Stock
Purchase Agreement.

In the event that the Stock Purchase Agreement is terminated (i) because of HAPC’s failure to obtain HAPC Stockholder
Approval by April 30, 2007 for any reason or (ii) because HAPC or Acquisition Sub is unwilling or unable to consummate the
transactions contemplated by the Stock Purchase Agreement notwithstanding the fact that all conditions precedent to the
Stock Purchase Agreement to be satisfied by I-Flow and InfuSystem (and the receipt of HAPC Stockholder Approval) have
been satisfied or are capable of fulfillment, HAPC must pay I-Flow a break up fee. In the event that I-Flow terminates the Stock
Purchase Agreement after April 30, 2007 and the break up fee is payable for the sole reason that HAPC has not held the
stockholder meeting seeking HAPC Stockholder Approval by April 30, 2007, the break up fee will be $1,000,000. In all other
cases where a break up fee is payable, the amount will be $3,000,000.

Payment of the break up fee has been guaranteed to I-Flow by Messrs. Sean D. McDevitt, Pat LaVecchia and Philip B.
Harris (collectively, the “Guarantors”) pursuant to a Continuing Guaranty provided by the Guarantors in favor of I-Flow and
delivered on September 29, 2006 (the “Guaranty”).



Mr. McDevitt is the Chairman of the Board of HAPC and Mr. LaVecchia is the Secretary and a Director of HAPC. Pursuant to
the terms of a Guarantee Fee and Reimbursement Agreement entered into by HAPC and the Guarantors on September 29, 2006
(the “Guarantee Fee and Reimbursement Agreement”), HAPC has agreed to pay the Guarantors a fee of $100,000 upon
delivery of the Guaranty and $300,000 upon closing of the transactions contemplated by, or the termination of, the Stock
Purchase Agreement. HAPC has also agreed to reimburse the Guarantors for any payments actually made by them in
connection with the Guaranty. In addition, HAPC has agreed under the Stock Purchase Agreement to cause the Guarantors to
arrange for and deliver to I-Flow, on or prior to October 14, 2006, letters of credit in an aggregate amount equal to $3,000,000.
Such letters of credit will provide for, among other matters, drawing by I-Flow in the event that the break up fee is not paid
when due and payable.

Amended and Restated Services Agreement

At closing, I-Flow and InfuSystem will enter into an amended and restated services agreement, a form of which is attached
as Exhibit A to the Stock Purchase Agreement (the “Services Agreement”), pursuant to which InfuSystem will agree to
continue to provide to I-Flow, from and after the closing, the billing and collection services and management services
InfuSystem has been providing prior to the date of the closing in the field of acute post-operative pain management, including
with respect to I-Flow’s On-Q® product line. The term of the Services Agreement is three years, but it can be terminated at any
time by I-Flow upon 180 days’ notice or by InfuSystem at any time after the one year anniversary of the Services Agreement
upon 180 days’ notice. Monthly fees are set at the higher of (i) direct costs plus 40% or (ii) 25% of net collections by
InfuSystem.

License Agreement

At closing, I-Flow and InfuSystem will enter into a license agreement (the “License Agreement”), a form of which is
attached as Exhibit B to the Stock Purchase Agreement, pursuant to which, among other matters, InfuSystem will grant to I-
Flow certain licenses to InfuSystem’s intellectual property related to the third-party billing and collection services and
management services currently provided by InfuSystem to I-Flow in the field of acute post-operative pain management and in
other product fields including, without limitation, wound site management and post-operative surgical treatments.

The foregoing descriptions of the Stock Purchase Agreement, the Guaranty and the Guaranty Fee and Reimbursement
Agreement do not purport to be complete and are qualified in their entirety by reference to the full text of each agreement filed
as Exhibits 10.1, 10.2 and 10.3 hereto.

Additional Information and Where to Find It

In connection with the proposed acquisition and required stockholder approval, HAPC will file with the U.S. Securities
and Exchange Commission a proxy statement which will be mailed to the stockholders of HAPC. HAPC’s stockholders are
urged to read the proxy statement and other relevant materials when they become available as they will contain important
information about the acquisition of all of the issued and outstanding capital stock of InfuSystem. HAPC stockholders will be
able to obtain a free copy of such filings at the U.S. Securities and Exchange Commission’s internet site (http://www.sec.gov).
Copies of such filings can also be obtained, without charge, by directing a request to HAPC, INC., 350 Madison Avenue, New
York, New York 10017, Tel: (212) 418-5070.

HAPC and its directors and executive officers may be deemed to be participants in the solicitation of proxies from the
stockholders of HAPC in connection with the proposed transaction. Information regarding the special interests of these
directors and executive officers in the proposed transaction will be included in the proxy statement of HAPC described above.



Item 7.01 Regulation FD Disclosure

HAPC issued a press release on October 2, 2006, a copy of which is attached as Exhibit 99.1 to this report and
incorporated herein by this reference, in which it announced the signing of the Stock Purchase Agreement. This information
shall not be deemed to be “filed” for the purposes of Section 18 of the Securities Exchange Act of 1934 and shall not be
deemed to be incorporated by reference in any filing under the Securities Act of 1933, as amended.

Item 9.01 Financial Statements and Exhibits

(d) Exhibits
 
Exhibit No. Description

10.1

 

Stock Purchase Agreement, dated as of September 29, 2006, by and among I-Flow Corporation, InfuSystem, Inc.,
HAPC, INC. and Iceland Acquisition Subsidiary, Inc. (including the Form of Services Agreement, attached
thereto as Exhibit A, the Form of License Agreement attached thereto as Exhibit B and the Term Sheet attached
thereto as Exhibit C)

10.2  Continuing Guaranty, dated as of September 29, 2006, by Sean D. McDevitt, Pat LaVecchia and Philip B. Harris

10.3
 

Guarantee Fee and Reimbursement Agreement, dated as of September 29, 2006, by and among Sean D.
McDevitt, Pat LaVecchia, Philip B. Harris and HAPC, INC.

99.1  Press Release by HAPC, INC. dated October 2, 2006

Forward Looking Statements

This Report on Form 8-K includes forward-looking statements within the meaning of Section 27A of the Securities Act of
1933, as amended, and Section 21E of the Securities Exchange Act of 1934, as amended. In some cases, you can identify
forward-looking statements by terminology such as “may,” “should,” “could,” “would,” “expect,” “plan,” “anticipate,”
“believe,” “estimate,” “continue,” or the negative of such terms or other similar expressions. These forward-looking statements
include, but are not limited to, statements regarding whether the transaction will be completed and the expected timing of the
closing. Readers are cautioned that these forward-looking statements involve certain risks and uncertainties. These risks and
uncertainties, which could cause these forward-looking statements to not be realized, include delays in or failure to obtain
necessary regulatory approvals or clearances or third-party consents for the parties to complete the acquisition, material
changes in the business and financial condition of InfuSystem, increased competition in the markets in which InfuSystem
competes, adverse changes in financial markets and the markets for InfuSystem’s products and unanticipated material adverse
developments regarding InfuSystem such as new actual or contingent liabilities, litigation or the loss of key personnel. HAPC
disclaims any obligation to update any information contained in any forward-looking statement.



Signature

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

 
HAPC, INC.
 
By:  /s/ Pat LaVecchia
Name: Pat LaVecchia
Title:  Secretary

Dated: October 4, 2006
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STOCK PURCHASE AGREEMENT

STOCK PURCHASE AGREEMENT, dated as of September 29, 2006 (this “Agreement“), by and among I-FLOW
CORPORATION, a Delaware corporation (the “Seller”), INFUSYSTEM, INC., a California corporation (the “Company“),
HAPC, INC., a Delaware corporation (the “Buyer“), and Iceland Acquisition Subsidiary, Inc., a Delaware corporation (the
“Acquisition Sub”).

WHEREAS, the Buyer is a publicly-traded blank check company recently formed for the purpose of acquiring one or
more operating businesses in the healthcare sector;

WHEREAS, the Buyer has formed the Acquisition Sub for the purpose of purchasing all of the issued and outstanding
shares (the “Shares”) of common stock, par value $0.01 per share (the “Common Stock”), of the Company, which are owned by
the Seller, and merging with and into the Company concurrently with the purchase and sale of the Shares;

WHEREAS, the Seller wishes to sell to the Acquisition Sub, and the Acquisition Sub wishes to purchase from the Seller,
the Shares; and

WHEREAS, concurrently with the closing of the purchase and sale of the Shares, the Acquisition Sub shall merge with
and into the Company.

NOW, THEREFORE, in consideration of the foregoing and the mutual covenants and agreements herein contained, and
intending to be legally bound hereby, the parties agree as follows:

ARTICLE I
DEFINITIONS

Section 1.1 Certain Defined Terms. For purposes of this Agreement:

“Accounts Receivable” means all trade accounts receivable of the Company (net of allowances and reserves) derived
from the Business, provided that, for the avoidance of doubt, the term “Accounts Receivable” shall not include any ON-
Q® or other trade accounts receivable (net of allowances and reserves) that are derived from the Seller’s products and
businesses (other than the Business), whether or not reflected in any of the Financial Statements or the other books and
records of the Company.

“Action” means any claim, action, suit, arbitration, litigation, investigation or proceeding by or before any
Governmental Authority.

“Affiliate,” with respect to any specified Person, means any other Person that directly, or indirectly through one or
more intermediaries, controls, is controlled by, or is under common control with, such specified Person.
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“Ancillary Agreements” means (i) the Services Agreement substantially in the form thereof attached as Exhibit A
(the “Services Agreement”) and (ii) the License Agreement substantially in the form thereof attached as Exhibit B, each to
be entered into as of the Closing Date by and between the Seller and the Company.

“Audited Financial Statements” means the audited financial statements of the Company, including balance sheets of
the Company as of December 31, 2005 and December 31, 2004 and the related statements of income, shareholders’ equity
and cash flows for each of the years ended December 31, 2005, 2004 and 2003, together with all related notes and
schedules thereto, in each case prepared in accordance with GAAP and Regulation S-X, together with an independent
public registered accounting firm’s report with respect to such financial statements and, at the time of filing of the Proxy
Statement, such accounting firm’s consent to inclusion of such financial statements in the Proxy Statement.

“Business” means the Company’s current business of (i) billing to third party insurance carriers for the use of
electronic infusion pumps for chemotherapy and other medical treatments, (ii) the selling, marketing, distributing,
supplying and renting of electronic infusion pumps for chemotherapy and other medical treatments and (iii) providing
the services to the Seller described in the Services Agreement during the term thereof, provided that the term “Business”
shall not, under any circumstances, include any of the Seller’s or the Company’s business activities in the selling,
marketing, distributing, supplying, renting, third party billing and collection or any other business activity relating to the
Seller’s ON-Q® products other than described in clause (iii) above.

“Business Day” means any day that is not a Saturday, Sunday or other day on which banks are required or authorized
by Law to be closed in New York, New York.

“Buyer’s Public Common Stock” means the shares of the Buyer’s common stock issued in or subsequent to its initial
public offering, including, without limitation, the shares of the Buyer’s common stock issued pursuant to the exercise of
its underwriter’s over-allotment option.

“Cash Purchase Price” means (i) Sixty Five Million Dollars (US $65,000,000.00) plus (ii) the difference between the
Maximum Amount and the actual principal amount of the Promissory Note.

“Code” means the Internal Revenue Code of 1986, as amended.

“Company 8-K Information” means information about the Company that the Buyer must include in a Form 8-K,
including without limitation, the information that would be required if the Company were filing a General Form for
registration of securities on Form 10 under the Exchange Act.

“Company Proxy Information” means information about the Company that is furnished in writing by the Company
to the Buyer and which is sufficient to permit the Buyer to prepare and file the Proxy Statement under the Exchange Act
with respect to Stockholder Approval of this Agreement and the transactions contemplated herein including, without
limitation, the Audited Financial Statements, interim financial statements and other financial
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information of the Company required to be included in the Proxy Statement, as updated by the Company from time to
time up to the date the Proxy Statement is first mailed to the Buyer’s stockholders.

“Contract” means any agreement, contract, license, lease, commitment, arrangement or understanding, written or
oral.

“control,” including the terms “controlled by” and “under common control with,” means the possession, directly or
indirectly, of the power to direct or cause the direction of the management and policies of a Person, whether through the
ownership of voting securities, as trustee or executor, as general partner or managing member, by contract or otherwise.

“Conversion Rights” shall mean the right set forth in the Buyer’s certificate of incorporation whereby holders of the
Buyer’s Public Common Stock who vote against the acquisition of the Company pursuant to this Agreement may elect to
have their shares of common stock converted to cash if the acquisition is consummated.

“Current Assets” means, without duplication: the Company’s cash and cash equivalents, Accounts Receivable,
inventory, prepaid expenses and all other current assets, excluding inter-company balances to or from the Seller, all
determined in accordance with GAAP, excluding Tax assets.

“Current Liabilities” means, without duplication: the Company’s trade accounts payable, accrued expenses, current
portion of notes payable and all other current liabilities and deposits from third parties, excluding Taxes (other than the
Michigan Use Tax Reserve, which shall be a Current Liability) and inter-company balances to or from the Seller, all
determined in accordance with GAAP.

“DGCL” means the Delaware General Corporation Law, as in effect at the Closing Date.

“Encumbrance” means any charge, claim, mortgage, lien, option, pledge, security interest, encumbrance, possessory
right and other restriction of any kind (other than restrictions on transfer under applicable securities laws).

“Exchange Act” means the Securities and Exchange Act of 1934, as amended, and the rules and regulations of the
SEC thereunder.

“Form 8-K” means the Report on Form 8-K (Item 2.01) under the Exchange Act to be filed by the Buyer within the
required time period specified in the Exchange Act.

“GAAP” means United States generally accepted accounting principles as in effect on the date hereof.

“General Corporation Law” means the General Corporation Law of the State of California, as in effect at the Closing
Date.
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“Governmental Authority” means any foreign or domestic, federal, state or local government, or any regulatory or
administrative authority, agency, official, department, division, board, instrumentality or commission, or any judicial or
arbitral body of any such government.

“Guarantors” shall mean Pat LaVecchia, Sean D. McDevitt and Philip B. Harris.

“Indebtedness” means any of the following: (a) any indebtedness for borrowed money, (b) any obligations
evidenced by bonds, debentures, notes or other similar instruments, (c) any obligations to pay the deferred purchase price
of property or services, except trade accounts payable and other current liabilities arising in the ordinary course of
business, (d) accounts receivable credit balances, (e) any obligations as lessee under capitalized leases, (f) any
indebtedness created or arising under any conditional sale or other title retention agreement with respect to acquired
property, (g) any obligations, contingent or otherwise, under acceptance credit, letters of credit or similar facilities,
(h) any guarantees of the obligations of any other Person, and (i) any guaranty of any of the foregoing.

“Intellectual Property” means, with respect to any Person, (i) such Person’s trademarks, service marks, trade names,
copyrights, patents, domain names, including all registrations and applications of any of the foregoing; (ii) such Person’s
trade secrets, inventions, formulae, data, customer lists, supplier lists, improvements, know-how, confidential information,
material computer programs (including any source code and object code), documentation, processes, and methodologies;
and (iii) all material licenses granted to or from such Person relating to such Person’s businesses.

“IRS” means the Internal Revenue Service of the United States.

“Knowledge,” with respect to the Seller and/or the Company, means the actual knowledge of the persons listed in
Schedule 1.1(a) as of the date of this Agreement (or, with respect to a certificate delivered pursuant to this Agreement, as
of the date of delivery of such certificate) without any implication of verification or investigation concerning such
knowledge beyond that which is reasonably required by such persons in carrying out their respective duties to the
Company or the Seller as employees, directors or officers.

“Law” means any federal, state, local statute, law (including common law), ordinance, regulation, rule, code,
injunction, judgment, decree, or order of any Governmental Authority.

“Leased Real Property” means the real property leased by the Company, in each case, as tenant, together with, to the
extent leased by the Company, all buildings and other structures, facilities or improvements located thereon and all
easements, licenses, rights and appurtenances of the Company relating to the foregoing.

“Material Adverse Effect” means (a) with respect to the Company, any event, change, circumstance, effect or state of
facts, or any combination of the foregoing, that is materially adverse to (i) the business, assets, liabilities, condition
(financial or otherwise) or results of operations of the Company, taken as a whole, or (ii) the ability of the Company to
timely perform its obligations under this Agreement or the Ancillary Agreements to which it will be a party or to
consummate the transactions contemplated hereby or thereby, provided,
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however, that (A) “Material Adverse Effect” shall not include the effect of any circumstance, change, development or
event arising out of or impacting (I) the markets or industry in which the Company operates the Business, (II) general
economic conditions, including such conditions as are related to the Business, (III) national or international political or
social conditions, including the engagement by the United States in hostilities, whether or not pursuant to the declaration
of a national emergency or war, or the occurrence of any military or terrorist attack upon the United States or any of its
territories, possessions or diplomatic or consular offices or upon any military installation, equipment or personnel of the
United States, or escalation of any existing hostilities, (IV) financial, banking or securities markets (including any
disruption thereof and any decline in the price of any security or any market index), (V) natural disasters, acts of God or
other events not within the reasonable control of the Company, including, but not limited to, recalls or shortage of drugs,
(VI) any change in applicable Laws or accounting rules, (VII) the taking of any action required by this Agreement or the
Ancillary Agreements or expressly consented to by the Buyer or the Acquisition Sub, (VIII) the public announcement of
the entering into of this Agreement or the transactions contemplated by this Agreement, or (IX) any adverse change in or
effect on the Company’s Business that is cured by the Seller or the Company to the reasonable satisfaction of the Buyer
before the earlier of the Closing Date or the Termination Date, and (B) no “Material Adverse Effect” shall be deemed to
have occurred hereunder upon the occurrence of any one or more of the following events (or combination thereof): (I) the
threatened or actual reduction in reimbursements collectible by the Company that is not specific to, or targeted solely at,
the Company as a result of any change or development not within the reasonable control of the Company, including,
without limitation, changes or developments in applicable Laws or general economic conditions or (II) the resignation of
any employee of the Company as a result of the transactions contemplated by this Agreement or otherwise, and (b) with
respect to the Buyer, the Acquisition Sub or the Seller, any event, change, circumstance, effect or state of facts that is
materially adverse to the ability of the Buyer, the Acquisition Sub or the Seller, as applicable, to timely perform in all
material respects its obligations under this Agreement or the Ancillary Agreements to which it will be a party or to
consummate the transactions contemplated hereby or thereby.

“Maximum Amount” means Seventy Five Million Dollars (US $75,000,000.00).

“Owned Real Property” means the real property owned by the Company, together with all buildings and other
structures, facilities or improvements located thereon and all easements, licenses, rights and appurtenances of the
Company relating to the foregoing.

“Permitted Encumbrance” means (a) statutory liens for current Taxes not yet due or delinquent (or which may be
paid without interest or penalties) or the validity or amount of which is being contested in good faith by appropriate
proceedings, including, without limitation, amounts payable to the State of Michigan for sales and use Taxes
(b) mechanics’, carriers’, workers’, repairers’ and other similar liens arising or incurred in the ordinary course of business
relating to obligations not yet due and payable, or the validity or amount of which is being contested in good faith by
appropriate proceedings, or pledges, deposits or liens securing the performance of bids, trade contracts, leases or statutory
obligations (including workers’ compensation, unemployment insurance or other social security legislation), (c) zoning,
entitlement, conservation restriction and other land use and environmental regulations by Governmental Authorities
which are of record and (d) all exceptions, restrictions, easements,
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imperfections of title, charges, rights of way and other Encumbrances that are immaterial in character, amount and extent
and which do not detract from the value of or interfere with the present use of the assets of the Company taken as a whole.

“Person” means an individual, corporation, partnership, limited liability company, limited liability partnership,
syndicate, person, trust, association, organization or other entity, including any Governmental Authority, and including
any successor, by merger or otherwise, of any of the foregoing.

“Personal Guaranty” means the joint and several personal guaranty for the Buyer’s payment obligations set forth
under Section 10.3 of this Agreement, in form and substance reasonably acceptable to the Seller, to be executed and
delivered by each Guarantor to the Seller as of the date hereof.

“Promissory Note Documents” means the Promissory Note and each guaranty, pledge agreement, security agreement,
instrument or document executed and delivered pursuant to the Promissory Note to guarantee or secure the Acquisition
Sub’s obligations under the Promissory Note, which Acquisition Sub shall be merged into the Company pursuant to the
Merger as of the Closing Date.

“Prospectus” means the final prospectus relating to the Buyer’s initial public offering dated April 11, 2006.

“Restricted Business” means the Company’s current business of billing to third party insurance carriers for the use of
electronic infusion pumps for chemotherapy and other medical treatments, and the provision of services ancillary thereto,
provided that the term “Restricted Business” shall not, under any circumstances, include any manufacturing of any kind
or any selling, marketing, distributing, supplying, renting, third party billing or any other business activities in the fields
of pain management, wound site management or post-operative surgical treatments.

“Return” means any return, declaration, report, statement, information statement and other document required to be
filed with respect to Taxes.

“Stockholder Approval” means the occurrence of each of the following: (i) the affirmative vote in favor of the
acquisition of the Company pursuant to this Agreement by the holders of at least a majority of the number of shares of the
Buyer’s Public Common Stock voting; and (ii) the exercise of Conversion Rights by the holders of less than 20% of the
issued and outstanding shares of Buyer’s Public Common Stock (3,375,050 shares).

“Subsidiary” of any party means any Person of which at least 50% of the outstanding voting securities or other
voting equity interests are owned, directly or indirectly, by such party.

“Target Amount” means Seven Million Six Hundred Eighty Thousand Dollars (US $7,680,000.00).
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“Taxes” means any and all taxes, assessments, customs, duties, fees, levies or other governmental charges of any
nature whatsoever (together with any and all interest, penalties, additions to tax and additional amounts imposed with
respect thereto) imposed by any Governmental Authority.

“Working Capital” as of any date means the excess of Current Assets over the Current Liabilities. Working Capital,
as defined, shall be determined in accordance with GAAP and on a consistent basis, including procedures used and
assumptions made, with the Financial Statements.

Section 1.2 Table of Definitions. The following terms have the meanings set forth in the Sections referenced below:
 
Definition   Location

Affected Employees   6.11(a)
Agent   6.15
Agreement   Preamble
Agreement of Merger   2.3(a)
Authorization   3.3(b)
Balance Sheet   4.6(a)
Business Combination   6.16
Buyer   Preamble
Buyer Indemnified Parties   7.2
Buyer Stockholders’ Meeting   4.26
Certificate of Merger   2.3(c)
Claims   6.16
Closing   2.2(a)
Closing Date   2.2(a)
Closing Statement   2.4(a)
Closing Working Capital   2.4(a)
Common Stock   Recitals
Company   Preamble
Company Employee Plans   4.10(a)
Company Intellectual Property   4.14
Company Financial Statements   4.6(a)
Company Mark   6.22
Confidentiality Agreement   6.5(a)
D&O Indemnified Liabilities   6.10(a)
D&O Indemnified Parties   6.10(a)
Deficit Amount   2.5(a)
Delivery Fee   12.1(b)
Disclosure Schedules   Article IV
Effective Time   2.3(c)
Employee Plans   4.10(a)
Environmental Laws   4.16(g)
Environmental Permits   4.16(g)
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ERISA   4.10(a)
Facility Fee   12.1(c)
Filing Deadline   6.18
Final Working Capital   2.5(a)
Financing   5.5
Fundamental Buyer Representations   7.1
Fundamental Company Representations   7.1
Fundamental Representations   7.1
Guarantees   6.9
Hazardous Material   4.16(g)
HSR Act   3.3(b)
Indemnified Party   7.4(a)
Indemnifying Party   7.4(a)
Independent Expert   2.4(c)
Interim Financial Statements   4.6(a)
Lease(s)   4.13(b)
Losses   7.2
Material Contracts   4.17(a)
Merger   2.3(b)
Michigan Use Tax Reserve   8.1(a)
Noncompetition Period   6.12(a)
Notice of Objection   2.4(b)
Permits   4.8(b)
Potential Contributor   7.7
Products   4.21
Promissory Note   2.1
Proposal   6.15
Proxy Statement   4.26
Purchase Price   2.1
Release   4.16(g)
Representatives   6.2
Restricted Entities   6.12(a)
Review Period   2.4(b)
SEC   6.18
Section 338 Forms   8.3(c)
Section 338(h)(10) Election   8.3(a)
Securities Act   5.7
Seller   Preamble
Seller Employee Plans   4.10(a)
Seller Indemnified Parties   7.3
Shares   Recitals
Straddle Periods   8.1(a)(i)
Surplus Amount   2.5(a)
Term Sheet   5.5
Termination Date   10.1(d)
Termination Fee   10.3
Third Party Claim   7.4(a)
Ticking Fee   12.1(a)
Trust Account   6.16
Update   6.3(a)
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ARTICLE II
PURCHASE AND SALE; MERGER

Section 2.1 Purchase and Sale of the Shares. Upon the terms and subject to the conditions of this Agreement, at the
Closing, the Seller shall sell, assign, transfer, convey and deliver the Shares to the Acquisition Sub and the Acquisition Sub
shall purchase the Shares from the Seller, free and clear of any Encumbrances, for an aggregate purchase price of One Hundred
Forty Million Dollars (US $140,000,000.00) (as such may be adjusted pursuant to the terms hereof, the “Purchase Price”),
which amount shall be paid by the Buyer or the Acquisition Sub to the Seller in cash or a combination of (i) a duly completed
and executed promissory note payable to the Seller, dated as of the Closing Date, in a principal amount requested by the
Buyer, not to exceed the amount of the Term Loan (as defined in the Term Sheet) pursuant to the Term Sheet, and in a form to
be agreed among the Seller and the Buyer (the “Promissory Note”) and (ii) the Cash Purchase Price in cash.

Section 2.2 Closing of the Sale and Purchase of the Shares.

(a) The sale and purchase of the Shares shall take place at a closing (the “Closing”) to be held at the offices of
Gibson, Dunn & Crutcher LLP, 4 Park Plaza, Irvine, California 92614, at 10:00 A.M. local time on the fifth Business Day
following the satisfaction or, to the extent permitted by applicable Law, waiver of all conditions to the obligations of the
parties set forth in Article IX (other than such conditions as may, by their terms, only be satisfied at the Closing or on the
Closing Date), or at such other place or at such other time or on such other date as the Seller and the Buyer mutually may
agree in writing. The day on which the Closing takes place is referred to as the “Closing Date.”

(b) At the Closing:

(i) the Buyer or the Acquisition Sub shall deliver to the Seller, (A) by wire transfer to a bank account designated
in writing by the Seller to the Buyer or the Acquisition Sub at least two Business Days prior to the Closing Date, an
amount equal to (I) the Purchase Price in immediately available funds in United States dollars or (II) the Cash
Purchase Price in immediately available funds in United States dollars and (B) all other documents, instruments or
certificates required to be delivered by the Buyer and the Acquisition Sub at the Closing pursuant to this Agreement
(which deliveries shall include, without limitation, in the event that the wire transfer under subsection (A)(II) above
is made, the fully completed and executed Promissory Note); and

(ii) the Seller shall deliver or cause to be delivered to the Acquisition Sub (A) certificates representing the
Shares, duly endorsed in blank or accompanied by stock powers duly endorsed in blank in proper form for transfer,
with appropriate transfer
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stamps, if any, affixed, (B) all other documents and instruments necessary to vest in the Acquisition Sub all of the
Seller’s right, title and interest in and to the Shares, free and clear of all Encumbrances (other than Encumbrances
created or permitted by the Buyer or the Acquisition Sub), (C) duly signed resignations, effective as of the Closing,
of all members of the Company’s board of directors and officers not entering into new employment agreements with
the Company, (D) the minute books, stock book, ledgers and registers, corporate seals and other similar corporate
records of the Company, (E) a certificate of good standing of the Company issued by the Secretary of State of the
State of California, and (F) all other documents, instruments or certificates required to be delivered by the Seller at
the Closing pursuant to this Agreement.

Section 2.3 Merger of the Acquisition Sub with and into the Company.

(a) As of the Closing Date, the Acquisition Sub and the Company shall enter into an agreement of merger in a form
mutually agreed by the Seller and the Buyer (the “Agreement of Merger”).

(b) Subject to the terms and conditions of this Agreement and the Agreement of Merger, and in accordance with the
General Corporation Law and the DGCL, concurrently with the consummation of the sale by the Seller and the purchase
by the Acquisition Sub of the Shares at the Closing, the Acquisition Sub shall be merged with and into the Company
pursuant to the Agreement of Merger (the “Merger”), with the Company as the surviving corporation, the separate
existence of the Acquisition Sub shall thereupon cease and the Company, as the surviving corporation in the Merger,
shall continue its corporate existence under the laws of the State of California.

(c) At the Closing, (i) pursuant to the General Corporation Law, the Acquisition Sub and the Company shall cause a
copy of the Agreement of Merger, together with an officers’ certificate of each of the Acquisition Sub and the Company
containing the information required under the General Corporation Law, in forms mutually agreed by the Seller and the
Buyer, to be filed in the office of the Secretary of State for the State of California and (ii) pursuant to the DGCL, the
parties hereto shall cause a Certificate of Merger (the “Certificate of Merger”), in a form mutually agreed by the Seller and
the Buyer, to be filed in the office of the Secretary of State for the State of Delaware. The Merger shall become effective
immediately upon the filing of the Agreement of Merger and the related officers’ certificates and the Certificate of Merger
and related certificates with the offices of the Secretaries of State for the State of California and for the State of Delaware,
respectively, in accordance with the General Corporation Law and the DGCL (the date and time of such filings being the
“Effective Time”). At the Effective Time, the effect of the Merger shall be as provided in the Agreement of Merger, the
Certificate of Merger, the applicable provisions of the General Corporation Law and the DGCL. Without limiting the
generality of the foregoing, and subject thereto, at the Effective Time all the property, rights, privileges, powers and
franchises of the Company and the Acquisition Sub shall vest in the Company as the surviving corporation in the Merger,
and all debts, liabilities, obligations, restrictions, disabilities and duties of the Company and the Acquisition Sub shall
become the debts, liabilities, obligations, restrictions, disabilities and duties of the Company as the surviving corporation
in the Merger.

 
10



Section 2.4 Closing Working Capital.

(a) Within sixty (60) calendar days after the Closing Date, the Buyer shall prepare or cause to be prepared and
delivered to the Seller a statement (the “Closing Statement” setting forth a balance sheet of the Company as of the
Closing Date and calculating the Working Capital of the Company as of the Closing Date (the “Closing Working
Capital”). The Seller and the Seller’s accountants shall cooperate with the Buyer and the Buyer’s accountants in
connection with the preparation of the Closing Statement, and the Seller shall provide the Buyer and the Buyer’s
accountants with reasonable access to any of its books, records, schedules, analyses, working papers and other
information relating to the Company for this purpose. The Closing Statement shall be prepared in accordance with GAAP
and on a consistent basis with the Company Financial Statements.

(b) Upon receipt from the Buyer, the Seller shall have thirty (30) calendar days to review the Closing Statement (the
“Review Period”). If the Seller disagrees with the Buyer’s computation of the Closing Working Capital, the Seller may, on
or prior to the last calendar day of the Review Period, deliver a notice to the Buyer (the “Notice of Objection”), which sets
forth its objections to the Buyer’s calculation of the Closing Working Capital. Any Notice of Objection shall specify
those items or amounts with which the Seller disagrees, together with a reasonably detailed written explanation of the
reasons for disagreement with each such item or amount, and, to the extent reasonably practicable, shall set forth the
Seller’s calculation of the Closing Working Capital based on such objections. To the extent not set forth in the Notice of
Objection, the Seller shall be deemed to have agreed with the Buyer’s calculation of all other items and amounts
contained in the Closing Statement.

(c) Unless the Seller delivers the Notice of Objection to the Buyer within the Review Period, the Seller shall be
deemed to have accepted the Buyer’s calculation of the Closing Working Capital and the Closing Statement shall be
final, conclusive and binding. If the Seller delivers the Notice of Objection to the Buyer within the Review Period, the
Buyer and the Seller shall, during the thirty (30) calendar days following such delivery or any mutually agreed extension
thereof, use their commercially reasonable efforts to reach agreement on the disputed items and amounts in order to
determine the amount of the Closing Working Capital. If, at the end of such period or any mutually agreed extension
thereof, the Buyer and the Seller are unable to resolve their disagreements, they shall jointly retain and refer their
disagreements for final determination to an independent accounting firm mutually agreed upon by the Buyer and the
Seller (or, if the Buyer and the Seller cannot agree on such an accounting firm, then each shall select an independent
accounting firm and such accounting firms shall select a third independent accounting firm) (the accounting firm
mutually agreed upon by the Buyer and the Seller or such other accounting firm being the “Independent Expert”). The
Buyer and the Seller shall instruct the Independent Expert promptly to review this Section 2.4 and to determine solely
with respect to the disputed items and amounts so submitted whether and to what extent, if any, the Closing Working
Capital set forth in the Closing Statement requires adjustment. The Buyer and the Seller shall make available to the
Independent Expert all relevant books and records and other items reasonably requested by the Independent Expert for
this purpose. The Buyer and the Seller shall request that the Independent Expert deliver to the Buyer and the Seller, as
promptly as practicable but in no event later than forty-five (45) calendar days after its retention, a report that sets forth its
resolution of the disputed items and amounts and its calculation of the Closing
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Working Capital. The decision of the Independent Expert shall be final, conclusive and binding on the parties. The costs
and expenses of the Independent Expert shall be borne by the parties in inverse proportion to their success on the
disputed matters as determined by the Independent Expert. Each of the Buyer and the Seller agrees to promptly execute, if
requested by the Independent Expert, a reasonable engagement letter, including customary indemnities in favor of the
Independent Expert.

Section 2.5 Adjustment of Purchase Price.

(a) If the Closing Working Capital, as finally determined pursuant to Section 2.4 (the “Final Working Capital“), is
less than the Target Amount, the Seller shall pay to the Buyer or the Company, as an adjustment to the Purchase Price, in
the manner and with interest as provided in Section 2.5(b), an amount of cash equal to the difference between the Target
Amount and the Final Working Capital (the “Deficit Amount“). If the Final Working Capital exceeds the Target Amount,
the Buyer or the Company shall pay to the Seller, as an adjustment to the Purchase Price, in the manner and with interest
as provided in Section 2.5(b), an amount of cash equal to the difference between the Final Working Capital and the
Target Amount (the “Surplus Amount“).

(b) Within five (5) Business Days after the Final Working Capital has been finally determined pursuant to
Section 2.4, (i) if there is a Deficit Amount, the Seller shall pay to the Buyer or the Company an amount equal to such
Deficit Amount and (ii) if there is a Surplus Amount, the Buyer or the Company shall pay to the Seller an amount equal to
such Surplus Amount, in each case above together with interest calculated as set forth below. Any payment of a Deficit
Amount or a Surplus Amount shall be made by wire transfer of immediately available funds to an account designated in
writing by the Buyer or the Seller, as the case may be, at least three (3) Business Days prior to such payment. The amount
of any payment to be made pursuant to this Section 2.5 shall bear interest from and including the Closing Date to but
excluding the date of payment at a rate per annum equal to the “prime rate”, as published in The Wall Street Journal,
Eastern Edition, in effect from time to time or (if less) the maximum rate permitted by applicable Law, during the period
from the Closing Date to the date of payment. Such interest shall be calculated daily on the basis of a year of three
hundred and sixty five (365) days and the actual number of days elapsed, without compounding.

ARTICLE III
REPRESENTATIONS AND WARRANTIES

OF THE SELLER

The Seller hereby represents and warrants to the Buyer and the Acquisition Sub that the statements contained in this
Article III are true and correct.
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Section 3.1 Organization. The Seller is a corporation duly organized, validly existing and in good standing under the
laws of Delaware and has all necessary corporate power and authority to own, lease and operate its properties and to carry on
its business as it is now being conducted.

Section 3.2 Authority. The Seller has full corporate power and authority to execute and deliver this Agreement and each
of the Ancillary Agreements to which it will be a party, to perform its obligations hereunder and thereunder and to
consummate the transactions contemplated hereby and thereby. The execution and delivery by the Seller of this Agreement
and each of the Ancillary Agreements to which it will be a party and the consummation by the Seller of the transactions
contemplated hereby and thereby have been duly and validly authorized by all necessary corporate action. This Agreement
has been, and upon their execution each of the Ancillary Agreements to which the Seller will be a party will have been, duly
executed and delivered by the Seller. This Agreement constitutes, and upon their execution each of the Ancillary Agreements
to which the Seller will be a party will constitute, the legal, valid and binding obligations of the Seller, enforceable against the
Seller in accordance with their respective terms, except as enforcement may be limited by applicable bankruptcy, insolvency,
reorganization, moratorium or similar laws affecting creditors’ rights generally and by general principles of equity (regardless
of whether considered in a proceeding in equity or at law).

Section 3.3 No Conflict; Required Filings and Consents.

(a) The execution, delivery and performance by the Seller of this Agreement and each of the Ancillary Agreements to
which the Seller will be a party, and the consummation of the transactions contemplated hereby and thereby, do not and
will not:

(i) conflict with or violate the certificate of incorporation or bylaws of the Seller;

(ii) conflict with or violate any Law applicable to the Seller or by which any of its businesses, operations,
properties or assets are bound or affected; or

(iii) conflict with, violate, result in any breach of, constitute a default (or an event that, with or without notice or
lapse of time, or both, would become a default) under, or require any consent of any Person pursuant to any Contract
to which the Seller is a party or by which its properties or asset is bound or affected (except as set forth on Schedule
3.3(a) of the Disclosure Schedules);

except, in the case of clause (ii) or (iii), for any such conflicts, violations, breaches, defaults or other occurrences that would
not, individually or in the aggregate, have or reasonably be expected to have a Material Adverse Effect with respect to the
Seller or the Company or that arise as a result of any facts or circumstances relating to the Buyer or any of its Affiliates.

(b) The Seller is not required to file, seek or obtain any notice, authorization, approval, license, certificate, order,
permit or consent (each, an “Authorization“) of or with any Governmental Authority in connection with the execution,
delivery and performance by the Seller of this Agreement and each of the Ancillary Agreements to which the Seller will
be a party or the consummation of the transactions contemplated hereby or thereby, except (i) for any
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filings required to be made under the Hart-Scott-Rodino Antitrust Improvements Act of 1976, as amended (the “HSR
Act“), (ii) for such filings as may be required by any applicable federal or state securities or “blue sky” laws, (iii) where
failure to file, seek or obtain such Authorizations, or to make such filing or notification, would not, individually or in the
aggregate, reasonably be expected to have a Material Adverse Effect with respect to the Seller or the Company or (iv) as
may be necessary as a result of any facts or circumstances relating to the Buyer or the Acquisition Sub or any of their
Affiliates.

Section 3.4 Shares. The Seller is the record and beneficial owner of and has good and valid title to the Shares, free and
clear of any Encumbrance. The Seller has the right, authority and power to sell, assign and transfer the Shares to the
Acquisition Sub. Upon delivery to the Acquisition Sub of certificates for the Shares at the Closing, the Buyer’s payment of the
Purchase Price and registration of the Shares in the name of the Acquisition Sub in the stock records of the Company, the
Acquisition Sub shall acquire good and valid title to the Shares, free and clear of any Encumbrance other than Encumbrances
created or permitted by the Buyer or the Acquisition Sub.

Section 3.5 Brokers. Except for Banc of America Securities LLC, the fees of which will be paid by the Seller, no broker,
finder, financial adviser, intermediary or investment banker is entitled to any brokerage, finder’s or other fee or commission in
connection with the transactions contemplated hereby based upon arrangements made by or on behalf of the Seller.

Section 3.6 No Knowledge of Breaches. Subject to the provisions of Section 6.3, the Seller has no actual knowledge that
any of the representations or warranties made by the Buyer or the Acquisition Sub are untrue, incomplete or inaccurate.

ARTICLE IV
REPRESENTATIONS AND WARRANTIES OF THE COMPANY AND THE SELLER

The Company and the Seller hereby represent and warrant to the Buyer and the Acquisition Sub that each of the
statements contained in this Article IV are true and correct, except as expressly qualified under the section in the Disclosure
Schedules attached hereto (collectively, the “Disclosure Schedules“) specifically corresponding to the Section in this Article
IV in which such statement is contained:

Section 4.1 Organization and Qualification.

(a) The Company is (i) a corporation duly organized, validly existing and in good standing under the laws of the
State of California, and has all necessary corporate power and authority to own, lease and operate its properties and to
carry on its business as it is now being conducted and (ii) duly qualified or licensed as a foreign corporation to do
business, and is in good standing, in each jurisdiction where the character of the properties owned, leased or operated by
it or the nature of its business makes such qualification or licensing necessary, except, in each case, for any such failures
that would not, individually or in the aggregate, have or reasonably be expected to have a Material Adverse Effect with
respect to the Company. The Company is duly qualified to do business in the jurisdictions set forth on Schedule 4.1 of
the Disclosure Schedules.
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(b) The Company has heretofore furnished to the Buyer or the Acquisition Sub a complete and correct copy of the
articles of incorporation and bylaws, each as amended to date, of the Company. Such articles of incorporation and bylaws
are in full force and effect.

(c) The Company does not have any Subsidiaries.

Section 4.2 Authority. The Company has full corporate power and authority to execute and deliver this Agreement and
each of the Ancillary Agreements to which it will be a party, to perform its obligations hereunder and thereunder and to
consummate the transactions contemplated hereby and thereby. The execution and delivery by the Company of this
Agreement and each of the Ancillary Agreements to which it will be a party and the consummation by the Company of the
transactions contemplated hereby and thereby have been duly and validly authorized by all necessary corporate action. This
Agreement has been, and upon their execution each of the Ancillary Agreements to which the Company will be a party will
have been, duly executed and delivered by the Company. This Agreement constitutes, and upon their execution each of the
Ancillary Agreements to which the Company will be a party will constitute, the legal, valid and binding obligations of the
Company, enforceable against the Company in accordance with their respective terms, except as enforcement may be limited
by applicable bankruptcy, insolvency, reorganization, moratorium or similar laws affecting creditors’ rights generally and by
general principles of equity (regardless of whether considered in a proceeding in equity or at law).

Section 4.3 No Conflict; Required Filings and Consents.

(a) The execution, delivery and performance by the Company of this Agreement and each of the Ancillary
Agreements to which the Company will be a party, and the consummation of the transactions contemplated hereby and
thereby, do not and will not:

(i) conflict with or violate the articles of incorporation or bylaws of the Company;

(ii) conflict with or violate any Law applicable to the Company or by which any of its businesses, operations,
properties or assets are bound or affected; or

(iii) conflict with, violate, result in any breach of, constitute a default (or an event that, with or without notice or
lapse of time, or both, would become a default) under, require any consent of any Person pursuant to, give rise to a
right of termination, cancellation, acceleration or modification of any obligation or to loss of a material benefit
under, or to increased, additional, accelerated, guaranteed or modified rights or entitlements of any person under, or
result in the creation of any Encumbrance (other than Permitted Encumbrances) upon any of the properties or assets
of the Company or the Shares under, any Material Contract (except as set forth on Schedule 4.3(a) of the Disclosure
Schedules);

except, in the case of clause (ii), for any such conflicts, violations, breaches, defaults or other occurrences that would not,
individually or in the aggregate, have or reasonably be expected to have a Material Adverse Effect with respect to the
Company or the Seller or that arise as a result of any facts or circumstances relating to the Buyer or any of its Affiliates.
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(b) The Company is not required to file, seek or obtain any Authorization of or with any Governmental Authority in
connection with the execution, delivery and performance by the Company of this Agreement and each of the Ancillary
Agreements to which the Company will be a party or the consummation of the transactions contemplated hereby or
thereby, except for (i) any filings required to be made under the HSR Act, (ii) such filings as may be required by any
applicable federal or state securities or “blue sky” laws, (iii) where failure to file, seek or obtain such Authorizations, or to
make such filing or notification, would not, individually or in the aggregate, have or reasonably be expected to have a
Material Adverse Effect with respect to the Company or (iv) as may be necessary as a result of any facts or circumstances
relating to the Buyer, the Acquisition Sub or any of their Affiliates.

Section 4.4 Capitalization. The Company’s authorized and outstanding capital stock is as set forth in Schedule 4.4 of the
Disclosure Schedules. All of the Company’s issued and outstanding capital stock is duly authorized, validly issued, fully paid
and nonassessable, and were issued in compliance with all applicable Laws. None of the Company’s issued and outstanding
capital stock was issued in violation of or subject to any preemptive or subscription rights. The Shares constitute all of the
issued and outstanding capital stock of the Company. There are no outstanding obligations, options, warrants, convertible
securities or other rights, Contracts, arrangements or commitments of any kind relating to the capital stock of the Company or
obligating the Seller or the Company to issue or sell any shares of capital stock of, or any other interest in, the Company. There
are no outstanding contractual obligations of the Company to repurchase, redeem or otherwise acquire any shares of capital
stock of the Company or to make any investment in any other Person. There are no agreements or understandings in effect with
respect to the voting or transfer of any of the capital stock of the Company, except as contemplated by this Agreement.

Section 4.5 Equity Interests. The Company does not own, directly or indirectly, any equity, partnership, membership or
similar interest in, or any interest convertible into, exercisable for the purchase of or exchangeable for any such equity,
partnership, membership or similar interest in, any Person.

Section 4.6 Company Financial Statements; No Undisclosed Liabilities.

(a) Copies of the audited consolidated balance sheet of the Company as of December 31, 2005 and December 31,
2004 and the related audited consolidated statements of income, shareholders’ equity and cash flows of the Company for
each of the years ended December 31, 2005, 2004 and 2003, together with all related notes and schedules thereto
(collectively referred to as the “Company Financial Statements“), are attached hereto as Schedule 4.6(a)(i) of the
Disclosure Schedules, and the unaudited consolidated balance sheet of the Company as of June 30, 2006 (the “Balance
Sheet“), and the related consolidated statements of income and cash flows of the Company for the period ended June 30,
2006, together with all related notes and schedules thereto (collectively referred to as the “Interim Financial Statements“,
and together with the Company Financial Statements, the “Financial Statements”), are attached hereto as
Schedule 4.6(a)(ii) of the Disclosure Schedules. Each of the Financial Statements (i) has been prepared based on the books
and records of the Company, (ii) has been prepared in accordance with GAAP applied on a consistent basis throughout
the periods indicated (except as may be indicated in the notes thereto) and (iii) fairly presents, in all material
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respects, the consolidated financial position, results of operations and cash flows of the Company as of the respective
dates thereof and for the respective periods indicated therein, except as otherwise noted therein and subject, in the case of
the Interim Financial Statements, to normal and recurring year-end adjustments and the absence of notes that will not,
individually or in the aggregate, be material in any adverse way.

(b) Except as set forth in Schedule 4.6(b) of the Disclosure Schedules, to the Company’s Knowledge, there are no
debts, liabilities or obligations, whether accrued or fixed, absolute or contingent, matured or unmatured or determined or
determinable, of the Company of a nature required to be reflected on a balance sheet prepared in accordance with GAAP,
other than any such debts, liabilities or obligations (i) adequately reflected or reserved against on the Financial
Statements or the notes thereto, (ii) incurred since the date of the Balance Sheet in the ordinary course of business of the
Company consistent with past practice, including, without limitation, Taxes or (iii) that would not be, individually or in
the aggregate, material in amount.

Section 4.7 Absence of Certain Changes or Events. Since the date of the Balance Sheet, except as set forth on Schedule
4.7 of the Disclosure Schedules, except as contemplated by this Agreement or except with the prior written consent of the
Buyer or the Acquisition Sub (which consent shall not be unreasonably withheld, conditioned or delayed), (i) there has not
occurred any Material Adverse Effect with respect to the Company; (ii) the Company has conducted its business in the
ordinary course consistent with past practice; (iii) there has not been any material damage, destruction or loss with respect to
the assets, properties and rights of the Company, whether or not covered by insurance; (iv) the Company has not sold, leased,
transferred or assigned any property or assets, except in the ordinary course of the business consistent with past practice;
(v) the Company has not mortgaged, pledged or subjected to Encumbrances (other than Permitted Encumbrances) any of its
assets, properties or rights; (vi) the Company has not entered into, amended, modified, canceled or waived any rights under
any Material Contract and no Material Contract has been terminated or cancelled prior to its stated term; (vii) the Company
has not made any change in its accounting practices; (viii) the Company has not incurred, assumed or guaranteed any
Indebtedness in excess of $50,000; (ix) the Company has not declared, set aside or paid any dividends or made any
distributions on the Company’s capital stock or other equity securities or redeemed or purchased any shares of the Company’s
capital stock or other equity securities; (x) the Company has not made any capital expenditures or commitments in a single
transaction or series of related transactions in an amount in excess of $1,000,000; (xi) the Company has not acquired all or part
of any entity or business (whether by the acquisition of stock, the acquisition of assets, merger or otherwise); (xii) the
Company has not materially amended the terms of any existing Employee Plans other than as required by applicable Law and
Schedule 4.7 sets forth all such amendments made during the period between the date of the Balance Sheet and the date of this
Agreement; (xiii) the Company has not entered into any employment, compensation or deferred compensation agreement (or
any amendment to any such existing agreement) with any officer or director of the Company other than performance-based
bonus arrangements entered into in connection with the transactions contemplated by this Agreement and Schedule 4.7 set
forth all such employment, compensation or deferred compensation agreements (or any amendment to any such existing
agreement) entered into during the period between the date of the Balance Sheet and the date of this Agreement; (xiv) the
Company has not changed or authorized or proposed to change or authorize, any change in the articles of incorporation or
bylaws of the Company; (xv) the
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Company has not made any change in the Tax elections of the Company, settled or compromised any material income Tax
liability of the Company or made any change in any tax accounting method of the Company; and (xvi) the Company has not
agreed, whether in writing or otherwise, to do any of the foregoing.

Section 4.8 Compliance with Law; Permits.

(a) Except as set forth in Schedule 4.8(a) of the Disclosure Schedules, the Company is in compliance with, and is not
in violation in any respect of, all Laws applicable to the Company or by which its businesses, operations, properties or
assets are bound or affected, except for any non-compliance that would not, individually or in the aggregate, have or
reasonably be expected to have a Material Adverse Effect with respect to the Company. Except as set forth in Schedule
4.8(a) of the Disclosure Schedules, the Company has not received any written notice from any Governmental Authority
alleging any failure by the Company to comply with any applicable Law. No event has occurred and no circumstances
exist that (with or without notice or the lapse of time) may conflict with or result in a violation of, or failure on the part of
the Company to comply with, any applicable Law, except for any such violations, conflicts or failures to comply that
would not, individually or in the aggregate, have or reasonably be expected to have a Material Adverse Effect with
respect to the Company or prevent the Buyer from obtaining any Permit which is required as a result of the transactions
contemplated herein, assuming the relevant personnel of the Buyer have received all necessary clearance from applicable
Governmental Authorities. The Company has conducted the Business in material compliance with the Medicare Supplier
Standards and the Health Insurance Portability and Accountability Act of 1996 and there has been no violation by the
Company of such Laws which would prevent the Buyer from obtaining a new Medicare supplier number on or before the
Closing Date.

(b) The Company is in possession of all permits, licenses, franchises, approvals, certificates, consents, waivers,
concessions, exemptions, orders, registrations, notices or other authorizations of any Governmental Authority necessary
for the Company to own, lease and operate its properties and to carry on its business as currently conducted (the
“Permits“), except where the failure to have, or the suspension or cancellation of, any of the Permits would not,
individually or in the aggregate, have or reasonably be expected to have a Material Adverse Effect with respect to the
Company. All material Permits of the Company are set forth on Schedule 4.8(b) of the Disclosure Schedules. Such Permits
are valid and in full force and effect and no event has occurred and no circumstances exist that (with or without notice or
the lapse of time) conflict with or result in a violation of, or failure on the part of the Company to comply with, the terms
of, or the revocation, withdrawal, termination, cancellation, suspension or modification of, any Permit, except as would
not, individually or in the aggregate, have or reasonably be expected to have a Material Adverse Effect with respect to the
Company.

Section 4.9 Litigation. Except as set forth in Schedule 4.9 of the Disclosure Schedules, as of the date hereof, there is no
Action by or against the Company pending, or to the Knowledge of the Company or the Seller, threatened (i) that would,
individually or in the aggregate, reasonably be expected to have a Material Adverse Effect with respect to the Company, or
(ii) that challenges or seeks to prevent, enjoin or otherwise delay the transactions contemplated by this Agreement. To the
Company’s or the Seller’s Knowledge, no event has
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occurred or circumstances exist that may give rise or serve as a basis for any such Action. There is no Action pending, or to the
Knowledge of the Company or the Seller, threatened, against any current or former director or employee of the Company with
respect to which the Company has or is reasonably likely to have an indemnification obligation. There is no unsatisfied
judgment, penalty or award against or affecting the Company or any of its businesses, operations, properties or assets. There is
no award, injunction, judgment, decree, order, ruling, verdict or decision issued or entered by any Governmental Authority to
which the Company or any of its businesses, operations, properties or assets is subject.

Section 4.10 Employee Benefit Plans.

(a) Schedule 4.10(a) of the Disclosure Schedules sets forth (i) a list of all employee benefit plans (as defined in
Section 3(3) of the Employee Retirement Income Security Act of 1974, as amended (“ERISA“)) and all bonus, stock
option, stock purchase, restricted stock, incentive, deferred compensation, retiree medical or life insurance, supplemental
retirement, severance or other benefit plans, programs or arrangements, that are maintained, contributed to or sponsored
by the Seller, the Company or any of their Affiliates for the benefit of any current or former employee, officer or director
of the Company or pursuant to which the Company could have any liability and (ii) a list of all material employment,
termination, severance or other contracts, agreements or arrangements, pursuant to which the Company currently has any
obligation with respect to any current or former employee, officer or director of the Company (collectively, the
“Employee Plans“). The Company has made available to the Buyer or the Acquisition Sub a true and complete copy of
each Employee Plan and all current summary plan descriptions and the most recent determination letter from the IRS, if
any, with respect to any Employee Plan. Schedule 4.10(a) of the Disclosure Schedules identifies (x) those Employee Plans
described in clause (i) above that are sponsored, maintained or contributed to by the Seller or any of its Affiliates (other
than the Company), or those described in clause (ii) above to which the Company is not a party (all such Employee Plans
so identified, the “Seller Employee Plans“) and (y) those Employee Plans described in clause (i) above that are sponsored,
maintained or contributed to solely by the Company, or described in clause (ii) above to which the Company is a party
(all such Employee Plans so identified, the “Company Employee Plans“)

(b) (i) Each Company Employee Plan has been maintained in all material respects in accordance with its terms and
the requirements of ERISA and the Code, (ii) the Company has performed all material obligations required to be
performed by it under any Company Employee Plan and is not in any material respect in default under or in violation of
any Company Employee Plan, and (iii) no Action (other than claims for benefits in the ordinary course) is pending or, to
the Knowledge of the Company, threatened in writing with respect to any Company Employee Plan by any current or
former employee, officer or director of the Company.

(c) Each Company Employee Plan that is intended to be qualified under Section 401(a) of the Code is so qualified
and has received a determination or opinion letter from the IRS that it is so qualified and, to the Knowledge of the
Company, no fact or event has occurred since the date of such letter or letters from the IRS that would reasonably be
expected adversely to affect the qualified status of any such Employee Plan.
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(d) None of the Company Employee Plans (i) is a “defined benefit plan” within the meaning of section 3(35) of
ERISA, (ii) provides post-retirement health or death benefit coverage (other than as required under Part 6 of Subtitle B of
Title I of ERISA or Section 4980B of the Code, or other similar state or local law), (iii) is a plan described in
Section 413(a) or 413(c) of the Code or Section 3(40) of ERISA or (iv) provides for any benefit based in whole or in part
on the value of any equity interest in the Company.

(e) None of the Employee Plans, nor any other employee benefit plan maintained or contributed to by Seller or any
of its Affiliates is a multiemployer plan (within the meaning of Section 3(37) or 4001(a)(3) of ERISA), a single employer
plan (within the meaning of Section 4001(a)(15) of ERISA) for which the Company would reasonably be expected to
incur liability under Section 4063 or 4064 of ERISA, or otherwise subject to Title IV of ERISA or Section 412 of the
Code. The Seller and its Affiliates have complied in all material respects with the provisions of Part 6 of Title I of ERISA
and Section 4980B of the Code.

(f) Except as set forth on Schedule 4.10(f) of the Disclosure Schedules, the Company is not a party to any contract,
agreement or arrangement that would, directly or in combination with other events, result, separately or in the aggregate,
in the payment, acceleration or enhancement of any benefit as a result of the transactions contemplated by this Agreement
and the Ancillary Agreements.

(g) Each Employee Plan that is a “nonqualified deferred compensation plan” (as defined under Section 409A(d)(1) of
the Code) has been operated and administered in good faith compliance with Section 409A of the Code from the period
beginning January 1, 2005 through the date hereof and has not been materially modified since October 2, 2004. There are
no agreements in place that would entitle any participant in any such plan to reimbursement for any additional tax
imposed by Section 409A of the Code.

Section 4.11 Labor and Employment Matters. The Company is not a party to any labor or collective bargaining contract
that pertains to its employees. To the Knowledge of the Company or the Seller, there are no organizing activities or collective
bargaining arrangements that could affect the Company pending or under discussion with any labor organization or group of
employees of the Company. Section 4.11 of the Disclosure Schedule sets forth (i) (A) a list of all directors, employees,
contractors and consultants of the Company (including title and position) as of the date hereof, and (B) the base compensation
and benefits of each such director, employee, contractor and consultant, and (ii) a list of all former directors, employees,
contractors and consultants of the Company who are receiving benefits or scheduled to receive benefits in the future, and the
pension benefit, medical insurance coverage and other benefits of each such former director, employee, contractor and
consultant. There have not been since January 1, 2005 and there are not pending or threatened any labor disputes, work
stoppages, requests for representation, pickets, work slow-downs due to labor disagreements or any actions or arbitrations that
involve the labor or employment relations of the Company. There is no unfair labor practice, charge or complaint pending,
unresolved or, to the Company or the Seller’s Knowledge, threatened before the National Labor Relations Board. The
Company has complied in all material respects with each, and is not in violation in any material respect of any, Law relating to
anti-discrimination and equal employment opportunities and there are, and have been,
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no material violations of any other Law respecting the hiring, hours, wages, occupational safety and health, employment,
promotion, termination or benefits of any employee or other Person.

Section 4.12 Insurance. Schedule 4.12 of the Disclosure Schedules sets forth a true and complete list of all material
insurance policies maintained currently by or for the benefit of the Company, including the type of coverage, the insurer, the
policy limit and expiration date of such policies. Except for expirations or terminations in the ordinary course, all of such
insurance policies are in full force and effect, and the Company is not in material default with respect to its obligations under
any of such insurance policies. Such insurance is of the kinds, covering such risks and in such amounts and with such
deductibles and exclusions, as are consistent with past business practice of the Company. All premiums due for such insurance
have been paid in full in a timely manner. No written notice of cancellation of any such policies has been received by the
Seller or the Company nor, to the Seller’s or the Company’s Knowledge, is there any reason or state of facts that could lead to
cancellation other than expirations or terminations in the ordinary course. Except as set forth on Schedule 4.12 of the
Disclosure Schedules, the Company has made no material claims under any casualty insurance policy during the past five
(5) years. There is no material claim pending under any such policy as to which coverage has been denied.

Section 4.13 Real Property.

(a) The Company has no Owned Real Property.

(b) Schedule 4.13(b) of the Disclosure Schedules lists each lease (a “Lease,” and collectively, the “Leases“) covering
each parcel of Leased Real Property and the street address of each parcel of Leased Real Property and the identity of the
lessor and lessee of each such parcel of Leased Real Property. The Company has a valid leasehold estate in all Leased
Real Property, and such leasehold estate is free and clear of all Encumbrances other than Permitted Encumbrances.

(c) True and complete copies of the Leases have been delivered to the Buyer or the Acquisition Sub by the Seller or
the Company. The Leases are in full force and effect and constitute the legal, valid and binding obligations of the
Company and, to the Knowledge of the Company, the counterparties thereto, enforceable in accordance with their
respectable terms, except as enforcement may be limited by applicable bankruptcy, insolvency, reorganization,
moratorium or similar laws affecting creditors’ rights generally and by general principles of equity (regardless of whether
considered in a proceeding in equity or at law). With respect to each Lease: (i) such Lease is the only agreement with
respect to the subject matter thereof, (ii) no Leased Real Property is subject to any Encumbrance, except for Permitted
Encumbrances, (iii) the Company has neither received nor sent any notice of default under such Lease and (iv) to the
Knowledge of the Company, there are no defaults under such Lease. To the Knowledge of the Company, no landlord
under any Lease has exercised any right to terminate such Lease, to shorten or lengthen the terms thereof, to lease
additional premises or to reduce, relocate or expand the applicable Leased Real Property, and the Company has not
exercised any such right.

(d) The Leased Real Property is in materially good condition and repair and is materially sufficient for the operation
of the Business. Except as set forth on Schedule 4.13(d) of

 
21



the Disclosure Schedules, the Leased Real Property is the only real property interests used in connection with, or
otherwise material to, the Business.

Section 4.14 Intellectual Property. Schedule 4.14 of the Disclosure Schedules sets forth a true and complete list in
reasonable detail of the following Intellectual Property of the Company: (i) trade names, registered trademarks and service
marks, domain names and applications to register any of the foregoing, (ii) patents and patent applications, (iii) registered
copyrights and (iv) all material licenses (excluding licenses for off-the-shelf or shrinkwrap computer software) outside the
ordinary course of business granted to or by the Company relating to the Business (collectively, with all other Intellectual
Property of the Company, the “Company Intellectual Property“). Except as set forth in Section 4.14 of the Disclosure
Schedules, the Company Intellectual Property is sufficient to operate the Business as currently conducted, and the Company
owns or has the right to use all Company Intellectual Property free and clear of all Encumbrances, other than Permitted
Encumbrances. Except as set forth on Schedule 4.14 of the Disclosure Schedules, the Company has not received, within the
previous twelve-month period, any written notice of any asserted or threatened claim, and no such claim is pending, that the
use or exploitation by the Company of any Company Intellectual Property infringes the Intellectual Property of any other
Person, which infringement would reasonably be expected to have a Material Adverse Effect with respect to the Company, and
to the Knowledge of the Company, there is no basis for any such claim. The Company has no Knowledge of any infringement
or infringing use of any Company Intellectual Property by any Person. Except as set forth on Schedule 4.14 of the Disclosure
Schedules, the Company has not provided any written notice, within the previous twelve-month period, to any Person alleging
or asserting that such Person is infringing the Company’s Intellectual Property.

Section 4.15 Taxes.

(a) Except as set forth in Schedule 4.15(a) of the Disclosure Schedules, all material Returns required to have been
filed by or with respect to or which include the Company have been timely filed (taking into account any extension of
time to file granted or obtained), and such Returns are complete and accurate in all material respects. Except as set forth in
Schedule 4.15(a) of the Disclosure Schedules, all Taxes of the Company that are due and owing (whether or not shown to
be payable on such Returns) have been paid or will be timely paid. Except as set forth in Schedule 4.15(a) of the
Disclosure Schedules, no deficiency for any material amount of Tax has been asserted or assessed by a Governmental
Authority in writing against the Company that has not been satisfied by payment, settled or withdrawn. There are no Tax
liens on the assets of the Company (other than Permitted Encumbrances). Except as set forth in Schedule 4.15(a) of the
Disclosure Schedules, all Taxes not yet due and payable by the Company as of the date hereof have been, in all material
respects, properly accrued on the books of account of the Company in accordance with GAAP. The Seller has the
authority to consent to the Section 338(h)(10) Election and similar state elections with respect to the purchase and sale of
the Shares pursuant to this Agreement and is eligible to join with the Buyer or the Acquisition Sub in making such
elections.

(b) Except as set forth on Schedule 4.15(b) of the Disclosure Schedules, the Company (i) is not currently the subject
of a Tax audit or examination, (ii) has not consented to extend the time and is not the beneficiary of any extension of time
in which any Tax may be
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assessed or collected by any Governmental Authority and (iii) no Governmental Authority with which the Company does
not file Tax Returns has asserted in writing that the Company is or may be required to pay Taxes to or file Tax Returns
with that Governmental Authority.

(c) The Company is not a party to a Tax sharing agreement or any other agreement to indemnify any Person for Tax
Liability. The Company does not have any gross-up obligations that would arise from the payment of any “excess
parachute payment” within the meaning of Section 280G of the Code. The Company has withheld and paid all material
Taxes required to have been withheld and paid in connection with amounts paid to any employee, independent
contractor, agent or other Person for all periods for which the statutory period of limitations for the assessment of such
Tax has not yet expired.

(d) The Company is not a party to any joint venture, partnership or other arrangement that is treated as a partnership
for federal income tax purposes. There are no accounting method changes, or proposed or threatened accounting method
changes, of the Company that could give rise to an adjustment under Section 481 of the Code or any similar provision of
state or local Tax law for periods after the Closing Date. Except as set forth in Schedule 4.15(d) of the Disclosure
Schedules, the Company has not received and is not subject to any written ruling of a taxing authority related to Taxes
and has not entered into any written and legally binding agreement with a taxing authority relating to Taxes. The
Company has no liability for Taxes of any person or entity other than itself (i) under Section 1.1502-6 of the Treasury
regulations (or any similar provision of state, local or foreign law), except in respect of the Seller, (ii) as a transferee or
successor, (iii) by contract or (iv) otherwise.

(e) The Company has not participated in or cooperated with an international boycott within the meaning of
Section 999 of the Code. The Company has not participated in a “reportable transaction” within the meaning of Treasury
Regulations Section 1.6011-4(b) or a “potentially abusive tax shelter” within the meaning of Section 6112(b) of the
Code. The Company will not 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 any: (i) installment
sale or open transaction disposition made on or prior to the Closing Date or (ii) prepaid amount received on or prior to the
Closing Date.

Section 4.16 Environmental Matters. Except as set forth in Schedule 4.16 of the Disclosure Schedules:

(a) The Company is and has been in compliance in all material respects with all applicable Environmental Laws and
has obtained and is and has been in compliance in all material respects with all Environmental Permits and (ii) there are
no written claims pursuant to any Environmental Law pending or, to the Company’s or the Seller’s Knowledge,
threatened against the Company.

(b) To the Company’s or the Seller’s Knowledge, no Hazardous Materials are present, no Releases of Hazardous
Materials have occurred, and no Person has been exposed to any Hazardous Materials at, from, in, to, on, or under any real
property currently or formerly owned, operated, or leased by the Company or any predecessors of the Company, that
would likely result in a liability under Environmental Laws to the Company.
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(c) To the Company’s or the Seller’s Knowledge, neither the Company nor any predecessors of the Company has
transported or arranged for the treatment, storage, handling, disposal, or transportation of any Hazardous Material to any
off-site location which would likely result in a liability under Environmental Laws to the Company.

(d) The Company has not, either expressly or by operation of law, assumed responsibility for or agreed to indemnify
or hold harmless any Person for any liability or obligation, arising under or relating to Environmental Laws.

(e) There have been no environmental investigations, studies, assessments, audits, tests, reviews or other analyses
conducted by, on behalf of, or which are in the possession of, the Company with respect to any real property currently or
formerly owned, operated, or leased by the Company or any predecessors of the Company which have not been delivered
to the Buyer or the Acquisition Sub prior to execution of this Agreement.

(f) To the Company’s or the Seller’s Knowledge, there are no facts, events, conditions or circumstances that would
likely result in a liability to the Company pursuant to Environmental Laws.

(g) Other than the representations and warranties in Sections 4.6 and 4.7, the representations and warranties
contained in this Section 4.16 are the only representations and warranties being made with respect to compliance with or
liability under Environmental Laws or with respect to any environmental, health or safety matter, including natural
resources, related to the Company.

For purposes of this Agreement:

“Environmental Laws“ means any Laws of any Governmental Authority in effect as of the date hereof relating to
pollution, protection of health and the environment, worker health and safety, and/or governing the handling, use, generation,
treatment, storage, transportation, disposal, manufacture, distribution, formulation, packaging, labeling, or Release of or
exposure to Hazardous Materials.

“Environmental Permits“ means all Permits required under any Environmental Law.

“Hazardous Material“ means petroleum, petroleum hydrocarbons or petroleum products, petroleum by-products,
radioactive materials, asbestos or asbestos-containing materials, gasoline, diesel fuel, pesticides, radon, urea formaldehydes,
toxic mold, lead or lead-containing materials, polychlorinated biphenyls; and any other chemicals, materials, substances or
wastes in any amount or concentration which are regulated under or for which liability can be imposed under Environmental
Laws.

“Release“ means any spilling, leaking, pumping, pouring, emitting, emptying, discharging, injecting, escaping, leaching,
dumping, or disposing of a Hazardous Material.
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Section 4.17 Material Contracts.

(a) Schedule 4.17 of the Disclosure Schedules contains a complete and accurate list of each of the following written
Contracts to which the Company is a party and which is currently in effect (other than the Leases) (such contracts and
agreements as described in this Section 4.17(a) being “Material Contracts”):

(i) all Contracts that provide for payment or receipt by the Company of more than $100,000 per year, including
any such Contracts with customers or suppliers;

(ii) a note, debenture, bond, equipment trust, letter of credit, loan or other Contract relating to Indebtedness or
to the borrowing or lending of money or the incurrence, assumption, or guarantee of any Indebtedness;

(iii) all Contracts that limit or purport to limit the ability of the Company to compete in any line of business or
with any Person, other than non-disclosure agreements entered into in the ordinary course;

(iv) all material joint venture, partnership, licensing arrangement, strategic alliance or similar Contracts;

(v) employment consulting, termination or severance Contracts involving payment obligations, in any one
year, in excess of $25,000;

(vi) Contracts with any labor unions or associations;

(vii) licenses, royalty, finders, or sharing or profits or proprietary information Contracts involving payment
obligations, in any one year, in excess of $25,000;

(viii) distributor, dealer, sales agency or advertising Contracts involving payment obligations, in any one year,
in excess of $25,000;

(ix) Contracts granting to any person a preferential right to purchase any of the Company’s material assets,
properties or rights;

(x) Contracts for the purchase or lease of materials, supplies, goods, services, equipment or other assets and that
involve or would reasonably be expected to involve payments by the Company, in any one year, of more than
$100,000, except for purchase order contracts containing no obligations on the part of the Company other than the
purchase obligations set forth in such purchase order contracts;

(xi) Contracts that relate to the acquisition or disposition of any material business of the Company in the last
three years (whether by merger, sale of stock, sale of assets or otherwise);
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(xii) other than Contracts described under any other clause of this Section 4.17(a), Contracts that provide for the
indemnification by the Company of any Person or the undertaking by the Company to be responsible for
consequential damages;

(xiii) Contracts that require the Company to purchase its total requirements of any product or service from a
third party or that contains “take or pay” provisions involving payments by the Company, in any one year, of more
than $100,000;

(xiv) Contracts with any Governmental Authority involving payments by the Company, in any one year, of
more than $100,000; and

(xv) other material Contracts not made in the ordinary course of business consistent with past practice or that
are otherwise material to the Company as a whole and not previously disclosed pursuant to this Section 4.17.

Each Material Contract is valid and binding on the Company and, to the Company’s and the Seller’s Knowledge, the
counterparties thereto, and is in full force and effect. Each Material Contract is enforceable against the Company and, to the
Company’s and the Seller’s Knowledge, the counterparties thereto, in accordance with its terms, except as enforcement may be
limited by applicable bankruptcy, insolvency, reorganization, moratorium or similar laws affecting creditors’ rights generally
and by general principles of equity (regardless of whether considered in a proceeding in equity or at law). The Company is not,
and to the Company’s and the Seller’s Knowledge, no counterparties thereto is, in default of the performance, observance or
fulfillment in any material respect of any obligation, covenant, condition or other term contained in any Material Contract,
and the Company has not given or received notice to or from any person or entity relating to any such alleged or potential
default that has not been cured. To the Company’s and the Seller’s Knowledge, no event has occurred which with or without
the giving of notice or lapse of time, or both, would conflict in any material respect with or result in a violation or breach in
any material respect of, or give any person or entity the right to exercise any remedy under or accelerate the maturity or
performance of, or cancel, terminate or modify, any Material Contract. The Company or the Seller has delivered accurate and
complete copies of each Material Contract to the Buyer or the Acquisition Sub including all amendments, waivers and
modifications thereto.

Section 4.18 Brokers. Except for Banc of America Securities LLC, the fees of which will be paid by the Seller, no broker,
finder, financial advisor, intermediary or investment banker is entitled to any brokerage, finder’s or other fee or commission in
connection with the transactions contemplated by this Agreement based on arrangements made by or on behalf of the
Company.

Section 4.19 Accounts Receivable; Suppliers.

(a) All Accounts Receivable, whether reflected on the Balance Sheet or subsequently created, have arisen from bona
fide transactions in the ordinary course of business consistent with past practice and are not subject to valid defenses, set-
offs or counterclaims in excess of that which has been reserved in the relevant financial statements and books and records
of the Company.
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(b) Schedule 4.19(b) of the Disclosure Schedules sets forth with respect to the Company (i) each supplier from whom
purchases exceeded $1,000,000 in the year ended December 31, 2005 or December 31, 2004 and (ii) each supplier who
constitutes a sole source of supply to the Company and from whom purchases exceeded $100,000 in either fiscal year
2004 or 2005 of the Company. No such supplier has canceled or otherwise terminated, or threatened to cancel or
otherwise terminate, its relationship with the Company. Neither the Seller nor the Company has received notice, whether
oral or written, or otherwise has any Knowledge that any such supplier may cancel, terminate or otherwise materially and
adversely modify its relationship with the Company or materially limit its services, supplies or materials to the Company,
either as a result of the transactions contemplated herein or otherwise. True and complete copies of all agreements
between the Company and each supplier required to be listed on Schedule 4.19(b) of the Disclosure Schedules have been
delivered to the Buyer or the Acquisition Sub.

Section 4.20 Inventories. The Company’s inventory is good and usable, and none of which is damaged or defective,
subject only to the reserve for inventory write-down set forth on the Balance Sheet (or in any notes thereto) as adjusted for
operations and transactions through the Closing Date in accordance with the past custom and practice of the Company.

Section 4.21 Products. Each product sold, distributed, rented, provided, shipped or licensed by the Company
(collectively, the “Products“) has been in conformity with all applicable contractual commitments and warranties, except for
such failures that would not, individually or in the aggregate, have or reasonably be expected to have a Material Adverse
Effect with respect to the Company. Except as set forth in Schedule 4.21 of the Disclosure Schedules, there has not been, since
December 31, 2004, any product recall of any Products.

Section 4.22 Minute Books; Books and Records. The minute books (containing the records of the meetings, or written
consents in lieu of such meetings, of the stockholders, the board of directors and any committees of the board of directors), the
stock certificate books, and the stock record books of the Company are correct and complete. After the Closing, all of such
books and records of the Company will be in the possession of the Company.

Section 4.23 Bank Accounts; Powers of Attorney. Schedule 4.23 of the Disclosure Schedules sets forth the name of each
bank, safe deposit company or other financial institution in which the Company has an account, lock box or safe deposit box
and the names of all persons authorized to draw thereon or have access thereto. There are no outstanding powers of attorney
executed by or on behalf of the Company in favor of any Person.

Section 4.24 Affiliate Transactions. Schedule 4.24 of the Disclosure Schedules lists all material agreements, arrangements
or relationships (other than those otherwise expressly set forth in the Disclosure Schedules) whereby the Seller (or any Affiliate
of the Seller other than the Company) (a) owns any property or right, tangible or intangible, which is used in the Business,
(b) owes any money to the Company or is owed money by the Company, (c) provides or receives goods or services to or from
the Company, (d) has any claim or cause of action against the Company or (e) provides support or other services to the
Company.

Section 4.25 Tangible Personal Property. The Company has good and valid title or a valid leasehold interest in and to all
machinery, equipment and other tangible personal property
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used by it in the Business, free and clear of all Encumbrances, other than Permitted Encumbrances. All of such machinery,
equipment and other tangible personal property are in all material respects in good operating condition and repair, ordinary
wear and tear excepted. In addition, all of such leased machinery, equipment and other tangible personal property are in all
material respects in the condition required of such property by the terms of the lease applicable thereto.

Section 4.26 Company Information. The Company Proxy Information to be supplied by the Company for inclusion in the
Buyer’s proxy statement to be sent in connection with the meeting of the Buyer’s stockholders to consider the approval of this
Agreement and the transactions contemplated herein (the “Buyer Stockholders’ Meeting”) (such proxy statement as amended
or supplemented is referred to herein as the “Proxy Statement”) shall not on the date the Proxy Statement is first mailed to the
Buyer’s stockholders, to the Company’s Knowledge, 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 false or misleading; or, to the Company’s Knowledge, omit to state any material fact necessary
to correct any statement provided by the Company in any earlier communication which has become false or misleading. The
Company 8-K Information shall not, on the Closing Date, to the Company’s Knowledge, 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 false or misleading; or, to the Company’s Knowledge, omit to
state any material fact necessary to correct any statement provided by the Company in any earlier communication which has
become false or misleading. No representation or warranty is made by the Company in this Section 4.25 with respect to
statements made or incorporated by reference in the Proxy Statement or Form 8-K of the Buyer based upon information that
was not supplied in writing by the Company or the Seller for inclusion or incorporation by reference in such Proxy Statement
or Form 8-K of the Buyer. For purposes of this Section 4.26 only, “Knowledge” shall mean the actual knowledge of the persons
set forth on Schedule 1.1(a) together with such knowledge such Persons could be expected to obtain after due investigation.

Section 4.27 No Knowledge of Breaches. Subject to the provisions of Section 6.3, the Company has no actual knowledge
that any of the representations or warranties made by the Buyer or the Acquisition Sub are untrue, incomplete or inaccurate.

ARTICLE V
REPRESENTATIONS AND WARRANTIES OF THE BUYER AND THE

ACQUISITION SUB

Each of the Buyer and the Acquisition Sub hereby represents and warrants to the Seller and the Company that the
statements contained in this Article V are true and correct:

Section 5.1 Organization. The Buyer is a corporation duly organized, validly existing and in good standing under the
laws of Delaware and has all necessary corporate power and authority to own, lease and operate its properties and to carry on
its business as it is now being conducted. The Acquisition Sub is a corporation duly organized, validly existing and in good
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standing under the laws of Delaware and has all necessary corporate power and authority to own, lease and operate its
properties and to carry on its business as it is now being conducted.

Section 5.2 Authority.

(a) The Buyer has full corporate power and authority to execute and deliver this Agreement and subject to receipt of
Stockholder Approval, to perform its obligations hereunder and to consummate the transactions contemplated hereby.
The execution and delivery by the Buyer of this Agreement and each of the Promissory Note Documents to which the
Buyer is a party, and the consummation by the Buyer of the transactions contemplated hereby and thereby have been
duly and validly authorized by all necessary corporate action, subject to receipt of Stockholder Approval. This
Agreement has been duly and validly executed and delivered by the Buyer. This Agreement constitutes the legal, valid
and binding obligations of the Buyer, enforceable against the Buyer in accordance with their respective terms, except as
enforcement may be limited by applicable bankruptcy, insolvency, reorganization, moratorium or similar laws affecting
creditors’ rights generally and by general principles of equity (regardless of whether considered in a proceeding in equity
or at law). When executed and delivered in accordance with the terms of this Agreement, each of the Promissory Note
Documents to which the Buyer is a party will constitute the legal, valid and binding agreement of the Buyer, enforceable
in accordance with its terms, except as may be limited by applicable bankruptcy, insolvency, reorganization, moratorium
or similar laws affecting creditors’ rights generally and subject to general principles of equity.

(b) The Acquisition Sub has full corporate power and authority to execute and deliver this Agreement and subject to
receipt of Stockholder Approval, to perform its obligations hereunder and to consummate the transactions contemplated
hereby. The execution and delivery by the Acquisition Sub of this Agreement and the Promissory Note and the
consummation by the Acquisition Sub of the transactions contemplated hereby and thereby have been duly and validly
authorized by all necessary corporate action, subject to receipt of Stockholder Approval. This Agreement has been duly
and validly executed and delivered by the Acquisition Sub. This Agreement constitutes the legal, valid and binding
obligations of the Acquisition Sub, enforceable against the Acquisition Sub in accordance with their respective terms,
except as enforcement may be limited by applicable bankruptcy, insolvency, reorganization, moratorium or similar laws
affecting creditors’ rights generally and by general principles of equity (regardless of whether considered in a proceeding
in equity or at law). When executed and delivered in accordance with the terms of this Agreement, the Promissory Note
will constitute the legal, valid and binding agreement of the Acquisition Sub and the Company, enforceable in
accordance with its terms, except as may be limited by applicable bankruptcy, insolvency, reorganization, moratorium or
similar laws affecting creditors’ rights generally and subject to general principles of equity.

Section 5.3 No Conflict; Required Filings and Consents of the Buyer.

(a) Except for the receipt of the Stockholder Approval, the execution, delivery and performance by the Buyer of this
Agreement and each of the Promissory Note Documents to which the Buyer is a party, and the consummation of the
transactions contemplated hereby and thereby, do not and will not:

(i) conflict with or violate the certificate of incorporation or bylaws of the Buyer;
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(ii) conflict with or violate any Law applicable to the Buyer or by which any of its businesses, operations,
properties or assets are bound or affected; or

(iii) conflict with, violate, result in any breach of, constitute a default (or an event that, with or without notice or
lapse of time, or both, would become a default) under, require any consent of any Person pursuant to any Contract to
which the Buyer is a party or by which its properties or asset is bound or affected;

except, in the case of clause (ii) or (iii), for any such conflicts, violations, breaches, defaults or other occurrences that would
not, individually or in the aggregate, have or reasonably be expected to have a Material Adverse Effect with respect to the
Buyer or that arise as a result of any facts or circumstances relating to the Seller or any of its Affiliates.

(b) The Buyer is not required to file, seek or obtain any Authorization of or with any Governmental Authority in
connection with the execution, delivery and performance by the Buyer of this Agreement and each of the Promissory
Note Documents to which the Buyer is a party, or the consummation of the transactions contemplated hereby and thereby,
except for (i) any filings required to be made under the HSR Act, (ii) such filings as may be required by any applicable
federal or state securities or “blue sky” laws, including the filing with the SEC of (A) the Proxy Statement and (B) the
Form 8-K and other such reports under the Exchange Act as may be required in connection with this Agreement and the
transactions contemplated herein, (iii) the filing for and obtaining of a new Medicare supplier number, (iv) where failure
to file, seek or obtain such Authorizations, or to make such filing or notification, would not, individually or in the
aggregate, have or reasonably be expected to have a Material Adverse Effect with respect to the Buyer or (v) as may be
necessary as a result of any facts or circumstances relating to the Seller or any of its Affiliates.

Section 5.4 No Conflict; Required Filings and Consents of the Acquisition Sub.

(a) Except for the receipt of the Stockholder Approval, the execution, delivery and performance by (I) the
Acquisition Sub of this Agreement and (II) the Acquisition Sub and after the Effective Time, the Company, of the
Promissory Note, and the consummation of the transactions contemplated hereby and thereby, do not and will not:

(i) conflict with or violate the certificate of incorporation or bylaws of the Acquisition Sub;

(ii) conflict with, violate, result in any breach of, constitute a default (or an event that, with or without notice or
lapse of time, or both, would become a default) under, require any consent of any Person pursuant to any Contract to
which the Acquisition Sub is a party or by which its properties or asset is bound or affected;

(iii) conflict with, violate, result in any breach of, constitute a default (or an event that, with or without notice or
lapse of time, or both, would become a
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default) under, require any consent of any Person pursuant to any Contract to which the Acquisition Sub is a party or
by which its properties or asset is bound or affected;

except, in the case of clause (ii) or (iii), for any such conflicts, violations, breaches, defaults or other occurrences that would
not, individually or in the aggregate, have or reasonably be expected to have a Material Adverse Effect with respect to the
Acquisition Sub or that arise as a result of any facts or circumstances relating to the Seller or any of its Affiliates.

(b) The Acquisition Sub is not required to file, seek or obtain any Authorization of or with any Governmental
Authority in connection with the execution, delivery and performance by (i) the Acquisition Sub of this Agreement and
(ii) the Acquisition Sub and after the Effective Time, the Company, of the Promissory Note, or the consummation of the
transactions contemplated hereby, except for (A) any filings required to be made under the HSR Act, (B) such filings as
may be required by any applicable federal or state securities or “blue sky” laws, (C) where failure to file, seek or obtain
such Authorizations, or to make such filing or notification, would not, individually or in the aggregate, have or
reasonably be expected to have a Material Adverse Effect with respect to the Acquisition Sub or (D) as may be necessary
as a result of any facts or circumstances relating to the Seller or any of its Affiliates.

Section 5.5 Financing. Attached as Exhibit C is a true and correct copy of the Term Sheet relating to the Promissory Note
Documents (the “Term Sheet”), pursuant to which the Seller hereby agrees, subject to the terms and conditions set forth
therein, to provide the debt financing for the transactions contemplated by this Agreement (the “Financing”). The aggregate
amounts to be provided by the Seller pursuant to the Financing, together with all other amounts that the Acquisition Sub will
have on hand at the Closing, will be sufficient to permit the Buyer and the Acquisition Sub to consummate the transactions
contemplated by this Agreement.

Section 5.6 Brokers. Except for FTN Midwest Securities Corp. and The Bank of New York, the fees of which will be paid
by the Buyer, no broker, finder, financial advisor, intermediary or investment banker is entitled to any brokerage, finder’s or
other fee or commission in connection with the transactions contemplated hereby based upon arrangements made by or on
behalf of the Buyer or the Acquisition Sub.

Section 5.7 Investment Intent. The Buyer and the Acquisition Sub are acquiring the Shares for its own account for
investment purposes only and not with a view to any public distribution thereof or with any intention of selling, distributing
or otherwise disposing of the Shares in a manner that would violate the registration requirements of the Securities Act of 1933,
as amended (the “Securities Act”) or any applicable state securities laws. The Buyer and the Acquisition Sub agree that the
Shares may not be sold, transferred, offered for sale, pledged, hypothecated or otherwise disposed of without registration under
the Securities Act and any applicable state securities laws, except pursuant to an exemption from such registration under the
Securities Act and such laws. The Buyer and the Acquisition Sub are able to bear the economic risk of holding the Shares for
an indefinite period (including total loss of its investment), and (either alone or together with its Representatives) has
sufficient knowledge and experience in financial and business matters so as to be capable of evaluating the merits and risks of
its investment.
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Section 5.8 Access to Information; No Other Representations or Warranties; the Acquisition Sub’s and the Buyer’s Own
Investigation.

(a) Prior to the date hereof, each of the Buyer and the Acquisition Sub has reviewed or been afforded full opportunity
to review all information provided to it by the Seller and the Company and has had the opportunity to ask questions of
and receive answers to its satisfaction from the Seller, the Company and their Representatives concerning the Company
and the Shares, and to obtain any additional information reasonably requested by it.

(b) Each of the Buyer and the Acquisition Sub has relied solely on its own review of the Company and the
representations of the Seller and the Company made in Articles III and IV of this Agreement, respectively, and not on any
other representations made by or on behalf of the Seller, the Company or their Representatives.

(c) EXCEPT AS OTHERWISE EXPRESSLY STATED TO THE CONTRARY IN THIS AGREEMENT, EACH OF THE
BUYER AND THE ACQUISITION SUB ACKNOWLEDGES AND AGREES THAT IT SHALL, AT THE CLOSING
ACCEPT THE PROPERTY AND ASSETS OF THE COMPANY IN AN “AS IS” AND “WHERE IS” CONDITION WITH
ALL FAULTS, SUBJECT TO THE PROVISIONS OF SECTION 6.1. IN PARTICULAR, BUT WITHOUT LIMITATION,
EACH OF THE BUYER AND THE ACQUISITION SUB ACKNOWLEDGES THAT EXCEPT FOR THE SELLER’S AND
THE COMPANY’S EXPRESS REPRESENTATIONS AND WARRANTIES IN THIS AGREEMENT, THE SELLER AND
THE COMPANY DO NOT MAKE AND THE SELLER, THE COMPANY, THEIR AFFILIATES AND
REPRESENTATIVES HAVE NOT MADE ANY REPRESENTATIONS OR WARRANTIES OF ANY KIND
WHATSOEVER, EITHER EXPRESS OR IMPLIED, INCLUDING ANY REPRESENTATION OR WARRANTY
WHATSOEVER AS TO TITLE, MERCHANTABILITY, QUALITY, VALUE, CONDITION, SAFETY, CONFORMITY OR
FITNESS FOR ANY PARTICULAR USE OR PURPOSE OF ANY ASSETS OR OTHER PROPERTIES OF THE
COMPANY.

(d) EACH OF THE BUYER AND THE ACQUISITION SUB ACKNOWLEDGES THAT, EXCEPT FOR THE
SELLER’S AND THE COMPANY’S EXPRESS REPRESENTATIONS AND WARRANTIES IN THIS AGREEMENT, IT IS
ENTERING INTO THIS AGREEMENT AND WILL PERFORM ITS OBLIGATIONS HEREUNDER ON THE BASIS OF
ITS OWN INVESTIGATION, JUDGMENT AND CONCLUSIONS OF THE VALUE OF THE COMPANY AND THE
BUSINESS AND THE CONDITION OF THE PROPERTY, ASSETS, BUSINESS AND OPERATIONS OF THE COMPANY
AND OF ALL OTHER MATTERS RELATING TO SUCH VALUE AND SUCH PROPERTY, ASSETS, BUSINESS AND
OPERATIONS.

Section 5.9 Buyer Information and Proxy Solicitation. All information contained in the Proxy Statement other than the
Company Proxy Information shall not on the date the Proxy Statement is first mailed to the Buyer’s stockholders, and at the
time of the Buyer Stockholders’ Meeting, 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 false or misleading; or omit to state any material fact necessary to correct any statement which has become
false or misleading. The solicitation of proxies pursuant to the Proxy Statement and the seeking of the Stockholder Approval
will be
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conducted by the Buyer and the Acquisition Sub in compliance with the Buyer’s and the Acquisition Sub’s organizational
documents and all applicable Laws in all respects. All information contained in the Form 8-K other than the Company 8-K
Information shall not, on the Closing Date, 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 false or misleading; or omit to state any material fact necessary to correct any statement which has become
false or misleading.

Section 5.10 No Knowledge of Breaches. Subject to the provisions of Section 6.3, the Buyer and the Acquisition Sub
have no actual knowledge that any of the representations or warranties made by the Seller and/or the Company are untrue,
incomplete or inaccurate.

ARTICLE VI
COVENANTS

Section 6.1 Conduct of Business Prior to the Closing. Between the date of this Agreement and the Closing Date, unless
the Buyer or the Acquisition Sub shall otherwise consent in writing (which consent shall not be unreasonably withheld,
delayed or conditioned), (i) the Business shall be conducted only in the ordinary course of business in all material respects,
except for any and all reasonable actions taken by the Seller and the Company in connection with the transfers to the Seller of
(A) cash from the Company’s bank accounts and (B) the trade accounts receivable that are derived from the Seller’s products
and businesses (other than the Company’s business) from the Company’s accounts receivable, including all documentation
and rights to any billed or future trade accounts receivable derived from the Seller’s products and businesses (other than the
Company’s business), including, but not limited to, actions taken with respect to the books and records of the Company and
the Seller’s and the Company’s customers and (ii) the Company shall use its commercially reasonable efforts to preserve intact
in all material respects its business organization. Between the date of this Agreement and the Closing Date, except as
contemplated by this Agreement, the Company shall not, without the prior consent of the Buyer or the Acquisition Sub (which
consent shall not be unreasonably withheld, delayed or conditioned):

(a) amend or otherwise change its articles of incorporation or bylaws or equivalent organizational documents;

(b) issue or sell any shares of capital stock of the Company, or any options, warrants, convertible securities or other
rights of any kind to acquire any such shares;

(c) reclassify, combine, split, subdivide or redeem, or purchase or otherwise acquire, directly or indirectly, any of its
capital stock or make any other change with respect to its capital structure;

(d) acquire any corporation, partnership, limited liability company, other business organization or division thereof
or any assets other than in the ordinary course of business consistent with past practice;

(e) adopt a plan of complete or partial liquidation, dissolution, merger, consolidation or recapitalization of the
Company;
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(f) assume, guarantee or incur any Indebtedness or issue any debt securities, except for trade payables in the ordinary
course of business consistent with past practice;

(g) enter into any Contract that would be a Material Contract or Lease if entered into prior to the date hereof, other
than any such contracts, agreements or arrangements entered into in the ordinary course of business consistent with past
practice (including contracts, agreements or arrangements with customers, suppliers or clients);

(h) authorize, or make any commitment with respect to, any single capital expenditure that is in excess of $100,000
or capital expenditures that are, in the aggregate, in excess of $250,000;

(i) fail to exercise any rights of renewal with respect to any material Leased Real Property that by their terms would
otherwise expire;

(j) grant or announce any increase in the salaries, bonuses or other benefits payable by the Company to any of its
employees, other than as required by applicable Law, pursuant to any plans, programs or agreements existing on the date
hereof or other ordinary increases not inconsistent with the past practices of the Company;

(k) make any change in any method of accounting or accounting practice or policy, except as required by GAAP or
applicable Law;

(l) make any change in the Tax election of the Company, settle or compromise any material income Tax liability of
the Company or change any tax accounting method of the Company;

(m) other than in the ordinary course of business consistent with past practice, sell, lease, transfer or assign any
property or assets of the Company;

(n) mortgage, pledge or permit to become subject to Encumbrances (other than Permitted Encumbrances) any
properties or assets or Company;

(o) cancel any debts or waive any claims or rights in excess of $25,000;

(p) materially amend or terminate any Lease;

(q) make any filings or registrations with any Governmental Authority, except routine filings and registrations made
in the ordinary course of business;

(r) take any action or omit to do any act which action or omission will cause it to breach any obligation contained in
this Agreement or cause any representation or warranty of the Seller not to be true and correct in all material respects as of
the Closing Date; or

(s) agree or otherwise commit, whether in writing or otherwise, to do any of the foregoing.
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Section 6.2 Covenants Regarding Information.

(a) From the date hereof until the Closing Date, upon reasonable notice, the Company shall afford the Buyer, the
Acquisition Sub and their respective officers, employees, agents, accountants, advisors, bankers, financing sources and
other representatives (collectively, “Representatives”) reasonable access to the Representatives, properties, offices and
other facilities, books and records of the Company, and the Company shall furnish the Buyer or the Acquisition Sub with
such financial, operating and other data and information as the Buyer or the Acquisition Sub may reasonably request
(including the right to make photocopies of all documents at the Buyer’s or the Acquisition Sub’s expense); provided,
however, that any such access or furnishing of information shall be conducted at the Buyer’s or the Acquisition Sub’s
expense, during normal business hours, under the supervision of the Seller’s or the Company’s personnel and in such a
manner as not unreasonably to interfere with the normal operations of the Company. Notwithstanding anything to the
contrary in this Agreement, the Company shall not be required to disclose any information to the Buyer, the Acquisition
Sub or their respective Representatives or provide the Buyer, the Acquisition Sub or their respective Representatives
access to the Company’s properties, offices and other facilities if such disclosure or access would, in the Company’s
reasonable discretion after consultation with legal counsel, (i) jeopardize any attorney-client or other legal privilege,
(ii) contravene any applicable Laws, fiduciary duty or binding agreement entered into prior to the date hereof, provided
that, if reasonably requested by the Buyer or the Acquisition Sub and at the Buyer’s or the Acquisition Sub’s expense, the
Company and the Seller shall use their commercially reasonable efforts to obtain such consents and waivers (as
applicable) as are necessary or appropriate to provide any such restricted information to the Buyer, the Acquisition Sub
and their respective Representatives.

(b) In order to facilitate the resolution of any claims made against or incurred by the Seller (as it relates to the
Company), for a period of seven years after the Closing or, if shorter, the applicable period specified in the Buyer’s
document retention policy, the Buyer shall (i) retain the books and records relating to the Company relating to periods
prior to the Closing and (ii) afford the Representatives of the Seller reasonable access (including the right to make
photocopies at the Seller’s expense), during normal business hours, to such books and records; provided, however, that
the Buyer shall notify the Seller in writing at least thirty (30) calendar days in advance of destroying any such books and
records prior to the seventh anniversary of the Closing Date in order to provide the Seller the opportunity to take
possession of or copy such books and records in accordance with this Section 6.2(b).

(c) In order to facilitate the resolution of any claims made against or incurred by the Buyer or the Company, for a
period of seven years after the Closing or, if shorter, the applicable period specified in the Seller’s document retention
policy, the Seller shall (i) retain the books and records relating to the Company relating to periods prior to the Closing
which shall not otherwise have been delivered to the Buyer and (ii) upon reasonable notice, afford the Representatives of
the Buyer reasonable access (including the right to make photocopies at the Buyer’s expense), during normal business
hours, to such books and records; provided, however, that the Seller shall notify the Buyer in writing at least thirty
(30) calendar days in advance of destroying any such books and records prior to the seventh anniversary of the Closing
Date in order to provide the Buyer the opportunity to take possession of or copy such books and records in accordance
with this Section 6.2(c).
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Section 6.3 Update of Disclosure Schedules; Knowledge of Breach.

(a) Each party (it being understood and agreed that, for purposes of this Section 6.3, the Seller and the Company
shall be deemed to be one party, and the Buyer and the Acquisition Sub shall be deemed to be the other party) shall each,
from time to time prior to the Closing, supplement or amend (promptly after discovery thereof) by written notice
delivered to the other party its Disclosure Schedules (each, an “Update”) with respect to any matter hereafter arising or
discovered which if existing or known at the date of this Agreement would have been required to be set forth or described
in such party’s Disclosure Schedules and also with respect to events or conditions arising after the date hereof and prior to
the Closing which would cause any representation or warranty of such amending party contained in this Agreement to be
untrue or inaccurate. Any such supplemental or amended disclosure shall be deemed to have cured, as of the twentieth
(20th) calendar day from the date of such Update or, if the party not providing the Update elects to proceed with the
Closing and the Closing occurs, the Closing Date, any breach of any representation or warranty made in this Agreement
solely for purposes of determining the satisfaction of the conditions set forth in Section 9.2(a), in the case that the Buyer
and/or the Acquisition Sub is the updating party, or Section 9.3(a), in the case that the Seller and/or the Company is the
updating party; provided, that (i) no Update shall be deemed to have cured any breach of any representation or warranty
made in this Agreement for purposes of the indemnification provisions set forth in Article VII, (ii) upon receipt of an
Update by any party, written notice may be provided within the twenty-day period set forth in the immediately preceding
sentence by the Seller pursuant to Section 10.1(b)(i), if the Buyer and/or the Acquisition Sub is the updating party, or by
the Buyer pursuant to Section 10.1(b)(ii), if the Seller and/or the Company is the updating party, if the non-updating
party elects not to waive the matter(s) contained in the Update, and termination of this Agreement is otherwise permitted
pursuant to the terms set forth in Article X and (iii) in the event such twenty-day period, beginning upon delivery of an
Update, extends past the Termination Date, the Termination Date shall automatically be extended to be the last day of
such twenty-day period.

(b) If prior to the Closing, (i) the Seller and/or the Company shall have actual knowledge that any breach of a
representation or warranty of the Buyer and/or the Acquisition Sub has occurred (other than through notice from the
Buyer or the Acquisition Sub), the Seller or the Company shall promptly so notify the Buyer and the Acquisition Sub, in
reasonable detail and (ii) the Buyer and/or the Acquisition Sub shall have actual knowledge that any breach of a
representation or warranty of the Seller or the Company has occurred (other than through notice from the Seller or the
Company), the Buyer or the Acquisition Sub shall promptly so notify the Seller and the Company, in reasonable detail.
For the avoidance of doubt, (i) no notice delivered pursuant to this Section 6.3(b) shall constitute a waiver of any rights of
the notifying party pursuant to Article VII or Article X and (ii) upon receipt of a notice pursuant to this Section 6.3(b), the
receiving party may provide an Update pursuant to Section 6.3(a).

Section 6.4 Notification of Certain Matters.

(a) The Seller shall give prompt notice to the Buyer of (i) any fact, event or circumstance known to it that
individually or taken together with all other facts, events and circumstances known to it, has resulted or is reasonably
likely to result in the failure of any condition precedent set forth in Article IX or (ii) any notice or other communication
from any
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third party alleging that the consent of such third party is or may be required in connection with the transactions
contemplated herein; provided however, that except as otherwise provided in Section 6.3(a), (A) the delivery of any
notice by the Seller pursuant to this Section 6.4(a) shall not limit or otherwise affect any remedies available to the Buyer
or prevent or cure any misrepresentations, breach of warranty or breach of covenant by the Seller or the Company and
(B) disclosure by the Seller pursuant to this Section 6.4(a) shall not be deemed to amend or supplement any Disclosure
Schedule or constitute an exception to any representation or warranty.

(b) If at any time prior to the Closing Date, any event relating to the Company or any of its Affiliates, officers or
directors should be discovered by the Company which should be set forth in a supplement to the Proxy Statement, the
Company shall promptly inform the Buyer and cooperate in the preparation of any required supplement to the Proxy
Statement.

(c) The Buyer shall give prompt notice to the Seller of (i) any fact, event or circumstance known to it that
individually or taken together with all other facts, events and circumstances known to it, has resulted or is reasonably
likely to result in the failure of any condition precedent set forth in Article IX or (ii) any notice or other communication
from any third party alleging that the consent of such third party is or may be required in connection with the transactions
contemplated herein; provided however, that except as otherwise provided in Section 6.3(a), (A) the delivery of any
notice by the Buyer pursuant to this Section 6.4(c) shall not limit or otherwise affect any remedies available to the Seller
or prevent or cure any misrepresentations, breach of warranty or breach of covenant by the Buyer and (B) disclosure by
the Buyer pursuant to this 6.4(c) shall not constitute an exception to any representation or warranty.

Section 6.5 No Solicitation. If this Agreement is terminated prior to the Closing, each of the Buyer and the Acquisition
Sub shall not, and it shall cause its Affiliates not to, for a period of two years thereafter, without the prior written consent of the
Seller (which consent shall not be unreasonably withheld, delayed or conditioned), directly or indirectly solicit (other than a
solicitation by general advertisement) the employment or engagement of services of, any person who is or was employed as an
employee, contractor or consultant by the Company or the Seller during such period on a full- or part-time basis. The parties
hereto agree that if this Agreement is terminated prior to the Closing, this Section 6.5 shall replace and supersede the no
solicitation provisions set forth in the confidentiality agreement, dated as of May 3, 2006, between the Buyer and the Seller
(the “Confidentiality Agreement“), and that subject to Section 6.6 below, all other terms contained in the Confidentiality
Agreement shall continue in full force and effect. Each of the Buyer and the Acquisition Sub agrees that any remedy at law for
any breach by the Buyer or the Acquisition Sub of this Section 6.5 would be inadequate, and that the Seller and the Company
would be entitled to injunctive relief in such a case. If it is ever held that this restriction on the Buyer and the Acquisition Sub
is too onerous and is not necessary for the protection of the Company and the Seller, the Buyer and the Acquisition Sub agree
that any court of competent jurisdiction may impose such lesser restrictions which such court may consider to be necessary or
appropriate properly to protect the Company and the Seller.
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Section 6.6 Confidentiality.

(a) Subject to applicable Law and the Buyer’s obligations with respect to the Proxy Statement, each of the parties
shall hold, and shall cause its Representatives to hold, in confidence all documents and information furnished to it by or
on behalf of the other parties in connection with the transactions contemplated hereby pursuant to the terms of the
Confidentiality Agreement, which shall continue in full force and effect until the Closing Date, at which time such
Confidentiality Agreement and the obligations of the parties under this Section 6.6(a) shall terminate; provided, however,
that after the Closing Date, the Confidentiality Agreement shall not terminate in respect of that portion of the Evaluation
Material (as defined in the Confidentiality Agreement) exclusively relating to the Seller. If for any reason this Agreement
is terminated prior to the Closing Date, the Confidentiality Agreement shall nonetheless continue in full force and effect
in accordance with its terms.

(b) From and after the Closing, the Seller will, and will cause its Affiliates to, hold, and will use its reasonable best
efforts to cause its Representatives to hold, in confidence any and all information, whether written or oral, concerning the
Company, except as contemplated by any Ancillary Agreement or necessary to file Returns and other reports to
Governmental Authorities, including, without limitation, the SEC, and except to the extent that the Seller can show that
such information (i) is in the public domain through no fault of the Seller or any of its Affiliates or (ii) is lawfully acquired
by the Seller or any of its Affiliates after the Closing from sources which are not known by the Seller to be prohibited from
disclosing such information by any legal, contractual or fiduciary obligation. If the Seller or any of its Affiliates or
Representatives is compelled to disclose any such information by judicial or administrative process or by other
requirements of Law, the Seller shall promptly notify the Buyer in writing, to the extent permitted by applicable Law, and
shall disclose only that portion of such information which the Seller is advised by its counsel is legally required to be
disclosed, provided that, if requested by the Buyer, the Seller shall, at the Buyer’s expense, exercise its commercially
reasonable efforts to obtain an appropriate protective order or other reasonable assurance that confidential treatment will
be accorded such information.

Section 6.7 Consents and Filings; Further Assurances.

(a) Each of the parties shall use all commercially reasonable efforts to take, or cause to be taken, all appropriate
action to do, or cause to be done, all things necessary, proper or advisable under applicable Law or otherwise to
consummate and make effective the transactions contemplated by this Agreement, the Ancillary Agreements and the
Promissory Note Documents as promptly as practicable, including to (i) finalize and agree upon the definitive Promissory
Note Documents, (ii) obtain from Governmental Authorities and other Persons all consents, approvals, authorizations,
qualifications and orders as are necessary for the consummation of the transactions contemplated by this Agreement and
the Ancillary Agreements and (iii) promptly make all necessary filings, and thereafter make any other required
submissions, with respect to this Agreement required under the HSR Act or any other applicable Law. Each party shall
cooperate with and promptly furnish information to the other party necessary in connection with any requirements
imposed upon such other party in connection with the consummation of the transactions contemplated herein. Each of
the Seller and the Buyer shall furnish to each other’s counsel such necessary information and reasonable assistance as the
other may request in
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connection with its preparation of any filing or submission that may be necessary under the HSR Act and any other
antitrust, competition, or trade regulation Laws.

(b) Each of the parties shall promptly notify the other parties of any communication it or any of its Affiliates receives
from any Governmental Authority relating to the matters that are the subject of this Agreement and permit the other
parties to review in advance any proposed communication by such party to any Governmental Authority. No party to this
Agreement shall agree to participate in any meeting with any Governmental Authority in respect of any filings,
investigation or other inquiry unless it consults with the other parties in advance and, to the extent permitted by such
Governmental Authority, gives the other parties the opportunity to attend and participate at such meeting. Subject to the
Confidentiality Agreement, the parties will coordinate and cooperate fully with each other in exchanging such
information and providing such assistance as the other parties may reasonably request in connection with the foregoing
and in seeking early termination of any applicable waiting periods including under the HSR Act. Subject to the
Confidentiality Agreement, the parties will provide each other with copies of all correspondence, filings or
communications between them or any of their Representatives, on the one hand, and any Governmental Authority or
members of its staff, on the other hand, with respect to this Agreement and the transactions contemplated hereby.

(c) The Buyer acknowledges that, in order for it to operate the Business as it had been operated prior to the Closing,
the Buyer may be required to apply for and obtain a new Medicare supplier number from the relevant Governmental
Authority for the Company subsequent to the Closing. The Seller and the Company shall use commercially reasonable
efforts to assist the Buyer in obtaining such Medicare supplier number.

(d) Without limiting the generality of the Company’s and the Seller’s undertaking pursuant to Section 6.2(a), the
Company and the Seller shall, and shall request each of their respective Representatives to, provide all cooperation
reasonably requested by the Buyer or the Acquisition Sub in connection with the Buyer’s or the Acquisition Sub’s efforts
to obtain financing alternative to, or to replace, the Financing, including (i) requesting the Seller’s independent
accountants to provide reasonable assistance to the Buyer or the Acquisition Sub at the Buyer’s expense, (ii) requesting
the Seller’s attorneys to provide reasonable assistance to the Buyer or the Acquisition Sub at the Buyer’s expense,
(iii) using commercially reasonable efforts to obtain landlord waivers, mortgagee waivers, bailee acknowledgements and
other similar third-party documents required by the financiers providing such financing and (iv) executing and delivering
any pledge and security documents, other definitive financing documents, or other requested certificates or documents.

Section 6.8 Public Announcements. On and after the date hereof and through the Closing Date, the parties shall consult
with each other before issuing any press release or otherwise making any public statements with respect to this Agreement, the
Financing or the transactions contemplated hereby or thereby, and none of the parties shall issue any press release or make any
public statement prior to obtaining the other parties’ written approval, which approval shall not be unreasonably withheld,
delayed or conditioned, except that no such approval shall be necessary to the extent disclosure may be required by applicable
Law or any listing agreement of any party hereto.
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Section 6.9 Release of Guarantees. The parties hereto agree to cooperate and use all commercially reasonable efforts to
obtain the release of the Seller or its Affiliates that are a party to each of the guarantees, performance bonds, bid bonds and
other similar agreements listed in Schedule 6.9 of the Disclosure Schedules (the “Guarantees”). In the event any of the
Guarantees are not released prior to or at the Closing, the Buyer will provide the Seller at the Closing with a guarantee that
indemnifies and holds the Seller and its Affiliates that are a party to each such Guarantee harmless for any and all payments
required to be made under, and costs and expenses incurred in connection with, such Guarantee by the Seller or its Affiliates
that are a party to such Guarantee until such Guarantee is released.

Section 6.10 Directors’ and Officers’ Indemnification.

(a) From and after the Closing Date, the Buyer shall, and shall cause the Company to, indemnify, defend and hold
harmless each person who is now, or has been at any time prior to the date hereof or who becomes prior to the Closing
Date, an officer or director of the Company (the “D&O Indemnified Parties”) against any and all losses, damages,
liabilities, deficiencies, claims, interest, awards, judgments, penalties, fines, costs and expenses (including actual
attorneys’ fees, costs and other out-of-pocket expenses incurred in investigating, preparing or defending the foregoing)
arising out of or relating to any threatened or actual Action, based in whole or in part upon or arising out of or relating in
whole or in part to the fact that such person is or was a director or officer of the Company, whether pertaining to any
matter existing or occurring at or prior to the Closing Date and whether asserted or claimed prior to, or at or after the
Closing Date (the “D&O Indemnified Liabilities”), including all D&O Indemnified Liabilities based in whole or in part
upon, or arising in whole or in part out of, or relating to this Agreement or the transactions contemplated hereby, in each
case to the full extent the Company is permitted under applicable Law and its articles of incorporation and bylaws as in
effect as of the date hereof to indemnify its own directors or officers (and the Buyer shall, and shall cause the Company to,
pay expenses in advance of the final disposition of any such Action to each D&O Indemnified Party to the extent
permitted under applicable Law and the Company’s articles of incorporation and bylaws as in effect on the date hereof,
provided that any person to whom expenses are advanced provides an undertaking in writing to repay such advances if it
is determined by a court of competent jurisdiction that such person is not entitled to indemnification). Without limiting
the foregoing, in the event any such Action, is brought against any D&O Indemnified Party (whether arising before or
after the Closing Date), (i) the D&O Indemnified Party may retain counsel satisfactory to it and reasonably satisfactory to
the Buyer, and the Buyer shall, and shall cause the Company to, pay all fees and expenses of such counsel for the D&O
Indemnified Party promptly as statements therefor are received to the extent permitted under applicable Law and the
Company’s articles of incorporation and bylaws as in effect on the date hereof, provided that any person to whom
expenses are advanced provides an undertaking in writing to repay such advances if it is determined by a court of
competent jurisdiction that such person is not entitled to indemnification and (ii) the Buyer, the Company and each D&O
Indemnified Party will use all reasonable efforts to assist in the defense of any such matter; provided, that neither the
Company nor the Buyer shall be liable for any settlement effected without its prior written consent, which consent shall
not be unreasonably withheld, delayed or conditioned. Any D&O Indemnified Party wishing to claim indemnification
under this Section 6.10 shall promptly notify the Buyer upon learning of any such claim, action, suit, proceeding or
investigation (but the failure so to notify shall not relieve a
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party from any liability which it may have under this Section 6.10 except to the extent such failure prejudices such party).
The parties hereto agree that all rights to indemnification hereunder, including provisions relating to advances of
expenses incurred in defense of any such Action existing in favor of the D&O Indemnified Parties with respect to matters
occurring through the Closing Date shall continue in full force and effect until the sixth anniversary of the Closing Date;
provided that if any Action (whether arising before, at or after the Closing) is made against any D&O Indemnified Party
on or prior to the sixth anniversary of the Closing and such D&O Indemnified Party provides notice to the Buyer in
accordance with this Section 6.10, the provisions of this Section 6.10 shall continue in effect until the final disposition of
such claim, action, proceeding or investigation.

(b) Each of the Buyer and the Acquisition Sub covenants, for itself and its successors and assigns, that it and they
shall not institute any action or proceeding in any court or before any administrative agency or before any other tribunal
against any of the current directors of the Company, in their capacity as such, with respect to any liabilities, Actions or
causes of action, judgments, claims or demands of any nature or description (consequential, compensatory, punitive or
otherwise), in each such case to the extent resulting from their approval of this Agreement or any Ancillary Agreement or
the transactions contemplated hereby or thereby.

(c) The Company shall not take any action directly or indirectly to disaffirm or adversely affect the provisions of the
articles of organization and bylaws and any other written agreements of the Company that provide indemnification of and
expense reimbursement to any D&O Indemnified Party.

Section 6.11 Employee Matters.

(a) The Buyer shall provide, or cause to be provided, to the individuals who are actively employed by the Company
on the Closing Date (the “Affected Employees”), for a period of twelve (12) months following the Closing Date,
compensation and employee benefits, which, in the aggregate, are not less favorable than those currently provided by the
Company to the Affected Employees, determined without regard to equity incentive compensation and retention bonuses
provided to the Affected Employee prior to the Closing. From and after the Closing Date, the Buyer shall cause the
Company to honor the Company Employee Plans in accordance with their terms. Nothing contained in this Section 6.11
shall be construed as requiring the Buyer or the Company to continue any specific employee benefit plans or to continue
the employment of any specific person, or prevent the Buyer or the Company from modifying or terminating any
Company Employee Plan, or otherwise modifying the terms and conditions of an Affected Employee’s employment.

(b) To the extent that the Affected Employees become eligible to participate in any employee benefit plan, program
or arrangement maintained by the Buyer or any of its Affiliates, the Buyer shall cause the Affected Employees to receive
credit for all periods of employment and/or service with the Company (including service with predecessor employers,
where such credit was provided by the Company) prior to the Closing Date for all purposes (except for benefit accrual
under a defined benefit pension plan), to the extent such credit does not result in a duplication of benefits. The Buyer
shall and shall cause the Company to honor all
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unused vacation, holiday, sickness and personal days accrued by the employees of the Company under the policies and
practices of the Company.

(c) The Buyer shall cause all welfare benefit plans (including medical, dental, life insurance, and short- and long-
term disability benefit plans) in which Affected Employees participate following the Closing to (i) waive all limitations
as to preexisting conditions, exclusions and waiting periods with respect to participation and coverage requirements
applicable to the Affected Employees and their covered dependents under such plan (except to the extent that such
conditions, exclusions or waiting periods would apply under the Company’s plans as in existence prior to the Closing)
and (ii) provide each Affected Employee and his or her covered dependents with credit for any copayments and
deductibles paid prior to the Closing in satisfying any applicable deductible or out-of-pocket requirements under such
plans.

(d) The Seller shall assume, and the Buyer and the Acquisition Sub shall have no responsibility for, any and all
liabilities of the Company to pay bonuses under any Company Employee Plan that become payable by reason of the
consummation of the transactions contemplated by this Agreement, provided, however, the Seller’s obligations under this
Section 6.11(d) shall be deemed fully satisfied to the extent (i) all such liabilities to pay such bonuses are accrued as
Current Liabilities in the calculation of Closing Working Capital, and (ii) the Company has sufficient cash on hand at the
Closing Date to fully satisfy such liabilities.

(e) The Seller shall provide only the Affected Employees listed on Schedule 6.11(e) of the Disclosure Schedules with
full vesting of any award or benefit under any Seller Employee Plan where such vesting was otherwise conditioned upon
the future performance of services with the Seller, including under any Seller Employee Plan that is intended to be tax-
qualified under section 401(a) of the Code and under any related non-qualified plan and any Seller Employee Plan that
provides for stock-based compensation.

(f) The Seller shall retain, and the Buyer shall have no responsibility for, any and all liabilities that have arisen or
may arise with respect to any Seller Employee Plan. Without limiting the scope of the foregoing, the Seller shall assume
and be responsible for (i) claims for workers compensation or for the type of benefits described in Section 3(1) of ERISA
(whether or not covered by ERISA) that are incurred on or prior to the Closing Date by any employee or former employee
of the Company (or their beneficiaries and dependents) and arising under any Seller Employee Plan and (ii) claims
relating to “COBRA” coverage attributable to “qualifying events” occurring on or prior to the Closing Date with respect
to any employee or former employee of the Company (or their beneficiaries and dependents). For purposes of the
foregoing, a medical/dental claim shall be considered incurred when the medical services are rendered or medical
supplies are provided, and not when the condition arose; provided that claims relating to a hospital confinement that
commences on or prior to the Closing Date but continues thereafter shall be treated as incurred on or prior to the Closing
Date. A disability or workers compensation claim shall be considered incurred on or prior to the Closing Date if the injury
or condition giving rise to the claim occurs on or prior to the Closing Date.

(g) Prior to the Closing, the Seller shall advise the Buyer and the Acquisition Sub of any and all Contracts of the
Company that would reasonably be expected to trigger the payment of any “excess parachute payment” within the
meaning of Section 280G of the Code.
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Section 6.12 Non-Competition.

(a) During the period commencing immediately after the Closing and ending on the third anniversary of the Closing
Date (the “Noncompetition Period”) (unless only a shorter maximum period is permitted by applicable Law, in which
case, during such shorter period), the Seller shall not, and shall cause its Affiliates (the Seller together with its Affiliates,
the “Restricted Entities”) not to, engage, directly or indirectly, in any capacity, have any direct or indirect ownership
interest in, manage, operate, finance or control any business anywhere in the United States which is engaged, either
directly or indirectly, in the Restricted Business.

(b) Notwithstanding any provision to the contrary in this Section 6.12, any Restricted Entity may:

(i) purchase or otherwise acquire by merger, purchase of assets, stock or controlling interest or otherwise, or
engage in any similar merger and acquisition activity with, any Person or business that engages in the Restricted
Business and thereafter continue such Person’s business, so long as at the time of such acquisition, the revenues
derived from that portion of the acquired Person that engages in the Restricted Business constitute less than 15% of
the annual gross revenues of the acquired Person;

(ii) acquire, own or manage for the account of third parties through a mutual fund, employee benefit plan, trust
account or similar investment pool or vehicle, any class of security of any Person regardless of whether such Person
engages in the Restricted Business (so long as such investment is solely passive in nature and made only for
investment purposes);

(iii) hold or make any equity investment in any Person in which (x) no Restricted Entity has a right to designate
a majority, or such higher amount constituting a controlling number, of the members of the board of directors (or
similar governing body) of such Person, and (y) such Restricted Entity holds not more than 10% of the outstanding
voting securities or similar equity interest in such Person; provided, that no Restricted Entity controls the
management of such Person; or

(iv) for the avoidance of doubt, engage in manufacturing of any kind and any selling, marketing, distributing,
supplying, renting, third party billing or any other business activity in the fields of pain management, wound site
management or post-operative surgical treatments.

(c) In the event any Affiliate of the Seller ceases to be an Affiliate of the Seller (or any of its successors and assigns),
the provisions of this Section 6.12 shall no longer apply to such Person.

(d) If the Seller is purchased or otherwise acquired by merger, purchase of assets, stock or controlling interest or
otherwise, by any Person that is not an Affiliate of the Seller immediately prior to the execution of the definitive
agreement relating to such purchase or other acquisition, then (i) such Person and its Affiliates shall not be deemed
Restricted Entities for the purposes of this Section 6.12 and (ii) the restrictions set forth in Section 6.12(e) and (f) shall not
apply to such Person and its Affiliates.
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(e) The Seller covenants that, during the Noncompetition Period, the Seller shall not, and it shall cause its current
Affiliates not to, directly or indirectly, solicit or entice any clients or customers of the Company to engage in any
business relationship which could reasonably be expected to materially harm the Restricted Business.

(f) The Seller covenants that, during the period commencing from the Closing Date and ending on the second
anniversary of the Closing Date, without the prior written consent of the Buyer (which consent shall not be unreasonably
withheld, delayed or conditioned), the Seller shall not, and it shall cause its Affiliates not to, directly or indirectly solicit
(other than a solicitation by general advertisement) the employment or engagement of services of, any person who is or
was employed as an employee, contractor or consultant by the Company during such period on a full- or part-time basis.

(g) If a court of competent jurisdiction determines that the character, duration or geographical scope of the
provisions of this Section 6.12 is unreasonable, it is the intention and the agreement of the parties that such court shall be
empowered to reform such provisions, in such jurisdiction to the extent that comes closest to the intentions of the parties
with respect to such unreasonable term or provision. The covenants contained in this Section 6.12 are severable and
distinct covenants and provisions. The invalidity or unenforceability of any such covenant or provision as written shall
not invalidate or render unenforceable the remaining covenants or provisions hereof, and any such invalidity or
unenforceability in any jurisdiction shall not invalidate or render unenforceable such covenant or provision in any other
jurisdiction.

(h) The Seller acknowledges that the covenants of the Seller set forth in this Section 6.12 are an essential element of
this Agreement and that any breach by the Seller of any provision of this Section 6.12 will result in irreparable injury to
the Buyer. The Seller acknowledges that in the event of such a breach, in addition to all other remedies available at law,
the Buyer shall be entitled to equitable relief, including injunctive relief, and an equitable accounting of all earnings,
profits or other benefits arising therefrom, as well as such other damages as may be appropriate.

Section 6.13 Intercompany Liabilities; Release of Encumbrances. Immediately prior to the Closing, all liabilities owed by
or to the Company to or from the Seller or any of its Affiliates shall be canceled without payment, in full and complete
satisfaction of such liabilities. Prior to the Closing Date, the Seller shall have caused to be released all Encumbrances (other
than Permitted Encumbrances) in and upon any of the properties and assets of the Company or the Shares.

Section 6.14 Insurance.

(a) To the extent that the Seller shall be entitled under the terms and conditions of “occurrence” based policies in
effect on or prior to the Closing Date to coverage for losses suffered by the Company after the Closing arising out of any
occurrences covered by such policies occurring prior to the Closing, the Seller shall, and shall cause its Subsidiaries to,
use such efforts and take such actions to recover such losses on behalf of the Company pursuant to such policies as it
would use or take in conducting its own business in the ordinary course if such losses were suffered by the Seller or any of
its Subsidiaries, and shall deliver the proceeds
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thereby recovered to the Company. In the event of any dispute regarding the date of any loss or occurrence, the terms of
the applicable policy shall govern.

(b) Following the Closing, the Buyer shall provide, and shall cause the Company to provide, the Seller with all
records and other information necessary for the reporting, investigation, negotiation and, if applicable, prosecution of any
claim made by the Seller pursuant to this Section 6.14.

Section 6.15 Exclusivity. Except with respect to this Agreement and the transactions contemplated hereby, the Seller
agrees that it will not, and it will cause the Company and their respective directors, officers, employees, Affiliates and other
agents and Representatives (including any investment banking, legal or accounting firm retained by it or any of them and any
individual member or employee of the foregoing) (each, an “Agent”) not to: (a) initiate, solicit or seek, directly or indirectly,
any inquiries or the making or implementation of any proposal or offer (including any proposal or offer to its stockholders or
any of them) with respect to a merger, acquisition, consolidation, recapitalization, liquidation, dissolution, equity investment
or similar transaction involving, or any purchase of all or any substantial portion of the assets or any equity securities of, the
Company (any such proposal or offer being hereinafter referred to as a “Proposal”); (b) engage in any negotiations concerning,
or provide any confidential information or data to, or have any substantive discussions with, any person relating to a Proposal;
(c) otherwise cooperate in any effort or attempt to make, implement or accept a Proposal; or (d) enter into Contract with any
Person relating to a Proposal. The Seller shall notify the Buyer or the Acquisition Sub immediately if any inquiries, proposals
or offers related to a Proposal are received by, any confidential information or data is requested from, or any negotiations or
discussions related to a Proposal are sought to be initiated or continued with, the Seller, the Company or any of their
respective directors, officers, employees and Affiliates or, to its knowledge, any other Agent. Notwithstanding anything in this
Section 6.15 to the contrary, the Seller shall not be restricted in any way from participating in any discussions or negotiations,
or entering into any agreements, in connection with any transaction which pertains or relates to the acquisition, merger,
recapitalization or any other business combination involving the Seller or any Affiliate of the Seller (other than the Company).

Section 6.16 No Claim Against Trust Fund. Each of the Seller and the Company hereby acknowledges that it understands
that the Buyer has established a trust account at JPMorgan Chase Bank, N.A. (the “Trust Account”), initially in an amount of
approximately $96,200,000 (including deferred underwriting discount and commission of $5,468,000), for the benefit of the
Buyer’s public stockholders and that the Buyer may disburse monies from the Trust Account only (a) to the Buyer’s public
stockholders (i) in the event they elect to exercise their Conversion Rights, or (ii) in the event of the liquidation of the Buyer,
(b) to the Buyer concurrently with the consummation of a business combination, as described in the Prospectus (a “Business
Combination”), or (c) solely with respect to underwriter’s deferred discounts and commissions placed in the Trust Account, to
FTN Midwest Securities Corp. after consummation of a Business Combination. Each of the Seller and the Company hereby
agrees that it does not have any right, title, interest or claim of any kind in or to any monies in the Trust Account (the
“Claims”) and waives any Claim it may have in the future as a result of, or arising out of, any negotiations, Contracts with the
Buyer and will not seek recourse against the Trust Account for any reason whatsoever.
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Section 6.17 Provision of Sufficient Cash. Each of the Buyer and the Acquisition Sub acknowledges that immediately
prior to the Closing, the Seller may cause the Company’s cash balance to be reduced to an amount equal to or close to zero.
Each of the Buyer and the Acquisition Sub hereby agrees that, immediately after the Closing, it shall, or shall cause its
Affiliates with the necessary financial wherewithal to, provide cash to the Company in an amount sufficient to allow the
Company to (i) have capital sufficient to carry on the Business substantially as engaged prior to the Closing, (ii) pay all of its
creditors existing as of the Closing Date in the ordinary course of its business and (iii) continue as a going concern.

Section 6.18 Preparation of Proxy Statement; Stockholders Meeting. The Seller will cause the Company to deliver to the
Buyer the Company Proxy Information as promptly as reasonably practicable after the execution of this Agreement for
inclusion in the Proxy Statement. The Buyer shall prepare and promptly file with the U.S. Securities and Exchange
Commission (the “SEC”), but in no event later than (i) October 13, 2006 or (ii) five (5) Business Days after delivery of the
Company Proxy Information by the Seller, whichever is later (the “Filing Deadline”), the Proxy Statement in preliminary form
or such other form, statement or report as may be required under the federal securities laws. Following its clearance by the SEC,
the Buyer shall distribute the Proxy Statement to the Buyer’s stockholders and, pursuant thereto duly call, give notice of,
convene and hold the Buyer’s Stockholder Meeting as promptly as reasonably practicable in accordance with applicable Law
for the purpose of seeking the Stockholder Approval. The Buyer, through its Board of Directors, shall recommend to its
stockholders that they adopt and approve this Agreement and the transactions contemplated herein and, subject to applicable
Law and its fiduciary duties, shall not withdraw or modify its recommendation. The Company and the Seller shall cooperate
with the Buyer in the filing, preparation and distribution of the Proxy Statement. All fees and expenses incurred by the Buyer,
the Seller or the Company (other than the audit fees described in Section 6.23) in connection with the preparation of the Proxy
Statement and obtaining the Stockholder Approval shall be borne by the Buyer, including, without limitation, all related fees
and expenses of counsel to the Seller and the Company and all other fees and expenses incurred by the Seller and the
Company in performing their obligations under this Section 6.18. The Buyer shall pay such fees and expenses described in the
immediately preceding sentence within twenty (20) calendar days following receipt by the Buyer of a reasonably detailed
invoice relating thereto.

Section 6.19 Property of the Company. To the extent any property or assets of the Company (other than the books or
records which are the subject of Section 6.2(b)) are in the possession of the Seller or its Affiliates or their respective
Representatives as of the date hereof and are used in the Business, the Seller shall cause such property or assets to be delivered
to the Company prior to the Closing.

Section 6.20 Company 8-K Information. At or prior to the Closing, the Seller will cause the Company to provide to the
Buyer the Company 8-K Information, at the Buyer’s expense.

Section 6.21 Assignment of Non-Disclosure Agreements. At the Closing, the Seller shall exercise commercially
reasonable efforts to assign to the Company all of the Seller’s rights and obligations under any non-disclosure or
confidentiality agreements that the Seller has entered into with potential purchasers of the Company, to the extent permitted
by the terms of
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such agreements and to the extent such non-disclosure agreements relate to the Company and confidential information of the
Company. To the extent assignment is not permitted by the terms of such non-disclosure or confidentiality agreements, the
Seller will, at the Buyer’s or the Acquisition Sub’s request and expense, use its reasonable commercial efforts to enforce or
cause to be enforced each such agreement. The Seller shall deliver copies of the assigned agreements to the Buyer at the
Closing.

Section 6.22 Use of Name. Upon the Closing, the Seller shall, and shall cause all of its Affiliates to, immediately cease use
of the trade name and trademark “InfuSystem” (the “Company Mark”), or any confusingly similar variation thereof. The Seller
will not at any time, or induce or assist others to, attempt to register the Company Mark, or any confusingly similar variation
thereof, with the U.S. Patent and Trademark Office, or any other relevant Governmental Authority in the United States or any
foreign jurisdiction, as a trade name, corporate name, or internet domain name, or challenge or contest the validity of
Company’s ownership of the Company Mark.

Section 6.23 Audit Fees and Costs. Fifty percent (50%) of all fees and costs paid to auditors by the Seller and/or the
Company relating to the audit of the Company’s financial statements as of and for the years ended December 31, 2003 and
December 31, 2004 shall be borne by the Buyer. All fees and costs incurred in connection with the audit of Company’s
financial statements as of and for the year ended December 31, 2005 shall be borne by the Seller.

Section 6.24 Personal Guaranty. The Buyer shall cause the Guarantors to (i) execute and deliver the Personal Guaranty to
the Seller as of the date of this Agreement and (ii) arrange for and deliver to the Seller, within fifteen (15) calendar days from
the date hereof, letters of credit in an aggregate amount equal to three million dollars (US $3,000,000.00), in form and
substance reasonably satisfactory to the Seller, which letters of credit shall provide for, among other matters, drawing upon
delivery of a certificate from an authorized officer of the Seller certifying that the Termination Fee has not been paid when due
and payable.

ARTICLE VII
INDEMNIFICATION

Section 7.1 Survival of Representations, Warranties and Covenants. The representations and warranties of the Seller, the
Company, the Buyer and the Acquisition Sub contained in this Agreement shall survive the Closing and expire at 5:00 p.m.,
Pacific Daylight Time, on March 31, 2008. Notwithstanding the foregoing, (i) the representations and warranties of the Seller
and the Company, as applicable, contained in Section 3.2 (Authority), Section 3.4 (Shares), Section 4.1 (Organization and
Qualification), Section 4.2 (Authority), Section 4.4 (Capitalization) and Section 4.5 (Equity Interests) shall survive the Closing
indefinitely (collectively, the “Fundamental Company Representations”) and (ii) the representations and warranties of the
Buyer and the Acquisition Sub, as applicable, contained in Section 5.1 (Organization), Section 5.2 (Authority) and Section 5.7
(Investment Intent) (collectively, the “Fundamental Buyer Representations” and, together with the Fundamental Company
Representations, the “Fundamental Representations”), shall survive the Closing indefinitely. The covenants and agreements of
the parties contained in this Agreement shall survive the Closing and remain in full force and effect until thirty (30) calendar
days following the date by
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which such covenant or agreement is required to be performed. Notwithstanding anything in this Article VII to the contrary,
the survival of the Tax-related covenants and agreements of the parties and the representations and warranties of the Seller and
the Company contained in Section 4.15 of this Agreement shall be governed by Article VIII.

Section 7.2 Indemnification by the Seller. The Seller shall save, defend, indemnify and hold harmless the Buyer and its
Affiliates (including the Company), and their respective officers, directors, employees, agents, successors and assigns
(collectively, the “Buyer Indemnified Parties”) from and against any and all losses, damages, liabilities, deficiencies, claims,
interest, awards, obligations, debts, fines, fees, judgments, penalties, costs and expenses (including reasonable attorneys’ fees,
costs and other out-of-pocket expenses incurred in investigating, preparing or defending the foregoing) (hereinafter
collectively, “Losses”) arising out of, in connection with or resulting from:

(a) any breach of any representation or warranty made by the Seller or the Company contained in this Agreement;

(b) any breach of or failure to perform, carry out, satisfy or discharge any covenant or agreement of the Seller or the
Company contained in this Agreement; and

(c) any fees, expenses or other payments incurred or owed by the Seller or the Company to any agent, broker,
investment banker or other firm or person retained or employed by it in connection with the transaction contemplated by
this Agreement.

Section 7.3 Indemnification by the Buyer. The Buyer shall save, defend, indemnify and hold harmless the Seller and its
Affiliates, and their respective officers, directors, employees, agents, successors and assigns (collectively, the “Seller
Indemnified Parties”) from and against any and all Losses arising out of, in connection with or resulting from:

(a) any breach of any representation or warranty made by the Buyer or the Acquisition Sub contained in this
Agreement;

(b) any breach of or failure to perform, carry out, satisfy or discharge any covenant or agreement of the Buyer or the
Acquisition Sub contained in this Agreement;

(c) any claim or cause of action by any Person arising before or after the Closing against any Seller Indemnified Party
with respect to the operations of the Company, except for claims or causes of action with respect to which the Seller is
obligated to indemnify the Buyer Indemnified Parties pursuant to Section 7.2;

(d) any fees, expenses or other payments incurred or owed by the Buyer or the Acquisition Sub to any agent, broker,
investment banker or any other firm or person retained or employed it in connection with the transactions contemplated
by this Agreement; and

(e) any matter relating to the Proxy Statement and the Stockholder Approval except to the extent such Losses arose
directly out of, were incurred directly in connection with or directly resulted from any Company Proxy Information in the
written form provided by the Seller or the Company.

 
48



Section 7.4 Procedures.

(a) In order for a Buyer Indemnified Party or Seller Indemnified Party (the “Indemnified Party“) to be entitled to any
indemnification provided for under this Agreement as a result of a Loss or a claim or demand made by any Person against
the Indemnified Party (a “Third Party Claim“), such Indemnified Party shall deliver notice thereof to the party against
whom indemnity is sought (the “Indemnifying Party“) promptly after receipt by such Indemnified Party of written notice
of the Third Party Claim, describing in reasonable detail the facts giving rise to any claim for indemnification hereunder,
the amount or method of computation of the amount of such claim (if known) and copies of any relevant documentation
evidencing such claim. The failure to provide such notice, however, shall not release the Indemnifying Party from any of
its obligations under this Article VII except and solely to the extent that the Indemnifying Party is prejudiced by such
failure.

(b) The Indemnifying Party shall have the right, upon written notice to the Indemnified Party within thirty
(30) calendar days of receipt of notice from the Indemnified Party of the commencement of such Third Party Claim, to
assume the defense thereof at the expense of the Indemnifying Party with counsel selected by the Indemnifying Party and
reasonably satisfactory to the Indemnified Party. If the Indemnifying Party assumes the defense of such Third Party Claim,
the Indemnified Party shall have the right to employ separate counsel and to participate in the defense thereof, but the
fees and expenses of such counsel shall be at the expense of the Indemnified Party. Regardless of whether the
Indemnifying Party assumes the defense of any Third Party Claim, each party shall cooperate with the other party in such
defense and make available all witnesses, pertinent records, materials and information in its possession or under the its
control relating thereto as is reasonably required or requested by the other party. Notwithstanding the foregoing, the
Indemnified Party shall not be required to relinquish control of such defense to the Indemnifying Party and the
Indemnified Party may subsequently reassert control over such defense in the event that the Indemnifying Party does not
reasonably conduct the defense of the action, suit, proceeding or claim in good faith and in a commercially reasonable
manner. The party controlling such defense shall keep the other party hereto advised of the status of such Third Party
Claim and the defense thereof and shall consider recommendations made by the other party hereto with respect thereto.
Whether or not the Indemnifying Party assumes the defense of a Third Party Claim, the Indemnified Party shall not admit
any liability with respect to, or settle, compromise or discharge, or offer to settle, compromise or discharge, such Third
Party Claim without the prior written consent of the Indemnifying Party, which consent shall not be unreasonably
withheld, delayed or conditioned. The Indemnifying Party shall not agree to any settlement of such Third Party Claim
that imposes any liability or obligation on the Indemnified Party or that does not include a full, complete and
unconditional release of the Indemnified Party from all liability with respect thereto, in each case without the prior
written consent of the Indemnified Party (which consent shall not be unreasonably withheld, conditioned or delayed).

(c) In the event any Indemnified Party should have a claim against any Indemnifying Party hereunder that does not
involve a Third Party Claim being asserted against or sought to be collected from such Indemnified Party, the
Indemnified Party shall deliver notice of such claim promptly to the Indemnifying Party upon becoming aware of such
claim, describing in reasonable detail the facts giving rise to any claim for indemnification hereunder, the amount
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or method of computation of the amount of such claim (if known) and copies of any relevant documentation evidencing
such claim. The failure to provide such notice, however, shall not release the Indemnifying Party from any of its
obligations under this Article VII except to the extent and solely that the Indemnifying Party is prejudiced by such
failure. The Indemnifying Party will have thirty (30) calendar days from receipt of such notice to dispute the claim. If the
Indemnifying Party does not give notice to the Indemnified Party that it disputes such claim within thirty (30) calendar
days after its receipt of such notice, the claim specified in the notice will be conclusively deemed a Loss subject to
indemnification hereunder. The Indemnified Party shall reasonably cooperate and assist the Indemnifying Party in
determining the validity of any claim for indemnity by the Indemnified Party and in otherwise resolving such matters.
Such assistance and cooperation shall include providing reasonable access to and copies of information, records and
documents relating to such matters, furnishing employees to assist in the investigation, defense and resolution of such
matters and providing legal and business assistance with respect to such matters.

Section 7.5 Limits on Indemnification.

(a) No claim may be asserted against either party for breach of any representation, warranty or covenant contained
herein, unless written notice of such claim is received by such party pursuant to the terms hereof on or prior to the date on
which the representation, warranty or covenant upon which such claim is based ceases to survive as set forth in
Section 7.1, in which case such representation, warranty or covenant shall survive as to such claim until such claim has
been finally resolved.

(b) Notwithstanding anything to the contrary contained in this Agreement:

(i) the maximum aggregate amount of indemnifiable Losses that may be recovered from the Seller by Buyer
Indemnified Parties, or from the Buyer by Seller Indemnified Parties, pursuant to Section 7.2 or Section 7.3,
respectively, shall be in each case an amount equal to fifteen percent (15%) of the Purchase Price, provided, that the
provisions of this Section 7.5(b)(i) shall not limit the maximum aggregate amount of indemnifiable Losses
recoverable with respect to any breach of or failure to perform, carry out, satisfy or discharge any covenant or
agreement by the Seller, the Company and/or the Buyer, as applicable, contained in Sections 6.1, 6.5, 6.6, 6.9, 6.10,
6.11, 6.12, 6.13, 6.15, 6.17, 6.19, 6.20 and 6.22;

(ii) the Seller shall not be liable to any Buyer Indemnified Party, and the Buyer shall not be liable to any Seller
Indemnified Party, for any claim for indemnification pursuant to Section 7.2 or Section 7.3, respectively, unless and
until the aggregate amount of indemnifiable Losses that may be recovered from the Seller or the Buyer, respectively,
in each case equals or exceeds $1,500,000, and the Seller, on the one hand, and the Buyer, on the other hand, shall
be liable only for the Losses in excess of such amount, provided, that the provisions of this Section 7.5(b)(ii) shall
not limit the maximum aggregate amount of indemnifiable Losses recoverable with respect to any breach of or
failure to perform, carry out, satisfy or discharge any covenant or agreement by the Seller, the Company and/or the
Buyer, as applicable, contained in Sections 6.1, 6.5, 6.6, 6.9, 6.10, 6.11, 6.12, 6.13, 6.15, 6.17, 6.19, 6.20 and 6.22;
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(iii) the Seller shall not be obligated to indemnify any Buyer Indemnified Party with respect to any Loss
pursuant to Section 7.2 to the extent that a specific accrual or reserve for the amount of such Loss was reflected as a
Current Liability on the Closing Statement;

(iv) the right to indemnification or any other remedy in favor of the Buyer Indemnified Parties based on
representations, warranties, covenants and agreements in this Agreement or any Ancillary Agreement shall not be
affected by any investigation conducted at any time, or any knowledge acquired (or capable of being acquired) prior
to the execution and delivery of this Agreement; and

(v) except with respect to Third Party Claims, no party hereto shall have any liability under any provision of
this Agreement for any punitive, incidental, consequential, special or indirect damages, including business
interruption, loss of future revenue, profits or income, or loss of business reputation or opportunity relating to the
breach or alleged breach of this Agreement.

(c) For all purposes of this Article VII, “Losses” shall be net of (i) any insurance or other recoveries actually paid to
the Indemnified Party or its Affiliates in connection with the facts giving rise to the right of indemnification and (ii) any
Tax benefit arising in connection with the accrual, incurrence or payment of any such Losses, but only to the extent such
Tax benefit is actually realized by such Indemnified Party or its Affiliates in the taxable period of such accrual, incurrence
or payment of such Loss, as applicable, determined by assuming that such Tax benefit is usable in such period only on a
last-used basis, considering all other available Tax benefits.

(d) The Buyer shall use commercially reasonable efforts to seek recovery under all insurance policies covering any
Loss to the same extent as it or they would if such Loss were not subject to indemnification hereunder. If requested by the
Seller, the Buyer shall assign, or cause to be assigned, to the Seller all of the Buyer’s or its Affiliate’s rights to and interest
in such insurance policies and all potential proceeds therefrom, and the Seller shall have the right to take any action to
seek full recovery thereunder to the extent such recovery efforts do not cause a material adverse effect on the Company’s
ability to obtain additional or other insurance coverage.

(e) The limitations contained in Sections 7.5(b)(i), (ii) and (iii) shall not apply to indemnifiable Losses in respect of
to breaches of any Fundamental Representation, fraud or intentional misrepresentations of fact.

Section 7.6 Tax Matters. Anything in this Article VII to the contrary notwithstanding, the rights and obligations of the
parties with respect to indemnification for any and all Tax matters shall be governed by Article VIII.

Section 7.7 Assignment of Claims. If any Buyer Indemnified Party receives or is entitled to receive any payment from the
Seller in respect of any Losses pursuant to Section 7.2 and the Buyer Indemnified Party could, actually or potentially, have
recovered all or a part of such Losses from a third party (a “Potential Contributor“) based on the underlying claim asserted
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against the Seller, the Buyer Indemnified Party shall assign, on a non-recourse basis and without any representation or
warranty, such of its rights to proceed against the Potential Contributor as are necessary or appropriate to permit the Seller to
recover from the Potential Contributor the amount of such payment. If any such assignment would afford the Potential
Contributor any defense to the payment of the same, such assignment shall not take place and the Buyer Indemnified Party
will, at the Seller’s direction and expense, take all reasonable actions to seek to recover such claim from such Potential
Contributor. Any payment received in respect of such claim against the Potential Contributor (whether by the Seller or the
relevant Buyer Indemnified Party as provided in the immediately preceding sentence) shall be distributed, (i) first, to the Buyer
Indemnified Party in the amount of any deductible or similar amount required to be paid by the Buyer Indemnified Party prior
to the Seller being required to make any payment to the Buyer Indemnified Party plus, in the case of any claim by a Buyer
Indemnified Party as provided in the immediately preceding sentence, any unreimbursed out-of-pocket costs and expenses
incurred in investigating, prosecuting, defending or otherwise addressing such claim, (ii) second, to the Seller in an amount
equal to the aggregate payments made by the Seller to the Buyer Indemnified Party in respect of such claim, plus any
unreimbursed out-of-pocket costs and expenses incurred in investigating, prosecuting, defending or otherwise addressing such
claim and (iii) the balance, if any, to the Buyer Indemnified Party.

Section 7.8 Exclusive Remedy. Except as set forth in this Agreement, effective as of the Closing, in the absence of fraud
and intentional misrepresentation of fact by the Seller in this Agreement (to the extent determined by a final judgment of a
court of competent jurisdiction), the Buyer, on behalf of itself and the other Buyer Indemnified Parties, waives any rights and
claims any Buyer Indemnified Party may have against the Seller, whether in law or equity, relating to the Company and/or the
transactions contemplated hereby. The rights and claims waived by the Buyer, on behalf of itself and the other Buyer
Indemnified Parties, include, without limitation, claims for contribution or other rights of recovery arising out of or relating to
any Environmental Laws, claims for breach of contract, breach of representation or warranty, negligent misrepresentation and
all other claims for breach of duty, except as specifically contemplated by the terms of this Agreement. The Seller shall not
have any right of contribution against the Company with respect to any breach by the Seller or the Company of any of its
representations, warranties, covenants or agreements contained herein. Except as set forth in this Agreement, effective as of the
Closing, in the absence of fraud and intentional misrepresentation of fact by the Buyer in this Agreement (to the extent
determined by a final judgment of a court of competent jurisdiction), the Seller, on behalf of itself and the other Seller
Indemnified Parties, waives any rights and claims any Seller Indemnified Party may have against the Company or the Buyer,
whether in law or equity, relating to the Buyer and/or the transactions contemplated hereby. Except for claims for equitable
relief, including specific performance and injunctive relief, made with respect to breaches of any covenant or agreement
contained in this Agreement, including Section 6.12, after the Closing, subject to the foregoing, this Article VII and Article
VIII will provide the exclusive remedy of the Indemnified Parties for any breach of any representation, warranty, covenant or
other claim arising out of or relating to this Agreement and/or the transactions contemplated hereby.
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ARTICLE VIII
TAX MATTERS

Section 8.1 Indemnification Obligations With Respect to Taxes.

(a) The Seller shall be responsible for, and shall indemnify, defend and hold harmless the Buyer, the Company and
their Affiliates from and against:

(i) all Taxes imposed on or relating to the Company due with respect to periods ending on or prior to the
Closing Date, including all Taxes of the Company that are due with respect to periods (the “Straddle Periods“) that
include but do not end on the Closing Date to the extent attributable to the portion of the Straddle Period ending on
the Closing Date;

(ii) all Losses resulting from any inaccuracy in or breach of the representations and warranties with respect to
Taxes that are contained in Article IV or in this Article VIII and any covenants contained in this Agreement with
respect to Taxes;

(iii) all Taxes of any Person imposed on the Company under Treas. Reg. § 1.1502-6 by reason of any affiliation
existing on or before the Closing Date;

(iv) all Taxes, except for the Taxes described in Sections 8.3(a)(i) and (ii), resulting from an election under
Section 338(h)(10) of the Code (and any corresponding elections under state, local or foreign tax law) with respect to
the purchase and sale of the Shares hereunder, and

(v) all losses imposed on or sustained by the Buyer or its Affiliates (including the Company after the Closing
Date), directly or indirectly, by reason of or in connection with the foregoing amounts.

Notwithstanding the foregoing, the Seller shall only be liable for losses resulting from Michigan Use Taxes (and any
penalties, interest or additions to tax) resulting from the purchase by the Company of infusion pumps from and after
February 1, 1998, through the Closing Date to the extent such losses are in excess of the amounts, if any, reserved for such
amounts (excluding any reserves for deferred Taxes established to reflect timing differences between book and Tax income) on
the Balance Sheet as such reserve is adjusted for the passage of time through the Closing Date in accordance with past custom
and practice of the Company (the “Michigan Use Tax Reserve”). The Buyer hereby acknowledges that the Seller shall be
entitled to offset and credit against any liability for indemnification the Seller may have to the Buyer, the Company, and/or
their Affiliates pursuant to this Section 8.1 an amount equal to the difference (to the extent such difference is a number greater
than zero) between (i) the amount of the Michigan Use Tax Reserve in excess of the amount of actual losses resulting from
Michigan Use Taxes (and any penalties, interest or additions to tax), as finally adjudicated by the relevant Governmental
Authority minus (ii) the aggregate amount of all reasonable and documented costs, fees and expenses actually incurred by the
Buyer and the Company after the Closing Date in connection with the prosecution of the Company’s claims relating to
Michigan Use Taxes.
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(b) The Buyer shall be responsible for, and shall indemnify, defend and hold harmless the Seller from and against:

(i) all Taxes of the Company that are due with respect to periods commencing after the Closing Date;

(ii) all Taxes of the Company that are due with respect to Straddle Periods to the extent attributable to the
portion of the Straddle Period commencing on the day following the Closing Date;

(iii) all losses resulting from any breach of any covenants of the Buyer contained in this Agreement or
contained in any certificate delivered by the Buyer pursuant hereto, in each case, with respect to Taxes; and

(iv) all losses imposed on or sustained by the Seller or its Affiliates, directly or indirectly, by reason or in
connection with the foregoing amounts.

(c) For purposes of this Article VIII, whenever it is necessary to determine the liability for Taxes of the Company for
a Straddle Period, the determination of the Taxes for the portion of the Straddle Period ending on and including, and the
portion of the Straddle Period beginning after, the Closing Date shall be determined by assuming that the Straddle Period
consisted of two taxable years or periods, one of which ended at the close of the Closing Date and the other of which
began at the beginning of the day following the Closing Date, and items of income, gain, deduction, loss or credit, and
state and local apportionment factors of the Company for the Straddle Period shall be allocated between such two taxable
years or periods on a “closing of the books basis” by assuming that the books of the Company were closed at the close of
business on the Closing Date; provided, however, (i) exemptions, allowances or deductions that are calculated on an
annual basis, such as the deduction for depreciation, and (ii) periodic taxes, such as real and personal property taxes, shall
be apportioned ratably between such periods on a daily basis; provided further however, that any such taxes attributable
to any property that was owned by the Company at some point in the Pre-Closing Period, but is not owned as of the
Closing date shall be allocated entirely to the period ending at the close of the Closing Date. If the Company is permitted
but not required under applicable state, local, or foreign income tax Laws to treat the Closing Date as the last day of a
taxable period, then the parties shall treat that day as the last day of a taxable period. Where the Closing Date is treated as
the last day of a taxable period for purposes of federal, state, local or foreign income tax Laws, the income of the
Company shall be apportioned to the period up to and including the Closing Date and the period after the Closing date
by closing the books of the Company as of the end of the Closing Date, provided further, however, the Buyer and the
Seller agree to report all transactions not in the ordinary course of business occurring on the Closing Date after the
Buyer’s purchase of the Shares on the Buyer’s Federal income tax return to the extent permitted by Treasury Regulation
Section 1.1502-76(b)(1)(ii)(B).

(d) Notwithstanding anything to the contrary in this Agreement, the obligations of the Seller and the Buyer under
this Article VIII shall survive the Closing indefinitely, shall be unconditional and absolute, and shall not be subject to a
deductible, threshold, or similar concept,
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except that the Seller’s representations set forth in Section 4.15 shall remain in effect until sixty (60) calendar days after
the expiration of the applicable statute of limitations, as extended.

Section 8.2 Tax Returns.

(a) The Seller will include or have included in the consolidated federal income tax Return of the affiliated group of
corporations, within the meaning of Section 1504(a) of the Code, of which the Seller is the common parent corporation,
for all periods or portions thereof through the Closing Date, the income of the Company (including any deferred income
from intercompany transactions triggered into income by Section 1.1502-13 of the Treasury regulations and any excess
loss accounts taken into income under Section 1.1502-19 of the Treasury regulations) for all such periods and will pay or
cause to be paid any federal income Taxes attributable to such income. The Buyer shall prepare or cause to be prepared
and file or cause to be filed all Returns for the Company that are filed after the Closing Date, other than income tax
Returns with respect to periods for which a consolidated, unitary or combined income tax Return of Seller will include
the operations of the Company.

(b) All Returns that are to be prepared and filed by the Buyer pursuant to Section 8.2(a) above and that relate to
Taxes for which the Seller is liable under this Article VIII (including Straddle Period Returns) shall be prepared by the
Buyer in a manner consistent with reasonable past customs and procedures of the Company and shall be submitted to the
Seller not later than fifteen (15) calendar days prior to the due date for filing of such Returns, taking into account
applicable extensions (or if such due date is within forty-five (45) calendar days following the Closing Date, as promptly
as practicable following the Closing Date). The Seller shall have the right to review such Returns and to review all work
papers and procedures used to prepare any such Return. If the Seller, within ten (10) calendar days after delivery of any
such Return, notifies the Buyer in writing that it objects to any of the items in such Return, the parties shall attempt in
good faith to resolve the dispute and, if they are unable to do so, the disputed items shall be resolved (within a reasonable
time, taking into account the deadline for filing such Return) by an internationally recognized independent accounting
firm chosen by both the Buyer and the Seller (or, if the Buyer and the Seller cannot agree on such an accounting firm,
then each shall select an independent accounting firm and such accounting firms shall select a third independent
accounting firm). Upon resolution of all such items, the relevant Return shall be filed on that basis, provided that the
Buyer shall have the right to file the relevant Return prior to resolution of such items if the Buyer reasonably determines
that such filing is necessary to avoid applicable penalties and interest. The costs, fees and expenses of such accounting
firm shall be borne equally by the Buyer and the Seller. The Seller shall to the Buyer the amount of the Taxes with respect
to such Returns within five days following any demand by the Buyer for such payment.

(c) The Buyer shall not (and shall not cause or permit the Company to) amend, refile or otherwise modify any Return
relating in whole or in part to the Company with respect to any taxable year or period ending on or before the Closing
Date or with respect to any Straddle Period without the prior written consent of the Seller, which consent may not be
unreasonably withheld, conditioned or delayed. The Seller shall not amend, refile, or otherwise modify any such Return if
such action could have an adverse affect on the liability of the Company, without
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the prior written consent of the Buyer, which consent may not be unreasonably withheld, conditioned or delayed.

(d) All sales, use, transfer and other similar Taxes, including any stock transfer stamp Taxes resulting from the sale of
the Shares, shall be borne by the Seller, except to the extent set forth in Sections 8.1(b) and 8.3(a)(i).

Section 8.3 Section 338(h)(10) Election. (a) At the Buyer’s option, the Seller and the Buyer shall join in making an
election under Code Section 338(h)(10) (and any corresponding elections under state, local, or foreign tax law) (collectively a
“Section 338(h)(10) Election“) with respect to the purchase and sale of the Shares. The Seller shall be liable for and pay any
Tax attributable to the making of the Section 338(h)(10) Election and will indemnify the Buyer and the Company against any
adverse consequences arising out of any failure to pay such Tax. Notwithstanding the preceding sentence, (i) the Buyer shall
be liable for and pay any state or local transfer, sales and use, notarial or similar fees or Taxes arising as a result of the sale of
the Shares and a Section 338(h)(10) Election and the transaction contemplated by this Agreement, (ii) the Buyer shall be liable
for and pay any income, franchise or similar Taxes imposed by any state or local taxing authority as a result of any Code
Section 338(g) election (or any comparable election under state law) if such state or local taxing authority does not allow or
respect a Section 338(h)(10) Election (or any comparable or resulting election under state law) with respect to the purchase and
sale of the Shares, and (iii) the Buyer and the Company shall indemnify the Seller against any adverse consequences arising
out of any failure to pay the Taxes described in (i) and (ii).

(b) The parties agree that the Purchase Price and the liabilities of the Company (plus other relevant items) shall be
allocated to the assets of the Company for all purposes (including Tax and financial accounting purposes) as shown on
the allocation schedule attached hereto as Schedule 8.3. The Buyer, the Company and the Seller shall file all Returns
(including amended Returns and claims for refund) and information reports in a manner consistent with such allocation.

(c) At the Closing, if requested by the Buyer, the Seller will deliver to the Buyer a fully executed IRS Form 8023
reflecting the Section 338(h)(10) Election, and any similar form provided for under state, local or foreign Law. As
requested from time to time by the Buyer (whether before, at or after the Closing), the Seller shall assist the Buyer in, and
shall provide the necessary information to the Buyer, in connection with the preparation of any form or document
required to effect a valid and timely Section 338(h)(10) Election, including IRS Form 8883 (Asset Allocation Statement
Under Section 338), and any similar form under state, local or other Law and any schedules or attachments thereto, each
prepared consistently with Schedule 8.3 hereto (collectively, “Section 338 Forms“). Upon delivery of any Section 338
Form by the Buyer to the Seller, the Seller shall cause such Section 338 Form to be duly and promptly executed and shall
deliver such executed Section 338 Form to the Buyer. If the Buyer determines that any change is to be made in a
Section 338 Form previously executed and delivered to the Buyer, then the Buyer may prepare a new Section 338 Form
and deliver such new Section 338 Form to the Seller and the Seller shall cause such Section 338 Form to be fully and
promptly executed and shall deliver such executed Section 338 Form to the Buyer.
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Section 8.4 Contest Provisions.

(a) In the event (i) the Seller or its Affiliates or (ii) the Buyer or its Affiliates receive notice of any pending or
threatened Tax audits or assessments or other disputes concerning Taxes with respect to which the other party may incur
liability under this Article VIII, the party in receipt of such notice shall promptly notify the other parties of such matter in
writing, provided that failure to comply with this provision shall not affect a party’s right to indemnification hereunder
unless and to the extent such failure materially adversely affects the party’s ability to challenge such Tax audits or
assessments.

(b) The Seller shall represent the interests of the Company in any Tax audit or administrative or court proceeding to
the extent such audit or proceeding relates to any Tax for any taxable period ending on or before the Closing Date, and to
employ counsel of the Seller’s choice at the Seller’s expense, if the Seller notifies the Buyer of its decision to take such
actions within thirty (30) calendar days of the date on which the Seller receives notice of any such audit or proceeding
from the Buyer (with respect to audits or proceedings as to which the Buyer first received notice from a Governmental
Authority or other Person) or the date on which the Seller delivered to the Buyer notice of any such audit or proceeding
(with respect to audits or proceedings as to which the Seller first received notice from a Governmental Authority or other
Person), provided however, that the Buyer may, at its own expense, attend, but not participate in or control, all
conferences, meetings and proceedings relating to such audits or proceedings. The Seller shall inform the Buyer of all
developments and events relating to such audits or proceedings. Notwithstanding the foregoing, if the Seller elects to so
represent the interests of the Company, the Seller shall not be entitled to settle, either administratively or after the
commencement of litigation, any claim for Taxes with respect to any Return of the Company which would adversely
affect the liability for Taxes of the Buyer or the Company for any period after the Closing Date to any extent (including,
but not limited to, the imposition of income Tax deficiencies, the reduction of asset basis or cost adjustments, the
lengthening of any amortization or depreciation periods, the denial of amortization or depreciation deductions, or the
reduction of the loss or credit carry forwards) without the prior written consent of the Buyer, which consent shall not be
unreasonably withheld, conditioned or delayed.

(c) The Buyer shall have the sole right to represent the interests of the Company in any Tax audit or administrative
or court proceeding relating to Taxes with respect to taxable periods including (but not ending on) or beginning after the
Closing Date and to employ counsel of the Buyer’s choice at the Buyer’s expense, provided that the Buyer shall not be
entitled to settle, either administratively or after the commencement of litigation, any claim regarding Taxes that would
adversely affect the liability of the Seller for any Taxes for any period ending on or before the Closing Date or for any
Straddle Period, without the prior consent of the Seller, which consent shall not be unreasonably withheld, conditioned or
delayed and shall not be required to the extent that the Buyer has fully indemnified the Seller against the effects of such
settlement. Where consent to a settlement is withheld by the Seller pursuant to this section, the Seller may continue or
initiate any further proceedings at its own expense, the Buyer shall not be obligated to incur any further expenses in such
matter and the liability of the Buyer, after giving effect to this Agreement, shall not exceed the liability that would have
resulted from the settlement or amended return.
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Section 8.5 Assistance and Cooperation. After the Closing Date, the Seller and the Buyer shall (and shall cause their
respective Affiliates to): (a) assist the other party in preparing and filing any Returns or reports which such other party is
responsible for preparing and filing in accordance with this Article VIII; (b) cooperate fully in preparing for any audits of, or
disputes with taxing authorities regarding, any Returns of the Company; (c) make available to the other and to any taxing
authority as reasonably requested all information, records, and documents relating to Taxes of the Company; (d) provide
timely notice to the other in writing of any pending or threatened Tax audits or assessments of the Company for taxable
periods for which the other may have a liability under this Article VIII; and (e) furnish the other with copies of all
correspondence received from any taxing authority in connection with any Tax audit or information request with respect to
any such taxable period.

Section 8.6 Retention of Records. After the Closing Date, the Seller, the Buyer and the Company will preserve all
information, records or documents relating to liabilities for Taxes of the Company until ninety (90) calendar days after the
expiration of any applicable statute of limitations (including extensions thereof) with respect to the assessment of such Taxes,
provided that neither party shall dispose of any of the foregoing items without first offering such items to the other party.

Section 8.7 Refunds and Tax Benefit. Any Tax refunds that are received by the Buyer or the Company, or that do not
result in a cash payment but instead are credited against Tax to which the Buyer or the Company becomes entitled, that relate
to the Tax periods or portions thereof ending on or before the Closing Date (including, without limitation, the pre-Closing
Straddle Period) shall be for the account of the Seller, and the Buyer shall pay to the Seller any such refund or the amount of
any such credit within fifteen (15) calendar days after receipt or entitlement thereto.

Section 8.8 Termination of Tax Sharing Agreements. Any and all Tax allocation or sharing agreements or other
agreements or arrangements binding the Company shall be terminated with respect to the Company as of the day before the
Closing Date and, from and after the Closing Date, the Company shall not be obligated to make any payment to any Affiliate,
Governmental Authority or other Person pursuant to any such agreement or arrangement for any past or future period.

ARTICLE IX
CONDITIONS TO CLOSING

Section 9.1 General Conditions. The respective obligations of the Buyer, the Acquisition Sub, the Seller and the
Company to consummate the transactions contemplated by this Agreement shall be subject to the fulfillment, at or prior to the
Closing, of each of the following conditions, any of which may, to the extent permitted by applicable Law, be waived in
writing by any party in its sole discretion (provided that such waiver shall only be effective as to the obligations of such
party):

(a) No Governmental Authority shall have enacted, issued, promulgated, enforced or entered any Law, order or
decree (whether temporary, preliminary or permanent) that is then
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in effect and that enjoins, restrains, makes illegal or otherwise prohibits the consummation of the transactions
contemplated by this Agreement.

(b) Any waiting period (and any extension thereof) under the HSR Act applicable to the transactions contemplated
by this Agreement shall have expired or shall have been terminated. All other material consents of, or registrations,
declarations or filings with, any Governmental Authority legally required for the consummation of the transactions
contemplated by this Agreement shall have been obtained or filed, including the receipt by the Buyer or the Company of
a new Medicare supplier number, provided, that any failure by the Buyer or the Company to obtain a new Medicare
supplier number shall not have been due to failure by the relevant personnel of the Buyer to obtain the necessary
clearance from applicable Governmental Authorities.

Section 9.2 Conditions to Obligations of the Seller and the Company. The obligations of the Seller and the Company to
consummate the transactions contemplated by this Agreement shall be subject to the fulfillment, at or prior to the Closing, of
each of the following conditions, any of which may be waived in writing by the Seller in its sole discretion:

(a) The representations and warranties of the Buyer and the Acquisition Sub contained in this Agreement or any
certificate delivered pursuant hereto that are qualified by materiality (including, without limitation, the words “material,”
“Material Adverse Effect” or other terms or concepts of similar import) shall be true and correct and the representations
and warranties that are not so qualified shall be true and correct in all material respects, both when made and as of the
Closing Date, or in the case of representations and warranties that are made as of a specified date, as of such specified
date. The Buyer and the Acquisition Sub shall have performed in all material respects all obligations and agreements and
complied with all covenants and conditions required by this Agreement to be performed or complied with by it prior to or
at the Closing. The Seller shall have received from each of the Buyer (with respect only to itself) and the Acquisition Sub
(with respect only to itself) a certificate to the effect set forth in the preceding sentences, signed by a duly authorized
officer thereof.

(b) The Buyer or the Acquisition Sub shall have delivered the (i) the Purchase Price in cash in full or (ii) the Cash
Purchase Price in cash and the Promissory Note to the Seller.

(c) The Buyer shall have executed and delivered to the Seller a guaranty of amounts due under the Promissory Note,
which guaranty shall be in a form to be agreed by the Seller and the Buyer.

(d) The Merger shall have been consummated pursuant to the terms of the Agreement of Merger, the Certificate of
Merger, the General Corporation Law and the DGCL.

(e) The Seller shall have received an executed counterpart of each of the Ancillary Agreements, signed by each party
other than the Seller.

(f) The Seller shall have received such other documents as the Seller reasonably requests evidencing the satisfaction
of any condition referred to in this Section 9.2.
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Section 9.3 Conditions to Obligations of the Buyer and the Acquisition Sub. The obligations of the Buyer and the
Acquisition Sub to consummate the transactions contemplated by this Agreement shall be subject to the fulfillment, at or prior
to the Closing, of each of the following conditions, any of which may be waived in writing by the Buyer in its sole discretion:

(a) The representations and warranties of the Seller and the Company contained in this Agreement or any certificate
delivered pursuant hereto that are qualified by materiality (including, without limitation, the words “material,” “Material
Adverse Effect” or other terms or concepts of similar import) shall be true and correct, and the representations and
warranties that are not so qualified shall be true and correct in all material respects, both when made and as of the Closing
Date, or in the case of representations and warranties that are made as of a specified date, as of such specified date. The
Seller and the Company shall have performed in all material respects all obligations and agreements and complied with
all covenants and conditions required by this Agreement to be performed or complied with by them prior to or at the
Closing. The Buyer shall have received from each of the Seller (with respect only to itself) and the Company (with respect
only to itself) a certificate to the effect set forth in the preceding sentences, signed by a duly authorized officer thereof.
This Section 9.3 shall be interpreted in a manner consistent with the laws of the State of Delaware, including, without
limitation, the principles enunciated in Frontier Oil Corp. v. Holly Corp., Civ. A. No. 20502, 2005 WL 1039027 (Del. Ch.
Apr. 29, 2005), to the extent applicable.

(b) The Buyer and the Acquisition Sub shall have received such other documents as the Buyer or the Acquisition
Sub reasonably requests evidencing the satisfaction of any condition referred to in this Section 9.3.

(c) The Stockholder Approval shall have been obtained.

(d) The Seller shall have obtained the consent of each Person whose consent is required under the Material Contracts
and Leases set forth in Schedule 9.3(d), and shall have provided evidence of each such consent in form and substance
reasonably satisfactory to the Buyer.

(e) The Seller shall have delivered to the Buyer evidence of (i) the release of all Encumbrances (other than Permitted
Encumbrances and Encumbrances created or permitted by the Buyer or the Acquisition Sub) with respect to the property
and assets of the Company and the Shares, (ii) the repayment or release of all outstanding Indebtedness of the Company
other than as set forth on Schedule 9.3(e) and (iii) the repayment or other cancellation of all liabilities owed by or to the
Company to or from the Seller or any of its Affiliates, to the extent not retired as Indebtedness prior to or at the Closing in
accordance with subparagraph (ii) above, in each case in form and substance reasonably satisfactory to the Buyer.

(f) The Seller shall delivered to the Buyer or the Acquisition Sub a certificate of the Secretary of Seller dated the
Closing Date and certifying that attached thereto are true and complete copies of all resolutions adopted by the Board of
Directors of the Seller authorizing the execution, delivery and performance of this Agreement, and that all such
resolutions are in full force and effect and are all the resolutions adopted in connection with the transactions
contemplated by this Agreement.
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(g) The Seller shall have delivered to the Buyer a duly completed and executed certification of non-foreign status
pursuant to Section 1.1445-2(b)(2) of the Treasury regulations.

(h) The Seller shall have delivered to the Buyer a duly completed and executed Form 8023, if requested by Buyer.

ARTICLE X
TERMINATION

Section 10.1 Termination. This Agreement may be terminated and the transactions contemplated hereby may be
abandoned at any time prior to the Closing:

(a) by mutual written consent of the Buyer and the Seller;

(b) (i) by the Seller, if the Buyer or the Acquisition Sub breaches or fails to perform in any respect any of its
representations, warranties or covenants contained in this Agreement and such breach or failure to perform (A) would give
rise to the failure of a condition set forth in Section 9.2, (B) cannot be or has not been cured within fifteen (15) calendar
days following delivery of written notice of such breach or failure to perform and (C) has not been waived by the Seller or
(ii) by the Buyer, if the Seller or the Company breaches or fails to perform in any respect any of its representations,
warranties or covenants contained in this Agreement or any Ancillary Agreement and such breach or failure to perform
(x) would give rise to the failure of a condition set forth in Section 9.3, (y) cannot be or has not been cured within fifteen
(15) calendar days following delivery of written notice of such breach or failure to perform and (z) has not been waived by
the Buyer;

(c) (i) by the Seller, if any of the conditions set forth in Section 9.1 or Section 9.2 shall have become incapable of
fulfillment or (ii) by the Buyer, if any of the conditions set forth in Section 9.1 or Section 9.3 shall have become
incapable of fulfillment; provided, that the right to terminate this Agreement pursuant to this Section 10.1(c) shall not be
available if the failure or inability of the party (in the case of the Seller, including for this purpose the Company) so
requesting termination to fulfill any obligation under this Agreement shall have been the cause of such condition
becoming incapable of fulfillment;

(d) by either the Seller or the Buyer if the Closing shall not have occurred by April 30, 2007 (as such date may be
extended by Section 6.3, the “Termination Date”); provided, that the right to terminate this Agreement under this
Section 10.1(d) shall not be available if the failure of the party (in the case of the Seller, including for this purpose the
Company) so requesting termination to fulfill any obligation under this Agreement shall have been the cause of the
failure of the Closing to occur on or prior to the Termination Date; or

(e) by either the Seller or the Buyer in the event that any Governmental Authority shall have issued an order, decree
or ruling or taken any other action restraining, enjoining or otherwise prohibiting the transactions contemplated by this
Agreement and such order, decree, ruling or other action shall have become final and nonappealable; provided, that the
party so requesting termination shall have complied with Section 6.7.
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The party seeking to terminate this Agreement pursuant to this Section 10.1 (other than Section 10.1(a)) shall give prompt
written notice of such termination to the other parties.

Section 10.2 Effect of Termination. Subject to Section 10.3 and the provisions of Articles VII and VIII, in the event of
termination of this Agreement as provided in Section 10.1, this Agreement shall forthwith become void and there shall be no
liability on the part of any party except (a) for the provisions of Section 6.5 relating to confidentiality, Section 6.7 relating to
public announcements, Section 11.1 relating to fees and expenses, Section 11.4 relating to notices, Section 11.7 relating to
third-party beneficiaries, Section 11.8 relating to governing law, Section 11.9 relating to submission to jurisdiction and this
Section 10.2 and (b) that nothing herein shall relieve any party from liability for any breach of this Agreement or any
agreement made as of the date hereof or subsequent thereto pursuant to this Agreement.

Section 10.3 Buyer Termination Fee. In the event that this Agreement is terminated (i) because of the Buyer’s failure to
obtain the Stockholder Approval by the Termination Date for any reason whatsoever or (ii) by the Seller because the Buyer or
the Acquisition Sub is unable or unwilling to consummate the transactions contemplated by this Agreement after all the
conditions precedent set forth in Section 9.1 and 9.3 shall have been satisfied or are capable of fulfillment, including, without
limitation, due to the Buyer’s failure to obtain sufficient funds to consummate such transactions other than as a result of the
Seller’s failure to provide the Financing, the Buyer shall, within five (5) Business Days after the effective date of termination,
pay to the Seller a fee in an amount equal to three million dollars (US $3,000,000.00) (the “Termination Fee”) provided,
however, that in the event the Seller elects to terminate this Agreement pursuant to Section 10.1(d) and the Termination Fee is
payable in accordance with subparagraph (i) above for the sole reason that the Buyer Stockholders’ Meeting did not occur
prior to the Termination Date, the Termination Fee shall be equal to one million dollars (US $1,000,000.00). Such fee shall be
paid in immediately available funds and, if not paid at within the five-day period set forth above, shall bear interest at the rate
per annum equal the “prime rate”, as published in The Wall Street Journal, Eastern Edition, in effect from time to time or (if
less) the maximum rate permitted by applicable Law, during the period from such effective date of termination to the date of
payment. Such interest shall be calculated daily on the basis of a year of three hundred and sixty five (365) days and the actual
number of days elapsed, without compounding. Each of the Buyer and the Acquisition Sub hereby acknowledges that in the
event that this Agreement is terminated under any of the circumstances set forth in subparagraphs (i) through (ii) of this
Section 10.3, the Seller and the Company would suffer direct and substantial damages, which damages cannot be determined
with reasonable certainty. The Termination Fee, plus any interest accrued and payable thereon, is to be paid by the Buyer to
compensate the Seller and the Company for such damages as liquidated damages, and it is specifically agreed that any and all
amounts paid pursuant to this Section 10.3 represents liquidated damages and not a penalty.

ARTICLE XI
GENERAL PROVISIONS

Section 11.1 Fees and Expenses. Except as otherwise provided herein, all fees and expenses incurred in connection with
or related to this Agreement and the Ancillary Agreements and the transactions contemplated hereby and thereby shall be paid
by the party incurring such
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fees or expenses, whether or not such transactions are consummated. In the event of termination of this Agreement, the
obligation of each party to pay its own expenses will be subject to any rights of such party arising from a breach of this
Agreement by the other.

Section 11.2 Amendment and Modification. Except as provided in Section 6.3, this Agreement may not be amended,
modified or supplemented in any manner, whether by course of conduct or otherwise, except by an instrument in writing
signed on behalf of each party and otherwise as expressly set forth herein.

Section 11.3 Waiver. No failure or delay of any party in exercising any right or remedy hereunder shall operate as a
waiver thereof, nor shall any single or partial exercise of any such right or power, or any abandonment or discontinuance of
steps to enforce such right or power, or any course of conduct, preclude any other or further exercise thereof or the exercise of
any other right or power. The rights and remedies of the parties hereunder are cumulative and are not exclusive of any rights or
remedies which they would otherwise have hereunder. Any agreement on the part of any party to any such waiver shall be
valid only if set forth in a written instrument executed and delivered by a duly authorized officer on behalf of such party.

Section 11.4 Notices. All notices and other communications hereunder shall be in writing and shall be deemed duly given
(a) on the date of delivery if delivered personally, or if by facsimile, upon written confirmation of receipt by facsimile, (b) on
the first Business Day following the date of dispatch if delivered utilizing a next-day service by a recognized next-day courier
or (c) on the earlier of confirmed receipt or the fifth (5th) Business Day following the date of mailing if delivered by registered
or certified mail, return receipt requested, postage prepaid. All notices hereunder shall be delivered to the addresses set forth
below, or pursuant to such other instructions as may be designated in writing by the party to receive such notice:

(a) if to the Seller or, prior to the Closing, the Company, to:

I-Flow Corporation
20202 Windrow Drive
Lake Forest, CA 92630
Attention: Chief Executive Officer
Facsimile: (949) 206-2603

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

Gibson, Dunn & Crutcher LLP
4 Park Plaza, Suite 1700
Irvine, CA 92614
Attention: Mark W. Shurtleff, Esq.
Facsimile: (949) 451-4220
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(b) if to the Company after the Closing, to:

InfuSystem, Inc.
c/o HAPC, Inc.
350 Madison Avenue
New York, NY 10017
Attention: Chief Executive Officer
Facsimile: (212) 418-5081

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

Morgan, Lewis & Bockius LLP
101 Park Avenue
New York, NY 10178
Attention: Howard Kenny, Esq.
Facsimile: (212) 309-6001

(c) if to the Buyer, to:

HAPC, Inc.
350 Madison Avenue
New York, NY 10017
Attention: Chief Executive Officer
Facsimile: (212) 418-5081

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

Morgan, Lewis & Bockius LLP
101 Park Avenue
New York, NY 10178
Attention: Howard Kenny, Esq.
Facsimile: (212) 309-6001

(d) if to the Acquisition Sub, to:

Iceland Acquisition Subsidiary, Inc.
c/o HAPC, Inc.
350 Madison Avenue
New York, NY 10017
Attention: Chief Executive Officer
Facsimile: (212) 418-5081
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with a copy (which shall not constitute notice) to:

Morgan, Lewis & Bockius LLP
101 Park Avenue
New York, NY 10178
Attention: Howard Kenny, Esq.
Facsimile: (212) 309-6001

Section 11.5 Interpretation. When a reference is made in this Agreement to a Section, Article or Exhibit such reference
shall be to a Section, Article or Exhibit of this Agreement unless otherwise indicated. The table of contents and headings
contained in this Agreement or in any Exhibit or Schedule are for convenience of reference purposes only and shall not affect
in any way the meaning or interpretation of this Agreement. All words used in this Agreement will be construed to be of such
gender or number as the circumstances require. Any capitalized terms used in any Exhibit or Schedule but not otherwise
defined therein shall have the meaning as defined in this Agreement. All Exhibits and Schedules annexed hereto or referred to
herein are hereby incorporated in and made a part of this Agreement as if set forth herein. The word “including” and words of
similar import when used in this Agreement will mean “including, without limitation”, unless otherwise specified.

Section 11.6 Entire Agreement. This Agreement (including the Exhibits and Schedules hereto), the Ancillary Agreements
and the Confidentiality Agreement constitute the entire agreement, and supersedes all prior written agreements, arrangements,
communications and understandings and all prior and contemporaneous oral agreements, arrangements, communications and
understandings, among the parties with respect to the subject matter of this Agreement. Neither this Agreement nor any
Ancillary Agreement shall be deemed to contain or imply any restriction, covenant, representation, warranty, agreement or
undertaking of any party with respect to the transactions contemplated hereby or thereby other than those expressly set forth
herein or therein or in any document required to be delivered hereunder or thereunder, and none shall be deemed to exist or be
inferred with respect to the subject matter hereof. Notwithstanding any oral agreement of the parties or their Representatives to
the contrary, no party to this Agreement shall be under any legal obligation to enter into or complete the transactions
contemplated hereby unless and until this Agreement shall have been executed and delivered by each of the parties.

Section 11.7 No Third-Party Beneficiaries. Nothing in this Agreement, express or implied, is intended to or shall confer
upon any Person other than the parties and their respective successors and permitted assigns any legal or equitable right,
benefit or remedy of any nature under or by reason of this Agreement, except as provided in Section 6.10 and Article VII.

Section 11.8 Governing Law. Except as otherwise specifically provided in this Agreement, this Agreement and all
disputes or controversies arising out of or relating to this Agreement or the transactions contemplated hereby shall be
governed by, and construed in accordance with, the internal laws of the State of New York, without regard to the laws of any
other jurisdiction that might be applied because of the conflicts of laws principles of the State of New York.
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Section 11.9 [This Section has been intentionally left blank.]

Section 11.10 Disclosure Generally. The fact that any item of information is disclosed in any Disclosure Schedule shall
not be construed to mean that such information is required to be disclosed by this Agreement. Such information and the dollar
thresholds set forth herein shall not be used as a basis for interpreting the terms “material” or “Material Adverse Effect” or
other similar terms in this Agreement.

Section 11.11 Personal Liability. This Agreement shall not create or be deemed to create or permit any personal liability
or obligation on the part of any direct or indirect stockholder of the Seller or the Buyer or any officer, director, employee,
Representative or investor of any party hereto.

Section 11.12 Assignment; Successors. Neither this Agreement nor any of the rights, interests or obligations under this
Agreement may be assigned or delegated, in whole or in part, by operation of law or otherwise, by any party without the prior
written consent of the other parties, and any such assignment without such prior written consent shall be null and void;
provided, however, that the Buyer or the Acquisition Sub may assign this Agreement to any Subsidiary of the Buyer without
the prior consent of the Seller or the Company and; provided further, that the Seller may assign any of its rights under this
Agreement, including the right to receive the Purchase Price, the Cash Purchase Price and/or the Promissory Note, to one or
more Affiliates of the Seller without the consent of the Buyer or the Company and; provided still further, that no assignment
shall limit the assignor’s obligations hereunder. Subject to the preceding sentence, this Agreement will be binding upon, inure
to the benefit of, and be enforceable by, the parties and their respective successors and assigns.

Section 11.13 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. Accordingly, each of
the parties shall be entitled to specific performance of the terms hereof, including an injunction or injunctions to prevent
breaches of this Agreement and to enforce specifically the terms and provisions of this Agreement in any California State or
federal court sitting in Orange County, California (or, if such court lacks subject matter jurisdiction, in any appropriate
California State or federal court), this being in addition to any other remedy to which they are entitled at law or in equity. Each
of the parties further hereby waives (a) any defense in any action for specific performance that a remedy at law would be
adequate and (b) any requirement under any law to post security as a prerequisite to obtaining equitable relief.

Section 11.14 Currency. All references to “dollars” or “$” or “US$” in this Agreement or any Ancillary Agreement refer to
United States dollars, which is the currency used for all purposes in this Agreement and any Ancillary Agreement.

Section 11.15 Severability. Whenever possible, each provision or portion of any provision of this Agreement shall be
interpreted in such manner as to be effective and valid under applicable Law, but if any provision or portion of any provision
of this Agreement is held to be invalid, illegal or unenforceable in any respect under any applicable Law or rule in any
jurisdiction, such invalidity, illegality or unenforceability shall not affect any other provision or
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portion of any provision in such jurisdiction, and this Agreement shall be reformed, construed and enforced in such
jurisdiction as if such invalid, illegal or unenforceable provision or portion of any provision had never been contained herein.

Section 11.16 Counterparts. This Agreement may be executed in two or more counterparts, all of which shall be
considered one and the same instrument and shall become effective when one or more counterparts have been signed by each
of the parties and delivered to the other parties.

Section 11.17 Facsimile Signature. This Agreement may be executed by electronic or facsimile signature and an
electronic or facsimile signature shall constitute an original for all purposes.

Section 11.18 Time of Essence. Time is of the essence with regard to all dates and time periods set forth or referred to in
this Agreement.

Section 11.19 Disclaimer of Implied Warranties.

(a) It is the explicit intent and understanding of each party hereto that no party hereto or any of such party’s
Affiliates or Representatives is making any representation or warranty whatsoever, oral or written, express or implied, as
to the accuracy or completeness of any information regarding the Company, except as expressly set forth in this
Agreement, and no party hereto is relying on any statement, representation or warranty, oral or written, express or implied,
made by any other party hereto or such other party’s Affiliates or Representatives, except for the representations and
warranties expressly set forth in this Agreement.

(b) In connection with the Buyer’s and the Acquisition Sub’s investigation of the Company, the Buyer and the
Acquisition Sub have received certain estimates, projections and other forecasts regarding the Company, including,
without limitation, the Confidential Information Memorandum, dated April 2006, of the Company. Each of the Buyer and
the Acquisition Sub acknowledges that there are uncertainties inherent in attempting to make such estimates, projections
and other forecasts, that each of the Buyer and the Acquisition Sub is familiar with such uncertainties and that each of the
Buyer and the Acquisition Sub is taking full responsibility for making its own evaluation of the adequacy and accuracy
of all estimates, projections and other forecasts so furnished to it (including the reasonableness of the assumptions
underlying such estimates, projections and forecasts). Accordingly, except for the representations and warranties
expressly set forth in this Agreement, neither the Seller nor the Company makes any representation or warranty of any
kind or nature with respect to such estimates, projections and other forecasts (including the reasonableness of the
assumptions underlying such estimates, projections and forecasts).

Section 11.20 Legal Representation. In any dispute or proceeding arising under or in connection with this Agreement, the
Seller shall have the right, at its election, to retain the firm of Gibson, Dunn & Crutcher LLP to represent it in such matter and
each of the Buyer, the Acquisition Sub and the Company, for itself and for its successors and assigns, hereby irrevocably
waives and consents to any such representation in any such matter. Each of the Buyer and the Company acknowledges that the
foregoing provision shall apply whether or not
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Gibson, Dunn & Crutcher LLP provides legal services to the Company or the Buyer after the Closing Date. Each of the Buyer,
the Acquisition Sub and the Company, for itself and its successors and assigns, hereby irrevocably acknowledges and agrees
that all communications between the Seller and its counsel, including without limitation Gibson, Dunn & Crutcher LLP, made
in connection with the negotiation, preparation, execution, delivery and closing under, or any dispute or proceeding arising
under or in connection with, this Agreement, or any matter relating to any of the foregoing, are privileged communications
between the Seller and such counsel and none of the Buyer, the Acquisition Sub or the Company, or any Person purporting to
act on behalf of or through the Buyer, the Acquisition Sub or the Company, will seek to obtain the same by any process.

Section 11.21 No Presumption Against Drafting Party. Each of the Buyer, the Acquisition Sub, the Seller and the
Company acknowledges that each party to this Agreement has been represented by counsel in connection with this Agreement
and the transactions contemplated by this Agreement. Accordingly, any rule of law or any legal decision that would require
interpretation of any claimed ambiguities in this Agreement against the drafting party has no application and is expressly
waived.

ARTICLE XII
PROVISIONS RELATING TO THE PROMISSORY NOTE

Section 12.1 Covenants.

(a) Ticking Fee. The Buyer shall pay a fee (the “Ticking Fee”), accruing from the date of this Agreement, which
Ticking Fee shall be due and payable in cash on the last business day of each month, in an amount equal to (i) 0.50% per
annum of the Maximum Amount, for the period from and including the date of this Agreement through and including the
day that is the 90th day following the date of this Agreement, (ii) 0.75% per annum of the Maximum Amount for the
period from and including the 91st day following the date of this Agreement through and including the day that is the
150th day following the date of this Agreement, (iii) 1.00% per annum of the Maximum Amount thereafter. The Ticking
Fee shall be calculated on the basis of a 360 day year. The Ticking Fee shall cease to accrue and all amounts then
outstanding in respect thereof shall be immediately due and payable upon the earlier to occur of (A) the Closing Date,
(B) the delivery by the Buyer to the Seller of a notice terminating the Buyer’s right to pay a portion of the Purchase Price
by issuing the Promissory Note on the Closing Date (because alternative financing has been arranged which will enable
the Buyer to pay the Purchase Price in cash in full at the Closing Date) or (C) the date that this Agreement is terminated in
accordance with the provisions of Article X.

(b) Delivery Fee. No later than five (5) calendar days after the date of this Agreement, the Buyer shall pay a fee (the
“Delivery Fee”) to the Seller in an amount equal to $100,000.00. In the event that the Buyer executes and delivers the
Promissory Note on the Closing Date, the Delivery Fee shall be credited against the Facility Fee (as defined below).

(c) Facility Fee. On the Closing Date, if the Buyer executes and delivers the Promissory Note, the Buyer shall pay a
fee (the “Facility Fee”) in an amount equal to 2.50% of the actual principal amount of the Promissory Note.
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(d) Expenses. Upon the earlier to occur of (i) the Closing Date and (ii) the Termination Date, the Buyer shall pay (or
reimburse the Seller for) all out of pocket expenses incurred by the Seller, including the fees, charges and disbursements
of counsel for the Seller, in connection with the preparation of the Promissory Note and the documents related thereto
(whether or not the transactions contemplated hereby or thereby shall be consummated).

(e) Indemnity. The Buyer shall save, defend, indemnify and hold harmless the Seller Indemnified Parties from and
against any and all Losses arising out of, in connection with or resulting from any claims, in connection with or relating
to the Promissory Note Documents or the financing for the transactions contemplated by this Agreement, brought by
(i) any person (or their Affiliates) with whom the Buyer may have engaged in discussions, or entered into agreements,
pertaining to proposed financing of the transactions or (ii) any shareholder or Affiliate of the Buyer;

provided, that the indemnity described in this Section 12.1(e) shall not, as to any Seller Indemnified Party, be
available to the extent that such Losses are determined by a court of competent jurisdiction by final and nonappealable
judgment to have resulted from the gross negligence or willful misconduct of such Seller Indemnified Party. The
provisions of this Section shall survive the Termination Date and the Closing Date and remain in full force and effect
thereafter.

(f) Disclosure. The Buyer will disclose to the Seller all agreements, instruments and corporate or other restrictions to
which it or any of its subsidiaries is subject, and all other matters known to it, that, individually or in the aggregate, could
reasonably be expected to result in a Material Adverse Change (as defined in the Term Sheet).

Section 12.2 No Limitations. Notwithstanding anything to the contrary in this Agreement, the obligations set forth in
Section 12.1 above shall be unconditional and absolute, and shall not be subject to any deductible, threshold, or similar
concept, including, without limitation, any of the limitations set forth in Section 7.5.

Section 12.3 Conditions to Effectiveness. The Seller shall not be obligated to provide the Financing as evidenced by the
Promissory Note until the date on which each of the following conditions is satisfied (or waived by the Seller):

(a) the conditions to the obligations of the Seller set forth in Sections 9.1 and 9.2 of this Agreement shall have been
satisfied (or waived in accordance with this Agreement).

(b) the negotiation, execution and delivery of definitive Promissory Note Documents to be based upon and
substantially consistent with the terms and conditions outlined in the Term Sheet (provided, that the parties hereto
acknowledge that the Term Sheet does not include all of the terms, conditions, covenants, representations, warranties,
default clauses, and other provisions that would be contained in the definitive Promissory Note Documents), which
Promissory Note Documents shall be prepared by counsel to the Seller and shall be in form and substance reasonably
satisfactory to the Seller, the Buyer and their respective counsel.

(c) All documents required to be delivered under the Promissory Note Documents, including satisfactory legal
opinions (covering such matters relating to the Note
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Parties (as defined in the Term Sheet), the Promissory Note Documents and the transactions contemplated thereby, as the
Seller shall reasonably request), corporate records and documents from public officials and officer’s certificates, shall
have been delivered.

(d) The Seller shall have received satisfactory evidence that the Seller shall have a valid and perfected first priority
(subject to liens on the Company in existence immediately prior to the Closing and certain exceptions to be set forth in
the Promissory Note Documents) lien and security interest in the Collateral (as defined in the Term Sheet).

(e) The Seller shall have received the unaudited financial statements of the Buyer for each quarterly period
completed prior to 46 days before the Closing Date, and for each monthly period completed prior to 31 days before the
Closing Date, all in form and substance satisfactory to the Seller.

(f) The absence of any action, suit, arbitration, litigation, investigation or proceeding pending or, to the knowledge
of the Buyer, threatened in any court or before any arbitrator or Governmental Authority that could reasonably be
expected to have a Material Adverse Change or that challenges the Promissory Note Documents or the transactions
contemplated thereby.

(g) The Seller shall have received all fees and other amounts due and payable on or prior to the Closing Date,
including, to the extent invoiced, reimbursement or payment of all out of pocket expenses required to be reimbursed or
paid by the Buyer or the Acquisition Sub hereunder.

(h) The Seller shall have received (i) evidence of the insurance required by the terms of the Promissory Note
Documents and (ii) certificates of insurance, naming the Seller as an additional insured or loss payee, as the case may be,
under all insurance policies maintained with respect to the assets and properties of the Note Parties that constitutes
Collateral.

(i) The Seller shall have received a solvency certificate (in form and substance satisfactory to the Seller), executed by
the chief financial officer of the Buyer, certifying that, after giving effect to the transactions occurring on the Closing
Date (including the issuance of the Promissory Note), the Note Parties, on a consolidated basis, are solvent.

(j) The Seller shall have received evidence satisfactory to the Seller that all existing indebtedness of the Note Parties
(other than indebtedness of the Company existing immediately prior to the Closing) shall have been repaid in full and all
commitments to lend or make other extensions of credit thereunder have been terminated and all Liens (as defined in the
Term Sheet) securing such indebtedness or other obligations thereunder (other than Permitted Liens (as defined in the
Term Sheet)) have been released and/or terminated.

(k) No Default (as defined in the Promissory Note Documents) under the Promissory Note shall exist, or would result
from the issuance of the Promissory Note, except for Defaults that would have existed if the Promissory Note Documents
applied to the Company (without giving effect to the transactions contemplated by this Agreement) immediately prior to
Closing.
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(l) The representations and warranties of each Note Party set forth in the Promissory Note Documents shall be true
and correct on and as of the Closing Date, except to the extent that such representations and warranties relate to the
Company (without giving effect to the transactions contemplated by this Agreement) and would not have been true and
correct if such representations and warranties were made by the Company immediately prior to Closing.

(m) The Seller shall have received a Guaranty (as defined in the Term Sheet) from each Guarantor (as defined in the
Term Sheet) in form and substance acceptable to the Seller.

(n) The Seller shall have completed a due diligence investigation of the Buyer and its subsidiaries in scope, and with
results, satisfactory to the Seller, including without limitation, as to general affairs, management, corporate structure,
capital structure, other debt instruments, material contracts, governing documents, prospects, financial position,
stockholders’ equity and results of operations, and the tax, accounting, legal, regulatory, environmental and other issues
relevant to the Buyer and its subsidiaries, and shall have been given access to the external independent auditors,
management, records, books of account, contracts and properties of the Buyer and its subsidiaries and shall have received
such financial, business and other information regarding the Buyer and its subsidiaries as it shall have requested.

(o) There shall have occurred no Material Adverse Change (as defined in the Term Sheet).

[The remainder of this page is intentionally left blank.]
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IN WITNESS WHEREOF, the Seller, the Company, the Buyer and the Acquisition Sub have caused this Agreement to be
executed as of the date first written above by their respective officers thereunto duly authorized.
 

I-FLOW CORPORATION

By:      
 Name:
 Title:

 
INFUSYSTEM, INC.

By:      
 Name:
 Title:

 
HAPC, INC.

By:      
 Name:
 Title:

 
ICELAND ACQUISITION SUBSIDIARY, INC.

By:      
 Name:
 Title:



EXHIBIT A

Form of Services Agreement

[See attached]



AMENDED AND RESTATED
SERVICES AGREEMENT

This Amended and Restated Services Agreement (this “Agreement”) is entered into effective as of the              day of
                                , 200   (the “Effective Date”), by and between I-Flow Corporation, a Delaware corporation (hereinafter
referred to as “I-Flow”), and InfuSystem, Inc., a California corporation (hereinafter referred to as “InfuSystem”).

WHEREAS, pursuant to that certain Stock Purchase Agreement, dated as of September 29, 2006 (the “Stock Purchase
Agreement”), by and among I-Flow, InfuSystem, HAPC, Inc., a Delaware corporation (the “Buyer”) and Iceland Acquisition
Subsidiary, Inc., a Delaware corporation (the “Acquisition Sub”), the Buyer is purchasing concurrently with the execution and
delivery of this Agreement all of the issued and outstanding capital stock of InfuSystem through the Acquisition Sub;

WHEREAS, I-Flow manufactures, markets, distributes and sells medical equipment and supplies, including, without
limitation, I-Flow’s ON-Q® Pain Management Systems and acute post-operative pain management, wound site management
and post-operative surgical treatment products and related supplies (hereafter collectively referred to as the “Products”);

WHEREAS, pursuant to that certain Services Agreement dated April 29, 2002, as amended, between InfuSystem and I-
Flow (the “Existing Agreement”), InfuSystem has been furnishing I-Flow with the Billing and Collection Services (as defined
herein) and Management Services (as defined herein) in connection with the Products;

WHEREAS, InfuSystem and I-Flow desire to amend and restate the Existing Agreement in its entirety as set forth in this
Agreement;

WHEREAS, I-Flow desires that InfuSystem continue to provide, from and after the closing of the transactions
contemplated by the Stock Purchase Agreement, I-Flow with the Billing and Collection Services and Management Services in
connection with the Products, and InfuSystem desires to so continue, all on the terms and conditions herein specified; and

WHEREAS, concurrently with the execution and delivery of this Agreement and the consummation of the transactions
contemplated by the Stock Purchase Agreement, in order to facilitate the continued business relationship between InfuSystem
and I-Flow pursuant to this Agreement, I-Flow and InfuSystem are entering into a License Agreement (the “License
Agreement”), pursuant to which InfuSystem is granting to I-Flow exclusive and non-exclusive licenses to InfuSystem’s
intellectual property related to third-party billing and collection services and management services for use in the field of acute
post-operative pain management and in other Products fields including, without limitation, wound site management and post-
operative surgical treatments, all subject to the terms and conditions set forth in the License Agreement.



NOW, THEREFORE, in consideration of the foregoing premises and the promises and covenants contained in this
Agreement, the License Agreement and the Stock Purchase Agreement, and for other good and valuable consideration, the
receipt and sufficiency of which are hereby acknowledged, the parties hereto hereby agree as follows:

1. NON-EXCLUSIVE RETENTION OF INFUSYSTEM TO FURNISH SERVICES; GRANT OF NON-EXCLUSIVE
LICENSE.

A. NON-EXCLUSIVE RETENTION OF INFUSYSTEM. I-Flow hereby retains InfuSystem, as an independent
contractor, to be I-Flow’s non-exclusive source for third-party billing and certain management services in connection
with the manufacturing, marketing, distribution and sale by I-Flow of I-Flow’s Products during the term of this
Agreement, all on the terms and conditions herein specified, and InfuSystem hereby accepts such retention.

B. GRANT OF NON-EXCLUSIVE LICENSE. I-Flow hereby grants to InfuSystem a non-exclusive, non-
transferable, non-assignable, non-sublicenseable, royalty-free license and sublicense to use during the term of this
Agreement any intellectual property owned or licensed by I-Flow, which does not require any payment by I-Flow of any
royalties or additional license fees or require any additional consent by any third party, solely in connection with
InfuSystem’s provision of the Billing and Collection Services (as hereinafter defined) and the Management Services (as
hereinafter defined) for I-Flow in accordance with and as defined in this Agreement (collectively, the “Licensed IP”).
InfuSystem agrees that it shall not use the Licensed IP for any other purpose, including, without limitation, providing any
such Billing and Collection Services or Management Services, in whole or in part, to any third party in the acute post-
operative pain management market. I-Flow represents and warrants that the Licensed IP does not violate or infringe any
patent, copyright, trademark, trade secret, or other intellectual property or contractual right of any third party, and the
Licensed IP is all that is necessary for InfuSystem to provide the Services.

2. SERVICES TO BE FURNISHED BY INFUSYSTEM.

A. BILLING AND COLLECTION SERVICES. Upon the terms and subject to the conditions contained in this
Agreement, InfuSystem shall furnish the following billing and collection services (the “Billing and Collection Services”)
to I-Flow:

(1.) InfuSystem shall furnish billing and collection services, including the billing of services and/or products to,
and collection of payments and reimbursements from, patients and applicable third-party payors, in material
compliance with all applicable laws, rules, regulations and the policies and guidelines applicable to each payor. The
billing of each such patient and/or applicable third-party payor shall be processed and completed by InfuSystem
within seven (7) Business Days (as defined below) following receipt by InfuSystem of all information required for
such billing from I-Flow’s Employees (as defined below). For purposes of this Agreement, the term “Business Day”
shall mean any day that is



not a Saturday, a Sunday or other day on which banks are required or authorized by applicable law to be closed in
New York, New York.

(2.) InfuSystem will provide third party claims submission using commercially reasonable efforts, consistent
with its practice prior to the Effective Date.

(3.) InfuSystem will, consistent with its practice prior to the Effective Date, provide assistance in working with
third-party professional and patient-care personnel to obtain necessary or appropriate medical records in a timely
manner, so as to allow for prompt and accurate billing of fees and charges for the Products. InfuSystem will,
consistent with its practice prior to the Effective Date, use commercially reasonable efforts to ensure that all
documentation, professional/patient care personnel attestations, and other information necessary or appropriate to
permit patient and third-party payor billing by InfuSystem shall materially comply with all applicable laws, rules
and regulations, and the policies and guidelines of third-party payors.

(4.) InfuSystem shall utilize such automated billing software and hardware as may be required or appropriate to
service I-Flow’s manufacturing, marketing, distribution and sale of the Products.

(5.) InfuSystem will notify appropriate I-Flow personnel in writing of any and all problems or questions that
occur with respect to billing, collections and/or accounts receivable within seven (7) Business Days from its
discovery of such problem and/or question.

(6.) InfuSystem will provide I-Flow with (i) weekly billings activity reports on Mondays of each week for the
previous calendar week, (ii) monthly reports of billings, collections, write-offs, adjustments and accounts receivable
within seven (7) Business Days after the end of each calendar month for such calendar month, (iii) quarterly MIKA
reports without payor details within seven (7) Business Days after the end of each calendar quarter for such calendar
quarter and (iv) if requested by I-Flow, quarterly MIKA reports with payor details within ten (10) Business Days after
the end of each calendar quarter for such calendar quarter.

(7.) InfuSystem will provide I-Flow with accounts receivable aging on a monthly basis.

(8.) InfuSystem will maintain reasonably detailed records of all collection efforts for each patient. Such records
will materially comply with the appropriate payor record-keeping requirements.

(9.) InfuSystem will provide collection services to I-Flow with respect to the collection of all open receivables,
consistent with its practice prior to the Effective Date.



(10.) It is understood and agreed by the parties that all amounts billed and collected by InfuSystem on behalf of
I-Flow shall be and at all times remain in I-Flow’s name and that InfuSystem shall continue to receive all checks,
negotiable instruments or other forms of payment directly from patients and third-party payors via the current I-Flow
lockbox. In the event I-Flow receives any payments from patients or third-party payors for the Products, I-Flow
agrees to provide or make available to InfuSystem a copy of the check, negotiable instrument, or other form of
payment and any explanation of benefits accompanying such payments. In the event InfuSystem receives any
payments from patients or third-party payors for the Products, InfuSystem shall immediately forward the payment to
I-Flow.

B. MANAGEMENT SERVICES. Upon the terms and subject to the conditions contained in this Agreement,
InfuSystem shall furnish the following management services (the “Management Services”, and together with the Billing
and Collection Services, the “Services”) to I-Flow:

(1.) Business Management Assistance. InfuSystem will provide I-Flow with (i) assistance as needed with
tracking of inventory owned by I-Flow and (ii) services of its managed care specialists in working with third-party
insurers with respect to maintenance of existing insurance coverage contracts for the Products, in each case
consistent with InfuSystem’s practice prior to the Effective Date.

(2.) Advice Concerning Regulatory, Legislative and Industry Changes. InfuSystem shall (i) advise I-Flow
from time to time of pending and current regulatory, legislative and industry changes that may affect I-Flow’s
manufacturing, marketing, distribution and sale of the Products and of which InfuSystem shall become aware
through reasonable good faith efforts, (ii) advise, consult and assist in the maintenance of I-Flow’s durable medical
equipment (DME) license related to the Products and (iii) perform all administrative tasks in connection with the
foregoing, including, without limitation, providing assistance and making appropriate records available in
connection with regulatory agency or other third-party audits, in each case consistent with InfuSystem’s practice
prior to the Effective Date.

(3.) Medical Record System. InfuSystem shall, consistent with its practice prior to the Effective Date, assist I-
Flow in establishing and maintaining the current system of medical and other records necessary for the third-party
billing for the Products. Such system shall be that which is customary and usual for a medical equipment supplier
and consistent with the requirements for reimbursement under third-party payor programs in which I-Flow
participates. All medical and other records shall remain the property of I-Flow.

(4.) Staff Development. InfuSystem will assist in staff development of I-Flow’s Employees. InfuSystem will
assist in staff education and training required under the Health Insurance Portability and Accountability Act of I-
Flow’s Employees.



3. I-FLOW’S OBLIGATIONS WITH RESPECT TO THE BILLING AND COLLECTION SERVICES.

A. In connection with the Services, I-Flow shall cause its personnel to execute, keep and make available to
InfuSystem all records of the Products supplied and all other forms and documents as shall be necessary or
appropriate to allow InfuSystem to perform the Services and to permit InfuSystem and I-Flow to meet the billing and
other requirements of any Federal or State law or other third-party payor and administrators. Such documents shall
include, without limitation, reimbursement assignments in such forms as may be required by applicable third-party
payors.

B. InfuSystem shall have access to necessary medical records pertaining to I-Flow’s patients provided with the
Products during the term of this Agreement and for a period of six (6) years following the last date of delivery of
service by InfuSystem under this Agreement for the purposes of completing, reviewing and calculating billings and
collections, and for any other reasonable purpose.

4. PERSONNEL TO BE FURNISHED BY I-FLOW. I-Flow, directly and/or through its agents other than InfuSystem,
shall provide and be responsible for personnel required for the operation of I-Flow’s business other than the Services expressly
provided by InfuSystem herein. Such personnel are collectively referred to herein as “I-Flow’s Employees.” I-Flow shall be
solely responsible for the salaries, compensation, benefits, and expenses of all of I-Flow’s Employees. InfuSystem shall have
no obligation, whatsoever, to furnish salaries, compensation, benefits and/or expenses to any of I-Flow’s Employees.

5. PERSONNEL TO BE FURNISHED BY INFUSYSTEM. Consistent with its practice prior to the Effective Date,
InfuSystem shall furnish, directly and/or through its agents, employees and subcontractors, and be fully responsible for, the
following personnel at such time and in such numbers as may reasonably be required for the efficient and productive
implementation and operation of its obligations: all personnel required in order to furnish I-Flow with all of the services
specified in Sections 2.A. and 2.B. above. The personnel described in this Section 5 to be furnished by InfuSystem are referred
to herein as “InfuSystem Personnel.” InfuSystem shall be solely responsible for the salaries, compensation, benefits, and
expenses of all InfuSystem Personnel. I-Flow shall have no obligation, whatsoever, to furnish salaries, compensation, benefits
and/or expenses to any InfuSystem Personnel. Proposed staffing increases and salary increases constituting Direct Costs (as
defined below) must be approved in writing (which approval shall not be unreasonably delayed, withheld or conditioned) in
advance by I-Flow.

6. COMPENSATION OF INFUSYSTEM. For the services provided by InfuSystem pursuant to this Agreement, I-Flow
shall pay InfuSystem a monthly service fee (the “Fee”) equal to the greater of (a) the actual monthly expenses for those
InfuSystem Personnel devoted exclusively to the Services for the Products (the “Direct Costs”), consisting of actual (i) salaries
and wages, (ii) payroll taxes, (iii) group insurance, plus an amount equal to forty percent (40%) of the sum of the amounts
described in subparagraphs (i) through (iii) above (in lieu of separate



allocations for rent, utilities, telephone, office expense, postage, management time and other administrative costs) or (b) a
performance-based fee equal to twenty-five percent (25)% of total actual net cash collections (net of adjustments) received
during such month for the Products. InfuSystem shall provide I-Flow with a monthly invoice (an “Invoice”) setting forth the
amount of the Fee payable, together with reasonably detailed supporting documentation substantiating such amount. I-Flow
shall pay the Fee set forth on such Invoice to InfuSystem within thirty (30) calendar days of receipt of such Invoice. If I-Flow
objects to any portion of the Fee set forth on any Invoice for any reason, it shall notify InfuSystem in writing of such objection
within twenty (20) calendar days of receipt such Invoice, and InfuSystem shall cooperate with I-Flow in good faith to resolve
such objection. InfuSystem hereby acknowledges that I-Flow shall have the right to, in good faith, withhold payment of that
portion of the Fee set forth on any Invoice with respect to which I-Flow notifies InfuSystem of its objection therewith within
the twenty-day period set forth in the immediately preceding sentence until such objection has been resolved to I-Flow’s
reasonable satisfaction.

7. APPLICABLE STANDARDS. All services rendered or furnished by InfuSystem under this Agreement shall be
rendered or furnished in a competent and professional manner and generally consistent with the level provided by InfuSystem
prior to the Effective Date. All billing and collection services will be performed materially in accordance with all applicable
statutes and regulations, and with the rules and policies of all applicable third-party payors.

8. TERM AND TERMINATION.

A. TERM. The initial term of this Agreement shall be three (3) years, commencing on the Effective Date; provided
that this Agreement shall be automatically renewed for succeeding terms of one (1) year each unless, at least one hundred
twenty (120) calendar days prior to the expiration of the then-current term, either party gives to the other party written
notice of its intent to not renew the Agreement. During any and all renewal terms of this Agreement, all of the terms and
provisions hereof will remain in full force and effect, save and except only as modified or amended in the manner
specified in this Agreement.

B. TERMINATION. This Agreement, during both the original term and any renewal terms hereof, cannot be
terminated prior to the expiration of the then-current term except as follows:

(1.) Termination by I-Flow. I-Flow shall have the right to terminate this Agreement at any time in its discretion
upon at least one hundred eighty (180) calendar days prior written notice to InfuSystem.

(2.) Termination by InfuSystem. InfuSystem shall have the right to terminate this Agreement by providing in
its discretion a notice at any time after the first anniversary of the Effective Date, which notice shall designate a
termination date no earlier than one hundred eighty (180) calendar days after the date of such notice.



(3.) After Notice and Opportunity to Cure. Either party shall have the right to terminate this Agreement if the
other party materially breaches this Agreement or materially defaults in the performance of a provision of this
Agreement and such material breach or default is not cured within sixty (60) calendar days after the defaulting party
receives written notice of such breach or default from the other party.

(4.) Immediately. Either party shall have the right to terminate this Agreement immediately upon delivery of
written notice of termination to the other party if such other party:

(a.) is in material breach or default under this Agreement and has failed to cure such breach or default
within the time specified for curing a material breach or default;

(b.) applies for or consents to the appointment of a receiver, trustee or liquidator of all or substantially all
of its assets, or files a petition or an answer seeking reorganization or to otherwise take advantage of any
insolvency law;

(c.) files a voluntary petition in bankruptcy, admits in writing its inability to pay its debts as they become
due, or makes a general assignment for the benefit of creditors;

(d.) is adjudicated bankrupt or insolvent by a court of competent jurisdiction or is the subject of such a
court’s order, judgment or decree approving a petition seeking its reorganization; or

(e.) has a receiver or trustee appointed by a court of competent jurisdiction to manage its assets, and such
receiver or trustee has not been discharged within forty-five (45) calendar days after appointment.

The effective date of any termination under this subsection (4.) shall be the date upon which the defaulting party
receives the written notice required by this subsection.

(5.) Upon Mutual Consent. This Agreement may be terminated upon the mutual written consent of the parties.

(6.) Upon Breach of Privacy Provisions. Upon I-Flow’s knowledge of a material breach by InfuSystem of
Section 23 of this Agreement, I-Flow may:

(a.) Provide an opportunity for InfuSystem to cure the breach or end the violation, which cure period may
be less than sixty (60) calendar days. Should I-Flow provide InfuSystem an opportunity to cure the breach or
end the violation of Section 23 and InfuSystem does not cure the



breach or end the violation within time specified by I-Flow, I-Flow shall have the right to terminate this
Agreement immediately;

(b.) Immediately terminate this Agreement if InfuSystem has breached a material term of Section 23 of
this Agreement and cure is not possible; or

(c.) If neither termination nor cure is feasible, I-Flow shall report the violation to the Secretary of the
Department of Health and Human Services.

C. RETURN OF RECORDS. Upon termination of this Agreement for any reason, all information and records owned
or provided by I-Flow to InfuSystem, or created or received by InfuSystem on behalf of I-Flow, including, without
limitation, any managed care contracts and any “Protected Healthcare Information,” as that term is defined by the Federal
Privacy Rule (hereafter “PHI” and, collectively with all such information and records, the “Information”), must be, at I-
Flow’s expense, returned to I-Flow or destroyed within thirty (30) calendar days of termination (or, if shorter in duration,
within the period of time provided by applicable law, rules or regulations). This provision shall apply to PHI that is in the
possession of subcontractors or agents of InfuSystem. InfuSystem shall retain no copies of the PHI.

In the event that InfuSystem determines that returning or destroying the Information is infeasible, InfuSystem shall
provide to I-Flow notification of the conditions that make return or destruction infeasible. Upon mutual agreement of the
parties, InfuSystem shall extend the protections of this Agreement to such Information and limit further uses and
disclosures of such Information to those purposes that make the return or destruction infeasible, for so long as InfuSystem
maintains such Information.

D. EFFECT OF TERMINATION OR NON-RENEWAL. In the event I-Flow (i) elects not to renew this Agreement
pursuant to Section 8(A), or (ii) terminates this Agreement pursuant to Section 8(B)(1), I-Flow shall be responsible for an
amount equal to the lower of (a) the aggregate amount of the rent payable by InfuSystem under the real property lease for
the space occupied by the InfuSystem Personnel (including any termination penalties or rental charges incurred following
such termination or non-renewal), determined reasonably and consistent with past practice, for the remainder of the then
current lease term as of the date of such notice of non-renewal or termination, as applicable (the “Current Lease Term”),
less all amounts actually received by InfuSystem in connection with any sublease or assignment of the real property lease
for such space, or (b) $50,000 (the lower of such two amounts, the “Rent Payable”). I-Flow shall pay the Rent Payable, if
any, to InfuSystem on or prior to the thirtieth (30th) calendar day following the end of the Current Lease Term.



9. ENTIRE AGREEMENT; AMENDMENT AND MODIFICATION; RELEASE.

A. This Agreement amends and restates the Existing Agreement in its entirety and supersedes the Existing
Agreement in all respects. This Agreement contains the entire agreement by and between the parties with respect to the
subject matter of this Agreement and supersedes any and all prior understandings, agreements and representations, both
oral and written, regarding the subject matter of this Agreement.

B. Any modification or amendment of or to this Agreement must be in writing and executed by I-Flow and by
InfuSystem. The parties agree to take such action as is necessary to amend this Agreement from time to time as necessary
for I-Flow or InfuSystem to comply with the requirements of the Federal Privacy Rule in the Standards for Privacy of
Individually Identifiable Health Information at 45 CFR 164.501 (the “Federal Privacy Rule”) and the Health Insurance
Portability and Accountability Act, Public Law 104-191.

C. Each of I-Flow, on the one hand, and InfuSystem, on the other hand, on behalf of itself and each of its respective
affiliates, employees, agents, successors and assigns (each, a “Releasing Party”), hereby fully releases and discharges the
other and each of its respective affiliates, employees, agents, successors and assigns (each, a “Released Party”), from, and
to the extent applicable, relinquishes, all rights, obligations, liabilities, claims and actions, whether known or unknown,
now existing or hereafter arising, at law or in equity or otherwise, that each such Releasing Party now has or may have
against any Released Party, arising out of or in connection with the Existing Agreement or the providing of comparable
services prior to the date hereof.

10. EFFECT OF INVALIDITY OR UNENFORCEABILITY. In the event that any of the provisions of this Agreement
or any section, paragraph, sentence, clause, phrase, word or numeral or the application thereof in any circumstance shall be
held by any court of competent jurisdiction to be invalid or unenforceable, such invalidity or unenforceability shall be
severable and severed from and shall not affect the validity or enforceability of such provisions, section, paragraph, sentence,
clause, phrase, word or numeral in any other circumstance and/or the validity or enforceability of the remainder of this
Agreement, unless such severance would materially destroy the intent of the parties in entering into this Agreement, in which
case the parties shall immediately commence negotiations in good faith to achieve a revised, fully valid and enforceable
Agreement; provided, however, that if such a revised, fully valid and enforceable Agreement is not executed by both parties
within thirty (30) calendar days after the event triggering severance, then either party may immediately terminate this
Agreement.

11. AGREEMENT NOT RESTRICTIVE. Except as otherwise expressly specified herein, nothing in this Agreement
shall be construed to prevent either party from otherwise conducting business, or entering into any contractual relationship
with any third party.



12. NOTICES. All notices required or permitted to be given under this Agreement shall be made in writing and shall be
sufficiently given only if personally delivered or mailed by overnight courier or certified or registered mail, return receipt
requested, to the party to receive notice at the following addresses:
 

As to I-Flow:   I-Flow Corporation
  20202 Windrow Drive
  Lake Forest, California 92630
  Attention: President

As to InfuSystem:   InfuSystem, Inc.
  1551 East Lincoln Ave.
  Madison Heights, MI 48071
  Attention: President

or to such other address as the intended recipient shall from time to time designate by written notice delivered in accordance
with this Section 12. The date of the giving or making of any such notice, request, demand or other communication shall be
the earlier of the date that its receipt is acknowledged in writing, or, if receipt is not so acknowledged, two (2) Business Days
after the date on which such notice, request, demand or other communication was sent, mailed or personally delivered.

13. BINDING EFFECT; ASSIGNMENT; NO THIRD-PARTY RIGHTS. This Agreement shall be binding upon and
inure to the benefit of the parties hereto and their respective successors and permitted assigns. Neither party may assign its
rights and/or delegate its duties or obligations under this Agreement without the prior, written consent of the other party,
except to a successor to all, or substantially all, of such party’s assets, whether by stock or asset acquisition or merger. Nothing
expressed or implied in this Agreement is intended to or shall be construed to confer upon or give any person or entity other
than InfuSystem and I-Flow any rights or remedies under or by reason of this Agreement or any transaction contemplated
hereby.

14. RELATIONSHIP OF THE PARTIES. Nothing herein contained shall constitute or be construed to create a
partnership, joint venture or employer/employee relationship between I-Flow and InfuSystem or between InfuSystem and any
of I-Flow’s Employees or between I-Flow and any InfuSystem Personnel. The relationship of I-Flow and InfuSystem under and
pursuant to this Agreement is that of principal and independent contractor, respectively. Neither party has nor shall have any
authority to bind the other party to any contractual obligation, whatsoever, except as expressly provided in this Agreement.

15. CONSTRUCTION AND INTERPRETATION.

A. This Agreement shall be construed and interpreted according to the internal laws of the State of Michigan.

B. The parties hereto agree that both parties participated in the drafting of this Agreement and that this Agreement
shall be construed without regard to any presumption or rule requiring construction against the party causing such
document to be prepared or drafted.

C. Any ambiguity in this Agreement shall be resolved in favor of a meaning that permits I-Flow to comply with the
Federal Privacy Rule.



16. LIABILITY AND INDEMNIFICATION.

A. InfuSystem shall be solely responsible for, and shall indemnify I-Flow and its directors, officers, employees,
agents and representatives against, any and all liabilities, losses, claims, suits, judgment, damages, costs, expenses,
interest and legal fees that proximately result from any act of, or omission by, InfuSystem or any of InfuSystem’s
Personnel, employees, contractors, agents or representatives.

B. I-Flow shall be solely responsible for, and shall indemnify InfuSystem and its directors, officers, employees,
agents and representatives against, any and all liabilities, losses, claims, suits, judgment, damages, costs, expenses,
interest and legal fees that proximately result from any act of, or omission by, I-Flow or any of I-Flow’s Employees or any
of I-Flow’s contractors, agents or representatives other than InfuSystem.

C. Subject to the provisions of subsections A. and B. of this Section 16, the parties shall make all reasonable efforts,
consistent with advice of counsel and the requirements of the respective insurance policies and carriers, to coordinate the
defense of all claims arising out of the Services to be provided under this Agreement.

D. I-FLOW HEREBY ACKNOWLEDGES AND AGREES THAT INFUSYSTEM HAS AGREED TO PROVIDE THE
SERVICES HEREUNDER SOLELY AS AN ACCOMMODATION TO I-FLOW AND THAT SUCH SERVICES ARE
PROVIDED ON THE BASIS AND IN THE MANNER PROVIDED IN THIS AGREEMENT SUCH THAT, EXCEPT AS
EXPRESSLY SET FORTH IN THIS AGREEMENT, NEITHER INFUSYSTEM NOR ITS AFFILIATES MAKES ANY
REPRESENTATIONS OR WARRANTIES OF ANY KIND, EXPRESS OR IMPLIED, AT LAW OR IN EQUITY WITH
RESPECT TO THE SERVICES OR THE SUBJECT MATTER OF THIS AGREEMENT, INCLUDING, WITHOUT
LIMITATION, ANY WARRANTY OF MERCHANTABILITY, FITNESS FOR ANY PARTICULAR PURPOSE, NON-
INFRINGEMENT, ACCURACY, AVAILABILITY, TIMELINESS, COMPLETENESS OR THE RESULTS TO BE
OBTAINED FROM SUCH SERVICES, AND INFUSYSTEM AND ITS AFFILIATES HEREBY DISCLAIM THE SAME.

E. NOTWITHSTANDING ANY PROVISION OF THIS AGREEMENT TO THE CONTRARY, UNDER NO
CIRCUMSTANCES SHALL EITHER PARTY BE LIABLE TO THE OTHER (A) FOR ANY PUNITIVE, EXEMPLARY OR
OTHER SPECIAL DAMAGES ARISING UNDER OR RELATING TO THIS AGREEMENT OR THE SUBJECT MATTER
HEREOF, AND/OR (B) FOR ANY INDIRECT, INCIDENTAL OR CONSEQUENTIAL DAMAGES (INCLUDING
WITHOUT LIMITATION LOSS OF USE, INCOME, PROFITS OR ANTICIPATED PROFITS, BUSINESS OR BUSINESS
OPPORTUNITY, SAVINGS, DATA, OR BUSINESS REPUTATION), ARISING UNDER OR RELATING TO THIS
AGREEMENT OR THE SUBJECT MATTER HEREOF, REGARDLESS OF WHETHER SUCH DAMAGES ARE BASED
IN CONTRACT, BREACH OF WARRANTY, TORT, NEGLIGENCE



OR ANY OTHER THEORY, AND REGARDLESS OF WHETHER SUCH PARTY HAS BEEN ADVISED OF, KNEW OF,
OR SHOULD HAVE KNOWN OF THE POSSIBILITY OF SUCH DAMAGES. THE EXCLUSIONS CONTAINED IN THIS
SECTION 16E SHALL NOT APPLY TO INFUSYSTEM’S AND I-FLOW’S INDEMNIFICATION OBLIGATIONS SET
FORTH IN SECTIONS 16A AND 16B.

17. WAIVER. The waiver by any party to this Agreement of any provision of this Agreement or of any breach of this
Agreement shall not operate as or be construed as a continuing waiver of such provision or a waiver of any continuing breach,
subsequent breach, or any other breach, and any statement or conduct by or of any party or such party’s representative with
respect to any such waiver shall not estop such party from asserting or exercising any rights with respect to any provision or
any subsequent, continuing or other breach. No waiver shall be valid unless it is asserted in a written document and signed by
the duly authorized representative of the party against whom such waiver is being asserted.

18. CHANGE OF CIRCUMSTANCES. In the event that any party hereto is prohibited by any governmental statutes,
rules or regulations, or the policies and guidelines of any third-party payor from participating in the arrangement provided for
and contemplated by this Agreement, the party claiming such condition shall immediately give written notice of same to the
other party, and both parties shall promptly negotiate in good faith toward an acceptable alternative arrangement; provided,
however, that if the parties cannot agree upon and execute an agreement implementing such an alternative arrangement within
thirty (30) calendar days from the date of such written notice, then this Agreement shall be deemed terminated as of the date
required to maintain compliance with all applicable local, state and federal statutes, rules and regulations.

19. ARBITRATION; ATTORNEYS’ FEES. Any and all disputes between InfuSystem and I-Flow pertaining to and/or
arising out of this Agreement and/or the interpretation, performance and/or breach of this Agreement shall, to the extent that
the relief sought is within the jurisdiction of an arbitrator in a statutory arbitration to award, be settled exclusively by
arbitration in Michigan, in accordance with the JAMS Comprehensive Arbitration Rules and Procedures then in effect;
provided, however, that the parties may, by mutual agreement, modify such rules of JAMS then in effect to provide for the
parties’ exercise of whatever discovery mechanisms, prior to the arbitration hearing, they may mutually agree upon; provided,
further, that the arbitrator shall be chosen mutually by the parties and shall not have jurisdiction or authority to change, add to,
or subtract from any of the provisions of this Agreement and shall issue a written decision, including findings of fact and
conclusions of law. The arbitrator’s decision shall be final and binding and judgment may be entered on the arbitrator’s award
in any court of competent jurisdiction.

If any party to this Agreement shall bring any action, suit, arbitration, mediation, counterclaim or appeal for any relief against
any other party, declaratory or otherwise, to enforce the terms hereof or to declare rights hereunder, the Prevailing Party in such
action shall be entitled to recover as recoverable costs in any such action its actual attorneys’ fees and costs, all expert fees and
costs, all court and arbitration expenses, and any other costs reasonably and properly incurred, including any fees and costs
incurred in bringing and prosecuting such action and enforcing any order, judgment, ruling, or award granted as part of such
action. As used in this Section, “Prevailing Party” shall include, without limitation, a party which obtains substantially the
relief sought by it.



20. JURISDICTION; FORUM SELECTION. To the extent that the relief sought in any action brought by any party
hereto against the other arising out of or in any way related to any of the terms or provisions of this Agreement or to the
performance or breach thereof, whether such action is at law or in equity, is beyond the jurisdiction of an arbitrator in a
statutory arbitration to award, the parties agree that the sole forum for any such action shall be a court of competent
jurisdiction in Michigan.

21. CORPORATE AUTHORITY. Each party to this Agreement represents and warrants to the other that it has the right,
power, legal capacity and authority to enter into and perform its obligations under this Agreement, and that all necessary
approvals and consents have been obtained in connection with the execution and performance of this Agreement. Each party
further represents and warrants that its execution and delivery of this Agreement has been duly authorized by its respective
governing body.

22. CONFIDENTIALITY. The parties recognize that in connection with the performance of this Agreement, the parties
may furnish and disclose to each other confidential and proprietary information including, without limitation, information
relating to the parties’ respective organization, personnel, business activities, policies, finances, costs, marketing plans,
projected revenues, technology, rights, obligations, liabilities, strategies and customer lists (collectively, “Confidential
Information”). Each party, to the extent it comes into possession of Confidential Information of the other party, agrees that,
except as expressly contemplated by this Agreement, it shall not directly or indirectly use such Confidential Information for its
own benefit or in connection with its business relationships with patients/customers/clients of the owner of the Confidential
Information, and shall take all reasonable care to ensure that such Confidential Information shall not be disclosed to any third
party, including imposing reasonable confidentiality requirements with respect to such Confidential Information on its
employees, agents, counsel, accountants and other representatives, except insofar as: (i) disclosure may be specifically
authorized in writing from time to time by the owner of the Confidential Information; (ii) such Confidential Information is
required to be disclosed in connection with performance of this Agreement, or pursuant to any right or license granted by the
owner of the Confidential Information; (iii) the recipient of the Confidential Information can demonstrate, by independent
documentation, that such Confidential Information was previously made public by the Confidential Information’s owner;
(iv) the recipient of the Confidential Information can demonstrate, by independent documentation, that such Confidential
Information was in the public domain, prior to its disclosure hereunder and otherwise than as a consequence of a breach of its
obligations hereunder; (v) the recipient of the Confidential Information can demonstrate, by independent documentation, that
such Confidential Information was known by the recipient prior to its disclosure hereunder or was independently developed
by the recipient without the aid or use of any information disclosed hereunder; or (vi) such disclosure is required under
compulsion of law, including subpoena, civil investigative demand, oral questions or interrogatories, or other compulsory
process; provided that, the Confidential Information’s owner shall be given notice of service of such demand or process and a
reasonable opportunity to defend against such demand or process, and the party against whom such demand or process is
asserted provides all reasonable cooperation in opposing the same to the fullest extent permitted by law. Each of the parties,
for itself and its successors and assigns, acknowledges that any violation of this



Section 22 would seriously and irreparably injure the owner of the Confidential Information. In addition to all other remedies
permitted by law or in equity and without limiting any action at law or in equity to which such owner may be entitled, the
owner of any Confidential Information shall be entitled to seek injunctive relief, without bond, to enforce the terms and
conditions stated herein.

23. PRIVACY. In the course of providing services pursuant to this Agreement, InfuSystem may receive or create PHI on
behalf of I-Flow. As a result, InfuSystem may be deemed a “Business Associate” of I-Flow, as that term is defined at 45 CFR
160.103, and must utilize appropriate safeguards to prevent the use or disclosure of PHI other than as provided for by this
Agreement.

A. To this end, InfuSystem agrees as follows:

(1.) InfuSystem agrees not to use or further disclose PHI other than as permitted or required by this Agreement or
as required by law.

(2.) InfuSystem agrees to use appropriate safeguards to prevent use or disclosure of PHI other than as provided
for by this Agreement. InfuSystem agrees to implement administrative, physical and technical safeguards that
reasonably and appropriately protect the confidentiality, integrity and availability of electronic PHI that it creates,
receives, maintains or transmits on behalf of I-Flow.

(3.) InfuSystem agrees to mitigate, to the extent practicable, any harmful effect that is known to InfuSystem of a
use or disclosure of PHI by InfuSystem in violation of the requirements of this Agreement.

(4.) InfuSystem agrees to report to I-Flow any use or disclosure of PHI not provided for by this Agreement of
which InfuSystem becomes aware. InfuSystem agrees to report to I-Flow any security incident, as that term is defined
at 45 CFR 164.304, of which it becomes aware.

(5.) InfuSystem agrees to ensure that any agent, including a subcontractor, to whom it provides PHI received
from or created by InfuSystem on behalf of I-Flow agrees to the same restrictions and conditions that apply through
this Agreement to InfuSystem with respect to such information. InfuSystem agrees to ensure that any agent,
including a subcontractor, to whom it provides electronic PHI agrees to implement reasonable and appropriate
safeguards to protect it.

(6.) InfuSystem agrees to provide access, at the request of I-Flow, and in the time and manner designated by I-
Flow, to PHI in a “Designated Record Set” as that term is defined at 45 CFR 164.501, to I-Flow or, as directed by I-
Flow, to an “Individual” as that term is defined at 45 CFR 160.103 (and shall include a person who qualifies as a
personal representative in accordance with 45 CFR 164.502(g)) in order to meet the requirements under 45 CFR
164.524 which govern an Individual’s right to access to his or her own PHI.



(7.) InfuSystem agrees to make any amendment(s) to PHI in a Designated Record Set that I-Flow directs or
agrees to pursuant to 45 CFR 164.526 at the request of I-Flow or an Individual, and in the time and manner
designated by I-Flow.

(8.) InfuSystem agrees to make internal practices, books, and records, including policies and procedures and
PHI, relating to the use and disclosure of PHI received from, or created or received by InfuSystem on behalf of I-Flow
available to I-Flow or to the Secretary of the Department of Health and Human Services (hereafter referred to as the
“Secretary”), in a time and manner designated by I-Flow or the Secretary, for purposes of the Secretary determining I-
Flow’s compliance with the Federal Privacy Rule.

(9.) InfuSystem agrees to document such disclosures of PHI and information related to such disclosures as
would be required for I-Flow to respond to a request by an Individual for an accounting of disclosures of PHI in
accordance with 45 CFR 164.528.

(10.) InfuSystem agrees to provide to I-Flow or an Individual, in time and manner designated by I-Flow,
information collected in accordance with this Agreement, to permit I-Flow to respond to a request by an Individual
for an accounting of disclosures of PHI in accordance with 45 CFR 164.528.

B. Pursuant to the Federal Privacy Rule, I-Flow shall inform InfuSystem of privacy practices and restrictions as
follows:

(1.) I-Flow shall provide InfuSystem with the notice of privacy practices that I-Flow produces in accordance
with 45 CFR 164.520, as well as any changes to such notice.

(2). I-Flow shall provide InfuSystem with any changes in, or revocation of, permission by Individual to use or
disclose PHI, to the extent such changes affect InfuSystem’s permitted or required uses and disclosures.

(3.) I-Flow shall notify InfuSystem of any restriction to the use or disclosure of PHI that I-Flow has agreed to in
accordance with 45 CFR 164.522 to the extent such restriction may affect InfuSystem’s use or disclosure of PHI.

C. Permitted Uses and Disclosures.

(1.) Except as otherwise limited in this Agreement, InfuSystem may use or disclose PHI to perform functions,
activities, or services for, or on behalf of, I-Flow as specified in this Agreement, provided such use or disclosure
would not violate the Federal Privacy Rule if done by I-Flow or the minimum necessary policies and procedures of I-
Flow. I-Flow shall not request InfuSystem to use or disclose PHI in any manner that would not be permissible under
the Federal Privacy



Rule if done by I-Flow or that would violate I-Flow’s minimum necessary policies and procedures.

(2.) Except as otherwise limited in this Agreement, InfuSystem may use PHI for the proper management and
administration of InfuSystem or to carry out the legal responsibilities of InfuSystem.

(3.) Except as otherwise limited in this Agreement, InfuSystem may disclose PHI for the proper management and
administration of InfuSystem, provided that disclosures are “Required By Law” as that term is defined at 45 CFR
164.501, or InfuSystem obtains reasonable assurances from the person to whom the information is disclosed that it
will remain confidential and used or further disclosed only as Required By Law or for the purpose for which it was
disclosed to the person, and the person notifies InfuSystem of any instances in which it is aware in which the
confidentiality of the information has been breached.

(4.) Except as otherwise limited in this Agreement, InfuSystem may use PHI to provide “Data Aggregation”
services to I-Flow as permitted by 42 CFR 164.504(e)(2)(i)(B).

(5.) InfuSystem may use PHI to report violations of law to appropriate Federal and State authorities, consistent
with 42 CFR 164.502(j)(1).

24. SURVIVAL. The respective rights and obligations of InfuSystem under Sections 8(C), 9 through 17, 19 through 21,
23 and 24 of this Agreement shall survive the termination of this Agreement. The obligations of each party under this
Section 22 shall survive any termination of this Agreement and expire upon the fifth (5th) anniversary of the effective date of
such termination.

25. COUNTERPARTS. This Agreement may be signed in one or more counterparts, each of which shall be deemed an
original, but all of which together shall constitute one and the same instrument.

[The remainder of this page is intentionally left blank.]



IN WITNESS WHEREOF, InfuSystem and I-Flow have caused this Agreement to be executed by their respective duly
authorized officers as of the Effective Date specified on the first page of this Agreement.
 

INFUSYSTEM, INC.

By:   

 

Name: Steven E. Watkins
Title: President

 
I-FLOW CORPORATION

By:   

 

Name: Donald M. Earhart
Title: Chairman, President and
          Chief Executive Officer

 
Signature Page to Amended and Restated Services Agreement



EXHIBIT B

Form of License Agreement

[See attached]



LICENSE AGREEMENT

This LICENSE AGREEMENT (this “Agreement”), dated as of             , 200             (the ”Effective Date”), is by and
between InfuSystem, Inc., a California corporation (“InfuSystem”), on the one hand, and I-Flow Corporation, a Delaware
corporation (“I-Flow”), on the other hand. Each of I-Flow and InfuSystem may be referred to herein individually as a “Party”
or collectively as the “Parties.”

RECITALS

WHEREAS, InfuSystem is the owner of certain intellectual property related to the provision of billing and management
services, including intellectual property jointly developed by I-Flow and InfuSystem;

WHEREAS, I-Flow manufactures, markets, distributes and sells medical equipment and supplies, including, without
limitation, I-Flow’s ON-Q® Pain Management Systems and acute post-operative pain management, wound site management
and post-operative surgical treatment products and related supplies (hereafter collectively referred to as the “Products”);

WHEREAS, pursuant to that certain Services Agreement dated April 29, 2002, as amended, between InfuSystem and I-
Flow (the “Existing Agreement”), InfuSystem has been furnishing I-Flow with the Billing and Collection Services and
Management Services in connection with the Products;

WHEREAS, pursuant to that certain Stock Purchase Agreement, dated as of September 29, 2006 (the “Stock Purchase
Agreement”), by and among I-Flow, InfuSystem, HAPC, Inc., a Delaware corporation (the “Buyer”) and Iceland Acquisition
Subsidiary, Inc., a Delaware corporation (the “Acquisition Sub”), the Buyer is purchasing concurrently with the execution and
delivery of this Agreement all of the issued and outstanding capital stock of InfuSystem through the Acquisition Sub;

WHEREAS, concurrently with the execution and delivery of this Agreement and the consummation of the transactions
contemplated by the Stock Purchase Agreement, I-Flow and InfuSystem are amending and restating the Existing Agreement
(the “Services Agreement”), pursuant to which InfuSystem will continue to provide Billing and Collection Services and
Management Services to I-Flow and I-Flow will grant a certain non-exclusive license to InfuSystem, pursuant to Section 1.B.
of the Services Agreement, to enable InfuSystem to provide such services to I-Flow; and

WHEREAS, in order to facilitate the continued business relationship between InfuSystem and I-Flow pursuant to the
Services Agreement, I-Flow desires to obtain, and InfuSystem desires to grant, exclusive and non-exclusive licenses to
InfuSystem’s intellectual property related to third-party billing and collection services and management services for use in the
field of acute post-operative pain management and in other Products fields including, without limitation,



wound site management and post-operative surgical treatments, all subject to the terms and conditions set forth in this
Agreement.

NOW, THEREFORE, in consideration of the foregoing premises and the promises and covenants contained in this
Agreement, the Services Agreement and the Stock Purchase Agreement, and for other good and valuable consideration, the
receipt and sufficiency of which are hereby acknowledged, the parties hereto hereby agree as follows:

AGREEMENT
 
1. Definitions. The following definitions shall apply to the terms below:

1.1 “Affiliate” shall mean, with respect to any specified Person, a Person that directly, or indirectly through one or more
intermediaries, controls, or is controlled by, or is under common control with, the Person specified.

1.2 “Agreement” shall have the meaning set forth in the preamble.

1.3 “Billing and Collection Services” shall have the meaning ascribed thereto in the Services Agreement.

1.4 “Effective Date” shall have the meaning set forth in the preamble.

1.5 “Exclusively Licensed Intellectual Property” shall have the meaning set forth in Section 2.1.

1.6 “Field of Use” shall mean the field of acute post-operative pain management treatments.

1.7 “I-Flow” shall have the meaning set forth in the preamble.

1.8 “InfuSystem” shall have the meaning set forth in the preamble.

1.9 “InfuSystem Intellectual Property” shall mean all Intellectual Property owned by InfuSystem as of the Effective
Date relating to or used in the delivery or performance of Services.

1.10 “Intellectual Property” shall mean all know-how, trade secrets, and any other information that is protected by
statutory or common law against unauthorized use.

1.11 “Licensed Intellectual Property” shall have the meaning set forth in Section 2.2.

1.12 “Litigation” shall have the meaning set forth in Section 3.1.

1.13 “Management Services” shall have the meaning ascribed thereto in the Services Agreement.



1.14 “Other Fields” shall mean all fields other than the Field of Use, including, without limitation, the fields of wound
site management and post-operative surgical treatments.

1.15 “Non-Exclusively Licensed Intellectual Property” shall have the meaning set forth in Section 2.2.

1.16 “Party” shall have the meaning set forth in the preamble.

1.17 “Parties” shall have the meaning set forth in the preamble.

1.18 “Person” shall mean any individual, partnership, firm, corporation, association, trust, unincorporated organization
or other entity, as well as any syndicate or group that would be deemed to be a person under Section 13(d)(3) of the
Securities Exchange Act of 1934, as amended.

1.19 “Prevailing Party” shall have the meaning set forth in Section 7.4.

1.20 “Services” shall mean Billing and Collection Services and/or Management Services.

1.21 “Third Party” shall mean any Person other than InfuSystem, I-Flow, or an Affiliate of either.

 
2. License Grant and Ownership of Improvements.

2.1 InfuSystem hereby grants to I-Flow an unrestricted, perpetual, irrevocable, worldwide, assignable, royalty-free and
exclusive license to use and/or sublicense the InfuSystem Intellectual Property, solely in the Field of Use (the ”Exclusively
Licensed Intellectual Property”) for the benefit of I-Flow.

2.2 InfuSystem hereby grants to I-Flow an unrestricted, perpetual, irrevocable, worldwide, assignable, royalty-free and
non-exclusive license to use and/or sublicense the InfuSystem Intellectual Property in the Other Fields (the “Non-Exclusively
Licensed Intellectual Property” and, together with the Exclusively Licensed Intellectual Property, the “Licensed Intellectual
Property”) for the benefit of I-Flow.

2.3 The license granted under Section 2.1 of this Agreement shall be exclusive as to all Parties or entities, including
InfuSystem. InfuSystem shall have no right to make, use, sell, offer for sale, and/or import the Exclusively Licensed
Intellectual Property in the Field of Use. Accordingly, InfuSystem agrees and covenants not to, directly or indirectly, make,
use, sell, license offer for sale, and/or import the Exclusively Licensed Intellectual Property in the Field of Use for any purpose
or by any means without the express prior written consent of I-Flow, which consent may be withheld in I-Flow’s sole and
exclusive discretion.

2.4 The licenses granted under Sections 2.1 and 2.2 of this Agreement shall not limit InfuSystem’s ability to use any of
the Licensed Intellectual Property in the Other Fields.



3. Infringement and Enforcement.

3.1 I-Flow may, but has no obligation to, take any and all actions to enforce the Licensed Intellectual Property (including
without limitation instituting litigation) against any suspected infringement or misappropriation by any Third Party
(“Litigation”). I-Flow shall bear all the expenses and costs with respect to any such Litigation it elects to undertake and I-
Flow shall be entitled to all damages recovered in such Litigation.

3.2 At I-Flow’s request, InfuSystem agrees to reasonably cooperate in any such Litigation. I-Flow agrees to pay
InfuSystem’s reasonable out-of-pocket costs and expenses in connection with such Litigation. If InfuSystem desires to retain
separate counsel in connection with such Litigation, however, InfuSystem shall bear its own costs and expenses concerning
the Litigation, including, without limitation, the costs and expenses of such separate counsel. Notwithstanding InfuSystem’s
participation in such Litigation, I-Flow shall retain the full right to control such Litigation, including, without limitation, any
settlement of such Litigation. I-Flow shall have the right to settle any Litigation on such terms and conditions reasonably
acceptable to InfuSystem.

3.3 NOTWITHSTANDING ANY PROVISION OF THIS AGREEMENT TO THE CONTRARY, UNDER NO
CIRCUMSTANCES SHALL EITHER PARTY BE LIABLE TO THE OTHER (A) FOR ANY PUNITIVE, EXEMPLARY OR
OTHER SPECIAL DAMAGES ARISING UNDER OR RELATING TO THIS AGREEMENT OR THE SUBJECT MATTER
HEREOF, AND/OR (B) FOR ANY INDIRECT, INCIDENTAL OR CONSEQUENTIAL DAMAGES (INCLUDING WITHOUT
LIMITATION LOSS OF USE, INCOME, PROFITS OR ANTICIPATED PROFITS, BUSINESS OR BUSINESS OPPORTUNITY,
SAVINGS, DATA, OR BUSINESS REPUTATION), ARISING UNDER OR RELATING TO THIS AGREEMENT OR THE
SUBJECT MATTER HEREOF, REGARDLESS OF WHETHER SUCH DAMAGES ARE BASED IN CONTRACT, BREACH OF
WARRANTY, TORT, NEGLIGENCE OR ANY OTHER THEORY, AND REGARDLESS OF WHETHER SUCH PARTY HAS
BEEN ADVISED OF, KNEW OF, OR SHOULD HAVE KNOWN OF THE POSSIBILITY OF SUCH DAMAGES.

 
4. Representations and Warranties.

4.1 InfuSystem hereby represents and warrants to I-Flow that:

(i) it has all of the requisite power and authority to enter into this Agreement and to perform its obligations
hereunder and that this Agreement has been duly and validly authorized, executed and delivered by InfuSystem;

(ii) this Agreement constitutes the legal, valid and binding obligation of InfuSystem, enforceable against InfuSystem
in accordance with its terms;

(iii) it is the owner of the Licensed Intellectual Property and the Licensed Intellectual Property does not infringe or
misappropriate the intellectual property of any Third Party; and



(iv) it has the entire right to enter this Agreement and grant the licenses contemplated hereby.

4.2 I-Flow hereby represents and warrants to InfuSystem that:

(i) it has all of the requisite power and authority to enter into this Agreement and that this Agreement has been duly
and validly authorized, executed and delivered by I-Flow; and

(ii) this Agreement constitutes the legal, valid and binding obligation of I-Flow, enforceable against I-Flow in
accordance with its terms.

 
5. Term and Termination.

5.1 The term of this Agreement shall commence on the Effective Date and shall continue in perpetuity, unless terminated
by I-Flow by written notice to InfuSystem, provided that upon the later of (i) the third (3rd) anniversary of the Effective Date or
(ii) termination of the Services Agreement for any reason, without any action by any of the parties hereto, the exclusive license
granted by InfuSystem to I-Flow pursuant to Section 2.1 of this Agreement shall automatically be deemed amended to become
a non-exclusive license and no longer an exclusive license, and Section 2.3 shall cease to have any force or effect. Except as
provided in the immediately preceding sentence and as otherwise mutually agreed by the parties, all terms and conditions of
this Agreement, including, without limitation, those pertaining to the licenses themselves, shall remain in full force and effect
during the term of this Agreement.

5.2 This Agreement may not be terminated by InfuSystem.

 
6. Notices.

Any notice required or permitted to be given to a Party pursuant to this Agreement shall be deemed to have been given
only if such notice is reduced to writing and (i) delivered personally, (ii) sent by reputable overnight courier service for next
business day delivery to the address given below, or (iii) sent by facsimile machine (with proof of transmission capability) to
the fax number set forth below, with a hard copy to be sent by first class mail to the address given below:
 
If to InfuSystem:   If to I-Flow:

InfuSystem, Inc.
1551 East Lincoln Ave.
Madison Heights, MI 48071
Attention: President   

I-Flow Corporation
20202 Windrow Drive
Lake Forest, CA 92630
Attention: President

or to such other address or facsimile number as either Party shall have specified by notice in writing to the other Party.



If delivered personally or by facsimile during normal business hours on a business day, a notice shall be deemed
delivered when actually received at the address specified above. In any other case, notice shall be deemed delivered on the
next business day following the date on which it was sent.

 
7. Miscellaneous.

7.1 Confidentiality. The parties recognize that in connection with the performance of this Agreement, the parties may
furnish and disclose to each other confidential and proprietary information including, without limitation, information relating
to the parties’ respective organization, personnel, business activities, policies, finances, costs, marketing plans, projected
revenues, technology, rights, obligations, liabilities, strategies and customer lists (collectively, “Confidential Information”).
Each party, to the extent it comes into possession of Confidential Information of the other party, agrees that, except as
expressly contemplated by this Agreement, it shall not directly or indirectly use such Confidential Information for its own
benefit or in connection with its business relationships with patients/customers/clients of the owner of the Confidential
Information, and shall take all reasonable care to ensure that such Confidential Information shall not be disclosed to any third
party, including imposing reasonable confidentiality requirements with respect to such Confidential Information on its
employees, agents, counsel, accountants and other representatives, except insofar as: (i) disclosure may be specifically
authorized in writing from time to time by the owner of the Confidential Information; (ii) such Confidential Information is
required to be disclosed in connection with performance of this Agreement, or pursuant to any right or license granted by the
owner of the Confidential Information; (iii) the recipient of the Confidential Information can demonstrate, by independent
documentation, that such Confidential Information was previously made public by the Confidential Information’s owner;
(iv) the recipient of the Confidential Information can demonstrate, by independent documentation, that such Confidential
Information was in the public domain, prior to its disclosure hereunder and otherwise than as a consequence of a breach of its
obligations hereunder; (v) the recipient of the Confidential Information can demonstrate, by independent documentation, that
such Confidential Information was known by the recipient prior to its disclosure hereunder or was independently developed
by the recipient without the aid or use of any information disclosed hereunder; or (vi) such disclosure is required under
compulsion of law, including subpoena, civil investigative demand, oral questions or interrogatories, or other compulsory
process; provided that, the Confidential Information’s owner shall be given notice of service of such demand or process and a
reasonable opportunity to defend against such demand or process, and the party against whom such demand or process is
asserted provides all reasonable cooperation in opposing the same to the fullest extent permitted by law. The obligations of
each party under this Section 7.1 shall survive any termination of this Agreement and expire upon the fifth (5th) anniversary of
the effective date of such termination. Each of the parties, for itself and its successors and assigns, acknowledges that any
violation of this Section 7.1 would seriously and irreparably injure the owner of the Confidential Information. In addition to
all other remedies permitted by law or in equity and without limiting any action at law or in equity to which such owner may
be entitled, the owner of any Confidential Information shall be entitled to seek injunctive relief, without bond, to enforce the
terms and conditions stated herein.

7.2 Assignability. This Agreement is assignable by I-Flow without restriction. This Agreement may not be assigned by
InfuSystem, except with the written consent of I-Flow, which



consent may be withheld in I-Flow’s sole and exclusive discretion, or to a successor to all, or substantially all of InfuSystem’s
assets. Any purported assignment by InfuSystem in violation of the foregoing shall be void.

7.3 Governing Law. This Agreement shall be governed by and construed in accordance with the internal laws of the State
of Michigan, without giving effect to the choice of law rules thereof.

7.4 Attorneys’ Fees. If any Party to this Agreement shall bring any action, suit, arbitration, mediation, counterclaim or
appeal for any relief against any other Party, declaratory or otherwise, to enforce the terms hereof or to declare rights hereunder,
the Prevailing Party in such action shall be entitled to recover as recoverable costs in any such action its actual attorneys’ fees
and costs (including reasonable fees and costs for in-house counsel), all expert fees and costs, all court and arbitration
expenses, and any other costs reasonably and properly incurred, including any fees and costs incurred in bringing and
prosecuting such action and enforcing any order, judgment, ruling, or award granted as part of such action. As used in this
Section, “Prevailing Party” shall include, without limitation, a Party which obtains substantially the relief sought by it.

7.5 Counterparts. This Agreement may be executed in two or more counterparts (including by means of facsimile), each
of which shall be deemed an original, but all of which together shall constitute one and the same instrument.

7.6 Severability. Should any part or provision of this Agreement be rendered or declared invalid by reason of any law or
by decree of a court of competent jurisdiction, the validity of any other term, clause, or provision shall not be affected
provided that such invalid or unenforceable provision is and can be replaced with an enforceable clause which most closely
achieves the result intended by such invalid clause.

7.7 Headings. The headings used in this Agreement are for reference only and shall not affect the meaning or
interpretation of any provision of this Agreement.

7.8 Drafting. The Parties agree that this Agreement shall not be construed against either Party as the drafter.

7.9 Waiver. No waiver or delay by either Party of any breach of the covenants contained herein to be performed by the
other Party shall be construed as a waiver of any succeeding breach of the same or any other covenants or conditions hereof.

7.10 Entirety of Agreement. This Agreement supersedes any prior understandings or agreements, whether written or oral,
and any contemporaneous oral agreements, between the Parties hereto in regard to the subject matter hereof and contains the
entire agreement between the Parties in regard to the subject matter hereof. This Agreement may not be changed or modified
orally, but only by an agreement, in writing, signed by both parties hereto.

[The remainder of this page is intentionally left blank.]



IN WITNESS WHEREOF, the Parties have caused this Agreement to be executed and delivered by their duly authorized
representatives, effective as of the Effective Date set forth above.
 

I-FLOW CORPORATION

By:   

 

Name: Donald M. Earhart
Title: Chairman, President and
          Chief Executive Officer

 
INFUSYSTEM, INC.

By:   

 

Name: Steven E. Watkins
Title: President



EXHIBIT C

Copy of the Term Sheet

[See attached]



InfuSystem, Inc.

Summary of Terms and Conditions of the Proposed Promissory Note

This Summary does not purport to summarize all the terms, conditions, representations, warranties and other provisions with
respect to the transactions referred to herein. Subject to the conditions set forth in the Stock Purchase Agreement dated as of
September 29, 2006 (the “Purchase Agreement”) to which this Summary is attached, Seller agrees to make a Term Loan to
Buyer on and subject to the terms and conditions set forth described herein. Capitalized terms used herein without definition
have the meaning set forth in the Purchase Agreement. Except as required by applicable law (including the filing of
disclosure documents with the Securities and Exchange Commission in connection with the transactions contemplated by the
Purchase Agreement), this Summary is confidential and may not be disclosed to any person or entity other than the Parent’s
and the Company’s respective officers, directors, employees and professional advisors.

The Term Loan shall be subject to the terms and conditions set forth in definitive Promissory Note Documents, which will be
consistent with the terms and conditions hereof and shall be negotiated in good faith by the parties, with such qualifiers and
exceptions as are usual and customary and reasonable in light of the business of the Company.
 
Company:

  

Iceland Acquisition Subsidiary, Inc., a Delaware corporation, which upon issuance of the Promissory Note
(as defined below) will merge into InfuSystem, Inc., a California corporation (the “Company” and, together
with the Guarantors (as defined below), collectively, the “Note Parties” or each individually a “Note
Party”).

Guarantors:

  

HAPC, Inc., a Delaware corporation (the “Parent”) and each of the Parent’s or the Company’s existing and
future direct and indirect wholly-owned subsidiaries (collectively, the Parent and such subsidiaries are the
“Guarantors”), shall guaranty (the “Guaranty”) all obligations under the Promissory Note (as defined
below). All guaranties shall be guarantees of payment and not of collection.

Noteholder:
  

I-Flow Corporation or an affiliate of I-Flow Corporation to be identified and/or its successors or assigns
(each a “Noteholder”).

Promissory
Note:

  

The senior secured term loan (the “Term Loan”) shall be in an amount equal to the sum of (A)
$55,000,000.00 and (B) the dollar amount (which amount may be zero) actually returned to shareholders of
the Parent voting against the Acquisition (as defined below) and requesting a return of their investment in
accordance with the terms of such investment; provided,



  

however, that if the sum of clauses (A) and (B) exceeds $75,000,000.00 (the “Maximum Amount”), the Term
Loan shall be in an amount equal to the Maximum Amount. The Term Loan shall be evidenced by a note
payable to the Noteholder (the “Promissory Note”).

Availability:   On the Closing Date .

Closing Date:
  

December 30, 2006 or such other date (prior to the termination of the Purchase Agreement) as all conditions
to the funding of the Term Loan have been satisfied (the “Closing Date”).

Maturity Date:   The date that is 4 years after the Closing Date (the “Maturity Date”).

Amortization:   Quarterly amortization of principal (in equal installments) as follows:

   Year   Amortization:

  1   5% of initial aggregate Term Loan
  2   10% of initial aggregate Term Loan
  3   10% of initial aggregate Term Loan

  

4
  

15% of initial aggregate Term Loan and on the Maturity Date any and all other amounts
outstanding under the Promissory Note.

Interest Rates:   Calculated on a 360-day basis:

  Current Rate:  A floating rate equal to LIBOR Rate + 5.50% or Base Rate + 4.50%.

  Default Rate:   2.00% in addition to the Current Rate, payable on demand

  

As used herein, the terms “Base Rate” and “LIBOR Rate” shall have meanings customary and appropriate
for non-bank financings of this type, and the basis for calculating accrued interest and the interest periods for
loans bearing interest based on LIBOR shall be customary and appropriate for non-bank financings of this
type; provided that (i) the LIBOR Rate will be based on one month interest periods (as set forth in the Wall
Street Journal on the first Business Day of each month) and (ii) at no time would LIBOR be less than 3.00%
and at no time would the Base Rate be less than 4.00%.

Administration
Fee:   

Administration Fee of $75,000.00 per annum, payable to the Noteholder annually in advance on the Closing
Date and on each anniversary thereof.



Payment
Schedule:

  

Interest at the Current Rate is due monthly for borrowings bearing interest with reference to the Base Rate;
on the last day of selected interest periods (which shall be one, two, three or six months) for borrowings
bearing interest with reference to LIBOR (and at the end of every quarter, in the case of interest periods of
longer than one quarter); and upon prepayment, in each case payable in arrears.
 

Interest at the Default Rate is due on demand following an event of default under the Promissory Note.
 

Principal is due in accordance with the amortization schedule referred to above and on the Maturity Date
unless earlier payment is required from Mandatory Prepayments or following a default.

Prepayment
Premium:

  

The Term Loan may be prepaid in whole or in part so long as the Prepayment Premium (as defined below) is
paid concurrently therewith. In the event all or any portion of the Term Loan is repaid, is permanently
reduced for any reason (whether pursuant to an optional or mandatory prepayment (other than scheduled
amortization payments and prepayments from Excess Cash Flow required below) prior to the third
anniversary of the Closing Date, such repayments shall require the Company to pay a premium equal to (i)
2.00% of the principal amount of such repayment, if such repayment occurs on or prior to the date which is
0-12 months after the Closing Date, (ii) 1.0% of the principal amount of such repayment , if such repayment
occurs after the date which is more than 12 months after the Closing Date but on or prior to the date which
is 36 months after the Closing Date (the “Prepayment Premium”).

Mandatory
Prepayments:   

The Company shall make the following mandatory prepayments (subject to certain basket amounts and
other exceptions to be negotiated in the definitive Promissory Note Documents):

  

(i)     Asset Sales: Prepayments in the amount of all of the net after tax cash proceeds in excess of amounts to
be determined in any fiscal year of the sale or other disposition of any property or assets of any Note
Party or its respective subsidiaries, other than net cash proceeds of sales or other dispositions of
inventory in the ordinary course of business.



  

(ii)    Insurance Proceeds: Prepayments in the amount of all of the net cash proceeds in excess of amounts to
be determined in any fiscal year of condemnation/insurance on account of any loss or taking of any
property or assets of any Note Party or its respective subsidiaries, other than net cash proceeds (not in
excess of an amount to be agreed upon in the aggregate) that are reinvested in other assets useful in
the business of the Note Parties within a time period to be negotiated in the Promissory Note
Documents.

 

(iii)  Issuance of Equity: Prepayment in an amount equal to all of the net cash proceeds received from the
issuance of equity by any Note Party or it respective subsidiaries.

  

(iv)   Incurrence of Indebtedness: Prepayments in an amount equal to all of the net cash proceeds received
from the incurrence of indebtedness by any Note Party or its respective subsidiaries (other than
Permitted Debt (as defined below)).

 

(v)    Excess Cash Flow: Prepayments in an amount equal to 75.0% of Excess Cash Flow (to be defined in
the Promissory Note Documents); provided that any debt prepaid with Lender’s 75.0% of Excess
Cash Flow shall not be subject to the Prepayment Premium.

 

(vi)   Tax Refunds: Prepayments in the amount of tax refunds in excess of amounts to be determined in any
fiscal year received by any Note Party.

 

(vii) Revolving Credit Facility: Upon entry by any Note Party into a revolving credit facility, prepayments
in an amount equal to the principal amount available under such revolving credit facility, any such
prepayments not to exceed $5,000,000.00 in the aggregate.

Prepayment
Application:

  

Optional and mandatory prepayments of the Promissory Note shall be applied in the following order: (i)
first, to due and unpaid fees and expenses; (ii) second, to accrued interest at the Default Rate (if applicable);
(iii) third, to accrued interest at the Current Rate; (iv) fourth, to the Prepayment Premium, if applicable; (v)
fifth, to the outstanding principal amount of the Promissory Note; and (vi) sixth, to any remaining amounts
due to the Noteholder under the Promissory Note Documents.



Use of Proceeds:
 

On the Closing Date, it is anticipated that the aggregate proceeds of the Promissory Note shall be used as
follows:

 

Uses:

  

$72,900,000 - Proposed acquisition of InfuSystem, Inc. (the “Acquisition”)
 

$2,100,000 - Closing costs and fees.

Collateral:

 

The Promissory Note shall be secured by all assets of the Note Parties, including but not limited to, the
following (subject to exceptions agreed to by the Noteholder) (all such security being the “Collateral”):
 

A)    Excepting only Permitted Liens (as defined below) (wherein a 2nd priority security interest shall be
granted to the Noteholder), a 1st priority security interest in 100% of each Note Party’s property and
assets, whether real, personal, tangible, or intangible, and wherever located, including, to the extent
allowable by law, but not limited to all cash, deposit accounts, accounts receivable, contract rights,
equipment, inventory, and owned and leased real property; and all other tangible and intangible assets
of every type and nature whether now existing or hereafter created, acquired, or arising;

 

B)     Pledge of 100% of the issued and outstanding ownership interests in each Note Party (other than the
Parent) and 100% of the outstanding ownership interests in each other entity held by each Note Party
and in any new subsidiaries formed or acquired post-closing (except with respect to foreign
subsidiaries, in which case 65% of the interests will be pledged);

 

C)     With respect to locations where a material amount of Collateral is kept, an agreement in form and
substance satisfactory to Seller whereby the landlord in respect of each such location (i) acknowledges
Seller’s lien on such Collateral, (ii) releases or subordinates the landlord’s lien on such Collateral and
(iii) provides the Seller with access to the Collateral located at such location; and



  

D)    Collateral assignment, subordination and pledge agreements for all Note Party notes receivable, inter-
company notes receivable, subsidiary receivables, and advances, etc, if any.

Cash
Management:

  

From and after the Closing Date, all collection of the Note Parties shall be deposited in deposit accounts
subject to deposit account control agreements satisfactory to the Noteholder. The cash management system
of the Note Parties shall be otherwise maintained in a manner satisfactory to the Noteholder.

Representations
and Warranties:

  

Usual and customary for transactions of this type, including, without limitation: (i) due organization and
authorization; (ii) execution, delivery and enforceability of the Promissory Note Documents; (iii) financial
condition and solvency; (iv) no material adverse change in or effect on (i) the business, condition (financial
or otherwise), assets, liabilities (actual or contingent), operations, management, performance, properties, or
prospects of the Parent, since December 31, 2005, (ii) the ability of any Note Party to perform its
obligations under the Promissory Note Documents or (iii) the ability of the Noteholder to enforce the
Promissory Note Documents (any of the foregoing being a “Material Adverse Change”); (v) title to
properties and insurance matters; (vi) no material litigation; (vii) use of proceeds and not engaging in
business of purchasing/carrying margin stock; (viii) status under Investment Company Act; (ix) liens; (x)
tax matters, (xi) compliance with law, contracts, and organizational documents; (xii) environmental and
ERISA matters; (xiii) no required governmental or third party consents or approvals; and (xiv) full
disclosure.

Financial
Covenants:

  

Usual and customary for transactions of this type, including, without limitation:
 

Maximum Total Leverage Ratio: Maintenance on a rolling four quarter basis of a maximum leverage ratio
(total funded debt of the Notes Parties divided by EBITDA (to be defined in the definitive Promissory Note
Documents) of the Notes Parties). Initially set at 4.75x until December 31, 2006, with step-downs to be
determined.
 

Minimum Fixed Charge Coverage Ratio: Maintenance on a rolling four quarter basis of a minimum fixed
charge coverage ration (EBITDA of the Note Parties divided by cash interest expense plus scheduled
principal repayments plus capital expenditures plus income taxes actually paid in accordance with



  

GAAP). To be determined, but in no case lower than 1.10x. Until four fiscal quarters shall have elapsed, the
Fixed Charge Coverage Ratio shall be calculated, on any date of determination following the Closing Date,
by dividing: (x) the aggregate EBITDA of the Note Parties for all fiscal quarters through such date by (y) the
aggregate Fixed Charges of the Note Parties for all fiscal quarters up through such date.
 

Maximum Capital Expenditures: Capital expenditures for any fiscal year shall be less than certain specified
amounts to be determined by the Noteholder and the Company.
 

Minimum Liquidity: To be determined.
 

Minimum EBITDA: To be determined.
 

Notwithstanding anything herein to the contrary, the foregoing covenants and ratios will be established by
good faith negotiation between the parties, consistent with reasonable projections and the needs of the
business.

Covenants and
Other Terms and
Conditions:

  

Usual and customary for transactions of this type, including, without limitation (all subject to exceptions to
be provided in the Promissory Note Documents):
 

A)    The Parent shall provide annual audited financial statements of the Parent and its subsidiaries prepared
by a nationally recognized accounting firm acceptable to the Noteholder within 90 days of the
Parent’s fiscal year-end including consolidated balance sheet, consolidated and unaudited
consolidating statements of income, consolidated and unaudited consolidating statements of cash
flows, and notes, and auditor’s letter to management (to the extent available), together with a
management comparison against the prior fiscal year and the annual fiscal budget;

  

B)     The Company shall provide no later than January 15th of each fiscal year, a consolidated plan and
financial forecast through the Maturity Date including a forecasted consolidated balance sheet,
statements of income, and cash flows, and an explanation of the assumptions on which such forecasts
are based and demonstrating projected compliance with financial covenants;

  C)     The Company shall provide copies of its federal income tax returns within 15 days after filing;



 

D)    The Company shall provide quarterly financial statements of the Parents and its subsidiaries and
covenant compliance certificates within 45 days after each fiscal quarter-end, including consolidated
balance sheet, consolidated statement of income, consolidated statement of cash flows, consolidating
income statement, and consolidating balance sheet, for such quarter and for the period from the
beginning of such year to the end of such quarter, together with a comparison against the
corresponding period in the prior fiscal year and the annual fiscal budget as well as other operating
reports as may be reasonably requested by the Noteholder;

 

E)     The Company shall provide monthly financial statements of the Parent and its subsidiaries within 30
days of month-end (including months which began prior to the Closing Date), including consolidated
balance sheet, consolidated statement of income, consolidated statement of cash flows, consolidating
income statement, and consolidating balance sheet, for such month and for the period from the
beginning of such year to the end of such month, together with a comparison against the
corresponding period in the prior fiscal year and the annual fiscal budget as well as other operating
reports as may be reasonably requested by the Noteholder;

 

F)     The Company shall provide accounts receivable and accounting payable aging schedules as of the end
of each quarter, within 30 days of the end of each quarter, or more often as may be requested by the
Noteholder;

 

G)    The Company shall maintain appropriate levels of insurance on all material Collateral with the
Noteholder named as loss payee;

 

H)    The Note Parties shall have no other debt or liens except (i) for debt to the Noteholder under the
Promissory Note Documents, (ii) a revolving credit facility in a principal amount not exceeding
$5,000,000 (to be secured by a first priority security interest in certain working capital assets to be
determined in the Promissory Note Documents), (iii) debt and related liens incurred under capital
leases and for equipment financing not to exceed an amount to be determined in the Promissory Note
Documents, (iv) debt and liens, with respect to the Company, permitted to exist under the Purchase
Agreement, (v) ordinary course liens, such as for taxes not yet due and payable, carriers,



 

mechanics and materialmen’s liens, workers compensation deposits, and similar liens; (vi)
intercompany debt among Loan Parties, (vii) hedging obligations not for speculation, and (viii) other
debt and liens reasonably acceptable to the Noteholder (such permitted debt is referred to as
“Permitted Debt” and such permitted liens are referred to as “Permitted Liens”);

 

I)      The Note Parties shall not become or remain liable with respect to any guaranties or similar contingent
obligations except for the Guaranties and guaranties of the revolving credit facility;

 

J)      No Note Party shall liquidate, or dissolve, or enter into any consolidation, merger or other combination,
or sell, lease or transfer any of its assets (including any sale-leaseback) except in the ordinary course of
business;

 

K)    No Note Party shall make or enter into an contracts to make (i) business acquisitions, including, without
limitation, any purchase of the assets of any division or line of business of any person, (ii) investments,
including, without limitation, any purchase of beneficial interests in any other person (except for
investments in the ordinary course of business (to be established by good faith negotiation)), or
(iii) loans or advances to any other person, in each case, except to the extent permitted under the
Promissory Note Documents or otherwise with the Noteholder’s prior written consent;

 

L)     No Note Party shall engage in any transactions with its affiliates except to the extent permitted under
the Promissory Note Documents or otherwise permitted with the prior written consent of the
Noteholder;

 

M)    No Note Party shall prepay, redeem, purchase, defease, exchange or repurchase any Permitted Debt
(except the revolving credit facility debt and purchase money debt) or amend or modify any of the
terms of any Permitted Debt or Permitted Liens (except for extensions and renewals thereof in the
ordinary course of business), except to the extent permitted under the Promissory Note Documents;

 N)    No Note Party shall declare or pay any dividend or distribution in cash property, assets or in kind;

 

O)    No Note Party shall engage in businesses other than those businesses the Note Parties are engaged in on
the Closing Date;



  

P)     No Note Party shall amend, terminate or waive any provisions of any material contract to the extent
such amendment, termination or waiver would reasonably be expected to be materially adverse to the
Note Parties taken as a whole; and

  

Q)    The Company shall enter into and maintain interest rate protection agreements in a form and upon
terms acceptable to the Noteholder, issued by an institution acceptable to the Noteholder with a
duration of a period of at least two years at a time, which ensure that the net interest cost to the
Company is fixed, capped, or hedged with respect to at least 50% of the total indebtedness of the
Note Parties outstanding on the Closing Date or any renewal date of such interest protection
agreements.

Events of
Default:

  

Customary and appropriate and acceptable to the Noteholder and Buyer, including without limitation the
following (subject to grace and cure periods, baskets, and materiality qualifiers to be negotiated and
provided in the Note Purchase Documents):

  

A)    Failure to pay when due any principal, interest, premium, fees or other amounts owed under the
Promissory Note Documents;

  B)     Cross-default to other indebtedness and similar obligations;

  C)     Failure to comply with covenants and other agreements in the Promissory Note Documents;

  D)    Breach of any representations or warranties in any material respect;

  

E)     Any liquidation, bankruptcy, reorganization, or any other insolvency proceeding is commenced by or
against any Note Party or any of their subsidiaries;

  F)     Judgments in excess of amounts acceptable to the Noteholder;

  G)    The occurrence of certain ERISA related events;

  H)    The occurrence of a material adverse change

  

I)      The occurrence of a Change of Control (to be defined in the Promissory Note Documents) on a fully
diluted basis



  

of the economic and voting interests in the capital stock of the Company; and
 

J)      Failure, invalidity, repudiation or impairment of the Guaranties or of the security interests in the
Collateral.

Assignments:

  

The Noteholder may sell, transfer, negotiate or assign to one or more of their affiliates or one or more banks,
financial institutions or other entities that are eligible assignees (as defined in the Promissory Note
Documents) a portion of its loans, rights and obligations under the Promissory Note Documents subject to
compliance with other limitations to be set forth in the Note. The Noteholder will also have rights to sell
participations, subject to customary limits on voting rights.

Brokers’ Fees:

  

Except for fees payable by the Noteholder to Bank of America in connection with the Purchase Agreement,
the Company will agree to assume obligations to pay broker fees (to the extent applicable), and the
Company will agree to indemnify the Noteholder and hold the Noteholder harmless from and against any
claim of any other potential lender, broker or finder arising out of any transaction or any commitment
issued to the Company.

Indemnification;
Expenses:

  

Customary and appropriate provisions relating to indemnity, expense reimbursement and related matters in
a form reasonably satisfactory to the Noteholder and Buyer, including, without limitation, the indemnity
and expense reimbursement provisions set forth in the Purchase Agreement.

Choice of Law;
Jurisdiction:

  

The Promissory Note Documents will be governed by and construed in accordance with the laws of the
State of New York. The Note Parties will submit to the non-exclusive jurisdiction and venue of the federal
and state courts of the State of New York and shall waive any right to trial by jury.



SCHEDULE 1.1(a)

Knowledge

Donald Earhart

Jim Dal Porto

Jim Talevich

Roger Massengale

Steve Watkins

Steve Revere

Jan Skonieczny



SCHEDULE 8.3

Allocation of Purchase Price
 

Cash   $ 521,000 
Accounts receivable    12,134,000(1)
Inventories    214,000 
Prepaid expenses and other current assets    101,000 
Property, net    11,687,000 
Goodwill
    117,164,000 

Total Purchase Price   $141,821,000(2)

Cash Purchase Price    140,000,000 
Liabilities Assumed: (3)   

Accounts payable    906,000 
Accrued payroll and related expenses    874,000 
State income taxes payable    31,000 
Other current liabilities    10,000 

Total Purchase Price   $141,821,000 
 

(1) net receivables of $10,390,000 plus bad debt reserve of $1,744,000
 

(2) allocated assets excludes deferred tax asset - current of $710,000
 

(3) liabilities assumed excludes deferred tax liability and accrued use tax liability

The above figures shall be adjusted to reflect the actual amounts as of the Closing Date, and to take into account any Purchase
Price adjustments.



DISCLOSURE SCHEDULES

[See attached]



Exhibit 10.2

CONTINUING GUARANTY

THIS GUARANTY (this “Guaranty”) is made and entered into as of the 29th day of September, 2006 by Pat LaVecchia,
Sean D. McDevitt and Philip B. Harris (each a “Guarantor”, and together, the “Guarantors”) in favor of I-Flow Corporation, a
Delaware corporation (“Seller”).

RECITALS

A. WHEREAS, Seller and HAPC, Inc. a Delaware corporation (the “Buyer”) desire to enter into the Stock Purchase
Agreement dated as of September 29, 2006 (the “SPA”; terms defined in the SPA and not otherwise defined herein are used
herein as therein defined ) among the Seller, Buyer, InfuSystem, Inc., a California corporation and Iceland Acquisition
Subsidiary, Inc, a California corporation.

B. WHEREAS, it is a condition precedent to the Closing that the Guarantors deliver this Guaranty.

NOW, THEREFORE, in consideration of the above Recitals, which are incorporated into the Agreement below by
reference as if fully set forth therein, and for other good and valuable consideration, the receipt and sufficiency of which are
hereby acknowledged by each Guarantor, Guarantors agree with Seller as follows:

ARTICLE I
AGREEMENTS

Section 1.1 Guaranty. Guarantors, jointly and severally, unconditionally guarantee the full and prompt payment to Seller
when due of the Termination Fee (the “Guaranteed Obligations”).

Section 1.2 Continuing Guaranty. This Guaranty is given by the Guarantors and each of them, without regard to any
other guaranty by the other signers hereof, or otherwise, and each Guarantor agrees that it shall continue in full force and effect
notwithstanding the death or release of, or the extension of time to, any of the other Guarantors. This Guaranty shall be
construed as a continuing, absolute and unconditional guaranty of payment (and not merely of collection) without regard to:
(a) the legality, validity or enforceability of the Guaranteed Obligations or any agreement, instrument or lien evidencing,
guaranteeing or securing the Guaranteed Obligations; (b) any defense (other than payment), set-off or counterclaim that may at
any time be available to the Buyer or any other Guarantor against, and any right of setoff at any time held by, the Seller; or
(c) any other circumstance whatsoever (with or without notice to or knowledge of Guarantors), whether or not similar to the
foregoing, that constitutes, or might be construed to constitute, an equitable or legal discharge of the Buyer or any other
Guarantor, in bankruptcy or in any other instance.

Section 1.3 Obligations Joint and Several. The obligations of the Guarantors hereunder are joint and several, and
independent of the obligations of the Buyer, and a separate



action or actions may be brought and prosecuted against any or all of the Guarantors whether action is brought against the
Buyer or any other Guarantor or whether the Buyer or any other Guarantor be joined in any such action or actions; and
Guarantors waive the benefit of any statute of limitations affecting their liability hereunder or the enforcement thereof.

Section 1.4 Authorization. The Guarantors hereby authorize the Seller, without notice to or further assent by the
Guarantors, and without affecting the Guarantors’ liability hereunder (regardless of whether any subrogation or similar right
that the Guarantors may have or any other right or remedy of the Guarantors is extinguished or impaired), from time to time to:
(a) terminate, release, compromise, subordinate, extend, accelerate or otherwise change the amount or time, manner or place of
payment of, or rescind any demand for payment or acceleration of, the Guaranteed Obligations or any part thereof, or otherwise
amend the terms and conditions of the SPA, or any provision thereof (provided that the amount of the Termination Fee or the
terms under which it becomes payable may not be amended without the prior written consent of the Guarantors); (b) take and
hold collateral from the Buyer or any other Person, perfect or refrain from perfecting a lien on such collateral, and exchange,
enforce, subordinate, release (whether intentionally or unintentionally), or take or fail to take any other action in respect of,
any such collateral or lien or any part thereof; (c) exercise in such manner and order as it elects in its sole discretion, fail to
exercise, waive, suspend, terminate or suffer expiration of, any of the remedies or rights of the Seller against the Buyer or any
other obligor in respect of any Guaranteed Obligations or any collateral securing the Guaranteed Obligations; (d) release, add
or settle with any obligor (including any Guarantor) in respect of this Guaranty; (e) accept partial payments on the Guaranteed
Obligations and apply any and all payments or recoveries from any obligor (including any Guarantor) or collateral to such of
the Guaranteed Obligations as the Seller may elect in its sole discretion; and (f) refund at any time, at the Seller’s sole
discretion, any payments or recoveries received by the Seller in respect of any Guaranteed Obligations.

Section 1.5 Certain Waivers. The Guarantors waive: (a) the right to require the Seller to proceed against the Buyer or any
other obligor, to proceed against or exhaust any collateral or to pursue any other remedy in the Seller’s power whatsoever and
the right to have the property of the Buyer or any other obligor first applied to the discharge of the Guaranteed Obligations;
(b) all rights and benefits under applicable law purporting to reduce a guarantor’s obligations in proportion to the obligation
of the principal or providing that the obligation of a surety or guarantor must neither be larger nor in other respects more
burdensome than that of the principal; (c) the benefit of any statute of limitations affecting the Guaranteed Obligations or the
Guarantors’ liability hereunder; (d) any requirement of marshalling or any other principle of election of remedies and all rights
and defenses arising out of an election of remedies by the Seller, even though that election of remedies, such as nonjudicial
foreclosure with respect to the security for a guaranteed obligation, has destroyed the Guarantor’s rights of subrogation and
reimbursement against the Buyer; (e) any right to assert against the Seller any defense (legal or equitable), set-off, counterclaim
and other right that the Guarantors may now or at any time hereafter have against the Buyer or any other obligor;
(f) presentment, demand for payment or performance (including diligence in making demands hereunder), notice of dishonor
or nonperformance, protest, acceptance and notice of acceptance of this Guaranty, and all other notices of any kind, including
(i) notice of the existence, creation or incurrence of new or



additional Guaranteed Obligations, (ii) notice of any action taken or omitted by the Seller in reliance hereon, (iii) notice of any
default by any obligor, (iv) notice that any portion of the Guaranteed Obligations is due, (iv) notice of any action against any
obligor, or any enforcement of other action with respect to any collateral, or the assertion of any right of the Seller hereunder;
(g) any rights, defenses and other benefits the Guarantors may have by reason of any failure of the Seller to hold a
commercially reasonable public or private foreclosure sale or otherwise to comply with applicable law in connection with a
disposition of collateral; and (h) all defenses that at any time may be available to the Guarantors by virtue of any valuation,
stay, moratorium or other law now or hereafter in effect and ALL RIGHTS AND DEFENSES THAT ARE OR MAY BECOME
AVAILABLE TO THE GUARANTOR BY REASON OF APPLICABLE LAW. For the avoidance of doubt, nothing herein shall
obligate the Guarantors to make any payment which is illegal for the Guarantors to have made under any law, regulation or
order now or hereafter in effect in any jurisdiction applicable to the Guarantors. Notwithstanding anything herein to the
contrary, nothing herein shall restrict the Guarantors’ right to contest whether the termination fee is due under the terms of the
SPA.

Section 1.6 Subrogation; Certain Agreements.

(a) THE GUARANTORS WAIVE ANY AND ALL RIGHTS OF SUBROGATION, INDEMNITY OR REIMBURSEMENT,
ANY AND ALL BENEFITS OF AND RIGHTS TO ENFORCE ANY POWER, RIGHT OR REMEDY THAT THE SELLER MAY
NOW OR HEREAFTER HAVE IN RESPECT OF THE GUARANTEED OBLIGATIONS AGAINST THE BUYER OR ANY
OTHER OBLIGOR, ANY AND ALL BENEFITS OF AND RIGHTS TO PARTICIPATE IN ANY COLLATERAL, WHETHER
REAL OR PERSONAL PROPERTY, NOW OR HEREAFTER HELD BY THE SELLER, AND ANY AND ALL OTHER RIGHTS
AND CLAIMS (AS DEFINED IN THE BANKRUPTCY CODE) THE GUARANTORS MAY HAVE AGAINST THE BUYER OR
ANY OTHER OBLIGOR, UNDER APPLICABLE LAW OR OTHERWISE, AT LAW OR IN EQUITY, BY REASON OF ANY
PAYMENT HEREUNDER, UNLESS AND UNTIL THE GUARANTEED OBLIGATIONS SHALL HAVE BEEN PAID IN FULL.
Without limitation, the Guarantor shall exercise no voting rights, shall file no claim, and shall not participate or appear in any
bankruptcy or insolvency case involving the Buyer with respect to the Guaranteed Obligations unless and until all the
Guaranteed Obligations shall have been paid in full. If, notwithstanding the foregoing, any amount shall be paid to the
Guarantor on account of any such rights at any time, such amount shall be held in trust for the benefit of the Seller and shall
forthwith be paid to the Seller to be held as collateral or credited and applied in accordance with the terms of the SPA upon the
Guaranteed Obligations, whether matured, unmatured, absolute or contingent, in the discretion of the Seller.

(b) The Guarantors assume the responsibility for being and keeping themselves informed of the financial condition of the
Buyer and each other obligor and of all other circumstances bearing upon the risk of nonpayment of the Guaranteed
Obligations that diligent inquiry would reveal, and agrees that the Seller shall have no duty to advise the Guarantors of
information regarding such condition or any such circumstances.



Section 1.7 Bankruptcy No Discharge.

(a) This Guaranty shall not be discharged or otherwise affected by any bankruptcy, reorganization or similar proceeding
commenced by or against the Buyer or any other obligor, including (i) any discharge of, or bar or stay against collecting, all or
any part of the Guaranteed Obligations in or as a result of any such proceeding, whether or not assented to by the Seller,
(ii) any disallowance of all or any portion of the Seller’s claim for repayment of the Guaranteed Obligations and (iii) any
amendment, modification, stay or cure of the Seller’s rights that may occur in any such proceeding. The Guarantors understand
and acknowledge that by virtue of this Guaranty, each Guarantor has specifically assumed any and all risks of any such
proceeding with respect to the Buyer and each other obligor.

(b) Notwithstanding anything to the contrary herein contained, this Guaranty (and any lien on any collateral securing this
Guaranty or the Guaranteed Obligations) shall continue to be effective or be reinstated, as the case may be, if at any time any
payment, or any part thereof, of any or all of the Guaranteed Obligations is rescinded, invalidated, declared to be fraudulent or
preferential or otherwise required to be restored or returned by the Seller in connection with any bankruptcy, reorganization or
similar proceeding involving the Buyer, any other obligor or otherwise, if the proceeds of any collateral are required to be
returned by the Seller under any such circumstances, or if the Seller elects to return any such payment or proceeds or any part
thereof in its sole discretion, all as though such payment had not been made or such proceeds had not been received. Without
limiting the generality of the foregoing, if prior to any such rescission, invalidation, declaration, restoration or return, this
Guaranty shall have been cancelled or surrendered (or if any lien or collateral shall have been released or terminated in
connection with such cancellation or surrender), this Guaranty (and such lien and collateral) shall be reinstated in full force
and effect, and such prior cancellation or surrender shall not diminish, discharge or otherwise affect the obligations of the
Guarantors in respect of the amount of the affected payment or application of proceeds (or such lien or collateral).

Section 1.8 Subordination. Effective if and at the time any Guaranteed Obligations become due and payable hereunder,
the Guarantors hereby absolutely subordinate, both in right of payment and in time of payment, any and all present or future
obligations and liabilities of the Buyer and each other obligor to the Guarantors (“Subordinated Debt”), to the prior payment
in full in cash of the Guaranteed Obligations, whether or not such Subordinated Debt constitutes or arises out of any
subrogation, reimbursement, contribution, indemnity or similar right attributable to this Guaranty. If, whether or not at the
Seller’s request, any Guarantor shall receive, after any Guaranteed Obligations become due and payable hereunder and prior to
payment in full in cash of all Guaranteed Obligations, payment of any sum from the Buyer or any other obligor upon any
Subordinated Debt, any such sum shall be received by such Guarantor as trustee for the Seller and shall forthwith be paid over
to the Seller on account of the Guaranteed Obligations, without reducing or affecting in any manner the liability of such
Guarantor under this Guaranty.

Section 1.9 Expenses. In addition to all sums payable hereunder, Guarantors agree to pay all costs and expenses
(including reasonable attorneys’ fees) incurred by Seller in connection with the enforcement of this Guaranty or any other
documents relating to the Guaranteed Obligations, whether or not a suit is brought against Buyers or Guarantors.



ARTICLE II
REPRESENTATIONS AND WARRANTIES

Each Guarantor hereby acknowledges and warrants that he has derived or expects to derive a financial advantage from the
transactions contemplated by the SPA and this Guaranty.

ARTICLE III
MISCELLANEOUS

Section 3.1 Governing Law; Forum; Service of Process. This Guaranty shall be governed by the internal laws of the
State of New York, without regard to the laws of any other jurisdiction that might be applied because of the conflicts of law
principles of the State of New York. Each Guarantor irrevocably agrees that any legal action or proceeding arising out of or
relating to this Guaranty may be determined in any New York state or federal court sitting in New York County, and each
Guarantor hereby irrevocably submits to the non-exclusive jurisdiction of the aforesaid courts for itself and with respect to its
property. Each Guarantor further agrees to accept service of process in any manner permitted by such courts

Section 3.2 Amendments. No amendment of any provision of this Guaranty (including a waiver thereof or consent
relating thereto) shall be effective unless the same shall be in writing and signed by the Seller and (except in the case of an
unconditional waiver or consent) each Guarantor. Any waiver or consent relating to any provision of this Guaranty shall be
effective only in the specific instance and for the specific purpose for which given. No notice to or demand on the Guarantors
in any case shall entitle the Guarantors to any other or further notice or demand in similar or other circumstances.

Section 3.3 Successors and Assigns. This Guaranty and each amendment hereof shall be binding upon and, subject to the
next sentence, inure to the benefit of the Guarantor, the Seller and their respective heirs, personal representatives, executors,
successors and assigns. The Guarantors shall not assign any of their rights or obligations hereunder without the prior written
consent of the Seller. The benefit of this Guaranty shall automatically pass with any assignment of the Guaranteed Obligations
(or any portion thereof), to the extent of such assignment.

Section 3.4 Cumulative Remedies; Failure or Delay. The rights and remedies provided for under this Guaranty are
cumulative and are not exclusive of any rights and remedies that may be available to the Seller under applicable law or
otherwise. No failure or delay on the part of the Seller in the exercise of any power, right or remedy under this Guaranty shall
impair such power, right or remedy or shall operate as a waiver thereof, nor shall any single or partial exercise of any such
power, right or remedy preclude other or further exercise of such or any other power, right or remedy.

Section 3.5 Counterparts. This Guaranty may be executed in counterparts, each of which shall be deemed and original,
but all of which shall constitute one and the same instrument, and in making proof of this Guaranty it shall not be necessary to
produce or account for more than one such counterpart.



IN WITNESS WHEREOF, the undersigned Guarantors have executed this Guaranty effective as of September 29, 2006

  
Pat LaVecchia,
 

  
Sean D. McDevitt
 

  
Philip B. Harris



Exhibit 10.3

GUARANTEE FEE AND REIMBURSEMENT AGREEMENT

THIS GUARANTEE FEE AND REIMBURSEMENT AGREEMENT (this “Agreement”) is entered into as of this 29th day
of September, 2006 between HAPC, INC., a Delaware corporation (“HAPC”), and SEAN MCDEVITT (“SM”), PAT
LAVECCHIA (“PL”) and PHILLIP HARRIS (“PH”). SM, PL and PH, and their respective executors, heirs, personal and legal
representatives, successors, and assigns, are sometimes hereinafter collectively referred to individually as a “Guarantor” and,
collectively, as the “Guarantors”.

WHEREAS, I-Flow Corporation (“I-Flow”), InfuSystem, Inc. (“InfuSystem”), HAPC and Iceland Acquisition Subsidiary,
Inc., a Delaware corporation (the “Acquisition Sub”), have entered into that certain Stock Purchase Agreement, dated as of the
date hereof (the “Stock Purchase Agreement”), pursuant to which HAPC will purchase all of the issued and outstanding capital
stock of InfuSystem through Acquisition Sub;

WHEREAS, in order to induce the I-Flow to execute the Stock Purchase Agreement, the Guarantors have executed and
delivered that certain Guaranty, dated as of the date hereof, in favor of I-Flow (the “Guaranty”), and have agreed to provide
certain collateral within 15 days, in each case (the “Collateral”) to secure certain payment obligations of HAPC pursuant to the
Stock Purchase Agreement.

WHEREAS, as a material inducement for the Guarantors to execute the Guaranty and provide the Collateral, HAPC has
agreed to pay to each Guarantor a fee and reimburse and indemnify the Guarantors, all as more fully set forth in this
Agreement.

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

1. Guarantee Fee. In consideration of the execution by each of the Guarantors of the Guaranty, HAPC shall deliver to the
Guarantors an aggregate amount equal to $400,000 in cash by wire transfer of immediately available funds (the “Guarantee
Fee”), payable $100,000 upon the execution and delivery of the Guaranty and $300,000 upon the closing of the transactions
contemplated by, or the termination of, the Stock Purchase Agreement.

2. Reimbursement. In the event any Guarantor pays any amounts in respect of its obligations under the Guaranty or any of the
Collateral of any Guarantor is foreclosed (referred to herein as a “Reimbursable Event”), HAPC shall immediately reimburse
such Guarantor for amount paid or the value of the collateral foreclosed in cash by wire transfer of immediately available
funds.

3. Demand Note. In the event HAPC does not (i) pay the Guarantee Fee to the Guarantors pursuant to the Section 1, or
(ii) immediately reimburse the Guarantors upon demand pursuant to the Section 2, in addition to any other remedies available
under this Agreement or otherwise, each Guarantor shall have the right to request HAPC to immediately issue a demand note in
favor of such Guarantor in the principal amount equal to such amount which has not be paid or reimbursed to such Guarantor.
Such demand note shall bear interest at a rate per annum equal to 13%. Such interest shall be calculated daily on the basis of a
year of three hundred and sixty (360) days and the actual number of days elapsed, without compounding.



4. (a) Indemnification. HAPC shall indemnify and hold harmless each of the Guarantors, to the fullest extent permitted by the
law, from and against any and all liability, claims, losses, damages, costs and expenses, including, without limitation, counsel
fees and disbursements, incurred by a Guarantor as a direct or indirect result of the transactions contemplated hereby, as soon
as practicable but in any event no later than ten days after written demand is presented to HAPC by a Guarantor. Such
indemnification shall include any and all awards, judgments, fines, penalties and amounts paid in settlement (including all
interest, assessments and other charges, including the claimant’s costs, counsel fees and disbursements, paid or payable in
connection with or in respect of such awards, judgments, fines, penalties or amounts paid in settlement) of any such claim.

5. Payments. All payments hereunder to a Guarantor shall be made (i) without set-off, deduction or counterclaim of any kind
whatsoever, and (ii) free and clear of and without deduction for or on account of any present or future taxes or duties of any
nature now or hereafter imposed, unless otherwise required law. The amount of any payment to be made by HAPC pursuant to
this Agreement shall bear interest at a rate per annum equal to 13%. Such interest shall be calculated daily on the basis of a
year of three hundred and sixty (360) days and the actual number of days elapsed, without compounding.

6. (a) Guarantors’ Remedies. If a Guarantor has not been reimbursed or indemnified, or has not been issued a demand note as
provided herein within the applicable time period prescribed herein, the Guarantor shall, in addition to any other remedies it
may have, be entitled to bring suit against HAPC. Any action or proceeding arising out of or relating to this Agreement shall
be brought in the City, County and State of New York and each party agrees to such jurisdiction and venue.

(b) Reimbursement by HAPC. To the extent a Guarantor is successful in such action, HAPC shall, in addition to any other
sums that may be due, pay any and all expenses which are incurred by the Guarantor in connection with such suit against
HAPC, including, but not limited to, the Guarantor’s counsel fees and disbursements.

(c) Non-Exclusive Rights. The reimbursement and indemnification provided by this Agreement not be deemed exclusive
of any rights to which a Guarantor may be entitled under laws in effect now or in the future, or otherwise.

7. Continuation of Agreement. All obligations of HAPC contained herein shall continue for so long as a Guarantor shall be
subject to any possible claim relating to a Reimbursable Event.

8. General.

(a) Assignment. This Assignment shall be binding upon and inure to the benefit of and be enforceable by the parties
hereto and their respective executors, heirs, personal and legal representatives, successors and assigns, including any direct or
indirect successor by purchase, merger, consolidation or otherwise to all or substantially all of the business and/or assets of
HAPC.

(b) No Waiver. No supplement, modification or amendment of this Agreement shall be binding unless executed in writing
by the parties hereto. No waiver of any of the provisions of this Agreement shall be deemed or shall constitute a waiver of any
other provisions hereof (whether or not similar) nor shall such waiver constitute a continuing waiver.



(c) Severability. The provisions of this Agreement shall be severable in the event that any of the provisions hereof
(including any provision within a single section, paragraph or sentence) are held by a court of competent jurisdiction to be
invalid, void or otherwise unenforceable, and the remaining provisions shall remain enforceable to the fullest extent permitted
by law.

(d) Governing Law. This Agreement shall be governed by and construed and enforced in accordance with the laws of the
State of New York applicable to contracts made and to be performed in such state, but excluding any conflicts-of-law rule or
principle which might refer such governance, construction or enforcement to the laws of another state or country.

(e) Notices. Any notices or other communications required or permitted under, or otherwise in connection with, this
Agreement shall be in writing and shall be deemed to have been duly given when delivered in person or upon confirmation of
receipt when transmitted by facsimile transmission (but only if followed by transmittal by national overnight courier for
delivery on the next business day), or on receipt after dispatch by registered or certified mail, postage prepaid, addressed, or on
the next business day if transmitted by national overnight courier, in each case to the parties at their most recent principal
business or residence address noted on HAPC’s books and records for the subject party. The term “business day,” as used
herein, shall mean any day on which banks are not required or authorized to close in the City of New York.

(f) No Claim Against Trust Fund. Each Guarantor hereby acknowledges that it understands that HAPC has established a
trust account at JPMorgan Chase Bank, N.A. (the “Trust Account”), initially in an amount of approximately $96,200,000
(including deferred underwriting discount and commission of $5,468,000), for the benefit of HAPC’s public stockholders and
that HAPC may disburse monies from the Trust Account only (a) to the HAPC’s public stockholders (i) in the event they elect
to exercise their Conversion Rights, or (ii) in the event of the liquidation of the HAPC, (b) to HAPC concurrently with the
consummation of a business combination, as described in the Prospectus (a “Business Combination”), or (c) solely with respect
to underwriter’s deferred discounts and commissions placed in the Trust Account, to FTN Midwest Securities Corp. after
consummation of a Business Combination. Each of the Guarantor hereby agrees that it does not have any right, title, interest or
claim of any kind in or to any monies in the Trust Account (the “Claims”) and waives any Claim it may have in the future as a
result of, or arising out of, any negotiations, contracts with the Buyer and will not seek recourse against the Trust Account for
any reason whatsoever. For purposed of this paragraph, (i) “Conversion Rights” shall mean the right set forth in HAPC’s
certificate of incorporation whereby holders of HAPC’s public common stock who vote against a proposed Business
Combination may elect to have their shares of common stock converted to cash if the acquisition is consummated, and
(ii) “Prospectus” shall mean the final prospectus relating to HAPC’s initial public offering dated April 11, 2006.

* * *



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

HAPC, INC.

By    
Name:  
Title:  

  
SEAN MCDEVITT

  
PAT LAVECCHIA

  
PHILLIP HARRIS

 
Signature Page to Guarantee Fee And Reimbursement Agreement



Exhibit 99.1
For Immediate Release

HAPC, Inc. Announces Agreement to Purchase InfuSystem, Inc.

New York – October 2, 2006-HAPC, Inc. (OTCBB:HAPN) announced today that it has entered into a definitive agreement to
acquire InfuSystem, Inc., a wholly-owned subsidiary of I-Flow Corporation (NASDAQ:IFLO) for $140 million.

InfuSystem is a nationwide leader in ambulatory infusion pump management services to oncologists and their patients.
InfuSystem works directly with oncology practices to provide continuous infusion pumps and related billing, collection, and
administrative services primarily to colorectal cancer patients. The use of continuous infusion chemotherapy regimens has
grown significantly during the past three years, driven by superior therapeutic outcomes, greater patient satisfaction, and lower
costs than traditional bolus chemotherapy.

“InfuSystem fits perfectly with HAPC’s acquisition criteria of strong growth, high margins, and an excellent management
team,” said Sean McDevitt, Chairman of the Board of HAPC. “InfuSystem’s executives have worked together for the past 15
years developing this unique business model and delivering strong financial results. We are excited to partner with them for
the future.”

Donald M. Earhart, Chairman, President and Chief Executive Officer of I-Flow, said, “InfuSystem has been an outstanding
performer since I-Flow acquired the business in 1998. As we move forward, however, our strategic focus for future growth is on
I-Flow pain relief products and our goal of being the leader in treating acute pain after surgery.”

According to the terms of the agreement, HAPC will acquire all the outstanding shares of InfuSystem from I-Flow through a
newly formed subsidiary of HAPC. The aggregate consideration for the acquisition is $140 million, subject to adjustment
relating to the level of working capital. I-Flow will receive the aggregate consideration in cash or a combination of cash and a
promissory note, depending on financing arrangements to be determined prior to closing.

Pursuant to HAPC’s certificate of incorporation, the acquisition must be approved by the holders of a majority of the shares of
HAPC common stock sold in HAPC’s initial public offering (the “IPO”). In addition, the acquisition cannot be completed if
the holders of 20% or more of the shares of HAPC common stock sold in the IPO vote against the acquisition and
contemporaneously demand that their shares be converted into the right to receive a pro rata portion of the net proceeds of the
IPO held in the trust account established for this purpose at the time of the IPO.

The transaction is expected to close by either the end of 2006 or the first quarter of 2007, subject to customary closing
conditions and the aforementioned stockholder approval.

About InfuSystem, Inc.

InfuSystem has nearly 20 years of experience supplying patients with external ambulatory infusion pumps. InfuSystem
provides management and support to enhance the lives of its patients and the communities it serves.

About HAPC, Inc.

HAPC is a blank check company recently formed for the purpose of acquiring, through a merger, capital stock exchange, asset
acquisition or other similar business combination, one or more operating businesses in the healthcare industry.



Forward-Looking Statements

Except for the historical information contained herein, the matters discussed in this press release are forward-looking
statements that involve risks and uncertainties that could cause actual results to differ materially from those predicted by such
forward-looking statements. These risks and uncertainties include general economic conditions, as well as other risks detailed
from time to time in HAPC’s publicly filed documents. HAPC undertakes no obligation to publicly update any forward-
looking statement, whether as a result of new information, future events or otherwise.

Additional Information and Where to Find It

HAPC intends to file a proxy statement in connection with the proposed transaction, a copy of which will be mailed to the
shareholders of HAPC. HAPC’S SHAREHOLDERS ARE URGED TO READ THE PROXY STATEMENT AND OTHER
RELEVANT MATERIALS WHEN THEY BECOME AVAILABLE BECAUSE THEY WILL CONTAIN IMPORTANT
INFORMATION ABOUT THE PROPOSED TRANSACTION. Investors and security holders may obtain free copies of these
documents (when they are available) and other relevant documents filed by HAPC with the Securities and Exchange
Commission (the “SEC”) at the SEC’s web site at www.sec.gov.
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