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                                  SCHEDULE 13D

CUSIP No.
- --------------------------------------------------------------------------------

1.    NAME OF REPORTING PERSONS                            Minnesota Mining and
                                                           Manufacturing Company
      I.R.S. IDENTIFICATION NOS. OF ABOVE PERSONS
      (ENTITIES ONLY)                                      410417775

- --------------------------------------------------------------------------------
2.    CHECK THE APPROPRIATE BOX IF A MEMBER OF A GROUP     (a)[ ]
                                                           (b)[ ]

- --------------------------------------------------------------------------------
3.    SEC USE ONLY

- --------------------------------------------------------------------------------
4.    SOURCE OF FUNDS                                      WC

- --------------------------------------------------------------------------------
5.    CHECK IF DISCLOSURE OF LEGAL PROCEEDINGS
      IS REQUIRED PURSUANT TO ITEMS 2(D) OR 2(E)           [ ]

- --------------------------------------------------------------------------------
6.    CITIZENSHIP OR PLACE OF ORGANIZATION                 Delaware

- --------------------------------------------------------------------------------
       NUMBER OF
         SHARES         7.     SOLE VOTING POWER           1,291,873 (1)
      BENEFICIALLY



        OWNED BY        --------------------------------------------------------
          EACH          8.     SHARED VOTING POWER         919,820 (2)
       REPORTING
         PERSON         --------------------------------------------------------
          WITH          9.     SOLE DISPOSITIVE POWER      1,291,873 (1)

                        --------------------------------------------------------
                        10.    SHARED DISPOSITIVE POWER    0

- --------------------------------------------------------------------------------
11.   AGGREGATE AMOUNT BENEFICIALLY OWNED                  2,211,693 (1) (2)
      BY EACH REPORTING PERSON

- --------------------------------------------------------------------------------
12.   CHECK IF THE AGGREGATE AMOUNT IN
      ROW (11) EXCLUDES CERTAIN SHARES                     [ ]

- --------------------------------------------------------------------------------
13.   PERCENT OF CLASS REPRESENTED
      BY AMOUNT IN ROW (11)                                25.9 % (1) (2) (3)

- --------------------------------------------------------------------------------
14.   TYPE OF REPORTING PERSON                             CO

- --------------------------------------------------------------------------------

         (1) In the event the Option (discussed in Items 3 and 4 below) becomes
exercisable and is exercised in full, Minnesota Mining and Manufacturing Company
("3M") will have sole voting power with respect to up to 1,291,873 shares of
Common Stock of MicroTouch Systems, Inc. ("MicroTouch"), which, based upon the
6,491,823 shares of MicroTouch Common Stock outstanding as of November 10, 2000
(as represented by MicroTouch in the Merger Agreement discussed in Item 4)
currently equals 19.9% of the outstanding shares of MicroTouch Common Stock.
Prior to the exercise of the Option, 3M is not entitled to any rights as a
shareholder of MicroTouch as to the shares of MicroTouch Common Stock covered by
the Option. The Option may only be exercised upon the happening of certain
events referred to in the Stock Option Agreement, none of which has occurred as
of the date hereof. 3M expressly disclaims beneficial ownership of any of the
shares of MicroTouch Common Stock which are purchasable by 3M upon exercise of
the Option until such time as 3M purchases any such shares of MicroTouch Common
Stock upon any such exercise.

         (2) 919,820 shares of MicroTouch Common Stock are subject to a Voting
Agreement entered into by 3M and certain shareholders of MicroTouch (discussed
in Item 6 below). The 919,820 shares are comprised of

159,820 issued and outstanding shares of MircroTouch Common Stock and 760,000
shares issuable upon the exercise of options to purchase shares of MicroTouch
Common Stock. 3M expressly disclaims beneficial ownership of any of the shares
of MicroTouch Common Stock covered by the Voting Agreement. Based on the
6,491,823 shares of MicroTouch Common Stock outstanding as of November 10, 2000
(as represented by MicroTouch in the Merger Agreement discussed in Item 4), the
760,000 shares issuable upon the exercise of options subject to the Voting
Agreement and the 1,291,873 shares subject to the Option (discussed in Items 3
and 4 below), the number of shares of MicroTouch Common Stock indicated
represents approximately 10.8% of MicroTouch Common.

         (3) The percentage is based on the 6,491,823 shares of MicroTouch
Common Stock outstanding as of November 10, 2000 (as represented by MicroTouch
in the Merger Agreement discussed in Item 4), the 760,000 shares issuable upon
the exercise of options subject to the Voting Agreement and the 1,291,873 shares
subject to the Option (discussed in Items 3 and 4 below).

ITEM 1.  SECURITY AND ISSUER.

         This statement relates to the common stock, par value $0.01 per share
("MicroTouch Common Stock "), of MicroTouch Technologies, Inc., a Massachusetts
corporation ("MicroTouch"). MicroTouch's principal executive offices are located
at 300 Griffin Brook Park Drive, Methuen, Massachusetts, 08144.

ITEM 2.  IDENTITY AND BACKGROUND.

         (a)      Name of Person Filing:

                  Minnesota Mining and Manufacturing Company ("3M")

         (b)      Address of Principal Business Office:

                  3M Center
                  St. Paul, Minnesota 55144

         (c)      Principal Business:



                  3M is an integrated enterprise characterized by substantial
                  intercompany cooperation in research, manufacturing and
                  marketing of products. 3M's business has developed from its
                  research and technology in coating and bonding for coated
                  abrasives, the company's original product. Coating and bonding
                  is the process of applying one material to another, such as
                  abrasive granules to paper or cloth (coated abrasives),
                  adhesives to backing (pressure-sensitive tapes), ceramic
                  coating to granular mineral (roofing granules), glass beads to
                  plastic backing (reflective sheeting), and low-tack adhesives
                  to paper (repositionable notes). Shares of 3M are listed on
                  the New York Stock Exchange

                  The name, business address, present principal occupation or
                  employment and citizenship of each director and executive
                  officer of 3M are set forth in Annex A hereto and are
                  incorporated herein by reference.

         (d)      Criminal Proceedings:

                  During the last five years, neither 3M nor any executive
                  officer or director of 3M has been convicted in a criminal
                  proceeding (excluding traffic violations or similar
                  misdemeanors).

         (e)      Civil Proceedings:

                  During the last five years, neither 3M nor any executive
                  officer or director of 3M has been a party to a civil
                  proceeding of a judicial or administrative body of competent
                  jurisdiction resulting in a judgment, decree or final order
                  enjoining future violations of, or prohibiting or mandating

                  activities subject to, federal or state securities laws, or
                  finding any violation with respect to such laws.

         (f)      Place of Organization:

                  Delaware

ITEM 3.  SOURCE AND AMOUNT OF FUNDS OR OTHER CONSIDERATION.

         Pursuant to the Stock Option Agreement dated as of November 13, 2000
(the "Stock Option Agreement"), between 3M and MicroTouch described below in
Item 4, MicroTouch granted to 3M an option (the "Option") to purchase up to
1,291,873 shares of MicroTouch Common Stock at a price of $21.00 per share,
exercisable only upon the occurrence of certain events. The exercise of the
Option to purchase the full number of shares of MicroTouch Common Stock covered
by the Option would require aggregate funds of $27,129,333. If 3M were to
purchase MicroTouch Common Stock pursuant to the Stock Option Agreement, 3M
currently anticipates that such funds would be provided from 3M's working
capital.

ITEM 4.  PURPOSE OF THE TRANSACTION.

         On November 13, 2000, 3M, Equinox Acquisition, Inc., a Massachusetts
corporation and a wholly owned subsidiary of 3M ("Equinox"), and MicroTouch
entered into an Agreement and Plan of Merger (the "Merger Agreement"), which
provides for Equinox to be merged with and into MicroTouch in accordance with
the Massachusetts General Laws and the Merger Agreement, as a result of which
MicroTouch will be the surviving corporation and a wholly owned subsidiary of 3M
(the "Merger"). The Merger is subject to receipt of regulatory approvals, the
approval of MicroTouch's shareholders and other closing conditions. As a result
of the Merger, each outstanding share of MicroTouch Common Stock will be
converted into the right to receive $21.00 cash, per share, without interest.
Consummation of the Merger may result in the MicroTouch Common Stock ceasing to
be outstanding or authorized to be quoted on The Nasdaq Stock Market, Inc.'s
National Market System ("Nasdaq") and the termination of registration pursuant
to Section 12(g)(4) of the Act.

         The Merger Agreement is attached hereto as Exhibit 99.1 and is
incorporated herein by reference.

         As a condition and inducement to 3M's entering into the Merger
Agreement, MicroTouch entered into the Stock Option Agreement with 3M. Pursuant
to the Stock Option Agreement, MicroTouch has granted to 3M an Option to
purchase up to 1,291,873 shares (the "Option Shares") of MicroTouch Common Stock
at a price of $21.00 per share, exercisable only upon the occurrence of certain
events. Under certain circumstances set forth in the Stock Option Agreement, 3M,
as grantee of the Option, may surrender the Option to MicroTouch in exchange for
a payment to be determined in the manner set forth in the Stock Option
Agreement. The Stock Option Agreement is attached hereto as Exhibit 99.2 and is
incorporated herein by reference.



         Except as set forth in this Item 4, 3M has no plans or proposals that
relate to or would result in any of the matters set forth in clauses (a) through
(j) of Item 4 of Schedule 13D.

         The preceding summary of certain provisions of the Merger Agreement and
the Stock Option Agreement, copies of which are filed as exhibits hereto, is not
intended to be complete and is qualified in its entirety by reference to the
full text of such agreements.

ITEM 5.  INTEREST IN SECURITIES OF THE ISSUER

         (a),(b)  Pursuant to the Stock Option Agreement, 3M has the right,
                  exercisable only in certain circumstances, none of which have
                  occurred as of the date hereof, to acquire up to 1,291,873
                  shares of MicroTouch Common Stock, which represent beneficial
                  ownership of approximately 19.9% of the shares of MicroTouch
                  Common Stock currently outstanding. If 3M were to acquire such
                  shares, it would have sole voting and, subject to certain
                  restrictions set forth in the Stock Option Agreement,
                  investment power with respect thereto. Because of the limited
                  circumstances in which the Option granted under the Stock
                  Option Agreement is exercisable, 3M disclaims

                  beneficial ownership of such shares of MicroTouch Common Stock
                  subject to the Stock Option Agreement.

                  As a result of the Voting Agreement (discussed in Item 6
                  below), 3M may be deemed to own 159,820 shares of MicroTouch
                  Common Stock and options to purchase 760,000 shares of
                  Microtouch Common Stock. Such MicroTouch Common Stock
                  constitutes approximately 10.8% of MicroTouch Common Stock,
                  assuming the exercise of options to purchase 760,000 shares of
                  MicroTouch Common Stock subject to the Voting Agreement and
                  the 1,291,873 shares subject to the Option. 3M may be deemed
                  to have the shared power to vote the shares that are subject
                  to the Voting Agreement with respect to the Merger. However,
                  3M (i) is not entitled to any rights as a shareholder of
                  MicroTouch as to the shares that are subject to the Voting
                  Agreement and (ii) disclaims any beneficial ownership of the
                  shares of MicroTouch Common Stock which are covered by the
                  Voting Agreement.

                  To the best knowledge of 3M, no executive officer or director
                  or 3M beneficially owns any shares of MicroTouch Common Stock.

         (c)      Except as described above, there have been no transactions in
                  MicroTouch Common Stock by 3M, or, to the best knowledge of
                  3M, by any of 3M's executive officers or directors during the
                  past 60 days.

         (d)      Not applicable.

         (e)      Not applicable.

ITEM 6.  CONTRACTS, ARRANGEMENTS, UNDERSTANDINGS OR RELATIONSHIPS WITH RESPECT
         TO SECURITIES OF THE ISSUER

         On November 13, 2000, in connection with the execution of the Merger
Agreement, 3M entered into a voting agreement ("Voting Agreement") with D.
Westervelt Davis, James D. Logan, Edward J. Stewart III, Frank Manning, Peter E.
Brumme, Geoffrey P. Clear, Robert D. Becker and James W. Ellis, each solely in
their capacities as shareholders and/or option holders of MicroTouch. Each of
these shareholders and/or option holders has agreed to vote all shares of
MicroTouch Common Stock beneficially owned or controlled by such shareholder
and/or option holders in favor of the Merger. In the Voting Agreement, each
shareholder and/or option holders also agreed to vote against any action,
proposal, agreement or transaction that would (i) result in a material breach of
the Merger Agreement (ii) materially delay or impair the ability of MicroTouch
to consummate the Merger. The Voting Agreement terminates upon the termination
of the Merger Agreement prior to the effective time of the Merger or upon the
effective time of the Merger, as more fully described in the Voting Agreement.
As of November 13, 2000, the shareholders and/or option holders of MicroTouch
that have entered into the Voting Agreement owned 159,820 shares of MicroTouch
Common Stock and options to purchase 760,000 shares of Microtouch Common Stock
(representing approximately 10.8% of MicroTouch Common Stock, assuming the
exercise of options to purchase 760,000 shares of MicroTouch Common Stock
subject to the Voting Agreement and the 1,291,873 shares subject to the
Option.).

         The preceding summary of the Voting Agreement is qualified in its
entirety by reference to the full text of such agreements, a form of which is
attached hereto as Exhibit 99.3 and is incorporated herein by reference.



         Except as set forth in Items 3, 4, 5 and 6, neither 3M nor, to the best
knowledge of 3M, any of its directors or executive officers has any contracts,
arrangements, understanding or relationships (legal or otherwise) with any other
person with respect to any securities of MicroTouch.

ITEM 7.  MATERIALS TO BE FILED AS EXHIBITS.

         99.1     Agreement and Plan of Merger, dated as of November 13, 2000,
                  by and among 3M, Equinox and MicroTouch.

         99.2     Stock Option Agreement, dated as of November 13, 2000, by and
                  between 3M and MicroTouch.

         99.3     Shareholders Agreement dated as of November 13, 2000 by and
                  between 3M, Equinox and the parties identified on Schedule A
                  thereto.

SIGNATURE.

         After reasonable inquiry and to the best of my knowledge and belief, I
certify that the information set forth in this statement is true, complete and
correct.

Dated: November 27, 2000

                                       MINNESOTA MINING AND MANUFACTURING
                                       COMPANY

                                       By: /s/ Gregg M. Larson
                                           ------------------------------
                                           Name:  Gregg M. Larson
                                           Title: Assistant Secretary

                                                                       EXHIBIT A

                     DIRECTORS AND EXECUTIVE OFFICERS OF 3M

Directors and Executive Officers of 3M. The name, present principal occupation
or employment and material occupations, positions, offices or employment for the
past five years of each of the directors and executive officers of 3M are set
forth below. Unless otherwise indicated, each person's business address is that
of 3M. Each such director and executive officer is a citizen of the United
States.

                              POSITION WITH 3M; PRESENT OCCUPATION OR
                              EMPLOYMENT; MATERIAL POSITIONS HELD DURING THE
NAME AND BUSINESS ADDRESS     PAST FIVE YEARS.

Livio D. DeSimone             Chairman of the Board and Chief Executive Officer
                              since 1991. Mr. De Simone is also a Director of
                              Cargill, Incorporated, General Mills, Inc., Target
                              Corp., Vulcan Materials Company and Milliken &
                              Company.

Linda G. Alvarado             Director of 3M since 2000; President and Chief
3M                            Executive Officer, Alvarado Construction, Inc., a
P.O. Box 33428                commercial general contracting firm that she
St. Paul, MN 55133-3428       founded in 1976. Ms. Alvarado is also a director
                              of Engelhard Corporation, Pitney Bowes, Inc., and
                              Pepsi Bottling Group, Inc.

Harry C. Andrews              Executive Vice President, Electro and
                              Communications Markets since September 1999;Vice
                              President, Corporate Enterprise Development,
                              October 1996; Managing Director, Southern Europe
                              Region, May 1996; Managing Director, 3M Italy,
                              June 1993.

Ronald O. Baukol              Director of 3M since 1996- Executive Vice
                              President, International Operations since 1995.
                              Vice President, Asia Pacific, Canada and Latin
                              America, 1994-1995. Mr. Baukol is also a Director
                              of Graco, Inc., and The Toro Company.

Ronald R. Belschner           Vice President, Engineering, Manufacturing and
                              Logistics since November 2000; Division Vice
                              President, Industrial Tape and Specialties
                              Division, April 1995.



John W. Benson                Executive Vice President, Health Care Markets
                              since January 1998; Group Vice President,
                              Industrial Markets Group, January 1996; Division
                              Vice President, Abrasive System Division, March
                              1995; Group Vice President, Abrasive, Chemical and
                              Film Products Group, August 1995.

Edward A. Brennan             Director of 3M since 1986; retired (1995)
3M                            Chairman of the Board, President, and Chief
P.O. Box 33428                Executive Officer, Sears, Roebuck and Co; Mr.
St. Paul, MN 55133-3428       Brennan is also a director of The Allstate
                              Corporation, Morgan Stanley Dean Witter & Co., AMR
                              Corporation, Unicom Corporation, Dean Foods
                              Company, and The SABRE Group Holdings, Inc.

Robert J. Burgstahler         Vice President, Finance and Administrative
                              Services since February 2000; President and
                              General Manager, 3M Canada Company, March 1998;
                              Staff Vice President, Taxes, May 1995; Executive
                              Director, Taxes, January 1994.

                              POSITION WITH 3M; PRESENT OCCUPATION OR
                              EMPLOYMENT; MATERIAL POSITIONS HELD DURING THE
NAME AND BUSINESS ADDRESS     PAST FIVE YEARS.

M. Kay Grenz                  Vice President, Human Resources since March 1998;
                              Staff Vice President, Human Resources Consulting
                              and Resource Services, August 1996; Staff Vice
                              President, Human Resources Corporate Services,
                              November 1992.

Paul Guehler                  Vice President, Research and Development since
                              June 2000; Vice President, Corporate Enterprise
                              Development and Optical Technologies, October
                              1999; Optical Markets and Technologies Vice
                              President, March 1998; Division Vice President,
                              Safety and Security Systems Division, February
                              1992.

Edward M. Liddy               Director of 3M since 2000; Chairman, President
3M                            and Chief Executive Officer of The Allstate
P.O. Box 33428                Corporation, the parent of Allstate Insurance
St. Paul, MN 55133-3428       Company. Prior to this Mr. Liddy served as
                              President and Chief Operating Officer from 1994 to
                              1998. Mr. Liddy is also a director of Kroger Co.

Moe S. Nozari                 Executive Vice President, Consumer and Office
                              Markets since June 1999; Group Vice President,
                              Consumer and Office Market Group, May 1996;
                              Division Vice President, Consumer Markets, October
                              1993.

Aulana L. Peters              Director of 3M since 1990; Partner, Gibson,
3M                            Dunn & Crutcher LLP, a law firm, Los Angeles,
P.O. Box 33428                California. Ms. Peters is also a director of
St. Paul, MN 55133-3428       Merrill Lynch & Co., Inc., Northrop Grumman Corp.,
                              and Callaway Golf Company.

David W. Powell               Vice President, Marketing since June 1999;
                              Division Vice President, Commercial Office Supply
                              Division, July 1996; Managing Director, 3M France,
                              February 1995.

                              POSITION WITH 3M; PRESENT OCCUPATION OR
                              EMPLOYMENT; MATERIAL POSITIONS HELD DURING THE
NAME AND BUSINESS ADDRESS     PAST FIVE YEARS.

Charles Reich                 Executive Vice President, Specialty Material
                              Markets and Corporate Services since September
                              1999; Group Vice President, Specialty Material
                              Markets Group, January 1999; Group Vice President,
                              Chemical Markets Group, March 1998; Division Vice
                              President, Occupational Health and Environmental
                              Safety Division, July 1997; Division Vice
                              President, Dental Products Division, April 1990.

Rozanne L. Ridgway            Director of 3M since 1989; former Assistant
3M                            Secretary of State for Europe and Canada; Member
P.O. Box 33428                of the Board Organization and Compensation
St. Paul, MN 55133-3428       Committee; Ms. Ridgway served from 1985 until her
                              retirement in 1989 as Assistant Secretary of State
                              for European and Canadian Affairs. Ms. Ridgway is



                              a director of Bell Atlantic Corporation, The
                              Boeing Company, Emerson Electric Co., Nabisco,
                              Sara Lee Corporation, and Union Carbide
                              Corporation. Ms. Ridgway is also chair of the
                              Baltic-American Enterprise Fund.

Frank Shrontz                 Director of 3M since 1992; Chairman Emeritus,
3M                            The Boeing Company; Chief Executive Officer of
P.O. Box 33428                Boeing from 1986 and Chairman of the Board from
St. Paul, MN 55133-3428       1988 until his retirement in 1997. Mr. Shrontz is
                              a director of Boise Cascade Corporation and
                              Chevron Corporation, and a citizen regent on the
                              Smithsonian Institution's Board of Regents. Mr.
                              Shrontz is also a member of the Business Council.

F. Alan Smith                 Director of 3M since 1986; Chairman of
3M                            Advanced Accessory Systems, Inc.; Chairman of
P.O. Box 33428                Mackie Automotive System; Retired Executive Vice
St. Paul, MN 55133-3428       President and Director, General Motors
                              Corporation; Chairman of the Audit Committee and
                              Member of the Public Issues Committee. Mr. Smith
                              was a director of General Motors from 1981 until
                              his retirement in 1992. Mr. Smith is a director of
                              TransPro, Inc., and a trustee of the Florida
                              Institute of Technology.

Louis W. Sullivan             Director of 3M since 1993; President,
                              Morehouse School of Medicine, Atlanta, Georgia;
                              Dr. Sullivan is a member of the Audit and Public
                              Issues Committees; Dr. Sullivan served as
                              Secretary, United States Department of Health and
                              Human Services, from 1989 to 1993. He returned to
                              Morehouse School of Medicine in 1993. Dr. Sullivan
                              is a director of Bristol-Myers Squibb Company,
                              CIGNA Corporation, Equifax, Inc., General Motors
                              Corporation, Georgia-Pacific Corporation, and
                              Household International. Dr. Sullivan is also a
                              director of the Boy Scouts of American and a
                              trustee of the Little League Foundation.

                              POSITION WITH 3M; PRESENT OCCUPATION OR
                              EMPLOYMENT; MATERIAL POSITIONS HELD DURING THE
NAME AND BUSINESS ADDRESS     PAST FIVE YEARS.

John J. Ursu                  Senior Vice President, Legal Affairs and General
                              Counsel since 1997;Vice President, Legal Affairs
                              and General Counsel in 1993.

Ronald A. Weber               Executive Vice President, Transportation, Graphics
                              and Safety Markets since 2000; Division Vice
                              President, Automotive Division in 1996; Division
                              Vice President, Automotive Engineered Systems in
                              1995.

Harold J. Wiens               Executive Vice President, Industrial Markets since
                              September 1999; Executive Vice President,
                              Industrial and Electro Markets, June 1999;
                              Executive Vice President, Industrial and Consumer
                              Markets, July 1998; Group Vice President,
                              Industrial Markets Group, January 1998; Executive
                              Vice President, Sumitomo 3M Ltd. May 1995.



                                                                    EXHIBIT 99.1

                          AGREEMENT AND PLAN OF MERGER

                                   DATED AS OF

                                November 13, 2000

                                  BY AND AMONG

                   MINNESOTA MINING AND MANUFACTURING COMPANY,

                            EQUINOX ACQUISITION, INC.

                                       AND

                            MICROTOUCH SYSTEMS, INC.
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                          AGREEMENT AND PLAN OF MERGER

         AGREEMENT AND PLAN OF MERGER, dated as of November 13, 2000 (this
"Agreement"), by and among Minnesota Mining and Manufacturing Company ("Parent")
a Delaware corporation, Equinox Acquisition, Inc. a Massachusetts corporation
and a wholly owned Subsidiary of Parent ("Equinox Acquisition" or "Merger Sub")
and MicroTouch Systems, Inc. (the "Company"), a Massachusetts corporation.

                              W I T N E S S E T H:

         WHEREAS, the respective Boards of Directors of Parent, Merger Sub and
the Company have approved the acquisition of the Company by Parent on the terms
and subject to the conditions set forth in this Agreement (the "Acquisition");

         WHEREAS, in furtherance of the Acquisition, Parent proposes to cause
Merger Sub to make a cash tender offer (as it may be amended from time to time
as permitted under this Agreement, the "Offer") to purchase all the issued and
outstanding shares of common stock, par value $0.01 per share, of the Company
(the "Company Common Shares") (and the associated rights ("Rights") issued
pursuant to the Rights Agreement, dated as of January 19, 1996, between the
Company and The First National Bank of Boston, as Rights Agent (the "Rights
Agreement")), at a price per share of $21.00, net to the seller in cash without
interest, on the terms and subject to the conditions set forth in this Agreement
and the Offer;

         WHEREAS, also in furtherance of the Acquisition, the respective Boards
of Directors of Parent, Merger Sub and the Company have approved this Agreement
and the merger of Merger Sub with and into the Company (the "Merger"), pursuant
to which, on the terms and subject to the conditions set forth in this
Agreement, each issued and outstanding Company Common Share not tendered to and
purchased by Merger Sub pursuant to the Offer and not owned by Parent, Merger
Sub or the Company (other than Dissenting Shares (as defined in Section 2.1(d))
will be converted into the right to receive the highest per share cash
consideration paid pursuant to the Offer in accordance with the Massachusetts
Business Corporation Law (the "MBCL");

         WHEREAS, the Board of Directors of the Company (the "Company Board")
has resolved to recommend that all holders of Company Common Shares
("Shareholders") accept the Offer, tender their Company Common Shares pursuant
to the Offer and approve this Agreement and the Merger, and has determined that
the Offer and the Merger are fair to and in the best interests of the Company
and the Shareholders;

         WHEREAS, the respective Boards of Directors of Parent and Merger Sub
have each determined that the Merger upon the terms and subject to the
conditions set
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forth in this Agreement is advisable, and in the best interests
of their respective corporations and shareholders and have approved the Merger;

         WHEREAS, concurrently with the execution and delivery of this Agreement
and as a condition and inducement to Parent's and Merger Sub's willingness to
enter into this Agreement, Parent and the shareholders of the Company listed on
Exhibit B hereto have executed and delivered a Shareholders Agreement (a
"Shareholders Agreement"), dated as of this date, pursuant to which those
shareholders are agreeing to tender their Company Common Shares into the Offer;

         WHEREAS, concurrently with the execution and delivery of this Agreement
and as a condition and inducement to Parent's and Merger Sub's willingness to
enter into this Agreement, Parent and the Company have executed and delivered a
Stock Option Agreement (an "Option Agreement"), dated as of this date, pursuant
to which the Company is granting to Parent an option to purchase, under certain
circumstances, up to 1,291,873 Company Common Shares, with an exercise price of
$21.00 per share; and

         WHEREAS, the parties hereto desire to make certain representations,
warranties, covenants and agreements in connection with the Offer and the Merger
and also to prescribe various conditions to the Offer and the Merger.

         NOW, THEREFORE, in consideration of the foregoing and the mutual
covenants and agreements contained in this Agreement, and intending to be
legally bound hereby, the parties hereby agree as follows (certain capitalized
but undefined terms used herein are defined in Section 9.3):

                                    ARTICLE I

      Section 1.1. The Offer. (a) Subject to the conditions of this Agreement,
as promptly as practicable, but in no event later than five business days after
the date of the public announcement of this Agreement, Merger Sub shall, and
Parent shall cause Merger Sub to, commence the Offer within the meaning of the
applicable rules and regulations of the United States Securities and Exchange



Commission (the "SEC"). The obligations of Merger Sub to, and of Parent to cause
Merger Sub to, accept for payment or pay for any Company Common Shares tendered
pursuant to the Offer are subject to the conditions set forth in Exhibit A
hereto. The initial expiration date of the Offer shall be January 3, 2001
(determined using Rules 14d-1(g)(3) and 14d-2 promulgated under the Securities
Exchange Act of 1934, as amended (the "Exchange Act")). Merger Sub expressly
reserves the right to waive any condition to the Offer or to modify the terms of
the Offer, in each case in its sole discretion; provided, however, that without
the consent of the Company, Merger Sub shall not (i) reduce the number of
Company Common Shares subject to the Offer, (ii) reduce the price per Company
Common Share to be paid pursuant to the Offer or change the form or time of
delivery of consideration, (iii) amend
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or waive the Minimum Tender Condition (as defined in Exhibit A hereto) or add to
the conditions set forth in Exhibit A hereto, (iv) except as provided below in
this Section 1.1(a), extend the Offer, or (v) otherwise amend the terms of the
Offer in any manner adverse to the holders of Company Common Shares.
Notwithstanding the foregoing, Merger Sub may, at any time and from time to
time, and, in each case, subject to Section 8.1 hereof, take one or more of the
following actions without the consent of the Company: (A) extend the Offer for
one or more periods of time that Merger Sub reasonably believes are necessary to
cause the conditions to the Offer to be satisfied, if at the scheduled
expiration date of the Offer any of the conditions to Merger Sub's obligation to
accept Company Common Shares for payment is not satisfied or waived, until such
time as all such conditions are satisfied or waived, (B) extend the Offer for
any period required by any rule, regulation, interpretation or position of the
SEC or the staff thereof that is applicable to the Offer or (C) extend the Offer
for an aggregate period of not more than 10 business days beyond the latest
applicable date that would otherwise be permitted under clause (A) or (B) of
this sentence, if, as of such date, all of the conditions to Merger Sub's
obligation to accept Company Common Shares for payment (including the Minimum
Tender Condition) are satisfied or waived, but the number of Company Common
Shares validly tendered and not withdrawn pursuant to the Offer equals less than
90% of the outstanding Company Common Shares (determined on a fully diluted
basis for all outstanding stock options, convertible securities and any other
rights to acquire Company Common Stock on the date of purchase). Without
limiting the rights of Merger Sub to extend the Offer pursuant to the
immediately preceding sentence, Parent and Merger Sub agree that if (I) (x) all
of the conditions to the Offer are not satisfied on any scheduled expiration
date of the Offer, (y) such conditions are reasonably capable of being satisfied
within 30 days after the initial expiration date of the Offer and (z) the
Company is in compliance with all of its covenants in this Agreement, or (II)
any rule, regulation, interpretation or position of the SEC or the staff thereof
that is applicable to the Offer requires an extension of the Offer, then Merger
Sub shall extend the Offer for one or more periods of time that Merger Sub
reasonably believes are necessary to cause the conditions of the Offer to be
satisfied, until all such conditions are satisfied or waived; provided, however,
that Merger Sub shall not be required to extend the Offer pursuant to this
sentence beyond the 30th day after the initial expiration date of the Offer,
unless otherwise required pursuant to (II) above. Subject to Section 8.1 hereof,
Merger Sub may, without the consent of the Company, elect to provide a
subsequent offering period for the Offer in accordance with Rule 14d-11 under
the Exchange Act, following its acceptance of Company Common Shares for payment
pursuant to the Offer. On the terms and subject to the conditions of the Offer
and this Agreement, Merger Sub shall, and Parent shall cause Merger Sub to, pay
for all Company Common Shares validly tendered and not withdrawn pursuant to the
Offer that Merger Sub becomes obligated to purchase pursuant to the Offer as
soon as practicable after the expiration of the Offer.
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         (b) As soon as practicable on the date of commencement of the Offer,
Merger Sub shall, and Parent shall cause Merger Sub to, file with the SEC a
Tender Offer Statement on Schedule TO with respect to the Offer (such Tender
Offer Statement, together with all amendments and supplements thereto, the
"Schedule TO"), which shall contain an offer to purchase and a related letter of
transmittal and summary advertisement (such Schedule TO and the documents
contained therein pursuant to which the Offer will be made, in each case
together with all supplements and amendments thereto, the "Offer Documents").
Parent and Merger Sub (i) agree that, on the date on which the Schedule TO is
filed with the SEC and on each date on which any amendment or supplement to any
Offer Document is filed with the SEC, the Offer Documents shall comply as to
form in all material respects with the Exchange Act and the rules and
regulations promulgated thereunder, and (ii) represent and warrant that, on the
date first published, sent or given to Shareholders, the Offer Documents will
not contain any untrue statement of a material fact or omit to state any
material fact required to be stated therein or necessary in order to make the
statements therein, in light of the circumstances under which they were made,
not misleading, except that no representation or warranty is made by Parent or



Merger Sub with respect to information supplied in writing by or on behalf of
the Company or any of its officers or directors specifically for inclusion or
incorporation by reference in any Offer Document. Each of Parent and Merger Sub
(or the Company, in the case of any information supplied by or on behalf of the
Company or any of its officers or directors specifically for inclusion or
incorporation by reference in any Offer Document) agree promptly to correct any
information contained in the Offer Documents if and to the extent that such
information shall have become false or misleading in any material respect, and
each of Parent and Merger Sub shall take all steps necessary to amend or
supplement the Offer Documents to reflect such correction and to cause the Offer
Documents as so amended or supplemented to be filed with the SEC and
disseminated to the Shareholders, in each case as and to the extent required by
applicable Federal and state securities laws. Parent and Merger Sub shall
provide the Company and its counsel a reasonable opportunity to review and
comment upon the Offer Documents (including, without limitation, any amendment
or supplement thereto) prior to their filing with the SEC or dissemination to
the Shareholders. Parent and Merger Sub shall provide the Company and its
counsel in writing with any written comments (and orally, with any oral
comments) that Parent, Merger Sub or their counsel may receive from the SEC or
its staff with respect to the Offer Documents promptly after the receipt of such
comments and shall provide the Company and its counsel with a reasonable
opportunity to participate in the response of Parent and Merger Sub to any such
comments.

         (c) The parties hereto agree to promptly file with the Commonwealth of
Massachusetts any registration statement relating to the Offer required to be
filed pursuant to Chapter 110C of the Massachusetts
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General Laws. Parent and Merger Sub shall disseminate to the Shareholders the
information contained in any such registration statement relating to the Offer
required to be filed pursuant to 110C of the Massachusetts General Laws, in each
case to the extent and within the time period required by 110C of the
Massachusetts General Laws.

         (d) Prior to the expiration of the Offer, Parent shall provide or cause
to be provided to Merger Sub on a timely basis the funds necessary to purchase
all Company Common Shares that Merger Sub becomes obligated to purchase pursuant
to the Offer.

      Section 1.2 Company Actions. (a) Subject to Section 5.3, the Company
hereby approves of and consents to the Offer, the Merger and the other
transactions contemplated by this Agreement. The Company hereby consents to the
inclusion in the Offer Documents of the Recommendation (as defined in Section
3.4(b)), and the Company shall not permit the Recommendation or any component
thereof to be modified in any manner adverse to Parent or Merger Sub or
withdrawn by the Company Board or in any other manner, except as provided in
this Agreement.

         (b) On the date on which the Offer Documents are filed with the SEC,
the Company shall file with the SEC a Solicitation/Recommendation Statement on
Schedule 14D-9 under the Exchange Act with respect to the Offer (such Schedule
14D-9, as amended or supplemented from time to time, the "Schedule 14D-9") in
which the Company makes the recommendations referred to in Section 3.4(b),
subject to any permitted withdrawal or modification thereof in accordance with
this Agreement, and shall mail the Schedule 14D-9 to the Shareholders. The
Company shall include in the Schedule 14D-9 information furnished by Parent in
writing concerning Parent's designees for directors of the Company as required
by Section 14(f) of the Exchange Act and Rule 14f-1 thereunder, and shall use
its reasonable efforts to have the Schedule 14D-9 available for inclusion in the
initial mailing of the Offer Documents to the Shareholders. The Company (i)
agrees that on the date on which the Schedule 14D-9 is filed with the SEC and on
each date on which any amendment or supplement to the Schedule 14D-9 is filed
with the SEC, the Schedule 14D-9 shall comply as to form in all material
respects with the requirements of the Exchange Act and the rules and regulations
promulgated thereunder, and (ii) represents and warrants that, on the date filed
with the SEC and on the date first published, sent or given to Shareholders, the
Schedule 14D-9 will not contain any untrue statement of a material fact or omit
to state any material fact required to be stated therein or necessary in order
to make the statements therein, in light of the circumstances under which they
were made, not misleading, except that no representation or warranty is made by
the Company with respect to information supplied in writing by Parent or Merger
Sub pursuant to this Agreement specifically for inclusion in the Schedule 14D-9.
The Company (or Parent and Merger Sub, with respect to information supplied by
Parent or Merger Sub pursuant to this Agreement specifically for inclusion in
the Schedule 14D-9) shall promptly correct any information contained in the
Schedule 14D-9 if and to the extent that such information shall have become
false or misleading in any material respect, and the Company shall take all
steps necessary to amend or
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supplement the Schedule 14D-9 to reflect such correction and to cause the
Schedule 14D-9 as so amended or supplemented to be filed with the SEC and
disseminated to the Shareholders, in each case as and to the extent required by
applicable Federal securities laws. The Company shall provide Parent, Merger Sub
and their counsel in writing with any written comments (and orally, with any
oral comments) that the Company or its counsel may receive from the SEC or its
staff with respect to the Schedule 14D-9 promptly after the receipt of such
comments.

         (c) In connection with the Offer and the Merger, the Company shall as
promptly as reasonably practicable but, in any event, within two business days
after the date hereof, furnish, or cause its transfer agent to furnish, Merger
Sub promptly with mailing labels containing the names and addresses of all
record holders of Company Common Shares as of a recent date and, as soon as
practicable thereafter, of those persons becoming record holders subsequent to
such date, together with copies of all lists of Shareholders, security position
listings and computer files and all other information in the Company's
possession or control regarding the beneficial owners of Company Common Shares,
and shall furnish to Merger Sub such information and assistance (including
updated lists of Shareholders, security position listings and computer files) as
Merger Sub or Parent may reasonably request in communicating the Offer to
Shareholders. Subject to the requirements of applicable law, and except for such
steps as are necessary to disseminate the Offer Documents and any other
documents necessary to consummate the Offer, the Merger and the other
transactions contemplated by this Agreement, Parent and Merger Sub shall hold in
confidence pursuant to the Confidential Disclosure Agreement dated September 27,
2000 between Parent and the Company (the "Confidentiality Agreement") the
information contained in any such labels, listings and files, and shall use the
information referred to in this Section 1.2(c) solely for the purpose of
communicating the Offer and disseminating any other documents necessary to
consummate the Offer, the Merger and the other transactions contemplated by this
Agreement and, if this Agreement shall be terminated, shall promptly deliver to
the Company all copies of such information then in their possession.

      Section 1.3 Directors. Promptly upon the satisfaction of the Minimum
Tender Condition and the acceptance for payment of, and payment by Merger Sub
for, any Company Common Shares pursuant to the Offer, Merger Sub shall, subject
to compliance with Section 14(f) of the Exchange Act and Rule 14f-1 promulgated
thereunder, be entitled to designate such number of directors on the Company
Board as will give Merger Sub representation on the Company Board equal to that
number of directors, rounded down to the next whole number, which is the product
of (a) the total number of directors on the Company Board (giving effect to the
directors elected pursuant to this sentence) multiplied by (b) a fraction, the
numerator of which is the number of Company Common Shares so accepted for
payment and paid for by Merger Sub and the denominator of which is the number of
Company Common Shares outstanding at the time of acceptance
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for payment of Company Common Shares pursuant to the Offer, and the Company
shall, promptly upon such designation by Merger Sub, cause Merger Sub's
designees to be elected or appointed to the Company Board; provided, however,
that during the period commencing with the election or appointment of Merger
Sub's designees to the Company Board until the Effective Time or earlier
termination of this Agreement, the Company Board shall have at least two
directors who are directors on the date of this Agreement and who are not
officers of the Company or representatives of any affiliates of the Company (the
"Independent Directors"); and provided further, however, that if during such
period the number of Independent Directors shall be reduced below two for any
reason whatsoever, the remaining Independent Directors (or Independent Director,
if there shall be only one remaining) shall be entitled to designate persons to
fill any such vacancies who shall be deemed to be Independent Directors for
purposes of this Agreement or, if no Independent Directors then remain, the
other directors shall designate two persons to fill such vacancies who are not
officers, affiliates, associates or shareholders of Parent or Merger Sub, and
such persons shall be deemed to be Independent Directors for purposes of this
Agreement. Subject to applicable law, the Company shall take all action
requested by Parent for the purpose of effecting any such election or
appointment of Merger Sub's designees. In connection with the foregoing, the
Company shall promptly, at the option of Merger Sub, either increase the size of
the Company Board or accept the resignations (which resignations the Company
will obtain on or before the date of this Agreement, and which resignations
shall only be effective as of the time of, and shall be conditional upon,
acceptance for payment of any Company Common Shares pursuant to the Offer) of
such number of its current directors as is necessary to enable Merger Sub's
designees to be elected or appointed to the Company Board as provided above.
Prior to the Effective Time, the Company shall cause each member of the Company
Board, other than Merger Sub's designees, to execute and deliver a letter
effectuating his or her resignation as a director of the Company Board effective
immediately prior to the Effective Time.



      Section 1.4 The Merger. (a) Subject to the terms and conditions of this
Agreement and in accordance with the MBCL, at the Effective Time, Merger Sub
will merge with and into the Company. At the Effective Time, the separate
corporate existence of Merger Sub shall cease and the Company shall be the
surviving corporation in the Merger (the "Surviving Corporation").

         (b) At the Effective Time, the Merger will have the other effects
provided in the applicable provisions of the MBCL. Without limiting the
generality of the foregoing, and subject thereto, at the Effective Time, all the
property, rights, privileges, powers, immunities and franchises of the Company
and Merger Sub will vest in the Surviving Corporation, and all debts,
liabilities, obligations and duties of the Company and Merger Sub will become,
by operation of law, the debts, liabilities, obligations and duties of the
Surviving Corporation. The name of the Surviving Corporation shall be
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"3M MicroTouch Systems, Inc." and the purpose thereof shall be as set forth in
Section 2 of the Articles of Organization of the Surviving Corporation.

      Section 1.5 The Closing; Effective Time. (a) The closing of the Merger
(the "Closing") shall take place (i) at the offices of Parent, in St. Paul, at
10:00 A.M. local time, on the second business day following the date on which
the last to be satisfied or waived of the conditions set forth in Article VII
(other than those conditions that by their nature are to be satisfied at the
Closing, but subject to the satisfaction or, where permitted, waiver of those
conditions) shall be satisfied or waived in accordance with this Agreement or
(ii) at such other place, time and/or date as the Company and Parent shall agree
in writing (the date on which the Closing occurs, the "Closing Date").

         (b) Prior to the Closing, Parent shall prepare and give the Company and
its counsel an adequate opportunity to review, and on the Closing Date, the
Company and Merger Sub shall cause articles of merger in respect of the Merger
to be properly executed and filed with the Secretary of State of the
Commonwealth of Massachusetts under the relevant provisions of the MBCL and
shall make all other filings or recordings required under the MBCL. The Merger
shall become effective at such time at which the articles of merger shall be
duly filed with the Secretary of State of the Commonwealth of Massachusetts or
at such later time reflected in the articles of merger as shall be agreed by the
Company and Parent (the time that the Merger becomes effective being the
"Effective Time").

      Section 1.6 Subsequent Actions. If, at any time after the Effective Time,
the Surviving Corporation shall consider or be advised that any deeds, bills of
sale, assignments, assurances or any other actions or things are necessary or
desirable to continue, vest, perfect or confirm of record or otherwise the
Surviving Corporation's right, title or interest in, to or under any of the
rights, properties, privileges, franchises or assets of either of its
constituent corporations acquired or to be acquired by the Surviving Corporation
as a result of, or in connection with, the Merger, or otherwise to carry out the
intent of this Agreement, the officers and directors of the Surviving
Corporation shall be authorized to execute and deliver, in the name and on
behalf of either of the constituent corporations of the Merger, all such deeds,
bills of sale, assignments and assurances and to take and do, in the name and on
behalf of each of such corporations or otherwise, all such other actions and
things as may be necessary or desirable to vest, perfect or confirm any and all
right, title and interest in, to and under such rights, properties, privileges,
franchises or assets in the Surviving Corporation or otherwise to carry out the
intent of this Agreement.
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      Section 1.7 Articles of Organization; By-laws; Directors and Officers of
the Surviving Corporation. Unless otherwise agreed by Parent, Merger Sub and the
Company prior to the Closing, at the Effective Time:

         (a) The Articles of Organization of the Company (the "Company Articles
of Organization") shall be amended at the Effective Time to read in the form of
Exhibit C hereto and, as so amended, such Articles of Organization shall be the
Articles of Organization of the Surviving Corporation until thereafter changed
or amended as provided therein or by applicable law, subject to the provisions
of Section 6.8(c);

         (b) Subject to the provisions of Section 6.8(c), the By-laws of the
Merger Sub as in effect immediately prior to the Effective Time shall be at and
after the Effective Time (until amended as provided by law, the Company Articles
of Organization and the By-laws of the Company, as applicable) the By-laws of
the Surviving Corporation;

         (c) The officers of Merger Sub immediately prior to the Effective Time



shall continue to serve in their respective offices of the Surviving Corporation
from and after the Effective Time, until their successors are elected or
appointed and qualified or until their resignation or removal; and

         (d) The directors of Merger Sub immediately prior to the Effective Time
shall be the directors of the Surviving Corporation from and after the Effective
Time, until their successors are elected or appointed and qualified or until
their resignation or removal.

                                   ARTICLE II

      Section 2.1 Effect on Capital Stock. At the Effective Time, by virtue of
the Merger and without any action on the part of Parent, Merger Sub or any
Shareholder:

         (a) Capital Stock of Merger Sub. All of the issued and outstanding
shares of common stock, par value $.01 per share, of Merger Sub (the "Merger Sub
Common Stock") shall be converted into an equal number of fully paid and
nonassessable shares of common stock, $.01 par value per share, of the Surviving
Corporation (the "Surviving Corporation Common Stock"), which will constitute
all of the issued and outstanding shares of capital stock of the Surviving
Corporation immediately after the Effective Time. From and after the Effective
Time, each outstanding certificate theretofore representing shares of Merger Sub
Common Stock will be deemed for all purposes to evidence ownership and to
represent the same number of shares of Surviving Corporation Common Stock.
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         (b) Cancellation of Treasury Stock and Parent-Owned Stock. Each Company
Common Share that is owned directly by the Company (as treasury stock), Parent
or Merger Sub immediately prior to the Effective Time shall no longer be
outstanding and shall automatically be canceled and retired and shall cease to
exist, without payment of any consideration in respect thereof.

         (c) Conversion of Company Common Shares. (i) Subject to Sections 2.1(b)
and 2.1(d), each Company Common Share issued and outstanding immediately prior
to the Effective Time shall be converted into the right to receive in cash from
the Surviving Corporation the highest price per Company Common Share paid
pursuant to the Offer.

         (ii) The cash payable upon the conversion of Company Common Shares
pursuant to this Section 2.1(c) is referred to collectively as the "Merger
Consideration." At the Effective Time all such Company Common Shares shall no
longer be outstanding and shall automatically be canceled and retired and shall
cease to exist, and each holder of a certificate that immediately prior to the
Effective Time represented any such shares (a "Certificate") shall cease to have
any rights with respect thereto, except the right to receive the Merger
Consideration.

         (d) Dissenters' Rights. (i) Notwithstanding any provision of this
Section 2.1 to the contrary, any Company Common Shares that are outstanding
immediately prior to the Effective Time and that are held by a Shareholder who
has not voted such Company Common Shares in favor of this Agreement and who has
properly exercised, preserved and perfected dissenters' rights with respect to
such Company Common Shares in accordance with the MBCL, including Sections 86
through 98 thereof (the "Dissenting Provisions") and, as of the Effective Time,
has neither effectively withdrawn nor lost its right to exercise such
dissenters' rights ("Dissenting Shares"), will not be converted into or
represent a right to receive the Merger Consideration pursuant to Section
2.1(c), but the holder thereof will be entitled to payment of the fair value of
such Dissenting Shares in accordance with the Dissenting Provisions.

              (ii) Notwithstanding the provisions of Section 2.1(c), if any
holder of Company Common Shares who demands dissenters' rights with respect to
its Company Common Shares under the MBCL effectively withdraws or loses
(through failure to perfect or otherwise) its dissenters' rights, then as of the
Effective Time or the occurrence of such event, whichever later occurs, such
Shareholder's Company Common Shares will automatically be converted into and
represent only the right to receive the Merger Consideration as provided in
Section 2.1(c), without interest thereon, upon surrender of the certificate or
certificates formerly representing such Company Common Shares.
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              (iii) The Company will give Parent (x) prompt notice of any
written intent to demand payment of the fair value of any Company Common Shares,
withdrawals of such demands and any other instruments served pursuant to the
MBCL received by the Company and (y) the opportunity to direct all negotiations
and proceedings with respect to dissenters' rights under the MBCL. The Company
may not voluntarily make any payment with respect to any exercise of dissenters'
rights and may not, except with the prior written consent of Parent, settle or



offer to settle any such dissenters' rights.

         (e) Termination and Satisfaction of Company Options. As of the
Effective Time, each Company Option issued under either (i) the Company's 1992
Equity Incentive Plan, (ii) the Company's 1994 Directors Stock Option Plan, or
(iii) the Company's 1998 Employee and Consultant Non-Qualified Stock Option Plan
(collectively the "Stock Option Plans") and outstanding immediately prior to the
Effective Time shall be converted into the right to receive in cash an amount
equal to the "Net Gain" attributable to such Company Option. At the Effective
Time all such Company Options shall no longer be outstanding and shall
automatically be cancelled and terminated and shall cease to exist, and each
holder of a Company Option shall cease to have any rights with respect thereto,
except the right to receive the Net Gain attributable thereto. For purposes of
this Agreement, the term "Net Gain" with respect to a Company Option shall mean
the product of (x) the excess of the Merger Consideration over the exercise
price per Company Common Share of such Company Option, and (y) the number of
Company Common Shares subject to such Company Option. Immediately prior to the
Effective Time, Parent shall provide or cause to be provided to the Company in a
timely manner the funds necessary to pay the aggregate amount of "Net Gains"
attributable to all Company Options that the Company becomes obligated to pay
pursuant to this Section 2.1(e). The Company shall make all payments of "Net
Gains" required by this Section 2.1(e) immediately prior to the Effective Time,
although it shall deduct and withhold from the amounts otherwise payable
pursuant to this Section 2.1(e) such amounts as it is required to deduct and
withhold with respect to the making of such payments under the Internal Revenue
Code of 1986 (the "Code") or any other applicable state, local or federal tax
law or tax laws of foreign jurisdictions. To the extent that amounts are so
withheld by the Company, the withheld amounts shall be treated for all purposes
of this Agreement as having been paid to the holder of the Company Option in
respect of which such withholding was made by the Company. The Surviving
Corporation will promptly comply with all tax laws requiring it to forward such
withheld taxes and/or pay its own taxes to the responsible Governmental Entity,
as well as reporting the amount of income resulting from the payments made
pursuant to this Section 2.1(e).
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      Section 2.2 Exchange of Certificates.

         (a) Paying Agent. Prior to the Effective Time, Parent shall shall
designate, or shall cause to be designated, a bank or trust company reasonably
acceptable to the Company to act as agent for the payment of the Merger
Consideration (the "Paying Agent") upon surrender of Certificates, and, from
time to time after the Effective Time, Parent shall provide, or cause the
Surviving Corporation to provide, to the Paying Agent funds in amounts and at
the times necessary for the payment of the Merger Consideration pursuant to
Section 2.1(c) and any payments that holders of Dissenting Shares become
entitled to under Section 2.1(d) (such cash being hereinafter referred to as the
"Exchange Fund"), upon surrender of Certificates, it being understood that any
and all interest or income earned on funds made available to the Paying Agent
pursuant to this Agreement shall be for the benefit of, and shall be paid to,
Parent. If for any reason the Exchange Fund is inadequate to pay the amounts to
which holders of Company Common Shares and Dissenting Shares shall be entitled
under this Section 2.2(a), Parent shall take all steps necessary to enable or
cause the Surviving Corporation promptly to deposit additional cash with the
Paying Agent sufficient to make all payments required under this Agreement, and
Parent and the Surviving Corporation shall in any event be liable for payment
thereof. The Exchange Fund shall not be used for any purpose except as expressly
provided in this Agreement.

         (b) Exchange Procedure. As soon as reasonably practicable after the
Effective Time, the Surviving Corporation shall cause the Paying Agent to mail
to each holder of record of a certificate or certificates (referred to
hereinafter individually as a "Certificate" and collectively as "Certificates")
that immediately prior to the Effective Time represented outstanding Company
Common Shares whose shares were converted into the right to receive Merger
Consideration pursuant to Section 2.1, (i) a letter of transmittal (which shall
specify that delivery shall be effected, and risk of loss and title to the
Certificates held by such person shall pass, only upon delivery of the
Certificates to the Paying Agent and shall be in customary form and have such
other provisions as Parent may reasonably specify) and (ii) instructions for use
in effecting the surrender of the Certificates in exchange for the Merger
Consideration. Upon surrender of a Certificate for cancellation to the Paying
Agent, together with such letter of transmittal, duly completed and validly
executed, and such other documents as may reasonably be required by the Paying
Agent, the holder of such Certificate shall be entitled to receive in exchange
therefor the Merger Consideration and the Certificate so surrendered shall
forthwith be canceled. In the event of a transfer of ownership of Company Common
Shares that is not registered in the stock transfer books of the Company, the
proper amount of cash may be paid in exchange therefor to a person other than
the person in whose name the Certificate so surrendered is registered if such
Certificate shall be properly endorsed or otherwise be in proper form for
transfer and the person requesting such payment shall pay any transfer or other



taxes required by reason of the payment to a
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person other than the registered holder of such Certificate the Merger
Consideration or establish to the satisfaction of Parent that such tax has been
paid or is not applicable. No interest shall be paid or shall accrue on the cash
payable upon surrender of any Certificate.

         (c) No Further Ownership Rights in Company Common Shares. The Merger
Consideration paid upon the surrender of a Certificate in accordance with the
terms of this Article II shall be deemed to have been paid in full satisfaction
of all rights pertaining to the Company Common Shares formerly represented by
such Certificate. At the Effective Time the stock transfer books of the Company
shall be closed, and there shall be no further registration of transfers on the
stock transfer books of the Surviving Corporation of the Company Common Shares
that were outstanding immediately prior to the Effective Time. If, after the
Effective Time, Certificates are presented to the Surviving Corporation or the
Paying Agent for transfer or any other reason, they shall be canceled and
exchanged as provided in this Article II.

         (d) No Liability. To the fullest extent permitted by applicable law,
none of Parent, Merger Sub, the Company or the Paying Agent shall be liable to
any person in respect of any cash from the Exchange Fund delivered to a public
official pursuant to any applicable abandoned property, escheat or similar law.
If any Certificates shall not have been surrendered prior to six years after the
Effective Time (or immediately prior to such earlier date on which any Merger
Consideration would otherwise escheat to or became the property of any
Governmental Entity (as defined in Section 3.5(b)), any such Merger
Consideration in respect thereof shall, to the fullest extent permitted by
applicable law, become the property of the Surviving Corporation, free and clear
of all claims or interests of any person previously entitled thereto.

         (e) Lost, Stolen or Destroyed Certificates. In the event that any
Certificate shall have been lost, stolen or destroyed, the Surviving Corporation
or Paying Agent shall pay the Merger Consideration in exchange for such lost,
stolen or destroyed Certificate, upon the making of an affidavit of that fact by
the holder thereof in form and substance reasonably satisfactory to the
Surviving Corporation or Paying Agent, as the case may be; provided, however,
that the Surviving Corporation may, in its discretion and as a condition
precedent to the payment of such Merger Consideration, require the owner of such
lost, stolen or destroyed Certificate to deliver a bond in such sum as the
Surviving Corporation may reasonably direct as indemnity against any claim that
may be made against the Surviving Corporation or the Paying Agent with respect
to such Certificate.

         (f) Termination of Exchange Fund. Any portion of the Exchange Fund that
remains undistributed to the holders of Company Common Shares for six months
after the Effective Time shall be returned to Parent, upon demand, and any
holder of Company Common Shares shall look as a general creditor only to Parent
for payment of such cash to which such holder may be due subject to applicable
law.
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         (g) Withholding Rights. Parent shall be entitled to deduct and withhold
from the consideration otherwise payable pursuant to this Agreement such amounts
as Parent is required to deduct and withhold with respect to the making of such
payment under the Code or any provision of state, local or foreign tax law. To
the extent that amounts are so withheld by Parent, such withheld amounts shall
be treated for all purposes of this Agreement as having been paid to the holder
of the Company Common Shares in respect of which such deduction and withholding
was made by Parent.

         (h) Charges and Expenses. The Surviving Corporation shall pay all
charges and expenses, including those of the Paying Agent, in connection with
the exchange of cash for Company Common Shares.

                                   ARTICLE III

         Except as set forth in the corresponding sections or subsections of the
disclosure letter, dated this date, delivered by the Company to Parent (the
"Company Disclosure Letter"), the Company hereby represents and warrants to
Parent and Merger Sub as follows:

      Section 3.1 Organization and Qualification; Subsidiaries. (a) The Company
is a corporation duly organized and validly existing under the laws of The
Commonwealth of Massachusetts and with respect to which no articles of
dissolution have been filed. Each of the Subsidiaries of the Company is a
corporation or other business entity duly organized, validly existing and in



good standing under the laws of its jurisdiction of incorporation or
organization, and each of the Company and its Subsidiaries has the requisite
corporate or other organizational power and authority to own, operate or lease
its properties and to carry on its business as it is now being conducted, and is
duly qualified as a foreign corporation to do business, and is in good standing,
in each jurisdiction where the character of its properties owned, operated or
leased or the nature of its activities makes such qualification necessary, in
each case except as would not, individually or in the aggregate, have or
reasonably be expected to have a Material Adverse Effect.

         (b) All of the outstanding shares of capital stock and other equity
securities of the Subsidiaries of the Company have been validly issued and are
fully paid and nonassessable, and are owned, directly or indirectly, by the
Company, free and clear of all pledges and security interests, except for a de
minimis number of shares of capital stock of certain Subsidiaries that, due to
the requirements of local law, must be held by the managing director (or other
Person with comparable duties or responsibilities) of the Subsidiary who resides
in the jurisdiction of incorporation. There are no subscriptions, options,
warrants, calls, commitments, agreements, conversion rights or other rights of
any character (contingent or otherwise) entitling any Person to purchase or
otherwise acquire from the Company or any of its Subsidiaries at any time, or
upon the happening of
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any stated event, any shares of capital stock or other equity securities of any
of the Subsidiaries of the Company. The Company Disclosure Letter lists the name
and jurisdiction of incorporation or organization of each Subsidiary of the
Company.

         (c) Except for interests in its Subsidiaries, neither the Company nor
any of its Subsidiaries owns directly or indirectly any capital stock of, or
other equity or voting or similar interest (including a joint venture interest)
in any Person or has any monetary or other obligation or made any commitment to
acquire any such interest or make any such investment.

      Section 3.2 Articles of Organization and By-laws. The Company has
furnished, or otherwise made available, to Parent a complete and correct copy of
the Company's Articles of Organization and its By-laws, each as amended to the
date of this Agreement. Such Articles of Organization and By-laws are in full
force and effect. The Company is not in violation of any of the provisions of
the Articles of Organization or By-laws.

      Section 3.3 Capitalization. As of November10, 2000, the authorized
capital stock of the Company consists of 20,000,000 Company Common Shares, and
500,000 shares of preferred stock, $0.01 par value per share (the "Preferred
Stock"), of which 100,000 shares are designated as shares of Series A Junior
Participating Preferred Stock, $0.01 par value per share ("Company Preferred
Shares"). As of November10, 2000, (a) 6,491,823 Company Common Shares were
outstanding, (b) 6,491,823 Rights issued pursuant to the Rights Agreement were
outstanding, (c) Company Options to purchase an aggregate of 1,755,486 Company
Common Shares were outstanding, all of which were granted under the 1992 Equity
Incentive Plan, 1994 Directors Stock Option Plan and 1998 Employee and
Consultant Non-Qualified Stock Option Plan (collectively, the "Stock Option
Plans"), 1,755,486 Company Common Shares were reserved for issuance upon the
exercise of outstanding Company Options, 1,206,159 Company Common Shares were
reserved for future grants under the Stock Option Plans and 100,000 Company
Preferred Shares were reserved for issuance under the Rights Agreement, (d)
1,937,776 Company Common Shares were held by the Company in its treasury, and
(e) no shares of capital stock of the Company were held by the Company's
Subsidiaries. Except for the Rights, the Company has no outstanding bonds,
debentures, notes or other obligations entitling the holders thereof to vote (or
which are convertible into or exercisable for securities having the right to
vote) with the shareholders of the Company on any matter. Since November 10,
2000, the Company (i) has not issued any Company Common Shares other than upon
the exercise of Company Options, (ii) has granted no Company Options to purchase
Company Common Shares under the Stock Option Plans or otherwise, and (iii) has
not split, combined or reclassified any of its shares of capital stock. All
issued and outstanding Company Common Shares are duly authorized, validly
issued, fully paid, nonassessable and free of preemptive rights. Except for the
Rights, there are no other shares of capital stock or voting securities of the
Company, and no existing options,
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warrants, calls, subscriptions, convertible securities, or other rights,
agreements or commitments which obligate the Company or any of its Subsidiaries
to issue, transfer or sell any shares of capital stock of, or equity interests
in, the Company or any of its Subsidiaries and there are no stock appreciation
rights or limited stock appreciation rights outstanding other than those
attached to such Company Options. There are no outstanding obligations of the



Company or any Subsidiaries to repurchase, redeem or otherwise acquire any
shares of capital stock of the Company and there are no performance awards
outstanding under the Stock Option Plans or any other outstanding stock related
awards. After the Effective Time, the Surviving Corporation will have no
obligation to issue, transfer or sell any shares of capital stock of the
Company, the Parent or the Surviving Corporation pursuant to any Company Benefit
Plan, including the Stock Option Plans. There are no voting trusts or other
agreements or understandings to which the Company or any of its Subsidiaries is
a party with respect to the voting of capital stock of the Company or any of its
Subsidiaries. No Company Common Shares have been repurchased by the Company or
any of its Subsidiaries since May 10, 2000. For purposes of this Agreement,
"Company Options" shall mean subscriptions, options (including those granted
under the Stock Option Plans), warrants, calls, commitments, agreements,
conversion rights or other rights of any character (contingent or otherwise) to
purchase or otherwise acquire from the Company or any of its Subsidiaries at any
time, or upon the happening of any stated event, any shares of the capital stock
of the Company, whether or not then exercisable by their terms.

      Section 3.4 Power and Authority; Authorization; Valid and Binding.(a) The
Company has the requisite corporate power and authority to execute and deliver
this Agreement and, subject to the approval of the Merger and this Agreement by
an affirmative vote of the holders of not less than a majority of the
outstanding shares of Company Common Shares (the "Shareholder Approval"), to
consummate the transactions contemplated hereby. The execution and delivery of
this Agreement by the Company, the performance by it of its obligations
hereunder and the consummation by the Company of the transactions contemplated
hereby, have been duly authorized by all necessary corporate action on the part
of the Company (other than the Shareholder Approval). This Agreement has been
duly executed and delivered by the Company and, assuming the due authorization,
execution and delivery of this Agreement by Parent and Merger Sub, this
Agreement constitutes a legal, valid and binding obligation (subject to the
Shareholder Approval) of the Company enforceable against it in accordance with
the terms hereof, subject to bankruptcy, insolvency, fraudulent transfer,
moratorium, reorganization and similar laws of general applicability relating to
or affecting creditors' rights and to general equity principles (regardless of
whether such enforceability is considered in a proceeding in equity or at law).
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         (b) The Board of Directors, at a meeting duly called and held, or by
unanimous written consent, has adopted resolutions (x) determining that the
terms of this Agreement, the Offer and the Merger are fair to and in the best
interests of the Company and the Shareholders, (y) approving this Agreement and
the transactions contemplated hereby, including the Offer and the Merger, and
(z) resolving to recommend that the Shareholders accept the Offer and tender
their Company Common Shares pursuant to the Offer (the determinations, approvals
and recommendations of the Company Board being hereinafter collectively referred
to as the "Recommendation"). Assuming the accuracy of Parent's and Merger Sub's
representation in Section 4.4, such resolutions are necessary to render
inapplicable to Parent and Merger Sub and this Agreement and the transactions
contemplated hereby, including the Offer and the Merger, the provisions of
Chapter 110C (assuming the requirement that the terms of the Offer be furnished
to the Shareholders is satisfied), Chapter 110D and Chapter 110F of the MBCL.

      Section 3.5 No Conflict; Required Filings and Consents. (a) The execution
and delivery of this Agreement by the Company do not, and the performance by the
Company of its obligations hereunder and the consummation by the Company of the
transactions contemplated hereby, will not (i) violate or conflict with the
Articles of Organization or the By-laws of the Company, (ii) subject to
obtaining or making the notices, reports, filings, waivers, consents, approvals
and authorizations referred to in paragraph (b) below, conflict with or violate
any law, regulation, court order, judgment or decree applicable to the Company
or any of its Subsidiaries or by which any of their respective property is bound
or affected, other than the filings required under the Securities Act of 1933,
as amended (the "Securities Act"), and the Exchange Act, (iii) subject to
obtaining or making the notices, reports, filings, waivers, consents, approvals
and authorizations referred to in paragraph (b) below, require any consent,
approval or authorization of, or declaration, filing or registration with, any
Governmental Entity or (iv) result in any breach of or constitute a default (or
an event which with notice or lapse of time or both would become a default)
under, or give to others any rights of termination, cancellation, vesting or
acceleration of any obligation under, result in the creation of a lien, claim or
encumbrance on any of the properties or assets of the Company or any of its
Subsidiaries pursuant to, result in the loss of any benefit under (including an
increase in the price paid by, or cost to, the Company or any of its
Subsidiaries), require the consent of any other party to, or result in any
obligation on the part of the Company or any of its Subsidiaries to repurchase
(with respect to a bond or a note), any agreement, contract, instrument, bond,
note, indenture, permit, license or franchise to which the Company or any of its
Subsidiaries is a party or by which the Company, any of its Subsidiaries or any
of their respective property is bound or affected, except, in the case of



clauses (ii), (iii) and (iv) above, as would not, individually or in the
aggregate, have or reasonably be expected to have a Material Adverse Effect.
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         (b) Except for applicable requirements under the premerger notification
requirements of the Hart-Scott-Rodino Antitrust Improvements Act of 1976, as
amended (the "HSR Act"), and for applicable requirements under antitrust laws of
any foreign jurisdiction, the filing of articles of merger with respect to the
Merger as required by the MBCL and other filings with states in which the
Company is qualified to do business, filings with the SEC under the Securities
Act, and the Exchange Act, any filings required pursuant to any state securities
or "blue sky" laws, or pursuant to the rules and regulations of the Nasdaq Stock
Market or any other stock exchange on which the Company Common Shares are
listed, neither the Company nor any of its Subsidiaries is required to submit
any notice, report or other filing with any Governmental Entity in connection
with the execution, delivery, performance or consummation of this Agreement or
the Merger. Except as set forth in the immediately preceding sentence, no
waiver, consent, approval or authorization of any governmental or regulatory
authority, court, agency, commission or other governmental entity, domestic or
foreign, or any securities exchange or other self-regulatory body, domestic or
foreign (each a "Governmental Entity"), is required to be obtained by the
Company or any of its Subsidiaries in connection with its execution, delivery,
performance or consummation of this Agreement or the transactions contemplated
hereby except for such waivers, consents, approvals or authorizations that, if
not obtained or made, would not, individually or in the aggregate, have or
reasonably be expected to have a Material Adverse Effect.

      Section 3.6 SEC Reports; Financial Statements.(a) The Company has filed
all forms, reports and other documents required to be filed by it with the SEC
since January 1, 1998, including any amendments or supplements (collectively,
including any such forms, reports and documents filed after this date, the "SEC
Reports"), and, with respect to the SEC Reports filed by the Company after the
date hereof and prior to the Closing Date, will deliver or make available to
Parent all of its SEC Reports in the form filed with the SEC. The SEC Reports
(i) were (and any SEC Reports filed after this date will be) in all material
respects in compliance with the requirements of the Securities Act or the
Exchange Act, as the case may be, and the rules and regulations promulgated
thereunder, and (ii) as of their respective filing dates, did not (and any SEC
Reports filed after the date hereof and prior to the Closing Date will not)
contain any untrue statement of a material fact or omit to state a material fact
required to be stated therein or necessary in order to make the statements
therein, in the light of the circumstances under which they were made, not
misleading.

         (b) The consolidated financial statements of the Company, including all
related notes and schedules, contained in the SEC Reports (or incorporated
therein by reference) fairly present (or, with respect to financial statements
contained in the SEC Reports filed after this date, will fairly present) the
consolidated financial position of the Company and its consolidated subsidiaries
as of the respective dates thereof and the
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consolidated results of operations, retained earnings and cash flows of the
Company and its consolidated subsidiaries for the respective periods indicated,
in each case have been prepared in accordance with generally accepted accounting
principles ("GAAP"), applied on a consistent basis throughout the periods
involved (except for changes in accounting principles disclosed in the notes)
and the rules and regulations of the SEC, except that interim financial
statements are subject to normal year-end adjustments which are not and are not
expected to be, individually or in the aggregate, material in amount and do not
include certain notes which may be required by GAAP but which are not required
by Form 10-Q of the SEC.

      Section 3.7 Absence of Certain Changes.Except as disclosed in the SEC
Reports filed prior to this date (which SEC Reports for the period ended
September 30, 2000 will not contain financial statements that are materially
different from those financial statements for such period that were previously
provided to Parent and Merger Sub and included in the Company Disclosure
Letter), (a) since September 30, 2000, the Company and each of its Subsidiaries
has conducted its business in the ordinary and usual course of its business
consistent with past practice and there has not been any change in the financial
condition, business, prospects or results of operations of the Company and its
Subsidiaries, or any development or combination of developments that,
individually or in the aggregate, has had or would be expected to have a
Material Adverse Effect and (b) since September 30, 2000, there has not been any
action by the Company which if taken after the date hereof would constitute a
breach of Section 5.1 hereof.



      Section 3.8 Litigation and Liabilities.(a) Except as disclosed in the SEC
Reports filed prior to this date, or in the Company Disclosure Letter, there
are no civil, criminal or administrative actions, suits, proceedings (including
condemnation proceedings) or hearings, pending or, to the knowledge of the
Company, threatened against, the Company or any of its Subsidiaries or any of
their respective properties and assets, except for any of the foregoing which
would not, individually or in the aggregate, have or reasonably be expected to
have a Material Adverse Effect.

         (b) Neither the Company nor any of its Subsidiaries has any liabilities
or obligations, (absolute, accrued, contingent or otherwise), except (i)
liabilities and obligations in the respective amounts reflected or reserved
against in the Company's consolidated balance sheet as of September 30, 2000
included in the SEC Reports, (ii) liabilities and obligations incurred in the
ordinary course of business since September 30, 2000 consistent with past
practice which individually or in the aggregate would not have or reasonably be
expected to have a Material Adverse Effect, (iii) liabilities permitted to be
incurred pursuant to Section 5.1 or (iv) liabilities or obligations relating to
matters disclosed in the Company Disclosure Letter.
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      Section 3.9 No Violation of Law; Permits. The business of the Company and
each of its Subsidiaries is not in violation of any statutes of law, ordinances
regulations, judgments, orders or decrees of any Governmental Entity, any
permits, franchises, licenses, authorizations or consents granted by any
Governmental Entity, and the Company and each of its Subsidiaries has obtained
all permits, franchises, licenses, authorizations or consents necessary for the
conduct of its business, except, with respect to each of the matters herein, as
would not, individually or in the aggregate, have or reasonably be expected to
have a Material Adverse Effect. Neither the Company nor any of its Subsidiaries
is subject to any cease and desist or other order, judgment, injunction or
decree issued by, or is a party to any written agreement, consent agreement or
memorandum of understanding with, is a party to any commitment letter or similar
undertaking to, is subject to any order or directive by, or has adopted any
board resolutions at the request of, any Governmental Entity that restricts the
conduct of its business (whether the type of business, the location or
otherwise) and which, individually or in the aggregate, would have or reasonably
be expected to have a Material Adverse Effect, nor has the Company been advised
that any Governmental Entity has proposed issuing or requesting any of the
foregoing.

      Section 3.10 Employee Matters; ERISA. (a) Set forth in the Company
Disclosure Letter is a complete list of each Company Benefit Plan. The term
"Company Benefit Plan" shall mean (i) each plan, program, policy, contract or
agreement providing for compensation, severance, termination pay, performance
awards, stock or stock-related awards, fringe benefits or other employee
benefits of any kind, including, without limitation, any "employee benefit
plan," within the meaning of Section 3(3) of ERISA but excluding any
"multiemployer plan" within the meaning of Sections 3(37) or 4001(a)(3) of
ERISA, and (ii) each employment, severance, consulting, non-compete,
confidentiality, or similar agreement or contract, in case of each of (i) and
(ii) with respect to which the Company or any Subsidiary of the Company has or
may have any liability (accrued, contingent or otherwise) sponsored or
maintained for its United States employees. As of the date hereof, neither the
Company nor any Subsidiary of the Company or other entity considered to be a
single employer with the Company under Section 4001(a)(15) of ERISA or Section
414 of the Code (a "Company ERISA Affiliate") is a party to any Company
Multiemployer Plan. The term "Company Multiemployer Plan" shall mean any
"multiemployer plan" within the meaning of Section 4001(a)(3) of ERISA in
respect to which the Company or any Subsidiary of the Company, or any Company
ERISA Affiliate of the Company has or may have any liability (accrued,
contingent or otherwise). No current or future liabilities for plans or
arrangements similar to those described in subsections (i) and (ii) above
sponsored or maintained by either the Company or any Subsidiary and in effect
for employees of the Company's Subsidiaries outside the United States would have
or reasonably be expected to have a Material Adverse Effect.
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         (b) The Company has provided or made available, or has caused to be
provided or made available, to Parent (i) current, accurate and complete copies
of all documents embodying each Company Benefit Plan, including all amendments,
written interpretations (which interpretation could be regarded as increasing
the liabilities of the Company and its Subsidiaries taken as a whole under the
relevant Company Benefit Plan) and all trust or funding agreements with respect
thereto; (ii) the most recent annual actuarial valuation, if any, prepared for
each Company Benefit Plan; (iii) the most recent annual report (Series 5500 and



all schedules), if any, required under ERISA in connection with each Company
Benefit Plan or related trust; (iv) the most recent determination letter
received from the Internal Revenue Service, if any, for each Company Benefit
Plan and related trust which is intended to satisfy the requirements of Section
401(a) of the Code; (v) if any Company Benefit Plan is funded, the most recent
annual and periodic accounting of such Company Benefit Plan's assets; (vi) the
most recent summary plan description together with the most recent summary of
material modifications, if any, required under ERISA with respect to each
Company Benefit Plan; and (vii) all material communications to any one or more
current, former or retired employee, officer, consultant, independent
contractor, agent or director of the Company or any Subsidiary of the Company
(each, a "Company Employee" and collectively, the "Company Employees") relating
to each Company Benefit Plan (which communication could be regarded as
increasing the liabilities of the Company and its Subsidiaries taken as a whole
under the relevant Company Benefit Plan).

         (c) All Company Benefit Plans have been administered in all respects in
accordance with the terms thereof and all applicable laws except for violations
which, individually or in the aggregate, would not have or reasonably be
expected to have a Material Adverse Effect. Each Company Benefit Plan which is
an "employee pension benefit plan" within the meaning of Section 3(2) of ERISA
("Pension Plan") and which is intended to be qualified under Section 401(a) of
the Code (each, an " Company Pension Plan"), has received a favorable
determination letter from the Internal Revenue Service, and the Company is not
aware of any circumstances that would reasonably be expected to result in the
revocation or denial of this qualified status. Except as otherwise set forth in
the Company Disclosure Letter or in the SEC Reports filed prior to this date,
there is no pending or, to the Company's knowledge, threatened, claim,
litigation, proceeding, audit, examination or investigation relating to any
Company Benefit Plans or Company Employees that, individually or in the
aggregate, would have or reasonably be expected to have a Material Adverse
Effect.

         (d) No Company Benefit Plan nor any plan sponsored by any Subsidiary or
any Company ERISA Affiliate is subject to Title IV of ERISA.
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         (e) All contributions, premiums and payments (other than contributions,
premiums or payments that are not material, in the aggregate) required to be
made under the terms of any Company Benefit Plan have been made.

         (f) Except as set forth in the Company Disclosure Letter, the execution
of, and performance of the transactions contemplated in, this Agreement will not
(either alone or upon the occurrence of any additional or subsequent events) (i)
constitute an event under any Company Benefit Plan, trust or loan that will or
may result in any payment (whether of severance pay or otherwise), acceleration,
forgiveness of indebtedness, vesting (except as may be required by law),
distribution, increase in benefits or obligation to fund benefits with respect
to any Company Employee, or (ii) result in the triggering or imposition of any
restrictions or limitations on the right of the Company, any Subsidiary of the
Company or Parent to amend or terminate any Company Benefit Plan. Except as set
forth in the Company Disclosure Letter, no payment or benefit which will or may
be made by the Company, any Subsidiary of the Company, Parent or any of their
respective affiliates with respect to any Company Employee will be characterized
as an "excess parachute payment," within the meaning of Section 280G(b)(1) of
the Code.

         (g) Set forth in the Company Disclosure Letter is a list of all
outstanding and unexercised options granted under the Company's Stock Option
Plans, specifying the name of each optionee, the date on which each option was
granted, the number of shares that may be purchased pursuant to each option, the
exercise price at which such shares may be purchased, the vesting period for
each option, and the expiration date of each option. Immediately prior to the
Closing, there will be no Company Options outstanding.

      Section 3.11 Labor Matters. Except as set forth in the SEC Reports filed
prior to this date, and except for those matters that would not, individually or
in the aggregate, have or reasonably be expected to have a Material Adverse
Effect, there is no (i) work stoppage, slowdown, lockout or labor strike against
the Company or any Subsidiary of the Company by Company Employees (or any union
that represents them) pending or, to the knowledge of the Company, threatened,
or (ii) alleged unfair labor practice, labor dispute (other than routine
grievances), union organizing activity or labor arbitration proceeding pending
or, to the knowledge of the Company, threatened against the Company or any of
its Subsidiaries relating to their businesses. Neither the Company nor any of
its Subsidiaries is a party to, or bound by, any collective bargaining agreement
or other contracts with a labor union or labor organization. The Company is in
compliance with all laws regarding employment, employment practices, terms and
conditions of employment and wages and laws, except for such noncompliance
which, either individually or in the aggregate, would not have or reasonably be
expected to have a Material Adverse Effect. Except as set forth in the Company



Disclosure Letter, to the knowledge of the Company, no employee of the Company
or any of its Subsidiaries
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having total annual compensation of more than $50,000 has given oral (within the
two months immediately preceding the date of this Agreement) or written notice
of intent to terminate such employee's employment.

      Section 3.12 Environmental Matters. Except (1) as set forth in the SEC
Reports filed prior to this date, or in the Company Disclosure Letter; and (2)
for those matters that do not, individually or in the aggregate, have or are
reasonably expected to have a Material Adverse Effect (for purposes of Section
3.12(c)(ii), 3.12(c)(iii) (relating to any real or personal property not owned
by the Company or its Subsidiaries at present or in the past), 3.12(d)(ii) and
3.12(e) (relating to property not owned by the Company or its Subsidiaries at
present or in the past) only, the dollar thresholds for determining whether a
matter or matters constitute a Material Adverse Effect shall be $1,000,000
individually or $6,000,000 in the aggregate):

         (a) The Company and each of its Subsidiaries is in compliance with all
applicable Environmental Laws, and neither the Company nor any of its
Subsidiaries has received any written communication from any Person or
Governmental Entity that alleges that the Company or any of its Subsidiaries is
not in compliance with applicable Environmental Laws.

         (b) The Company and each of its Subsidiaries has obtained or has
applied for all applicable environmental, health and safety permits, licenses,
variances, approvals and authorizations required under Environmental Laws
(collectively, the "Environmental Permits") necessary for the construction of
its facilities or the conduct of its operations, and all those Environmental
Permits are in effect or, where applicable, a renewal application has been
timely filed and is pending agency approval, and the Company and its
Subsidiaries are in compliance with all terms and conditions of such
Environmental Permits. All Environmental Permits of the Company and its
Subsidiaries are listed in the Company Disclosure Letter referencing this
Section 3.12(b), and the Company and its Subsidiaries previously has made
available to Parent and Merger Sub true, correct and complete copies of all such
Environmental Permits.

         (c) There is no Environmental Claim pending or, to the knowledge of the
Company, threatened (i) against the Company or any of its Subsidiaries, (ii)
against any Person whose liability for any Environmental Claim has been retained
or assumed contractually by the Company or any of its Subsidiaries, or (iii)
against any real or personal property or operations which the Company or any of
its Subsidiaries owns, leases or operates, in whole or in part.

         (d) There have been no Releases of any Hazardous Material that the
Company reasonably believes form the basis of any Environmental Claim (i)
against the Company or any of its Subsidiaries, or (ii) against any Person whose
liability for any
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Environmental Claim has been retained or assumed contractually by the
Company or any of its Subsidiaries.

         (e) None of the properties owned, leased or operated by the Company,
its Subsidiaries or any predecessor thereof are now, or were in the past, listed
on the National Priorities List of Superfund Sites or any analogous state list
(excluding easements that transgress those Superfund sites).

      For purposes of this Agreement:

         (i) "Environmental Claim" means any and all administrative, regulatory
or judicial actions, suits, demands, demand letters, directives, claims, liens,
investigations, proceedings or notices of noncompliance or violation by any
Person (including any federal, state, local or foreign governmental authority)
alleging potential liability (including, without limitation, potential
responsibility for or liability for enforcement, investigatory costs, cleanup
costs, governmental response costs, removal costs, remedial costs, natural
resources damages, property damages, personal injuries or penalties) arising out
of, based on or resulting from (A) the presence, or Release or threatened
Release into the environment, of any Hazardous Materials at any location,
whether or not owned, operated, leased or managed by the Company or any of its
Subsidiaries; or (B) circumstances forming the basis of any violation or alleged
violation of any Environmental Law; or (C) any and all claims by any third party
seeking damages, contribution, indemnification, cost recovery, compensation or
injunctive relief resulting from the presence or Release of any Hazardous
Materials.



         (ii) "Environmental Laws" means all applicable foreign, federal, state
and local laws, rules, requirements and regulations relating to the environment
(including, without limitation, ambient air, surface water, groundwater, land
surface or subsurface strata) or protection of human health as it relates to the
environment including, without limitation, laws and regulations relating to
Releases of Hazardous Materials, or otherwise relating to the manufacture,
processing, distribution, use, treatment, storage, disposal, transport or
handling of Hazardous Materials or relating to management of asbestos in
buildings.

         (iii) "Hazardous Materials" means (A) any petroleum or any by-products
or fractions thereof, asbestos or asbestos-containing materials, urea
formaldehyde foam insulation, any form of natural gas, explosives,
polychlorinated biphenyls ("PCBs"), radioactive materials, ionizing radiation,
electromagnetic field radiation or microwave transmissions; (B) any chemicals,
materials or substances, whether waste materials, raw materials or finished
products, which are now defined as or included in the definition of "hazardous
substances," "hazardous wastes," "hazardous materials," "extremely hazardous
substances," "restricted hazardous wastes," "toxic substances," "toxic
pollutants," "pollutants," "contaminants" or words of similar import
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under any Environmental Law; and (C) any other chemical, material or substance,
whether waste materials, raw materials or finished products, regulated under any
Environmental Law.

         (iv) "Release" means any release, spill, emission, leaking, injection,
deposit, disposal, discharge, dispersal, leaching or migration into the
environment (including without limitation ambient air, atmosphere, soil, surface
water, groundwater or property).

      Section 3.13  [Intentionally omitted.]

      Section 3.14 Brokers. Set forth in the Company Disclosure Letter is a
list of each broker, finder or investment banker and other Person entitled to
any brokerage, finder's, investment banking or other similar fee or commission
in connection with the transactions contemplated by this Agreement based upon
arrangements made by or on behalf of the Company or any of its Subsidiaries and
the expected amounts of such fees and commissions. The Company has previously
provided to Parent copies of any agreements giving rise to any such fee or
commission.

      Section 3.15 Tax Matters. Except (1) as set forth in the SEC Reports
filed prior to this date, and (2) for those matters that do not, individually or
in the aggregate, have or are reasonably likely to have a Material Adverse
Effect:

         (a) All Tax Returns required to be filed by the Company or its
Subsidiaries on or prior to the Effective Time have been or will be prepared in
good faith and timely filed with the appropriate Governmental Entity on or prior
to the Effective Time and all such Tax Returns are (or, as to Tax Returns not
filed on the date hereof, will be) complete and accurate in all respects.

         (b) All Taxes that are required to be paid by the Company or its
Subsidiaries, either (x) have been fully paid on a timely basis (except with
respect to matters contested in good faith as set forth in the Company
Disclosure Letter) or (y) are adequately reflected as a liability on the
Company's or its Subsidiaries' books and records and financial statements and
remitted to the appropriate Governmental Entity. All Taxes required to be
collected or withheld from third parties by the Company or its Subsidiaries have
been collected or withheld.

         (c) The Company and its Subsidiaries have made due and sufficient
accruals and reserves for their respective liabilities for Taxes in their
respective books and records and financial statements.

                                       25

         (d) The Company and each of its Subsidiaries have not waived any
statute of limitations, or agreed to any extension of time, with respect to
Taxes or a Tax assessment or deficiency, which waiver or extension is in effect.

         (e) As of this date, (A) there are not pending or, threatened in
writing, any audits, examinations, investigations or other proceedings in
respect of Taxes or Tax matters and (B) there are not any unresolved questions
or claims concerning the Company's or any of its Subsidiary's Tax liability that



(i) were raised by any taxing authority in a communication to the Company or any
Subsidiary and (ii) would be individually or in the aggregate, material to the
Company and its Subsidiaries taken as a whole, after taking into account any
reserves for Taxes set forth on the most recent balance sheet contained in the
SEC Reports filed prior to this date.

         (f) The Company has made available to Parent true and correct copies of
the United States federal income and all state income or franchise Tax Returns
filed by the Company and its Subsidiaries for each of its fiscal years ended on
or about December 31, 1997, 1998 and 1999.

         (g) The Company has not distributed the stock of a "controlled
corporation" (as defined in section 355(a) of the Code) in a transaction subject
to section 355 of the Code within the past two years or before such time if the
distribution was part of a plan (or series of related transactions) of which the
Merger is also a part.

         (h) Neither Company nor any of its Subsidiaries (i) has any liability
under Treasury Regulation Section 1.1502-6 or analogous state, local or foreign
Law for any Taxes, other than for Taxes of Company or its Subsidiaries or (ii)
is a party to a Tax sharing or Tax indemnity contract or any other contract of a
similar nature with any entity other than Company or any of its Subsidiaries
that remains in effect.

         As used in this Agreement, (i) the term "Tax" (including, with
correlative meaning, the terms "Taxes" and "Taxable") includes all federal,
state, local and foreign income, profits, franchise, gross receipts, license,
premium, environmental (including taxes under Section 59A of the Code), capital
stock, severance, stamp, payroll, sales, employment, unemployment, disability,
use, transfer, property, withholding, excise, production, occupation, windfall
profits, customs duties, social security (or similar), registration, value
added, alternative or add-on minimum, estimated, occupancy and other taxes,
duties or governmental assessments of any nature whatsoever, together with all
interest, penalties and additions imposed with respect to such amounts and any
interest in respect of such penalties and additions, and (ii) the term "Tax
Return" includes all returns and reports (including elections, declarations,
disclosures, schedules, estimates and information returns) required to be
supplied to a Tax authority relating to Taxes.
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      Section 3.16 Intellectual Property. Neither the Company nor any of its
Subsidiaries currently utilizes, any patented invention, trademark, trade name,
service mark, copyright, software, trade secret or know-how (collectively,
"Intellectual Property"), except for those which are owned, possessed or
lawfully used by the Company or its Subsidiaries in their business operations,
and neither the Company nor any of its Subsidiaries infringes upon or unlawfully
uses any patented invention, trademark, trade name, service mark, copyright, or
trade secret owned or validly claimed by another Person except, in each case, as
would not, individually or in the aggregate, have or reasonably be expected to
have a Material Adverse Effect. The Company and its Subsidiaries own, have a
valid license to use or have the right validly to use all patented inventions,
trademarks, tradenames, service marks, copyrights, trade secrets, know how and
software necessary to carry on their respective businesses except the failure of
which to own, validly license or have the right validly to use, individually or
in the aggregate, would not have or reasonably be expected to have a Material
Adverse Effect. All ownership rights, license rights and other rights to use any
patented invention, trademark, trade name, service mark, copyright, software
(except for commercial software programs that are generally available to the
public through dealers in commercial software or directly from the manufacturer
which have been licensed to the Company), trade secret or know-how necessary to
carry on the businesses of the Company and its Subsidiaries are transferable
free of any lien, pledge, charge, security interest or other encumbrance (each,
an "Encumbrance"), except the failure of which to be freely transferable would
not have or reasonably be expected to have a Material Adverse Effect. Neither
the Company nor its Subsidiaries are aware of any third party infringement or
misappropriation of any patent, trademark, trade name, service mark, copyright,
software, trade secret or know-how owned by the Company or its Subsidiaries.

      Section 3.17 Insurance. Except to the extent adequately accrued on the
most recent balance sheet contained in the SEC Reports filed as of this date,
neither the Company nor its Subsidiaries has any obligation (contingent or
otherwise) to pay in connection with any insurance policies any retroactive
premiums or "retro-premiums" that, individually or in the aggregate, would have
or reasonably be expected to have a Material Adverse Effect. The Company and its
Subsidiaries have obtained and maintained in full force and effect insurance
with insurance companies or associations in such amounts, on such terms and
covering such risks, as is customarily carried by reasonably prudent persons
conducting businesses or owning or leasing assets similar to those conducted,
owned or leased by the Company, except where the failure to obtain or maintain
such insurance, individually or in the aggregate, would not have or be
reasonably be expected to have a Material Adverse Effect.



      Section 3.18 Contracts and Commitments. Set forth in the Company
Disclosure Letter is a complete and accurate list of all of the following
contracts (written or oral),
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plans, undertakings, commitments or agreements ("Company Contracts") to which
the Company or any of its Subsidiaries is a party or by which any of them is
bound as of the date of this Agreement:

         (a) each distribution, supply, inventory purchase, franchise, license,
joint development, sales, agency or advertising contract involving annual
expenditures or liabilities in excess of $200,000 which is not cancelable
(without material penalty, cost or other liability) within one year;

         (b) each promissory note, loan, agreement, indenture, evidence of
indebtedness or other instrument providing for the lending of money, whether as
borrower, lender or guarantor, in excess of $100,000;

         (c) each contract, lease, agreement, instrument or other arrangement
containing any covenant limiting the freedom of the Company or any of its
subsidiaries to engage in the business of the Company or compete with any
person;

         (d) each joint venture or partnership agreement that is material to the
Company and its Subsidiaries taken as a whole; and

         (e) any contract that would constitute a "material contract" (as such
term is defined in Item 601(b)(10) of Regulation S-K of the SEC).

         True and complete copies of the written Company Contracts, as amended
to date, that would be required to be filed as exhibits to the Company's Form
10-K if such Form 10-K were being filed on this date, that have not been filed
prior to the date hereof as exhibits to the SEC Reports have been delivered or
made available to Parent.

         Each Company Contract is valid and binding on the Company, and any
Subsidiary of the Company which is a party thereto and, to the knowledge of the
Company, each other party thereto and is in full force and effect, and the
Company and its Subsidiaries have performed and complied with all obligations
required to be performed or complied with by them under each Company Contract,
except in each case as would not, individually or in the aggregate, have or
reasonably be expected to have a Material Adverse Effect.

      Section 3.19 Title to Assets. The Company and its Subsidiaries have good
and marketable title to all of their real and personal properties and assets
reflected in the unaudited consolidated balance sheet of the Company as of
September 30, 2000 (the "Latest Balance Sheet") (other than assets disposed of
since September 30, 2000 in the ordinary course of business, and properties and
assets acquired since September 30, 2000), in each case free and clear of all
Encumbrances except for (i) Encumbrances which secure indebtedness reflected in
the SEC Reports; (ii) liens for Taxes accrued but
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not yet due; (iii) liens arising as a matter of law in the ordinary course of
business with respect to obligations incurred after the date of the Latest
Balance Sheet, provided that the obligations secured by such liens are not
delinquent; and (iv) such imperfections of title and Encumbrances, if any, as
would not have or reasonably be expected to have a Material Adverse Effect. The
Company and its Subsidiaries own, or have valid leasehold interests in, all
properties and assets used in the conduct of their business. Any real property
and other assets held under lease by the Company or any of its Subsidiaries are
held under valid, subsisting and enforceable leases with such exceptions which,
individually or in the aggregate, would not reasonably be expected to interfere
with the use made or proposed to be made by the Company or any of its
Subsidiaries of such property.

      Section 3.20 State Takeover Statutes. The Board of Directors of the
Company has approved the Offer, the Merger and this Agreement and, assuming the
accuracy of Parent's and Merger Sub's representation in Section 4.4, such
approval is necessary to render inapplicable to the Offer, the Merger, this
Agreement and the transactions contemplated by this Agreement, the provisions of
Chapters 110D and 110F of the Massachusetts General Laws to the extent, if any,
such chapters are applicable to the transactions contemplated by this Agreement.
No other "fair price," "merger moratorium," "control share acquisition" or other
anti-takeover statute or similar statute or regulation (other than Chapter 110C



of the Massachusetts General Laws) applies or purports to apply to the Merger,
this Agreement, the Offer or any of the transactions contemplated hereby or
thereby.

      Section 3.21 Rights Agreement. To the best of the Company's knowledge, no
"Distribution Date" or "Triggering Event" (as such terms are defined in the
Rights Agreement) has occurred as of this date. This Agreement and the Option
Agreement and the consummation of the transactions contemplated hereunder and
thereunder, including the Offer and the Merger, have been approved by at least
two-thirds (2/3) of the Continuing Directors (as defined in the Rights
Agreement). The Rights Agreement has been amended so that the execution or
delivery of this Agreement, the acquisition or deemed beneficial ownership of
any Company Common Shares by Parent or Merger Sub pursuant to the Shareholders
Agreement or the Option Agreement, or the exchange of the Company Common Shares
for cash in accordance with Article II will not cause (A) the Rights issued
pursuant to the Rights Agreement to become exercisable under the Rights
Agreement, (B) Parent or Merger Sub to be deemed an "Acquiring Person" (as
defined in the Rights Agreement), or (C) a "Stock Acquisition Date" or a
"Triggering Event" (each as defined in the Rights Agreement) to occur upon any
such event. The execution and delivery of this Agreement, the Option Agreement
and the Shareholders Agreement and the consummation of the transactions
contemplated hereby and thereby will not result in the ability of any Person to
exercise any Rights or cause the Rights to separate from the
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Company Common Shares to which they are attached or to be triggered or become
exercisable.

      Section 3.22 Product Warranty. Each product manufactured, sold, leased, or
delivered by any of the Company and its Subsidiaries has been in substantial
conformity with all applicable contractual commitments and all express and
implied warranties, and none of the Company and its Subsidiaries has any
liability (and there is no basis for any present or future action, suit,
proceeding, hearing, investigation, charge, complaint, claim, or demand against
any of them giving rise to any liability) for replacement or repair thereof or
other damages in connection therewith other than liabilities that would not have
or reasonably be expected to have a Material Adverse Effect, subject only to the
reserve for product warranty claims as adjusted for the passage of time through
the Closing Date in accordance with the past custom and practice of the Company
and its Subsidiaries. No product manufactured, sold, leased, or delivered by any
of the Company and its Subsidiaries is subject to any guaranty, warranty, or
other indemnity beyond the applicable standard terms and conditions of sale or
lease. The Company has provided the Parent on or prior to the date hereof copies
of the standard terms and conditions of sale or lease of products for each of
the Company and its Subsidiaries (containing applicable guaranty, warranty, and
indemnity provisions).

      Section 3.23 Product Liability. None of the Company and its Subsidiaries
has any liability (and there is no basis for any present or future action, suit,
proceeding, hearing, investigation, charge, complaint, claim, or demand against
any of them giving rise to any liability) arising out of any injury to
individuals or property as a result of the ownership, possession, or use of any
product manufactured, sold, leased, or delivered by any of the Company and its
Subsidiaries, other than liabilities that would not have or reasonably be
expected to have a Material Adverse Effect.

      Section 3.24 Opinion Of Financial Advisor.

         The Company has received the written opinion of Broadview International
LLC, substantially to the effect that, as of the date hereof, the consideration
to be received in the Offer and the Merger by the Shareholders is fair to the
Shareholders from a financial point of view. A true and complete copy of such
opinion has been delivered to Parent.

                                       30

                                   ARTICLE IV

      Parent and Merger Sub hereby represent and warrant to the Company as of
the date of this Agreement as follows:

      Section 4.1 Existence; Corporate Authority. Parent and Merger Sub are
corporations duly incorporated, validly existing and in good standing under the
laws of their jurisdiction of incorporation and have all requisite corporate



power and authority to own, operate and lease its properties and carry on its
business as now conducted, except where the failure to have such power and
authority, individually or in the aggregate, would not delay the consummation of
the Offer or the Merger or materially adversely affect their ability to
consummate the Offer or the Merger. Merger Sub is directly and wholly owned by
Parent and has conducted no business other than in connection with the
transactions contemplated by this Agreement.

      Section 4.2 Authorization, Validity and Effect of Agreements. Each of
Parent and Merger Sub has the necessary corporate power and authority to enter
into and deliver this Agreement and to perform their obligations hereunder and
to consummate the transactions contemplated hereby. The execution and delivery
of this Agreement by each of Parent and Merger Sub, the performance by each of
them of their respective obligations hereunder and the consummation by each of
Parent and Merger Sub of the transactions contemplated hereby, have been duly
authorized by all necessary corporate action on their respective parts. This
Agreement has been duly executed and delivered by each of Parent and Merger Sub
and, assuming the due authorization, execution and delivery of this Agreement by
the Company, this Agreement constitutes a legal, valid and binding obligation of
each of Parent and Merger Sub enforceable against each of them in accordance
with the terms hereof, subject to bankruptcy, insolvency, fraudulent transfer,
moratorium, reorganization and similar laws of general applicability relating to
or affecting creditors' rights and to general equity principles (regardless of
whether such enforceability is considered in a proceeding in equity or at law).

      Section 4.3 No Violation. (a) The execution and delivery of this
Agreement by Parent and Merger Sub does not, and the performance by Parent and
Merger Sub of their obligations hereunder and the consummation by Parent and
Merger Sub of the transactions contemplated hereby, will not (i) violate or
conflict with the Merger Sub's articles of organization, Parent's certificate of
incorporation or the bylaws of Parent or Merger Sub, (ii) subject to obtaining
or making the notices, reports, filings, waivers, consents, approvals or
authorizations referred to in paragraph (b) below, conflict with or violate any
law, regulation, court order, judgment or decree applicable to Parent or any of
its Subsidiaries (including Merger Sub) or by which any of their respective
property is bound or affected, other than the filings required under the
Exchange Act and the
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Securities Act, except, in the case of clause (ii) above, as would not,
individually or in the aggregate, have or reasonably be expected to have a
material adverse effect on their ability to consummate the Offer or the Merger.

         (b) Except for applicable requirements, if any, under the premerger
notification requirements of the HSR Act, the filing of articles of merger with
respect to the Merger as required by the MBCL, filings with the SEC under the
Securities Act and the Exchange Act, any filings required pursuant to any state
securities or "blue sky" laws, or pursuant to the rules and regulations of any
stock exchange on which shares of Parent Common Stock are listed, neither Parent
nor any of its Subsidiaries (including Merger Sub) is required to submit any
notice, report or other filing with any Governmental Entity in connection with
the execution, delivery, performance or consummation of the transactions
contemplated by this Agreement, including the Offer and the Merger, except where
the failure to submit such notice, report or other filing would not,
individually or in the aggregate, delay the consummation of the Offer or the
Merger or have or reasonably be expected to have a material adverse effect on
Parent's or Merger Sub's ability to consummate the Merger or otherwise prevent
Parent or Merger Sub from performing its obligations under this Agreement.
Except as set forth in the immediately preceding sentence, no waiver, consent,
approval or authorization of any governmental or regulatory authority, court,
agency, commission or other governmental entity or any securities exchange or
other self-regulatory body, domestic or foreign Governmental Entity is required
to be obtained by Parent or any of its Subsidiaries (including Merger Sub) in
connection with its execution, delivery, performance or consummation of this
Agreement or the transactions contemplated hereby except for such waivers,
consents, approvals or authorizations that, if not obtained or made, would not,
individually or in the aggregate, delay the consummation of the Offer or the
Merger or have or be expected to have a material adverse effect on Parent's or
Merger Sub's ability to consummate the Offer or the Merger or otherwise prevent
Parent or Merger Sub from performing their obligations under this Agreement.

      Section 4.4 Interested Shareholder. As of the date hereof (excluding any
beneficial ownership that may be attributed to Parent or Merger Sub by virtue of
any transaction contemplated by this Agreement or by the execution of this
Agreement), (i) neither Parent, Merger Sub nor any of their affiliates is, with
respect to the Company, an "Interested Shareholder", as such term is defined in
Chapter 110F of the MBCL and (ii) neither Parent, Merger Sub nor any of their
affiliates beneficially owns any Company Common Shares.



      Section 4.5 Parent Public Reports; Financial Statements. Parent has
delivered to the Company true and complete copies of, including all amendments
thereto, its Annual Report for the calendar year ended December 31, 1999, the
annual report on Form
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10-K for the year ended December 31, 1999, and the quarterly reports on Form
10-Q for the quarters ended March 31, 2000 and June 30, 2000 (collectively, the
"Parent Public Reports"). The consolidated financial statements of Parent
contained in the Parent Public Reports present fairly the financial position of
Parent and its consolidated subsidiaries at the respective dates of the balance
sheet and the results of operations for the periods then ended, in conformity
with generally accepted accounting principles applied on a consistent basis. The
Parent Public Reports do not contain any untrue statement of a material fact or
omit to state a material fact necessary in order to make the statements made
therein, in the light of the circumstances under which they were made, not
misleading.

      Section 4.6 Financial Ability to Perform. Parent and Merger Sub will have
cash funds sufficient as and when needed to pay (a) all cash payments for
Company Common Shares tendered in connection with the Offer and the Merger, (b)
the aggregate amount of Net Gains attributable to all Company Options that the
Company becomes obligated to pay pursuant to Section 2.1(e) of this Agreement,
and (c) all related fees and expenses.

      Section 4.7 Brokers. No broker, finder, financial advisor or investment
banker and other Person is entitled to any brokerage, finder's, financial
advisor's investment banking or other similar fee or commission in connection
with the Offer, the Merger or the other transactions contemplated by this
Agreement based upon arrangements made by or on behalf of Parent, other than
Merrill Lynch, Pierce, Fenner & Smith Incorporated ("Merrill Lynch").

      Section 4.8  Opinion Of Financial Advisor.

         Parent has received an oral opinion of Merrill Lynch (which opinion
will be confirmed in writing dated the date of this Agreement), substantially to
the effect that, as of such date, the consideration to be paid in the Offer and
the Merger to the Shareholders is fair to Parent from a financial point of view.

      Section 4.9 Litigation. There is no civil, criminal or administrative
action, suit, claim, proceeding, hearing or investigation pending or, to the
knowledge of Parent or its Subsidiaries (including Merger Sub), threatened
against, or otherwise adversely affecting Parent or its Subsidiaries (including
Merger Sub) or any of their respective properties and assets that (a) has or
reasonably would be expected to have a material adverse effect on the ability of
Parent and Merger Sub to consummate the Offer or the Merger or (b) seeks to
materially delay or prevent the consummation of the Offer or the Merger or
otherwise prevent either Parent or Merger Sub from performing their respective
obligations under this Agreement. Neither Parent or its Subsidiaries (including
Merger Sub) nor any property or asset of Parent or its Subsidiaries (including
Merger Sub) is subject to any continuing order of, consent decree, settlement
agreement or similar written agreement
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with, or continuing investigation by, any Governmental Entity, or any order,
writ, judgment, injunction, decree, determination or award of any Governmental
Entity that would prevent or materially delay consummation of the Offer of the
Merger or otherwise prevent or materially delay Parent or Merger Sub from
performing their respective obligations under this Agreement or have or
reasonably be expected to have a material adverse effect on the ability of
Parent and Merger Sub to consummate the Offer or the Merger; provided, however
that a material adverse effect with respect to Parent and its Subsidiaries
(including Merger Sub), taken as a whole, will not be deemed to have occurred if
the change, circumstance, event, effect or state of facts results primarily from
(i) changes in general business conditions in the input device industry or (ii)
the public announcement by the Company or pendency of the Merger.

                                    ARTICLE V

      Section 5.1 Interim Operations of The Company. The Company covenants and
agrees as to itself and its Subsidiaries that, after the date hereof, until the
earlier to occur of (a) the termination of this Agreement pursuant to Section
8.1 and (b) the Effective Time (unless Parent shall otherwise approve in
writing, or unless as otherwise expressly contemplated by this Agreement or
expressly disclosed in the Company Disclosure Letter):

         (i) the business of the Company and its Subsidiaries (other than the



Company's Subsidiary in Australia) taken as a whole shall be conducted in all
material respects in the ordinary and usual course consistent with the Company's
past practice and, to the extent consistent therewith, the Company shall use,
and shall cause its Subsidiaries to use, reasonable commercial efforts to
preserve its business organization intact in all material respects, keep
available the services of its officers and employees as a group (subject to
changes in the ordinary course) and maintain its existing relations and goodwill
in all material respects with customers, suppliers, regulators, distributors,
creditors, lessors, and others having business dealings with it, in each case,
consistent with the Company's past practice;

         (ii) the Company shall not issue, deliver, grant or sell any additional
Company Common Shares or any Company Options (other than the issuance, delivery,
grant or sale of Company Common Shares pursuant to the exercise or conversion of
Company Options outstanding as of this date);

         (iii) the Company shall not (A) amend its Articles of Organization or
By-laws, amend or take any action under the Rights Agreement (except as set
forth in Section 6.10), or adopt any other shareholders rights plan or enter
into any agreement with any of its shareholders in their capacity as such; (B)
split, combine, subdivide or reclassify its outstanding shares of capital stock;
(C) declare, set aside or pay any
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dividend or distribution payable in cash, stock or property in respect of any of
its capital stock, other than dividends and distributions by a direct or
indirect wholly-owned subsidiary of the Company to its parent corporation; or
(D) repurchase, redeem or otherwise acquire or permit any of its Subsidiaries to
purchase, redeem or otherwise acquire, any shares of its capital stock or any
Company Options (it being understood that this provision shall not prohibit the
exercise (cashless or otherwise) of Company Options);

         (iv) the Company shall not, and shall not cause or permit any of its
Subsidiaries to, take any action that it knows would cause any of its
representations and warranties in this Agreement to become inaccurate in any
material respect;

         (v) except as expressly permitted by this Agreement, and except as
required by applicable law or pursuant to contractual obligations in effect on
this date; the Company shall not, and shall not permit its Subsidiaries to, (A)
enter into, adopt or amend (except for renewals on substantially identical
terms) any agreement or arrangement relating to severance, (B) enter into, adopt
or amend (except for renewals on substantially identical terms) any employee
benefit plan or employment or consulting agreement (including, without
limitation, the Company Benefit Plans referred to in Section 3.10); or (C) grant
any stock options or other equity related awards;

         (vi) except for borrowings under lines of credit contemplated by the
Company Disclosure Letter and trade debt incurred in the ordinary course of
business consistent with past practice, neither the Company nor any of its
Subsidiaries shall issue, incur or amend the terms of any indebtedness for
borrowed money or guarantee any such indebtedness (other than indebtedness of
the Company or any wholly-owned Subsidiary);

         (vii) neither the Company nor any of its Subsidiaries shall make any
capital expenditures in an aggregate amount in excess of the aggregate amount
reflected in the capital expenditure budget, a copy of which is attached to the
Company Disclosure Letter;

         (viii) other than in the ordinary course of business consistent with
past practice, neither the Company nor any of its Subsidiaries shall transfer,
lease, license, sell, mortgage, pledge, encumber or otherwise dispose of any of
its or its Subsidiaries' property or assets (including capital stock of any of
its Subsidiaries) material to the Company and its Subsidiaries taken as a whole,
except pursuant to contracts existing as of this date (the terms of which have
been previously disclosed to Parent);

         (ix) neither the Company nor any of its Subsidiaries shall issue,
deliver, sell or encumber shares of any class of its capital stock or any
securities convertible into, or any rights, warrants or options to acquire, any
such shares, except any
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such shares issued pursuant to options and other awards outstanding on this date
under Company Benefit Plans or as otherwise permitted by this Agreement;

         (x) neither the Company nor any of its Subsidiaries shall acquire any
business, including any facilities, whether by merger, consolidation, purchase
of property or assets or otherwise, except to the extent provided for in the



capital expenditure budget attached to the Company Disclosure Letter;

         (xi) The Company shall not change its accounting policies, practices or
methods in any manner that materially affects the reported consolidated assets,
liabilities or results of operations of the Company, except as required by GAAP,
applicable law or by the rules and regulations of the SEC;

         (xii) other than pursuant to this Agreement, the Company shall not, and
shall not permit any of its Subsidiaries to, take any action to cause Company
Common Shares to cease to be listed on the Nasdaq National Market System;

         (xiii) The Company shall not, and shall not permit any of its
Subsidiaries to, enter into any Company Contract described in clauses (c) and
(d) of Section 3.18, or enter into or amend any distribution, supply, inventory
purchase, franchise, license, sales agency or advertising contract outside of
the ordinary course of business consistent with past practice in scope and
amount but in no event for a term (or an extension of a term) beyond the date
that is twelve months after the date of this Agreement;

         (xiv) The Company shall not, and shall not cause or permit any of its
Subsidiaries to, change or, other than in the ordinary course of business
consistent with past practice, make any material Tax election, settle any audit
or file any amended Tax Returns, except as required by applicable law;

         (xv) The Company shall not take any action that could reasonably be
expected to result in (A) any representation and warranty of the Company set
forth in this Agreement that is qualified as to materiality becoming untrue, (B)
any such representation and warranty that is not so qualified becoming untrue in
any manner that has or is reasonably expected to have a Material Adverse Effect
or (C) any condition to the Offer or the Merger not being satisfied; or

         (xvi) The Company shall not enter into, or permit any of its
Subsidiaries to enter into, any commitments or agreements to do any of the
foregoing.

      Section 5.2 Interim Operations of Parent. Parent covenants and agrees as
to itself and its Subsidiaries (including Merger Sub) that, after this date,
until the earlier to occur of (a) the termination of this Agreement pursuant to
Section 8.1 and (b) the
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Effective Time (unless the Company shall otherwise approve in writing, or unless
as otherwise expressly contemplated by this Agreement), Parent shall not take
any action that could reasonably be expected to result in (A) any representation
and warranty of Parent or Merger Sub set forth in this Agreement that is
qualified as to materiality becoming untrue, (B) any such representation and
warranty that is not so qualified becoming untrue in any material respect or (C)
any condition to the Offer or the Merger not being satisfied.

      Section 5.3  No Solicitation.

         (a) The Company shall immediately cease and terminate any existing
solicitation, initiation, encouragement, activity, discussion or negotiation
with any Persons conducted heretofore by the Company, its Subsidiaries or any of
their respective representatives with respect to any proposed, potential or
contemplated Acquisition Transaction.

         (b) From and after this date, without the prior written consent of
Parent, the Company will not, and will not authorize or permit any of its
Subsidiaries to, and shall use its reasonable best efforts to cause any of its
or their respective officers, directors, employees, financial advisors, agents
or other representatives not to, directly or indirectly, solicit, initiate or
encourage (including by way of furnishing information) or take any other action
(other than public disclosure by the Company in the ordinary course of the
Company's business consistent with the Company's past practices) to facilitate
the making of any proposal which constitutes or may reasonably be expected to
lead to an Acquisition Proposal from any Person, engage in any discussion or
negotiations relating thereto or accept any Acquisition Proposal or enter into
any contract or understanding requiring it to abandon, terminate or fail to
consummate the Merger or any of the other transactions contemplated by this
Agreement; provided that, at any time prior to the acceptance for payment of
Company Common Shares pursuant to the Offer, the Company may, subject to
compliance with this Section 5.3(b), furnish information to, and negotiate or
otherwise engage in discussions with, any Person (a "Proposing Party") who (x)
delivers a bona fide written Acquisition Proposal which was not solicited,
initiated, encouraged or facilitated by the Company, directly or indirectly,
after the date of this Agreement or otherwise resulted from a breach of this
Section 5.3, and (y) enters into an appropriate confidentiality agreement with
the Company (which agreement shall be no less favorable to the Company than the
Confidentiality Agreement and a copy of which will be delivered to Parent



promptly after the execution thereof), if, but only if, the Board of Directors
determines in good faith by a majority vote, (i) after consultation with, and
receipt of advice from, its outside legal counsel, and taking into account,
among other things, all legal, financial, regulatory and other aspects of the
proposal and the party making the proposal, that such proposal would, if
consummated, result in a transaction that is more favorable to its shareholders
(in their capacities as shareholders), from a
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financial point of view, than the transactions contemplated by this Agreement,
and (ii) after consultation with the Company's independent financial advisors,
that such proposal could reasonably be expected to be completed (a "Superior
Transaction").

         (c) The Company shall notify Parent orally and in writing (1) of any
such offers or proposals (including, without limitation, the terms and
conditions of any such offers or proposals), and any amendments or revisions
thereto, (2) whether the Person making such offer or proposal has a class of
equity securities that is publicly traded, and whether such Person is a Fortune
500 company, is listed on the New York Stock Exchange or is traded on The Nasdaq
National Market, and (3) without requiring the Company to divulge information
that reasonably could lead Parent to identify the Person making such offer or
proposal, such other information regarding the financial position of the Person
making such offer or proposal and such other information as Parent reasonably
may request relating to such Person's ability to finance and consummate the
Acquisition Transaction so offered or proposed. The foregoing information shall
be delivered to Parent as promptly as practicable following the receipt by the
Company of such offer or proposal, and the Company shall keep Parent reasonably
informed of the status and material terms of any such offer or proposal. For
purposes of this Agreement, "Acquisition Proposal" shall mean, with respect to
the Company, any proposal or offer from any Person (other than Parent or any of
its Subsidiaries) relating to any (i) direct or indirect acquisition or purchase
of a portion of the business of the Company or any of its Subsidiaries that
generates 20% or more of the consolidated net revenues or constitutes 20% or
more of the assets of the Company and its Subsidiaries, (ii) direct or indirect
acquisition or purchase of 20% or more of any class of equity securities of the
Company or any of its Subsidiaries whose business generates 20% or more of the
consolidated net revenues or constitutes 20% or more of the assets of the
Company and its Subsidiaries, (iii) tender offer or exchange offer that if
consummated would result in any Person beneficially owning 20% or more of the
capital stock of the Company, or (iv) merger, consolidation, business
combination, recapitalization, liquidation, dissolution or similar transaction
involving the Company or any of its Subsidiaries whose business generates 20% or
more of the consolidated net revenues or constitutes 20% or more of the assets
of the Company and its Subsidiaries. Each of the transactions referred to in
clauses (i) - (iv) of the definition of Acquisition Proposal, other than any
such transaction to which Parent or any of its Subsidiaries is a party, shall be
deemed to exclude the Company's Subsidiary in Australia and is referred to as an
"Acquisition Transaction". For purposes of this Section 5.1(c), "consolidated
net revenues" shall refer to the aggregate revenues of the Company and its
Subsidiaries for the 12-month period ending on the last day of the period
covered by the most recent Form 10-K report of the Company or, if later, the
most recent Form 10-Q report of the Company filed with the SEC.

         (d) If, prior to the acceptance for payment of Company Common Shares
pursuant to the Offer, the Board of Directors determines in good faith by a
majority vote,
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with respect to any Acquisition Proposal from a Proposing Party for an
Acquisition Transaction received after the date hereof that was not solicited,
initiated, encouraged or facilitated by the Company, directly or indirectly, as
required by, and in accordance with, Section 5.3(b) above, after the date of
this Agreement or did not otherwise result from a breach of this Section 5.3,
that, based upon consultations with the Company's independent financial advisors
and outside legal counsel, the Acquisition Transaction is a Superior
Transaction, then the Company may terminate this Agreement and enter into an
acquisition agreement for the Superior Transaction; provided that, prior to any
such termination, and in order for such termination to be effective, (i) the
Company shall provide Parent three business day's written notice that it intends
to terminate this Agreement pursuant to this Section 5.3(d), identifying the
Superior Transaction and delivering an accurate description of all material
terms of the Superior Transaction to be entered into, and (ii) on the date of
termination (provided that the advice of the Company's independent financial
advisors and outside legal counsel referred to above shall continue in effect
without revocation, revision or modification), the Company shall deliver to
Parent (A) a written notice of termination of this Agreement pursuant to this
Section 5.3(d), (B) wire transfer of immediately available funds in the amount
of the Termination Fee, (C) a written acknowledgment from the Company that the



termination of this Agreement and the entry into the Superior Transaction are a
Triggering Event, and (D) a written acknowledgment from each other party to the
Superior Transaction that it has read the Company's acknowledgment referred to
in clause (C) above and will not contest the matters thus acknowledged by the
Company, including the payment of the Termination Fee.

         (e) Nothing in this Section 5.3 shall prevent the Board of Directors
from taking, and disclosing to the Shareholders, a position contemplated by Rule
14d-9 and Rule 14e-2(a) promulgated under the Exchange Act or making any
disclosure required under the MBCL (subject, however, to compliance with the
balance of this sentence where applicable), and the Board of Directors may prior
to the acceptance for payment of Company Common Shares pursuant to the Offer,
withdraw, modify or change its Recommendation if, in the good faith judgment of
the Board of Directors, after consultation with outside legal counsel, failure
to take such action would be inconsistent with its obligations under applicable
law; provided that in the case of a tender offer made by any Person other than
Parent or Merger Sub, the Board of Directors shall not recommend that
shareholders tender their Company Common Shares in such tender offer unless (i)
such tender offer is determined to be a Superior Transaction in accordance with
the provisions of Section 5.3(d) and (ii) the Company has provided Parent with
not less than three business day's prior written notice of any such action;
provided, further, that in no event shall the Company or its Board of Directors
take, agree, or resolve to take any action prohibited by Section 5.3(b) or
5.3(d) except as expressly permitted by such Sections.
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         (f) Except pursuant to the exercise of its rights in compliance with
this Section 5.3, the Company shall not take any action to make the provisions
of Chapter 110D or Chapter 110F of the MBCL inapplicable to any Acquisition
Transaction in respect of the Company or release any standstill agreements or
other similar restrictions, or amend the Rights Agreement, redeem the Rights or
take any other action which would result in the Rights Agreement becoming
inapplicable to any Person or any Acquisition Transaction prior to the
termination of this Agreement in accordance with its terms.

                                   ARTICLE VI

       Section 6.1  Preparation of the Proxy Statement; Shareholders Meeting;
Offering Circular.

         (a) If the approval of this Agreement by the Shareholders is required
by law, the Company and Parent shall, as promptly as practicable following the
expiration of the Offer (provided that the Minimum Tender Condition shall have
been satisfied), prepare and file with the SEC a proxy statement or information
statement relating to the Shareholder Approval (as amended or supplemented from
time to time, the "Proxy Statement") and the Company shall use its commercially
reasonable efforts to have the Proxy Statement promptly declared effective by
the SEC and to cause the Proxy Statement to be mailed to the Shareholders as
promptly as practicable following the expiration of the Offer in accordance with
the provisions of the MBCL. The Company shall promptly notify Parent upon the
receipt of any comments from the SEC or its staff or any request from the SEC or
its staff for amendments or supplements to the Proxy Statement and shall provide
Parent with copies of all correspondence between the Company and its
representatives, on the one hand, and the SEC and its staff, on the other hand.
Notwithstanding the foregoing, prior to filing or mailing the Proxy Statement
(or any amendment or supplement thereto) or responding to any comments of the
SEC with respect thereto, the Company (i) shall provide Parent a reasonable
opportunity to review and comment on such document or response, (ii) shall
include in such document or response all comments reasonably proposed by Parent
and (iii) shall not file or mail such document or respond to the SEC prior to
receiving Parent's approval, which approval shall not be unreasonably withheld
or delayed.

         (b) If the approval of this Agreement by the Shareholders is required
by law, the Company shall, as promptly as practicable following the expiration
of the Offer (provided that the Minimum Tender Condition shall have been
satisfied), establish a record date (which will be as promptly as reasonably
practicable following the expiration of the Offer) for, duly call, give notice
of, convene and hold a meeting of the Shareholders (the "Shareholders Meeting")
for the purpose of obtaining the Shareholder Approval. Subject to Section
5.3(e), the Company shall, through the Board of Directors, declare advisable and
recommend to its Shareholders that they approve this Agreement, and shall
include such recommendation in the Proxy Statement. Without limiting the
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generality of the foregoing, the Company agrees that its obligations pursuant to
the first sentence of this Section 6.1(b) shall not be affected by (i) the
commencement, public proposal, public disclosure or communication to the Company
or any other person of any Acquisition Proposal or (ii) the withdrawal or



modification by the Board of Directors of its approval or recommendation of the
Offer, the Merger or this Agreement.

         (c) The Company represents and warrants that the information (other
than information with respect to Parent and Merger Sub which is supplied by
Parent and Merger Sub in writing to the Company specifically for use in the
Proxy Statement) contained in the Proxy Statement will not, at the date of
mailing to the Shareholders or at the date of such Shareholders Meeting, contain
any statement which, at the time and in light of the circumstances under which
it is made, is false or misleading with respect to any material fact required to
be stated therein or necessary to correct any statement in any earlier
communication with respect to the solicitation of proxies for such Shareholders
Meeting. The Company represents and warrants that the Proxy Statement will
comply as to form in all material respects with the Exchange Act and the rules
and regulations of the SEC thereunder. Parent and Merger Sub represent and
warrant that the information supplied by Parent and Merger Sub in writing to the
Company specifically for use in the Proxy Statement will not, at the date of
mailing to the Shareholders or at the date of the Shareholders Meeting, contain
any statement which, at the time and in light of the circumstances under which
it is made, is false or misleading with respect to any material fact required to
be stated therein or necessary to correct any statement in any earlier
communication with respect to the solicitation of proxies for the Shareholders
Meeting.

         (d) Notwithstanding Section 6.1(a), (b) or (c), in the event that
Parent, Merger Sub or any other Subsidiary of Parent acquires, directly or
indirectly, at least 90% of the outstanding Company Common Shares pursuant to
the Offer or otherwise, the parties hereto will take all necessary and
appropriate action to cause the Merger to become effective in accordance with
Section 82 of the MBCL without a meeting of the Shareholders as soon as
practicable after the acceptance for payment and purchase of the Company Common
Shares by Parent pursuant to the Offer.

      Section 6.2 Filings; Other Action. Subject to the terms and conditions
herein provided, the Company, Parent and Merger Sub shall: (a) make promptly
their respective filings, and any other submissions, under the HSR Act with
respect to the Merger and the other transactions contemplated hereby, (b) use
their reasonable best efforts to cooperate with one another in (i) determining
which other filings are required to be made prior to the expiration of the
Effective Time with, and which consents, approvals, permits or authorizations
are required to be obtained prior to the Effective Time from, Governmental
Entities or other third parties in connection with the execution and delivery of
this Agreement and the consummation of the transactions contemplated hereby and
(ii) timely making all such filings and timely seek all such consents,
approvals, permits,
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authorizations and waivers, and (c) use their reasonable best efforts to take,
or cause to be taken, all other actions and do, or cause to be done, all other
things necessary, proper or appropriate to consummate and make effective the
transactions contemplated by this Agreement; provided, however, that such
reasonable best efforts shall not include (i) the sale or divestiture of any
assets of Parent (or its affiliates) or (ii) the licensing of any Intellectual
Property of Parent or its affiliates or Intellectual Property to be acquired
under this Agreement. If, at any time after the Effective Time, any further
action is necessary or desirable to carry out the purpose of this Agreement, the
proper officers and directors of Parent or the Surviving Corporation shall take
all such necessary action.

      Section 6.3 Publicity. The initial press release relating to this
Agreement shall be issued jointly by the Company, Parent and Merger Sub.
Thereafter, subject to their respective legal obligations, the Company, Parent
and Merger Sub shall consult with each other, and use reasonable efforts to
agree upon the text of any press release, before issuing any such press release
or otherwise making public statements with respect to the transactions
contemplated hereby and in making any filings with any Governmental Entity or
with any national securities exchange with respect thereto.

      Section 6.4 Further Action. Each of the parties shall, subject to the
fulfillment at or before the Effective Time of each of the conditions of
performance set forth in this Agreement or the waiver thereof, use its
reasonable best efforts to perform those further acts and execute those
documents as may be reasonably required to effect the transactions contemplated
hereby. Each of the parties agrees to use its reasonable best efforts to obtain
in a timely manner all necessary waivers, consents, approvals and opinions and
to effect all necessary registrations and filings, and to use its reasonable
best efforts to take, or cause to be taken, all other actions and to do, or
cause to be done, all other things necessary, proper or advisable to consummate
and make effective as promptly as practicable the Offer and the Merger. In



furtherance of the foregoing, the Company shall use its reasonable best efforts
to procure the execution of agreements between the Surviving Corporation and
employees of the Company identified by Parent on terms satisfactory to Parent
and such employees.

      Section 6.5 Expenses. Whether or not the Offer or the Merger is
consummated, all costs and expenses incurred in connection with this Agreement
and the transactions contemplated hereby (including the Offer and the Merger)
shall be paid by the party incurring those expenses except as expressly provided
in this Agreement. All reasonable fees and expenses of the Company's financial
advisor and legal counsel shall be paid by the Surviving Corporation upon the
consummation of the Merger.
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      Section 6.6  Notification of Certain Matters. Each party shall give prompt
notice to the other parties of the following:

         (a) the occurrence or nonoccurrence of any event whose occurrence or
nonoccurrence is reasonably expected to cause any of the conditions precedent
set forth in Article VII not to be satisfied; and

         (b) any facts relating to that party which would make it necessary or
advisable to amend the Schedule TO or the Proxy Statement in order to make the
statements therein not untrue or misleading or to comply with applicable law;
provided, however, that the delivery of any notice pursuant to this Section 6.6
shall not limit or otherwise affect the remedies available hereunder to the
party receiving such notice.

         (c) From time to time after the date of this Agreement and prior to the
acceptance for payment of Company Common Shares pursuant to the Offer, the
Company will promptly supplement or amend the Company Disclosure Letter with
respect to any matter hereafter arising which, if existing or occurring at or
prior to the date of this Agreement, would have been required to be set forth or
described in the Company Disclosure Letter which is necessary to correct any
information in the Company Disclosure Letter or in any representation and
warranty of the Company that has been rendered inaccurate thereby. For purposes
of determining the accuracy of the representations and warranties of the Company
contained in Article III in order to determine the fulfillment of the conditions
set forth in paragraph (d) of Exhibit A, the Company Disclosure Letter delivered
by the Company shall be deemed to include only that information contained
therein on the date of this Agreement and shall be deemed to exclude any
information contained in any subsequent supplement or amendment thereto.

      Section 6.7 Access to Information. From the date of this Agreement until
the Closing, upon reasonable notice, the Company shall, and shall cause its
Subsidiaries to, (i) give Parent and its authorized representatives full access
to all books, records (except personnel files), personnel, offices and other
facilities and properties of the Company and its Subsidiaries and their
accountants and accountants' work papers, (ii) permit Parent to make such copies
and inspections thereof as Parent may reasonably request and (iii) furnish
Parent with such financial and operating data and other information with respect
to the business and properties of the Company and its Subsidiaries as Parent may
from time to time reasonably request; provided that no investigation or
information furnished pursuant to this Section 6.7 shall affect any
representation or warranty made herein by the Company or the conditions to the
obligations of Parent and Merger Sub to consummate the transactions contemplated
by this Agreement. Parent will endeavor to describe information requests with as
much specificity as is practicable. Each of Parent and the Company shall
designate a representative to coordinate information and other requests pursuant
to this Section 6.7. All access shall be subject to the condition that such
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examinations shall be conducted during normal business hours and in a manner
designed to minimize to the extent practicable disruption to the normal business
operations of the Company.

      Section 6.8 Insurance; Indemnity. (a) Parent will maintain in effect with
a carrier reasonably acceptable to the Company for not less than six years after
the Effective Time, the Company's current directors and officers insurance
policies, if such insurance is obtainable (or policies of at least the same
coverage containing terms and conditions no less advantageous to the current and
all former directors and officers of the Company) with respect to acts or
failures to act prior to the Effective Time, including acts relating to the
transactions contemplated by this Agreement; provided, however, that in order to
maintain or procure such coverage, Parent shall not be required to maintain or
obtain policies providing such coverage except to the extent such coverage can



be provided at an annual cost of no greater than two times the most recent
annual premium paid by the Company prior to the date hereof (the "Cap"); and
provided, further, that if equivalent coverage cannot be obtained, or can be
obtained only by paying an annual premium in excess of the Cap, Parent shall
only be required to obtain as much coverage as can be obtained by paying an
annual premium equal to the Cap.

         (b) From and after the Effective Time, Parent shall indemnify and hold
harmless to the fullest extent permitted under applicable law, each Person who
is, or has been at any time prior to the date hereof or who becomes prior to the
Effective Time, an officer or director of the Company or any of its Subsidiaries
(each, an "Indemnified Party") against all losses, claims, damages, liabilities,
costs or expenses (including attorneys' fees), judgments, fines, penalties and
amounts paid in settlement in connection with any claim, action, suit,
proceeding or investigation arising out of or pertaining to acts or omissions,
or alleged acts or omissions, by them in their capacities as such, which acts or
omissions occurred prior to the Effective Time, whether asserted or claimed
prior to, at or after the Effective Time. In the event of any such claim,
action, suit, proceeding or investigation (an "Action"), the Parent shall
control the defense of such Action with counsel selected by the Parent, which
counsel shall be reasonably acceptable to the Indemnified Party; provided,
however, that the Indemnified Party shall be permitted to participate in the
defense of such Action through counsel selected by the Indemnified Party, which
counsel shall be reasonably acceptable to the Parent, at the Indemnified Party's
expense. Notwithstanding the foregoing, if there is any conflict between the
Parent and any Indemnified Parties or there are additional defenses available to
any Indemnified Parties, the Indemnified Parties shall be permitted to
participate in the defense of such Action with counsel selected by the
Indemnified Parties, which counsel shall be reasonably acceptable to the Parent,
and Parent shall cause Parent to pay the reasonable fees and expenses of such
counsel, as accrued and in advance of the final disposition of such Action to
the fullest extent permitted by applicable law; provided,

                                       44

however, that the Parent shall not be obligated to pay the reasonable fees and
expenses of more than one counsel for all Indemnified Parties in any single
Action except to the extent that, in the opinion of counsel for the Indemnified
Parties, two or more of such Indemnified Parties have conflicting interests in
the outcome of such Action. The Parent shall not be liable for any settlement
effected without its written consent, which consent shall not unreasonably be
withheld.

         (c) The Surviving Corporation shall keep in effect all provisions in
its articles of organization and by-laws that provide for exculpation of
director and officer liability and indemnification (and advancement of expenses
related thereto) of the past and present officers and directors of the Company
to the fullest extent permitted by the MBCL and such provisions shall not be
amended except as either required by applicable law or to make changes permitted
by law that would enhance the rights of past or present officers and directors
to indemnification or advancement of expenses.

         (d) If the Surviving Corporation or any of its respective successors or
assigns (i) shall consolidate with or merge into any other corporation or other
entity and shall not be the continuing or surviving corporation or entity of the
consolidation or merger or (ii) shall transfer all or substantially all of its
properties and assets to any individual, corporation or other entity, then and
in each such case, proper provisions shall be made so that the successors and
assigns of the Surviving Corporation shall assume all of the obligations set
forth in this Section 6.8.

         (e) The provisions of this Section 6.8 are intended to be for the
benefit of, and shall be enforceable by, each of the Indemnified Parties, their
heirs and their representatives.

      Section 6.9  Employee Benefit Plans. The Company agrees to promptly take
all actions necessary to cause the following to occur on or prior to the Closing
Date:

         (a) Merger of 401(k) Plan. As the plan sponsor, the Company will (on or
before the Closing Date, except with respect to 6.9(a)(viii) herein, which shall
occur as soon as administratively practicable following the Closing Date) (i)
adopt all amendments to the Company's 401(k) plan (the "401(k) Plan") necessary
to make such Plan comply with the applicable legal requirements as changed by
the laws described in Rev. Proc. 99-23 issued by the Internal Revenue Service,
(ii) make its matching contributions (in amounts consistent with its practice of
making such contributions in prior years) to the accounts of participants in
such 401(k) Plan for the plan year ending December 31, 2000, (iii) comply with
the 401(k) Plan's provisions with respect to participant loans by placing in
default and treating as deemed distributions the amount of any loans outstanding
to former employees of the Company which have not been repaid in full (other
than the former employees affected by the sale of the Company's Factura



business), (iv) obtain the
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resignations of Geoffrey Clear, James Ragonese and Anne Marie Bell as trustees
of the trust forming part of such 401(k) Plan, effective as of the Closing Date,
(v) appoint L. Joseph Thompson as successor trustee of the trust forming part of
such 401(k) Plan, effective as of the Closing Date, (vi) approve the merger of
such 401(k) Plan with the Minnesota Mining and Manufacturing Company Voluntary
Investment Plan and Employee Stock Ownership Plan (the "VIP") effective as soon
as administratively practicable, but in any event at a time agreed upon by
Parent and the Surviving Corporation, which may occur following the Closing
Date, (vii) direct the trustees of the 401(k) Plan to prepare for the transfer
of the assets and records of such Plan to the trustee of the VIP as soon as
reasonably possible following the Closing Date, and (viii) prior to the merger
of the 401(k) Plan into the VIP, which may occur following the Closing Date,
cause the 401(k) Plan to return sufficient contributions and earnings thereon to
the Company's highly compensated employees so that the 401(k) Plan complies with
the anti-discrimination provisions of Section 401(k) of the Code for the plan
year ending December 31, 2000.

         (b) Termination of Stock Option Plans. As the plan sponsor, the Company
will (i) not issue options to purchase Company Common Shares under any of the
Stock Option Plans after the date of this Agreement, (ii) cause all of the
Company Options issued under the Stock Option Plans and outstanding as of the
date of this Agreement to become fully vested and immediately exercisable upon
the satisfaction of the Minimum Tender Condition, (iii) exercise its authority
under the Stock Option Plans to cause each Company Option still outstanding at
the Effective Time of the Merger to be converted into the right to receive in
cash an amount equal to the Net Gain attributable to such Company Option, and
(iv) cause all of the Stock Option Plans and all of the Company Options
outstanding under such Plans to be terminated effective as of the Closing Date,
subject to the right of the holders of Company Options to receive the Net Gains
attributable to their Company Options as described in Section 2.1(e) hereof.

         (c) Employment Agreements. The Company will assist Parent in (i)
identifying those key employees of the Company and its subsidiaries whose
continued employment following the Closing Date should be covered by individual
employment agreements, and (ii) designing the provisions of such agreements;
provided, however, that the Surviving Corporation shall have the final authority
to decide which of the Company's employees will be offered such employment
agreements. The Company will use reasonable commercial efforts to convince such
key employees to enter into such individual employment agreements on or prior to
the Closing Date.

         (d) Retention Incentives. The Company will assist Parent in (i)
identifying those key employees of the Company and its subsidiaries who should
be eligible for retention bonuses/compensation as an incentive for them to
continue their employment following the Closing Date, and (ii) designing the
terms and conditions of
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such retention bonuses/compensation; provided, however, that the Surviving
Corporation shall have the final authority to decide both the employees eligible
for such retention bonuses/compensation as well as the terms and conditions of
such bonuses/compensation.

         (e) Termination of Stock Purchase Plan. As the plan sponsor, the
Company will (i) exercise its authority under the 1995 Employee Stock Purchase
Plan to treat the Closing Date of the Merger as an Offering Termination Date for
purposes of such Plan, (ii) cause each Option in effect under the 1995 Employee
Stock Purchase Plan as of such Offering Termination Date to be exercised as of
the Closing Date, and (iii) cause the 1995 Employee Stock Purchase Plan and all
of the Options outstanding under such Plan to be terminated effective as of the
Closing Date, subject to the right of the Option holders to receive the Merger
Consideration for the Company Common Shares they become entitled to receive upon
the exercise of their Options.

         (f) Participation in 401(k) Plan. The Surviving Corporation shall
permit its employees to continue their participation in the 401(k) Plan (if they
have not become eligible to participate in the VIP) until such time as the
401(k) Plan is merged into the VIP.

         (g) No Action. Parent shall not take any action following the Effective
Time that would cause a breach of the Company's agreements made in this Section
6.9.

      Section 6.10 Rights Agreement. The Board of Directors of the Company
shall take all action requested by Parent in order to render the Rights



inapplicable to the Offer, the Merger and the other transactions contemplated
hereby.

                                   ARTICLE VII

      Section 7.1 Conditions to Obligations of the Parties to Consummate the
Merger. The respective obligation of each party to consummate the Merger shall
be subject to the satisfaction of each of the following conditions:

         (a) Shareholder Approval. The Shareholder Approval shall have been
obtained, if required by applicable law.

         (b) Legality. No order, decree or injunction (collectively, "Legal
Restraints") shall have been entered or issued by any Governmental Entity which
is in effect and has the effect of making the Merger illegal or otherwise
prohibiting consummation of the Merger. Each party agrees that, in the event
that any such order, decree or injunction shall be entered or issued, it shall
use its reasonable best efforts (using the standard described in Section 6.2(c)
of this Agreement) to cause any such order, decree or injunction to be lifted or
vacated.
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         (c) Antitrust. The waiting period (and any extension thereof) under the
HSR Act applicable to the Merger shall have expired or been terminated and any
other approval or waiting period required prior to the Effective Time under any
other applicable competition, merger control, antitrust or similar law or
regulation of any Governmental Entity shall have been obtained or terminated or
shall have expired, other than those the failure of which to have been obtained
or terminated or to have expired would not (x) reasonably be expected to have a
Material Adverse Effect (it being understood for purposes of this clause (x)
that no party may rely on the failure of this condition to be satisfied if such
failure was caused by such party's failure to comply with the terms of Section
6.2) or (y) result in the commission of a criminal offense.

         (d) Purchase of Company Common Shares in the Offer. Merger Sub shall
have previously accepted for payment and paid for the Company Common Shares
pursuant to the Offer.

      Section 7.2  Additional Conditions to Obligations of Parent and Merger
Sub.The obligations of Parent and Merger Sub to consummate the Merger shall also
be subject to the satisfaction or waiver of each of the following conditions:

         (a) The Company shall have performed in all material respects its
covenants contained in Section 1.3 of this Agreement required to be performed on
or prior to the Closing Date.

         (b) The Shareholders Agreement shall be in full force and effect.

         (c) The Option Agreement shall be in full force and effect.

         (d) The Company shall have performed in all material respects its
covenants contained in Section 6.9 of this Agreement that are required to be
performed on or prior to the Closing Date.

                                  ARTICLE VIII

      Section 8.1 Termination. This Agreement may be terminated, and the Offer
and the Merger contemplated hereby may be abandoned, at any time before the
Effective Time (except as otherwise provided), whether before or after the
Shareholder Approval has been obtained, as follows:

         (a) by mutual written consent of each of the Company and Parent;
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         (b) by any party, if Merger Sub shall not have accepted for payment any
Company Common Shares pursuant to the Offer satisfying the Minimum Tender
Condition prior to February 28, 2001 (the "Termination Date"); provided,
however, that the right to terminate this Agreement under this Section 8.1(b)
shall not be available to any party whose breach of this Agreement has been a
principal reason the Offer has not been consummated by such date; and provided
further, that either party, by written notice to the other party, may extend the
aforementioned February 28, 2001 date to a date not later than April 30, 2001 if
all conditions of the Offer other than those conditions set forth in subsection
(f) of Exhibit A to this Agreement have been satisfied on or before February 28,



2001;

         (c) by any party, if a Governmental Entity shall have issued an order,
decree or injunction or taken any other action permanently enjoining,
restraining or otherwise prohibiting the acceptance for payment of, or payment
for the company Common Shares pursuant to the Offer or the Merger and such
order, decree or injunction shall have become final and nonappealable (but only
if such party shall have used its reasonable best efforts to cause such order,
decree or injunction to be lifted or vacated);

         (d) by Parent, (i) if the Company shall have breached or failed to
perform any of its representations, warranties, covenants or agreements
contained in this Agreement, which breach individually or in the aggregate with
other such breaches, would give rise to the failure of a condition set forth in
paragraph (d) or (e) of Exhibit A hereto and has not been or is incapable of
being cured by the Company within 20 business days after its receipt of written
notice thereof from Parent, or (ii) if any suit, action or proceeding described
in paragraph (a) of Exhibit A hereto shall have prevailed and become final and
nonappealable;

         (e) by the Company, if either Parent or Merger Sub shall have breached
or failed to perform in any material respect any of its representations,
warranties, covenants or agreements contained in this Agreement except for such
failures that, individually or in the aggregate, would not reasonably be
expected to have a material adverse effect on Parent's or Merger Sub's ability
to consummate the transactions contemplated hereby, including the Offer and the
Merger, which breach or failure to perform has not been or is incapable of being
cured by Parent within 20 business days after its receipt of written notice
thereof from the Company;

         (f) by Parent, if the condition set forth in Section 7.1(a) has not
been satisfied, unless Company Common Shares satisfying the Minimum Tender
Condition have been tendered to Merger Sub;

         (g) by Parent, if (i) the Board of Directors shall or shall resolve to
(A) either not recommend that the Shareholders accept the Offer or, if
applicable, give the Shareholder Approval, (B) withdraw its Recommendation, (C)
modify its
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Recommendation in a manner adverse to Parent or Merger Sub, (D) approve,
recommend or fail to take a position that is adverse to any proposed Acquisition
Transaction (other than the Offer or the Merger) involving the Company or any of
its Subsidiaries, or (E) take any action which would constitute a breach of
Section 5.3(f), (ii) the Board of Directors shall have refused to affirm to
Parent its Recommendation to the Shareholders that they accept the Offer and
give the Shareholder Approval as promptly as practicable (but in any case within
five days) after receipt of any reasonable written request for such affirmation
from Parent, or (iii) a person shall have acquired more than 20% of the
outstanding Company Common Shares; or

         (h) by the Company pursuant to, but only in compliance with, Section
5.3.

      Section 8.2  Effect of Termination and Abandonment.  (a) In the event of
termination of this Agreement pursuant to this Article VIII, this Agreement
shall become void (other than this Section 8.2) with no liability on the part of
either party (or of any of its representatives);

         (b) Upon the happening of a Triggering Event, the Company shall pay to
Parent (or to any Subsidiary of Parent designated in writing by Parent to the
Company) the amount of $9,000,000 (the "Termination Fee"). "Triggering Event"
means any one of the following:

                  (i) a termination of this Agreement by Parent pursuant to
         Section 8.1(g)(i) or (ii);

                  (ii) a termination of this Agreement by Parent pursuant to
         Section 8.1(d)(i) or 8.1(f) if any Acquisition Proposal is publicly
         proposed or announced on or after the date hereof and such Acquisition
         Proposal has not been publicly rejected by the Board of Directors; or

                  (iii) a termination of this Agreement by the Company pursuant
         to Section 8.1(h); or

                  (iv) if, within twelve months after a termination of this
         Agreement, any Acquisition Transaction is entered into, agreed to or
         consummated by the Company with a Person (other than Parent or Merger
         Sub) who made, or who is affiliated with any Person (other than Parent
         or Merger Sub) who made, (A) an Acquisition Proposal or (B) a statement
         of intent to pursue an Acquisition Transaction, either of which was



         publicly proposed or announced prior to a termination of this
         Agreement.

Payment of the Termination Fee shall be made by wire transfer of immediately
available funds (1) on the second business day after such termination in the
case of clauses (i) and
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(ii) of the definition of Triggering Event, (2) on or prior to the date of such
termination, in the case of clause (iii) of the definition of Triggering Event,
or (3) on the earlier of (x) the date a contract is entered into with respect to
an Acquisition Transaction or (y) the date an Acquisition Transaction is
consummated, in the case of clause (iv) of the definition of Triggering Event.
In no event shall more than one Termination Fee be payable by each party under
this Agreement. Notwithstanding any other provision of this Agreement to the
contrary, upon receipt of the Termination Fee by Parent (or its designee),
Parent and Merger Sub shall have no other or further claim or demand of any kind
or nature whatsoever against the Company or any of its affiliates except for any
claims or rights Parent may have under the Shareholders Agreement or the Option
Agreement.

         (c) If the Company terminates this Agreement pursuant to Section
8.1(e), Parent shall pay to the Company as liquidated damages the sum of
$9,000,000; and, notwithstanding any other provision of this Agreement to the
contrary, upon receipt of such sum the Company shall have no other or further
claim or demand of any kind or nature whatsoever against Parent, Merger Sub or
any of their affiliates.

         (d) The parties acknowledge that the agreements contained in this
Section 8.2 are an integral part of the transactions contemplated by this
Agreement, and that, without these agreements, neither party would enter into
this Agreement. Accordingly, if either party fails to pay promptly amounts when
due pursuant to this Section 8.2, and, in order to obtain such payment, the
other party commences a suit which results in a judgment against the non-paying
party for such amount (or any portion thereof), the non-paying party shall pay
the costs and expenses (including reasonable attorneys fees) of the other party
in connection with such suit, together with interest on such amount in respect
of the period from the date such amount became due until paid at the prime rate
of The Chase Manhattan Bank in effect from time to time during such period.

      Section 8.3 Amendment. This Agreement may be amended by the parties
hereto at any time, whether before or after the Shareholder Approval has been
obtained; provided that, after the purchase of Company Common Shares pursuant to
the Offer, no amendment shall be made which decreases the Merger Consideration
and, after the Shareholder Approval, if required, has been obtained, there shall
be made no amendment that by law requires further approval by the Shareholders
of the parties without the further approval of such Shareholders. This Agreement
may not be amended except by an instrument in writing signed on behalf of each
of the parties hereto. Following the election or appointment of Merger Sub's
designees pursuant to Section 1.3 and prior to the Effective Time, the
affirmative vote of a majority of the Independent Directors then in office shall
be required by the Company to (i) amend or terminate this Agreement by the
Company, (ii) exercise or waive any of the Company's rights or remedies under
this
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Agreement or (iii) extend the time for performance of Parent and Merger Sub's
respective obligations under this Agreement.

                                   ARTICLE IX

      Section 9.1 Non-Survival of Representations, Warranties and Agreements.
The representations, warranties and agreements in this Agreement shall terminate
at the Effective Time or upon the termination of this Agreement pursuant to
Section 8.1, as the case may be, except that (a) the agreements set forth in
Sections 1.3, 6.8 and 6.9 shall survive the Effective Time, and (b) the
agreements set forth in Sections 6.5, 8.2 and this Article IX shall survive
termination indefinitely.

      Section 9.2 Notices. All notices and other communications given or made
pursuant hereto shall be in writing and shall be deemed to have been duly given
or made as of the date of receipt and shall be delivered personally or mailed by
registered or certified mail (postage prepaid, return receipt requested), sent
by overnight courier or sent by telecopy, to the applicable party at the
following addresses or telecopy numbers (or at such other address or telecopy
number for a party as shall be specified by like notice):



                  (a) if to the Company:

                  MicroTouch Systems, Inc.
                  300 Griffin Brook Park Drive
                  Methuen, MA 01844
                  Attention:  Geoffrey P. Clear
                  Telecopy No.:  (978) 659-9050

                  with a copy to:

                  Mintz, Levin, Cohn, Ferris, Glovsky and Popeo, P.C.
                  One Financial Center
                  Boston, MA 02111
                  Attention:  William T. Whelan, Esq.
                  Telecopy No.:  (617) 542-2241

                  (b) if to Parent or Merger Sub:

                  Minnesota Mining and Manufacturing Company
                  Office of the General Counsel
                  Building 220-14W-07
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                  St. Paul, MN 55144
                  Attention:  General Counsel
                  Telecopy No.:  (651) 736-9469

                  with a copy to:

                  Minnesota Mining and Manufacturing Company
                  Office of the General Counsel
                  Building 220-11E-02
                  St. Paul, MN 55144
                  Attention:  Gregg Larson, Esq.
                  Telecopy No.:  (651) 736-9469

                  with a further copy to:

                  Dorsey & Whitney LLP
                  Pillsbury Center South
                  220 South Sixth Street
                  Minneapolis, Minnesota 55402-1498
                  Attention:  John T. Kramer, Esq.
                  Telecopy No.:  (612) 340-8738

      Section 9.3  Certain Definitions; Interpretation.  (a) For purposes of
this Agreement, the following terms shall have the following meanings:

              (i) "Material Adverse Effect" means any change, circumstance,
event, effect or state of facts (x) that has or can reasonably be expected to
have a material adverse effect on the business, operations, results of ongoing
operations, assets or conditions (financial or otherwise) of the Company and its
Subsidiaries, taken as a whole, having a value of not less than $600,000
individually or $3,000,000 in the aggregate (except as modified in Section
3.12), or the ability of the Company and its Subsidiaries to conduct their
business after the closing consistent in all material respects with the manner
conducted in the past, or (y) that will prevent or materially impair the
Company's ability to consummate the Merger; provided, however, that a Material
Adverse Effect will not be deemed to have occurred if the change, circumstance,
event, effect or state of facts results primarily from (i) changes in general
business conditions in the input device industry or (ii) the public announcement
by the Company or pendency of the Merger.

              (ii) "affiliate" of a Person means a Person that directly or
indirectly, through one or more intermediaries, controls, is controlled by, or
is under common control with, the first mentioned Person.
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              (iii) "Board of Directors" means the Board of Directors of the
Company and includes any committee thereof.

              (iv) "control" (including the terms "controlled by" and "under
common control with") means the possession, direct or indirect, of the power to
direct or cause the direction of the management and policies of a Person,
whether through the ownership of stock, as trustee or executor, by contract or
credit arrangement or otherwise.

              (v) "ERISA" means the Employee Retirement Income Security Act of



1974, as amended and the rules and regulations promulgated thereunder.

              (vi) "knowledge" of the Company with respect to any matter means
actual knowledge of any of the Company's senior executive officers after
reasonable investigation and due diligence. Such Persons and their respective
areas of responsibility are set forth on Section 9.3 of the Company Disclosure
Letter.

              (vii) "Person" means an individual, corporation, partnership,
limited liability company, association, trust, unincorporated organization,
entity or group (as defined in the Exchange Act).

              (viii) "Subsidiary" of a Person means any corporation or other
legal entity of which that Person (either alone or through or together with any
other Subsidiary or Subsidiaries) is the general partner or managing entity or
of which at least a majority of the stock (or other equity interests the holders
of which are generally entitled to vote for the election of the board of
directors or others performing similar functions of such corporation or other
legal entity) is directly or indirectly owned or controlled by that Person
(either alone or through or together with any other Subsidiary or Subsidiaries).

         (b) When a reference is made in this Agreement to Articles, Sections,
Company Disclosure Letter or Exhibits, this reference is to an Article or a
Section of, or an Exhibit to, this Agreement, unless otherwise indicated. The
table of contents and headings contained in this Agreement are for reference
purposes only and shall not affect in any way the meaning or interpretation of
this Agreement. Whenever the words "include," "includes" or "including" are used
in this Agreement, they shall be understood to be followed by the words "without
limitation."

      Section 9.4  Headings.  The headings contained in this Agreement are for
reference purposes only and shall not affect in any way the meaning or
interpretation of this Agreement.

      Section 9.5 Severability. If any term or other provision of this
Agreement is invalid, illegal or incapable of being enforced by any rule of law
or public policy, all other
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conditions and provisions of this Agreement shall nevertheless remain in full
force and effect so long as the economic or legal substance of the transactions
contemplated hereby is not affected in any manner materially adverse to any
party. Upon a determination that any term or other provision is invalid, illegal
or incapable of being enforced, the parties shall negotiate in good faith to
modify this Agreement so as to effect the original intent of the parties as
closely as possible in an acceptable manner to the end that the transactions
contemplated hereby are fulfilled to the maximum extent possible.

      Section 9.6 Entire Agreement; No Third-Party Beneficiaries. This
Agreement, the Company Disclosure Letter and the Confidentiality Agreement
constitute the entire agreement and supersede any and all other prior agreements
and undertakings, both written and oral, among the parties hereto, or any of
them, with respect to the subject matter hereof and, except for Section 6.8
(Insurance; Indemnity), does not, and is not intended to, confer upon any Person
other than the parties hereto any rights or remedies hereunder.

      Section 9.7  Assignment.  This Agreement shall not be assigned by any
party by operation of law or otherwise without the express written consent of
each of the other parties.

      Section 9.8 Governing Law. This Agreement shall be governed by and
construed in accordance with, the laws of the Commonwealth of Massachusetts
without regard to the conflicts of laws provisions thereof. Each of the parties
hereto hereby irrevocably and unconditionally waives any right it may have to
trial by jury in connection with any litigation arising out of or relating to
this Agreement, the Offer, the Merger or any of the other transactions
contemplated hereby or thereby.

      Section 9.9 Counterparts. This Agreement may be executed in one or more
counterparts, and by the different parties in separate counterparts, each of
which when executed shall be deemed to be an original, but all of which shall
constitute one and the same agreement.

      Section 9.10 Confidential Nature of Information. Between the date of this
Agreement and the Effective Time the parties hereto will hold and will cause



their respective officers, directors, employees, representatives, consultants
and advisors to hold in strict confidence in accordance with the terms of the
Confidentiality Agreement, all documents and information furnished to such party
by or on behalf of the other party in connection with the transactions
contemplated by this Agreement. If the transactions
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contemplated by this Agreement are not consummated, such confidence shall be
maintained in accordance with such Confidentiality Agreement.
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         IN WITNESS WHEREOF, the parties hereto have caused this Agreement to be
executed under seal as of the date first written above by their respective
officers thereunto duly authorized.

                                    MINNESOTA MINING AND MANUFACTURING COMPANY

                                    By: /s/ Ronald A. Weber
                                        ----------------------------------------
                                        Name: Ronald A. Weber
                                        Title: Executive Vice President

                                    By: /s/ Gregg M. Larson
                                        ----------------------------------------
                                        Name: Gregg M. Larson
                                        Title:

                                    EQUINOX ACQUISITION, INC.

                                    By: /s/ Ronald A. Weber
                                        ----------------------------------------
                                        Name: Ronald A. Weber
                                        Title: President

                                    By: /s/ J.L. Yoemans
                                        ----------------------------------------
                                        Name: Janet L. Yoemans
                                        Title:  Treasurer or Assistant Treasurer

                                    MICROTOUCH SYSTEMS, INC.

                                    By: /s/ D. Westervelt Davis
                                        ----------------------------------------
                                        Name: D. Westervelt Davis
                                        Title: Chief Executive Officer



                                    By: /s/ Geoffrey P. Clear
                                        ----------------------------------------
                                        Name: Geoffrey P. Clear
                                        Title:  Treasurer or Assistant Treasurer
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                                                                      EXHIBIT A
                             CONDITIONS OF THE OFFER

         Notwithstanding any other term of the Offer or this Agreement, Merger
Sub shall not be required to accept for payment or, subject to any applicable
rules and regulations of the SEC, including Rule 14e-l(c) under the Exchange Act
(relating to Merger Sub's obligation to pay for or return tendered Company
Common Shares promptly after the termination or withdrawal of the Offer), to pay
for any Company Common Shares tendered pursuant to the Offer and may postpone
the acceptance for payment or payment for any Company Common Shares tendered,
and, when permitted by the Agreement, amend or terminate the Offer unless (i)
there shall have been validly tendered and not withdrawn prior to the expiration
of the Offer that number of Company Common Shares, together with Company Common
Shares owned by Parent or Merger Sub, which would represent at least a majority
of the outstanding Company Common Stock (determined on a fully diluted basis for
all outstanding stock options, convertible securities and any other rights to
acquire Company Common Stock on the date of purchase) (the "Minimum Tender
Condition"), and (ii) any requisite waiting period under the HSR Act (and any
extension thereof) applicable to the purchase of Company Common Shares pursuant
to the Offer or to the Merger and any other requisite waiting periods under any
other applicable material competition, merger, control, antitrust or similar law
or regulation shall have been terminated or shall have expired. Furthermore,
notwithstanding any other term of the Offer or this Agreement, Merger Sub shall
not be required to accept for payment or, subject as aforesaid, to pay for any
Company Common Shares not theretofore accepted for payment or paid for, and,
subject to this Agreement, may terminate or amend the Offer, immediately prior
to the applicable expiration of the Offer, if any of the following conditions
exists:

         (a) there shall be pending or formally threatened any suit, action or
proceeding by any Governmental Entity (i) challenging the acquisition by Parent
or Merger Sub of any Company Common Shares, seeking to restrain or prohibit
consummation of the Offer or the Merger, or seeking to place limitations on the
ownership of Company Common Shares (or shares of common stock of the Surviving
Corporation) by Parent or Merger Sub, (ii) seeking to prohibit or limit the
ownership or operation by the Company or Parent and their respective
Subsidiaries of any material portion of the business or assets of the Company or
Parent and their respective Subsidiaries taken as a whole, or to compel the
Company or Parent and their respective Subsidiaries to dispose of or hold
separate any material portion of the business or assets of the Company or Parent
and their respective Subsidiaries taken as a whole, as a result of the Offer,
the Merger or any of the other transactions contemplated by this Agreement,
(iii) seeking to prohibit Parent or any of its subsidiaries from effectively
controlling in any material respect the business or operations of the Company or
Parent and Subsidiaries
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taken as a whole, or (iv) which otherwise is reasonably expected to have a
Material Adverse Effect;

         (b) any Legal Restraint that has the effect of preventing the purchase
of Company Common Shares pursuant to the Offer or the Merger shall be in effect;

         (c) except as set forth in the Company Disclosure Letter or in the SEC
Reports, since September 30, 2000, there shall have been any state of facts,
change, development, effect, event, condition or occurrence that, individually
or in the aggregate, constitutes or would reasonably be expected to have, a
Material Adverse Effect;

         (d) the representation and warranty of the Company contained in Section
3.3 of this Agreement shall not be true and correct in all material respects, or
the other representations and warranties of the Company contained in this
Agreement shall not be true and correct, except for such failures to be true and
correct that (without giving effect, with respect to those representations and
warranties that are not true and correct, to any limitation as to "materiality"
or Material Adverse Effect set forth therein), individually and in the
aggregate, would not reasonably be expected to have a Material Adverse Effect;

         (e) the Company shall have failed to perform in any respect any
obligation required to be performed by it under this Agreement at or prior to
the Termination Date, which failure would reasonably be expected to have a
Material Adverse Effect;



         (f) Parent shall not have obtained all consents, approvals,
authorizations, qualifications and orders of all Governmental Entities legally
required in connection with this Agreement and the transactions contemplated by
this Agreement, other than any such consents, approvals, authorizations,
qualifications and orders, the failure of which to obtain, individually and in
the aggregate, would not reasonably be expected to have a Material Adverse
Effect; provided, however, that the failure to obtain such consents, approvals,
authorizations, qualifications or orders is not the result of a breach by Parent
or Merger Sub of any of their covenants and other obligations set forth in this
Agreement;

         (g) this Agreement shall have been terminated in accordance with its
terms;

         (h) the Company Board shall have (A) withdrawn or modified or changed,
in any manner adverse to Parent or Merger Sub, the Recommendation, (B) accepted,
approved or recommended any Acquisition Proposal, or (C) resolved or publicly
disclosed any intention to do any of the foregoing; or
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         (i) there shall have occurred (i) any general suspension of trading in
or on the Nasdaq National Market (other than a shortening of trading hours or
any coordinated trading halt triggered solely as a result of a specified
increase or decrease in a market index), (ii) a decline of at least 30%
(determined for any particular day as of the close of business for such day) in
either the Dow Jones Average of Industrial Stocks or the Standard & Poor's 500
Index from the date hereof, (iii) a declaration of a banking moratorium or any
suspension of payments in respect of banks in the United States, (iv) the
imposition of any limitation (whether or not mandatory) by any government or
Governmental Entity, on the extension of credit by banks or other lending
institutions, (v) a commencement of a war or armed hostilities or any other
national or international calamity directly involving the United States or (vi)
in the case of any of the foregoing existing on the date hereof, a material
acceleration or worsening thereof;

which, in the sole discretion of Merger Sub or Parent, in any such case, and
regardless of the circumstances giving rise to any such condition, makes it
inadvisable to proceed with such acceptance for payment or payment.

         The foregoing conditions are for the sole benefit of Merger Sub and
Parent and may be asserted by Merger Sub or Parent regardless of the
circumstances giving rise to such condition or may be waived by Merger Sub and
Parent in whole or in part at any time and from time to time in their sole
discretion. The failure by Parent, Merger Sub or any other affiliate of Parent
at any time to exercise any of the foregoing rights shall not be deemed a waiver
of any such right; the waiver of any such right with respect to particular facts
and circumstances shall not be deemed a waiver with respect to any other facts
and circumstances and each such right shall be deemed an ongoing right that may
be asserted at any time and from time to time.

         The terms in this Exhibit A that are defined in the attached Merger
Agreement have the meanings set forth therein.
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                                                                    EXHIBIT 99.2

                             STOCK OPTION AGREEMENT

                  THIS STOCK OPTION AGREEMENT is made and entered into as of
November 13, 2000, by and between MicroTouch Systems, Inc., a Massachusetts
corporation (the "Issuer") and Minnesota Mining and Manufacturing Company, a
Delaware corporation (the "Grantee").

                              W I T N E S S E T H:

                  WHEREAS, Grantee and Issuer have entered into an Agreement and
Plan of Merger of even date herewith (the "Merger Agreement"), which agreement
has been executed by the parties hereto immediately prior to this Agreement; and

                  WHEREAS, as a condition to Grantee's entering into the Merger
Agreement and in consideration therefor, Issuer has agreed to grant Grantee the
Option (as hereinafter defined).

                  NOW, THEREFORE, in consideration of the foregoing and the
mutual covenants and agreements set forth herein and in the Merger Agreement,
the parties hereto agree as follows:

         Section 1.

         (a) Issuer hereby grants to Grantee an unconditional, irrevocable
option (the "Option") to purchase, subject to the terms hereof, up to 1,291,873
fully paid and nonassessable shares (the "Option Shares") of Issuer's Common
Stock, par value $0.01 per share ("Common Stock"), at a price of $21.00 per
share, or, if higher, the highest price offered by Grantee in the Offer (as
defined in the Merger Agreement) (the "Option Price"); provided that in no event
shall the number of shares of Common Stock for which this Option is exercisable
exceed 19.9% of the Issuer's issued and outstanding shares of Common Stock
without giving effect to any shares subject to or issued pursuant to the Option.
The number of shares of Common Stock that may be received upon the exercise of
the Option and the Option Price are subject to adjustment as herein set forth.

         (b) In the event that any additional shares of Common Stock are issued
or otherwise become outstanding after the date of this Agreement (other than
pursuant to this Agreement), the number of shares of Common Stock subject to the
Option shall be increased so that, after such issuance, it equals 19.9% of the
number of shares of Common Stock then issued and outstanding without giving
effect to any shares subject to or issued pursuant to the Option. Nothing
contained

in this Section 1(b) or elsewhere in this Agreement shall be deemed to
authorize Issuer or Grantee to breach any provision of the Merger Agreement.

         Section 2.

         (a) The Holder (as hereinafter defined) may exercise the Option, in
whole or part, and from time to time, if, but only if, both an Initial
Triggering Event (as hereinafter defined) and a Subsequent Triggering Event (as
hereinafter defined) shall have occurred prior to the occurrence of an Exercise
Termination Event (as hereinafter defined); provided that the Holder shall have
sent the written notice of such exercise (as provided in subsection (e) of this
Section 2) within ninety (90) days following such Subsequent Triggering Event.
Each of the following shall be an "Exercise Termination Event": (i) the
Effective Time (as defined in the Merger Agreement) of the Merger; (ii)
termination of the Merger Agreement in accordance with the provisions thereof if
such termination occurs prior to the occurrence of an Initial Triggering Event
except a termination by Grantee pursuant to Section 8.1(d)(i) of the Merger
Agreement; or (iii) the passage of six months after termination of the Merger
Agreement if such termination follows the occurrence of an Initial Triggering
Event or is a termination by Grantee pursuant to Section 8.1(d)(i) of the Merger
Agreement (provided that if an Initial Triggering Event continues or occurs
beyond such termination and prior to the passage of such six-month period, the
Exercise Termination Event shall be three months from the expiration of the Last
Triggering Event but in no event more than nine months after such termination).
The "Last Triggering Event" shall mean the last Initial Triggering Event to
expire. The term "Holder" shall mean the holder or holders of the Option.

         (b) The term "Initial Triggering Event" shall mean any of the following
events or transactions occurring after the date hereof:

                  (i) Issuer or any of its Subsidiaries (each an "Issuer
         Subsidiary"), without having received Grantee's prior written consent,
         shall have entered into an agreement to engage in an Acquisition
         Transaction with any Person other than Grantee or any of its
         Subsidiaries (each a "Grantee Subsidiary") or the Board of Directors of
         Issuer shall have recommended that the stockholders of Issuer approve



         or accept any Acquisition Transaction or shall have failed to publicly
         oppose an Acquisition Transaction, in each case with any person other
         than Grantee or a Grantee Subsidiary;

                  (ii) Issuer or any Issuer Subsidiary, without having received
         Grantee's prior written consent, shall have authorized, recommended,
         proposed or publicly announced its intention to authorize, recommend or
         propose to engage in, an Acquisition Transaction with any person other
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         than Grantee or a Grantee Subsidiary, or the Board of Directors of
         Issuer shall have publicly withdrawn or modified, or publicly announced
         its intention to withdraw or modify, in any manner adverse to Grantee,
         its recommendation that the stockholders of Issuer approve the
         transactions contemplated by the Merger Agreement;

                   (iii)   Issuer terminates the Merger Agreement pursuant to
         Section 8.1(h) of the Merger Agreement;

                  (iv) Any person other than Grantee, any Grantee Subsidiary or
         any Issuer Subsidiary acting in a fiduciary capacity in the ordinary
         course of its business shall have acquired beneficial ownership or the
         right to acquire beneficial ownership of 20% or more of the outstanding
         shares of Common Stock (the term "beneficial ownership" for purposes of
         this Option Agreement having the meaning assigned thereto in Section
         13(d) of the 1934 Act, and the rules and regulations thereunder); or

                  (v) After an overture is made by a third party to Issuer or
         its stockholders to engage in an Acquisition Transaction, Issuer shall
         have breached any covenant or obligation contained in the Merger
         Agreement and such breach (x) would entitle Grantee to terminate the
         Merger Agreement and (y) shall not have been cured prior to the Notice
         Date (as defined below).

         (c) The term "Subsequent Triggering Event" shall mean either of the
following events or transactions occurring after the date hereof:

                  (i) The acquisition by any person of beneficial ownership of
         20% or more of the then outstanding Common Stock; or

                   (ii) The occurrence of the Initial Triggering Event described
         in clause (i) of subsection (b) of this Section 2.

         (d) Issuer shall notify Grantee promptly in writing of the occurrence
of any Initial Triggering Event or Subsequent Triggering Event (together, a
"Triggering Event"), it being understood that the giving of such notice by
Issuer shall not be a condition to the right of the Holder to exercise the
Option.

         (e) In the event the Holder is entitled to and wishes to exercise the
Option, it shall send to Issuer a written notice (the date of which being herein
referred to as the "Notice Date") specifying (i) the total number of shares it
will purchase pursuant to such exercise and (ii) a place and date within five
business

                                     - 3 -

days from the Notice Date for the closing of such purchase (the "Closing Date").
Any exercise of the Option shall be deemed to occur on the Closing Date.

         (f) At the closing referred to in subsection (e) of this Section 2, the
Holder shall pay to Issuer the aggregate purchase price for the shares of Common
Stock purchased pursuant to the exercise of the Option in immediately available
funds by wire transfer to a bank account designated by Issuer, provided that
failure or refusal of Issuer to designate such a bank account shall not preclude
the Holder from exercising the Option.

         (g) At such closing, simultaneously with the delivery of immediately
available funds as provided in subsection (f) of this Section 2, Issuer shall
deliver to the Holder a certificate or certificates representing the number of
shares of Common Stock purchased by the Holder and, if the Option should be
exercised in part only, a new Option evidencing the rights of the Holder thereof
to purchase the balance of the shares purchasable hereunder, and the Holder
shall deliver to Issuer a copy of this Agreement and a letter agreeing that the
Holder will not offer to sell or otherwise dispose of such shares in violation
of applicable law or the provisions of this Agreement.

         (h) Certificates for Common Stock delivered at a closing hereunder may
be endorsed with a restrictive legend that shall read substantially as follows:



                  "The transfer of the shares represented by this certificate is
         subject to certain provisions of an agreement between the registered
         holder hereof and Issuer and to resale restrictions arising under the
         Securities Act of 1933, as amended. A copy of such agreement is on file
         at the principal office of Issuer and will be provided to the holder
         hereof without charge upon receipt by Issuer of a written request
         therefor."

         It is understood and agreed that: (i) the reference to the resale
restrictions of the Securities Act of 1933, as amended (the "1933 Act"), in the
above legend shall be removed by delivery of substitute certificate(s) without
such reference if the Holder shall have delivered to Issuer a copy of a letter
from the staff of the SEC, or an opinion of counsel, in form and substance
reasonably satisfactory to Issuer, to the effect that such legend is not
required for purposes of the 1933 Act; (ii) the reference to the provisions to
this Agreement in the above legend shall be removed by delivery of substitute
certificate(s) without such reference if the shares have been sold or
transferred in compliance with the provisions of this Agreement and under
circumstances that do not require the retention of such reference; and (iii) the
legend shall be removed in its entirety if the conditions in the preceding
clauses (i) and (ii) are both satisfied. In addition, such certificates shall
bear any other legend as may be required by law.
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         (i) Upon the giving by the Holder to Issuer of the written notice of
exercise of the Option provided for under subsection (e) of this Section 2 and
the tender of the applicable purchase price in immediately available funds, the
Holder shall be deemed to be the holder of record of the shares of Common Stock
issuable upon such exercise, notwithstanding that the stock transfer books of
Issuer shall then be closed or that certificates representing such shares of
Common Stock shall not then be actually delivered to the Holder.

         (j) Issuer shall pay all expenses, and any and all United States
federal, state and local taxes and other charges that may be payable in
connection with the preparation, issue and delivery of stock certificates under
this Section 2 in the name of the Holder or its assignee, transferee or
designee.

         Section 3. Issuer agrees: (i) that it shall at all times maintain, free
from preemptive rights, sufficient authorized but unissued or treasury shares of
Common Stock so that the Option may be exercised without additional
authorization of Common Stock after giving effect to all other options,
warrants, convertible securities and other rights to purchase Common Stock; (ii)
that it will not, by charter amendment or through reorganization, consolidation,
merger, dissolution or sale of assets, or by any other voluntary act, avoid or
seek to avoid the observance or performance of any of the covenants,
stipulations or conditions to be observed or performed hereunder by Issuer;
(iii) promptly to take all action as may from time to time be required
(including complying with all premerger notification, reporting and waiting
period requirements specified in 15 U.S.C. sec. 18a and regulations promulgated
thereunder necessary before the Option may be exercised, cooperating fully with
the Holder in preparing such applications or notices and providing such
information to any federal or state regulatory authority as they may require) in
order to permit the Holder to exercise the Option and Issuer duly and
effectively to issue shares of Common Stock pursuant hereto; (iv) promptly to
take all action provided herein to protect the rights of the Holder against
dilution; and (v) that, for the purpose of determining shareholders eligible to
vote at a meeting of shareholders, it will not establish a record date that is
earlier than the 10th business day following the date on which it has been
publicly disclosed that Issuer has entered into a definitive agreement relating
to an Acquisition Transaction (as defined in the Merger Agreement).

         Section 4. Subject to Section 10 hereof, this Agreement (and the Option
granted hereby) are exchangeable, without expense, at the option of the Holder,
upon presentation and surrender of this Agreement at the principal office of
Issuer, for other Agreements providing for Options of different denominations
entitling the holder thereof to purchase, on the same terms and subject to the
same conditions as are set forth herein, in the aggregate the same number of
shares of
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Common Stock purchasable hereunder. The terms "Agreement" and "Option" as used
herein include any Stock Option Agreements and related Options for which this
Agreement (and the Option granted hereby) may be exchanged. Upon receipt by
Issuer of evidence reasonably satisfactory to it of the loss, theft, destruction
or mutilation of this Agreement, and (in the case of loss, theft or destruction)
of reasonably satisfactory indemnification, and upon surrender and cancellation
of this Agreement, if mutilated, Issuer will execute and deliver a new Agreement
of like tenor and date.



         Section 5. In addition to the adjustment in the number of shares of
Common Stock that are purchasable upon exercise of the Option pursuant to
Section 1 of this Agreement, the number of shares of Common Stock purchasable
upon the exercise of the Option and the Option Price shall be subject to
adjustment from time to time as provided in this Section 5. In the event of any
change in, or distributions in respect of, the Common Stock by reason of stock
dividends, split-ups, mergers, recapitalizations, combinations, subdivisions,
conversions, exchanges of shares, distributions on or in respect of the Common
Stock that would be prohibited under the terms of the Merger Agreement, or the
like, the type and number of shares of Common Stock purchasable upon exercise
hereof and the Option Price shall be appropriately adjusted in such manner as
shall fully preserve the economic benefits provided hereunder and proper
provision shall be made in any agreement governing any such transaction to
provide for such proper adjustment and the full satisfaction of the Issuer's
obligations hereunder.

         Section 6.

         (a) Demand Registration Rights. Following the occurrence of a
Subsequent Triggering Event that occurs prior to an Exercise Termination Event,
and provided that Grantee agrees in writing at the time of exercise of its
rights under this Section 6 that Grantee irrevocably agrees to exercise the
Option immediately following the effectiveness of the registration statement
relating to the demand (or such earlier time as required by the SEC or its
staff), Issuer shall, subject to the conditions of Section 6(c) below, if
requested by Grantee within 12 months following the occurrence of the Subsequent
Triggering Event, as expeditiously as possible prepare and file a registration
statement under the Securities Act if such registration is necessary in order to
permit the sale or other disposition of any or all shares of Common Stock of
Issuer or other securities that have been acquired by or are issuable to Grantee
upon exercise of the Option in accordance, subject to the terms and conditions
of this Section 6, with the intended method of sale or other disposition stated
by Grantee in such request, and Issuer shall use its best efforts to qualify
such shares or other securities for sale under any applicable state securities
laws; provided, however, that Issuer shall not be required to consent to general
jurisdiction or qualify to do business in any state

                                     - 6 -

where it is not otherwise required to so consent to such jurisdiction or to so
qualify to do business.

         (b) Additional Registration Rights. If Issuer, at any time after the
exercise of the Option and prior to the first anniversary of the date of the
Subsequent Triggering Event, proposes to register any securities of Issuer or
rights representing securities of Issuer under the Securities Act, Issuer will
promptly give written notice to Grantee of its intention to do so and, upon the
written request of any Grantee given within thirty (30) days after receipt of
any such notice (which request shall specify the number of shares of Common
Stock of Issuer intended to be included in such public offering by Grantee),
Issuer will cause all such shares for which a Grantee requests participation in
such registration, to be so registered and included in such public offering;
provided, however, that Issuer may elect not to cause any such shares to be so
registered (i) if such public offering is to be underwritten and the
underwriters in good faith object for valid business reasons, or (ii) in the
case of a registration solely to implement an employee benefit plan or a
registration filed on Form S-4 of the Securities Act or any successor form;
provided further, however, that such election pursuant to (i) may only be made
twice. If some but not all of the shares of Common Stock of Issuer with respect
to which Issuer shall have received requests for registration pursuant to this
Section 6(b) shall be excluded from such registration, Issuer shall make
appropriate allocation of shares to be registered among the selling shareholders
desiring to register their shares pro rata in the proportion that the number of
shares requested to be registered by each such selling shareholder bears to the
total number of shares requested to be registered by all such selling
shareholders then desiring to have shares of Common Stock of Issuer registered
for sale.

         (c) Conditions to Required Registration. Issuer shall use all
reasonable efforts to cause each registration statement referred to in Section
6(a) above to become effective and to obtain all consents or waivers of other
parties which are required therefor and to keep such registration effective;
provided, however, that Issuer may delay any registration of any shares of
Common Stock issued upon total or partial exercise of this Option (the "Option
Shares") required pursuant to Section 6(a) above for a period not exceeding 90
days provided Issuer shall in good faith determine that any such registration
would adversely affect Issuer (provided that this right may not be exercised
more than once during any twelve (12) month period), and Issuer shall not be
required to register Option Shares under the Securities Act pursuant to Section
6(a) above:

                  (i)      on more than one occasion during any calendar year;



                  (ii)     on more than two occasions in total;
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                  (iii)    unless Grantee requests that at least half of the
     Option Shares be registered;

                  (iv) within ninety (90) days after the effective date of a
     registration referred to in Section 6(b) above pursuant to which Grantee
     was afforded the opportunity to register such shares under the Securities
     Act and not less than 25% of such shares were registered as requested, nor
     shall Grantee sell or otherwise transfer any Option Shares during such
     period if requested by Issuer on behalf of the underwriters of any Common
     Stock offering made on behalf of Issuer; or

                  (v) if all the Option Shares proposed to be registered could
     be sold by Grantee in a ninety (90) day period in accordance with Rule 144.

In addition to the foregoing, Issuer shall not be required to maintain the
effectiveness of any registration statement after the expiration of ninety (90)
days from the effective date of such registration statement. Issuer shall use
all reasonable efforts to make any filings, and take all steps, under all
applicable state securities laws to the extent necessary to permit the sale or
other disposition of the Option Shares so registered in accordance with the
intended method of distribution for such shares; provided, however, that Issuer
shall not be required to consent to general jurisdiction or qualify to do
business in any state where it is not otherwise required to so consent to such
jurisdiction or to so qualify to do business. Grantee shall provide Issuer with
all information reasonably requested by Issuer that is necessary for inclusion
in any registration statement required to be filed hereunder.

         Section 7. The 90-day period for exercise of certain rights under
Sections 2, 6 and 10 shall be extended: (i) to the extent necessary to obtain
all regulatory approvals for the exercise of such rights, and for the expiration
of all statutory waiting periods; and (ii) to the extent necessary to avoid
liability under Section 16(b) of the 1934 Act by reason of such exercise.

         Section 8. Issuer hereby represents and warrants to Grantee as follows:

         (a) Issuer has full corporate power and authority to execute and
deliver this Agreement and to consummate the transactions contemplated hereby.
The execution and delivery of this Agreement and the consummation of the
transactions contemplated hereby have been duly and validly authorized by the
Board of Directors of Issuer and no other corporate proceedings on the part of
Issuer are necessary to authorize this Agreement or to consummate the
transactions so contemplated. This Agreement has been duly and validly executed
and delivered by Issuer.

                                     - 8 -

         (b) Issuer has taken all necessary corporate action to authorize and
reserve and to permit it to issue, and at all times from the date hereof through
the termination of this Agreement in accordance with its terms will have
reserved for issuance upon the exercise of the Option, that number of shares of
Common Stock equal to the maximum number of shares of Common Stock at any time
and from time to time issuable hereunder, and all such shares, upon issuance
pursuant hereto, will be duly authorized, validly issued, fully paid,
nonassessable, and will be delivered free and clear of all claims, liens,
encumbrances and security interests and not subject to any preemptive rights.

         Section 9. Grantee hereby represents and warrants to Issuer that:

         (a) Grantee has all requisite corporate power and authority to enter
into this Agreement and, subject to any approvals or consents referred to
herein, to consummate the transactions contemplated hereby. The execution and
delivery of this Agreement and the consummation of the transactions contemplated
hereby have been duly authorized by all necessary corporate action on the part
of Grantee. This Agreement has been duly executed and delivered by Grantee.

         (b) The Option is not being, and any shares of Common Stock or other
securities acquired by Grantee upon exercise of the Option will not be, acquired
with a view to the public distribution thereof and will not be transferred or
otherwise disposed of except in a transaction registered or exempt from
registration under the Securities Act and otherwise in compliance with
applicable rules and regulations of applicable federal and state securities
laws.

         Section 10. Neither of the parties hereto may assign any of its rights



or obligations under this Option Agreement or the Option created hereunder to
any other person, without the express written consent of the other party, except
that in the event a Subsequent Triggering Event shall have occurred prior to an
Exercise Termination Event, Grantee, subject to the express provisions hereof,
may assign in whole or in part its rights and obligations hereunder to an
affiliate within ninety (90) days following such Subsequent Triggering Event (or
such later period as provided in Section 7).

         Section 11. Each of Grantee and Issuer will use its reasonable
commercial efforts to make all filings with, and to obtain consents of, all
third parties and governmental authorities necessary to the consummation of the
transactions contemplated by this Agreement, including without limitation making
application to list the shares of Common Stock issuable hereunder on the Nasdaq
National Market upon official notice of issuance.
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         Section 12. The parties hereto acknowledge that damages may be an
inadequate remedy for a breach of this Agreement by either party hereto and that
the obligations of the parties hereto shall be enforceable by either party
hereto through injunctive or other equitable relief.

         Section 13. If any term, provision, covenant or restriction contained
in this Agreement is held by a court or a federal or state regulatory agency of
competent jurisdiction to be invalid, void or unenforceable, the remainder of
the terms, provisions and covenants and restrictions contained in this Agreement
shall remain in full force and effect, and shall in no way be affected, impaired
or invalidated. If for any reason such court or regulatory agency determines
that the Holder is not permitted to acquire, or Issuer is not permitted to
repurchase pursuant to Section 7, the full number of shares of Common Stock
provided in Section 1(a) hereof (as adjusted pursuant to Section 1(b) or 5
hereof), it is the express intention of Issuer to allow the Holder to acquire or
to require Issuer to repurchase such lesser number of shares as may be
permissible, without any amendment or modification hereof.

         Section 14. All notices, requests, claims, demands and other
communications hereunder shall be deemed to have been duly given when delivered
in person, by cable, telegram, telecopy or telex, or by registered or certified
mail (postage prepaid, return receipt requested) at the respective addresses of
the parties set forth in the Merger Agreement.

         Section 15. This Agreement shall be governed by and construed in
accordance with the laws of the Commonwealth of Massachusetts regardless of the
laws that might otherwise govern under applicable principles of conflicts of
laws thereof.

         Section 16. This Agreement may be executed in two or more counterparts,
each of which shall be deemed to be an original, but all of which shall
constitute one and the same agreement.

         Section 17. Except as otherwise expressly provided herein, each of the
parties hereto shall bear and pay all costs and expenses incurred by it or on
its behalf in connection with the transactions contemplated hereunder, including
fees and expenses of its own financial consultants, investment bankers,
accountants and counsel. All fees and expenses of any registration of Option
Shares hereunder shall be borne by Grantee.

         Section 18. Except as otherwise expressly provided herein or in the
Merger Agreement, this Agreement contains the entire agreement between the
parties with respect to the transactions contemplated hereunder and supersedes
all
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prior arrangements or understandings with respect thereof, written or oral. The
terms and conditions of this Agreement shall inure to the benefit of and be
binding upon the parties hereto and their respective successors and permitted
assigns. Nothing in this Agreement, expressed or implied, is intended to confer
upon any party, other than the parties hereto, and their respective successors
except as assigns, any rights, remedies, obligations or liabilities under or by
reason of this Agreement, except as expressly provided herein.

         Section 19. Capitalized terms used in this Agreement and not defined
herein shall have the meanings assigned thereto in the Merger Agreement.
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         IN WITNESS WHEREOF, each of the parties has caused this Agreement to be
executed under seal on its behalf by its officers thereunto duly authorized, all
as of the date first above written.

                                      MICROTOUCH SYSTEMS, INC.

                                      By: /s/ D. Westervelt Davis
                                      --------------------------------------
                                      Name: D. Westervelt Davis
                                      Title: Chief Executive Officer

                                      MINNESOTA MINING AND MANUFACTURING COMPANY

                                      By: /s/ Ronald A. Weber
                                      --------------------------------------
                                      Name: Ronald A. Weber
                                      Title: Executive Vice President
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                                                                    EXHIBIT 99.3

                             SHAREHOLDERS AGREEMENT

                  SHAREHOLDERS AGREEMENT dated as of November 13, 2000 (this
"Agreement"), by and among Minnesota Mining and Manufacturing Company ("Parent")
a Delaware corporation, Equinox Acquisition, Inc. a Massachusetts corporation
and a wholly owned Subsidiary of Parent ("Purchaser"), and each of the parties
identified on Schedule A hereto (each, a "Shareholder" and, collectively, the
"Shareholders"), as individual shareholders of MicroTouch Systems, Inc., a
Massachusetts corporation (the "Company").

                              W I T N E S S E T H:

                  WHEREAS, concurrently with the execution of this Agreement,
Parent and Purchaser are entering into an Agreement and Plan of Merger dated as
of the date hereof (the "Merger Agreement"; capitalized terms used and not
otherwise defined herein shall have the respective meanings assigned to them in
the Merger Agreement), with the Company, pursuant to which (i) Purchaser will
commence the Offer and, (ii) following consummation of the Offer, Purchaser
shall merge with and into the Company;

                  WHEREAS, each Shareholder is the record or beneficial owner of
the number of shares of common stock, $0.01 par value per share, of the Company
(the "Common Stock") and options to purchase Common Stock set forth opposite
their respective names on Schedule A hereto (the shares of Common Stock set
forth on Schedule A, together with any shares of Common Stock hereafter acquired
by the Shareholders, whether pursuant to the exercise of options or otherwise,
are referred to herein collectively as the "Shares");

                  WHEREAS, as a condition to entering into the Merger Agreement
and incurring the obligations set forth therein, including the Offer, Parent and
Purchaser have required that the Shareholders enter into this Agreement; and

                  WHEREAS, the Shareholders believe that it is in the best
interests of the Company and its shareholders to induce Parent and Purchaser to
enter into the Merger Agreement and, therefore, the Shareholders are willing to
enter into this Agreement.

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

                                    ARTICLE I

                            TENDER OF SHARES; OPTIONS

         Section 1.01 Tender of Shares. Subject to dispositions permitted under
Section 5.01, each Shareholder, severally but not jointly, agrees that, as soon
as practicable following commencement of the Offer, such Shareholder shall
tender or cause to be tendered all of his respective Shares pursuant to and in
accordance with the terms of the Offer, and shall not withdraw such Shares from
the Offer unless (i) the Offer is terminated or (ii) the Merger Agreement is
terminated. Each Shareholder, severally but not jointly, acknowledges and agrees
that Purchaser's obligation to accept for payment the Shares in the Offer,
including any Shares tendered by such Shareholder, is subject to the terms and
conditions of the Offer.

         Section 1.02 Options. Each Shareholder, severally but not jointly,
agrees to the cancellation of each outstanding option to purchase shares of
Common Stock of the Company that is held by such Shareholder at the time of
acceptance for payment of any shares of Common Stock by Merger Sub in the Offer,
in exchange for the consideration described in Section 2.1(e) of the Merger
Agreement.

                                   ARTICLE II

                                VOTING AGREEMENT

         Section 2.01 Voting Agreement. Each Shareholder, severally but not
jointly, hereby agrees that, from and after the date hereof and until the
termination of the Merger Agreement, at any meeting of the shareholders of the
Company, however called, and in any action by consent of the shareholders of the
Company, such Shareholder shall vote (or cause to be voted) such Shareholder's
Shares (i) in favor of the approval and adoption of the Merger Agreement, the
Merger and all the transactions contemplated by the Merger Agreement and this
Agreement and otherwise in such manner as may be necessary to consummate the
Merger; (ii) except as otherwise agreed to in writing by Parent, against any
action, proposal, agreement or transaction that would result in a material
breach of any covenant, obligation, agreement, representation or warranty of the



Company under the Merger Agreement (whether or not theretofore terminated) or of
the Shareholder contained in this Agreement; and (iii) against any action,
agreement or transaction that would materially delay or impair the ability of
the Company to consummate the transactions provided for in the Merger Agreement
or any Acquisition Proposal.

         Section 2.02 Irrevocable Proxy. Each Shareholder hereby irrevocably
appoints Parent and each of its officers as such Shareholder's attorney, agent
and proxy, with full power of substitution, to vote and otherwise act (by
written consent or otherwise) with
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respect to such Shareholder's Shares at any meeting of shareholders of the
Company (whether annual or special and whether or not an adjourned or postponed
meeting) or by written consent in lieu of any such meeting or otherwise, on the
matters and in the manner specified in Section 2.01. THIS PROXY AND POWER OF
ATTORNEY ARE IRREVOCABLE AND COUPLED WITH AN INTEREST AND, TO THE EXTENT
PERMITTED UNDER APPLICABLE LAW, SHALL BE VALID AND BINDING ON ANY PERSON TO WHOM
A SHAREHOLDER MAY TRANSFER ANY OF HIS OR HER SHARES IN BREACH OF THIS AGREEMENT.
Each Shareholder hereby revokes all other proxies and powers of attorney with
respect to such Shareholder's Shares that may have heretofore been appointed or
granted (the "Irrevocable Proxy"), and no subsequent proxy or power of attorney
shall be given or written consent executed (and if given or executed, shall not
be effective) by any Shareholder with respect thereto. All authority herein
conferred or agreed to be conferred shall survive the death or incapacity of any
Shareholder and the termination of the Irrevocable Proxy and any obligation of
the Shareholder under this Agreement shall be binding upon the heirs, personal
representatives, successors and assigns of such Shareholder.

         Section 2.03 Conflicts. In the case of any Shareholder who is an
officer or director of the Company, no provision of this Agreement, including
Section 5.02 hereof, shall prevent or interfere with such Shareholder's
performance of his or her obligations, if any, solely in his or her capacity as
an officer or director of the Company, including, without limitation, in the
case of a director of the Company, the fulfillment of his or her fiduciary
duties, and in no event shall such performance constitute a breach of this
Agreement. The execution and delivery of this Agreement by each Shareholder, and
the performance of any obligations (or breach thereof) hereunder, are being
undertaken, and shall be deemed to have been undertaken, by such persons solely
in their capacity as shareholders of the Company.

                                   ARTICLE III

               REPRESENTATIONS AND WARRANTIES OF THE SHAREHOLDERS

         Each Shareholder, severally but not jointly, hereby represents and
warrants to Parent and Purchaser as follows:

         Section 3.01 Legal Capacity. Such Shareholder has all legal capacity to
enter into this Agreement, to carry out his or her obligations hereunder and to
consummate the transactions contemplated hereby.

         Section 3.02 Authority Relative to this Agreement. Such Shareholder has
all necessary right, power and authority to execute and deliver this Agreement,
to perform such Shareholder's obligations hereunder and to consummate the
transactions contemplated hereby. This Agreement has been duly and validly
executed and delivered
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by such Shareholder and constitutes a legal, valid and binding obligation of
such Shareholder, enforceable against such Shareholder in accordance with its
terms, except that (i) such enforcement may be subject to applicable bankruptcy,
insolvency, reorganization, moratorium or other similar laws, now or hereafter
in effect, affecting creditors' rights generally, and (ii) the remedy of
specific performance and injunctive and other forms of equitable relief may be
subject to equitable defenses and to the discretion of the court before which
any proceeding therefor may be brought.

         Section 3.03 No Conflict. The execution and delivery of this Agreement
by such Shareholder do not, and the performance of this Agreement by such
Shareholder shall not, (i) to the knowledge of such Shareholder, conflict with
or violate any Law applicable to such Shareholder (in his or her capacity as a
Shareholder) or by which the Shares owned by such Shareholder are bound or
affected or (ii) result in any breach of, or constitute a default (or an event
that with notice or lapse of time or both would become a default) under, or give
to others any rights of termination, amendment, acceleration or cancellation of,
or result in the creation of a lien or encumbrance on any of the Shares owned by



such Shareholder pursuant to, any note, bond, mortgage, indenture, contract,
agreement, lease, license, permit, franchise or other instrument or obligation
to which such Shareholder is a party or by which such Shareholder or the Shares
owned by such Shareholder are bound or affected, except for any such conflicts,
violations, breaches, defaults or other occurrences that would not prevent or
materially delay consummation of the transactions contemplated by this Agreement
or otherwise prevent or materially delay such Shareholder from performing its
material obligations under this Agreement.

         Section 3.04 Title to the Shares. As of the date hereof, such
Shareholder is the record or beneficial owner of, and has good and unencumbered
title (except as set forth in Schedule A) to, the number of Shares set forth
beneath such Shareholder's name on Schedule A hereto. Such Shares are all the
securities of the Company owned, either of record or beneficially, by such
Shareholder and such Shareholder does not have any option or other right to
acquire any other securities of the Company. The Shares owned by such
Shareholder are owned free and clear of all Liens, other than any Liens created
by this Agreement. Except as provided in this Agreement, such Shareholder has
not appointed or granted any proxy, which appointment or grant is still
effective, with respect to the Shares owned by such Shareholder.

         Section 3.05 Intermediary Fees. No investment banker, broker, finder or
other intermediary is, or shall be, entitled to a fee or commission from Parent,
Purchaser or the Company in respect of this Agreement based on any arrangement
or agreement made by or on behalf of such Shareholder.
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                                   ARTICLE IV

             REPRESENTATIONS AND WARRANTIES OF PARENT AND PURCHASER

         Parent and Purchaser hereby, jointly and severally, represent and
warrant to each Shareholder as follows:

         Section 4.01 Corporate Organization. Each of Parent and Purchaser is a
corporation duly organized, validly existing and in good standing under the laws
of the jurisdiction of its incorporation and has the requisite corporate power
and authority and all necessary governmental approvals to own, lease and operate
its properties and to carry on its business as it is now being conducted, except
where the failure to be so organized, existing or in good standing or to have
such power, authority and governmental approvals would not prevent or materially
delay consummation of the transactions contemplated by this Agreement or
otherwise prevent or materially delay Parent or Purchaser from performing their
respective obligations under this Agreement.

         Section 4.02 Authority Relative to this Agreement. Each of Parent and
Purchaser has all necessary corporate power and authority to execute and deliver
this Agreement and to perform its obligations hereunder. The execution and
delivery of this Agreement by Parent and Purchaser and the performance by Parent
and Purchaser of their obligations hereunder have been duly and validly
authorized by all necessary corporate action and no other corporate proceedings
on the part of Parent or Purchaser is necessary to authorize this Agreement.
This Agreement has been duly and validly executed and delivered by Parent and
Purchaser and, assuming due authorization, execution and delivery by the
Shareholders, constitutes a legal, valid and binding obligation of each of
Parent and Purchaser enforceable against each of Parent and Purchaser in
accordance with its terms.

         Section 4.03 No Conflict; Required Filings and Consents. (a) The
execution and delivery of this Agreement by Parent and Purchaser do not, and the
performance of this Agreement by Parent and Purchaser shall not, (i) conflict
with or violate the certificate of incorporation or by-laws or equivalent
organizational documents of Parent or Purchaser, (ii) conflict with or violate
any Law applicable to Parent or Purchaser and (iii) result in any breach of or
constitute a default (or an event which with notice or lapse of time or both
would become a default) under, or give to others any rights of termination,
cancellation, vesting or acceleration of any obligation under, or require the
consent of any other party to, any agreement, contract, instrument, bond, note,
indenture, permit, license or franchise to which Parent or any of its
Subsidiaries is a party or by which Parent, any of its Subsidiaries or any of
their respective property is bound or affected, except any such conflicts or
violations that would not prevent or materially delay consummation of the
transactions contemplated by this Agreement or otherwise prevent or materially
delay Parent or Purchaser from performing its obligations under this Agreement.
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                  (b) The execution and delivery of this Agreement by Parent and
Purchaser do not, and the performance of this Agreement by Parent and Purchaser
shall not, require any consent, approval, authorization or permit of, or filing
with, or notification to, any Governmental Entity, except (i) for applicable
requirements, if any, of the Exchange Act and the HSR Act, and (ii) where the
failure to obtain such consents, approvals, authorizations or permits, or to
make such filings or notifications, would not prevent or materially delay
consummation of the transactions contemplated by this Agreement or otherwise
prevent Parent or Purchaser from performing their material obligations under
this Agreement.

                                    ARTICLE V

                          COVENANTS OF THE SHAREHOLDERS

         Section 5.01 No Disposition or Encumbrance of Shares. Each Shareholder,
severally but not jointly, hereby agrees that, except as contemplated by this
Agreement, such Shareholder shall not (i) sell, transfer, tender, pledge,
assign, contribute to the capital of any entity, hypothecate, give or otherwise
dispose of, grant a proxy or power of attorney with respect to, deposit into any
voting trust, enter into any voting agreement, or create or permit to exist any
Liens of any nature whatsoever with respect to, any of such Shareholder's Shares
(or agree or consent to, or offer to do, any of the foregoing) other than the
making of bona fide gifts of Shares to persons who agree in writing to assume
such Shareholder's obligations under, and to be bound by, this Agreement, in an
aggregate amount of not more than 20,000 Shares per Shareholder (provided that
bona fide charitable organizations under the Code need not agree to be so
bound), (ii) other than as contemplated by this Agreement, take any action that
would make any representation or warranty of such Shareholder herein untrue or
incorrect in any material respect or have the effect of preventing or disabling
such Shareholder from performing such Shareholder's material obligations
hereunder or (iii) directly or indirectly, initiate, solicit or encourage any
person to take actions that could reasonably be expected to lead to the
occurrence of any of the foregoing. The parties hereto agree that the conversion
of Shares by operation of law pursuant to the Merger shall not be prohibited by
this Section 5.01.

         Section 5.02 No Solicitation Of Transactions. Subject to Section 2.03
hereof, each Shareholder, severally and not jointly, agrees that between the
date of this Agreement and the date of termination of the Merger Agreement, such
Shareholder shall not, directly or indirectly, solicit, initiate, facilitate,
including by furnishing any information to any person, or encourage the
submission of any Acquisition Proposal or any proposal that may reasonably be
expected to lead to, an Acquisition Proposal.

         Section 5.03 Further Action; Reasonable Best Efforts. Upon the terms
and subject

                                     - 6 -

to the conditions hereof, Parent, Purchaser and each Shareholder shall use their
reasonable best efforts to take, or cause to be taken, all appropriate action,
and to do, or cause to be done, all things necessary under applicable laws and
regulations to consummate and make effective this Agreement.

         Section 5.04 Disclosure. Each Shareholder agrees to permit Parent and
Purchaser to publish and disclose in the Offer Documents and the Proxy Statement
and related filings under the securities laws such Shareholder's identity and
ownership of Shares and the nature of his or her commitments, arrangements and
understandings under this Agreement.

                                   ARTICLE VI

                                  MISCELLANEOUS

         Section 6.01 Termination. Each Shareholder's obligation hereunder to
tender, and not withdraw, their Shares pursuant to the Offer shall terminate on
the earlier of (i) the expiration date of the Offer and (ii) the termination of
the Merger Agreement. The remaining provisions of this Agreement shall
terminate, and no party shall have any rights or obligations hereunder and this
Agreement shall become null and void and have no further effect upon the earlier
of (x) the Effective Time and (y) the termination of the Merger Agreement.
Nothing in this Section 6.01 shall relieve any party of liability for any
willful breach of this Agreement. Parent and Purchaser acknowledge that, in the
event of termination of this Agreement, Shareholders shall no longer have any
obligation hereunder.

         Section 6.02 Adjustments. (a) In the event of (i) any increase or
decrease or other change in the Shares by reason of stock dividend, stock split,
recapitalization, combination, exchange of shares or the like or (ii) a
Shareholder becomes the beneficial owner of any additional Shares or other



securities of the Company, then the terms of this Agreement, including the term
"Shares" as defined herein, shall apply to the shares of capital stock and other
securities of the Company held by such Shareholder immediately following the
effectiveness of the events described in clause (i) or such Shareholder becoming
the beneficial owner thereof pursuant to clause (ii).

                  (b) Each Shareholder hereby agrees, while this Agreement is in
effect, to promptly notify Parent and Purchaser of the number of any new Shares
acquired by such Shareholder, if any, after the date hereof.

         Section 6.03 Amendment. This Agreement may not be amended except by an
instrument in writing signed by all the parties hereto.

         Section 6.04 Waiver. Any party to this Agreement may (i) extend the
time for the
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performance of any obligation or other act of any other party hereto, (ii) waive
any inaccuracy in the representations and warranties of another party contained
herein or in any document delivered pursuant hereto and (iii) waive compliance
with any agreement of another party contained herein. Any such extension or
waiver shall be valid if set forth in an instrument in writing signed by the
party or parties to be bound thereby.

         Section 6.05 Notices. All notices, requests, claims, demands and other
communications hereunder shall be in writing and shall be given (and shall be
deemed to have been duly given upon receipt) by delivery in person, by telecopy,
or by registered or certified mail (postage prepaid, return receipt requested)
to the Parent or Purchaser specified below, or specified (in the case of each
Shareholder) adjacent to each Shareholder's name in Schedule A:

         if to Parent or Purchaser:

                  Minnesota Mining and Manufacturing Company
                  Office of the General Counsel
                  Building 220-14W-07
                  St. Paul, MN 55144
                  Attention:  General Counsel
                  Telecopy No.:  (651) 736-9469

                  with a copy to:

                  Minnesota Mining and Manufacturing Company
                  Office of the General Counsel
                  Building 220-11E-02
                  St. Paul, MN 55144
                  Attention:  Gregg Larson, Esq.
                  Telecopy No.:  (651) 736-9469

                  with a further copy to:

                  Dorsey & Whitney LLP
                  Pillsbury Center South
                  220 South Sixth Street
                  Minneapolis, Minnesota 55402-1498
                  Attention:  John T. Kramer, Esq.
                  Telecopy No.:  (612) 340-8738

         Section 6.06 Severability. If any term or other provision of this
Agreement is invalid, illegal or incapable of being enforced by any rule of law
or public policy, all other conditions and provisions of this Agreement shall
nevertheless remain in full force
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and effect so long as the economic or legal substance of the transactions
contemplated by this Agreement is not affected in any manner materially adverse
to any party. Upon such determination that any term or other provision is
invalid, illegal or incapable of being enforced, the parties hereto shall
negotiate in good faith to modify this Agreement so as to effect the original
intent of the parties as closely as possible in a mutually acceptable manner in
order that the transactions contemplated by this Agreement be consummated as
originally contemplated to the fullest extent possible.

         Section 6.07 Further Assurances. Each Shareholder, Parent and Purchaser
shall execute and deliver all such further documents and instruments and take
all such further action as may be reasonably necessary in order to consummate
the transactions contemplated hereby.

         Section 6.08 Assignment. This Agreement shall not be assigned by



operation of law or otherwise, except that Parent and Purchaser may assign all
or any of their rights and obligations hereunder to any affiliate of Parent;
provided that no such assignment shall relieve Parent or Purchaser of its
obligations hereunder if such assignee does not perform such obligations.

         Section 6.09 Parties in Interest. This Agreement shall be binding upon
and inure solely to the benefit of each party hereto, and nothing in this
Agreement, express or implied, is intended to or shall confer upon any other
person any right, benefit or remedy of any nature whatsoever under or by reason
of this Agreement.

         Section 6.10 Specific Performance. The parties hereto agree that
irreparable damage may occur in the event any provision of this Agreement were
not performed in accordance with the terms hereof and that the parties shall be
entitled to specific performance of the terms hereof, in addition to any other
remedy at law or in equity.

         Section 6.11 Governing Law. This Agreement shall be governed by, and
construed in accordance with, the laws of the Commonwealth of Massachusetts.

         Section 6.12 Waiver of Jury Trial. Each of the parties hereto hereby
waives to the fullest extent permitted by applicable law any right it may have
to a trial by jury with respect to any actions or proceedings directly or
indirectly arising out of, under or in connection with this Agreement.

         Section 6.13 Expenses. Except as otherwise specified in this Agreement,
all costs and expenses, including, without limitation, fees and disbursements of
counsel, financial advisors and accountants, incurred in connection with this
Agreement and the transactions contemplated hereby shall be paid by the party
incurring such costs and expenses, or, in the case of legal expenses of the
Shareholders, by the Company (it being understood that the Shareholders have not
retained their own counsel but have utilized
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the services of the Company's outside counsel).

         Section 6.14 Headings. The descriptive headings contained in this
Agreement are included for convenience of reference only and shall not affect in
any way the meaning or interpretation of this Agreement.

         Section 6.15 Counterparts. This Agreement may be executed and delivered
(including by facsimile transmission) in one or more counterparts, and by the
different parties hereto in separate counterparts, each of which when executed
shall be deemed to be an original but all of which taken together shall
constitute one and the same agreement.

            [THE REMAINDER OF THIS PAGE INTENTIONALLY IS LEFT BLANK;
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                  IN WITNESS WHEREOF, the parties have duly executed this
Agreement as of the day and year first above written.

                              /s/ D. Westervelt Davis
                              --------------------------------------------------
                              Name: Westervelt Davis

                              /s/ Edward J. Stewart
                              --------------------------------------------------
                              Name: Edward J. Stewart

                              /s/ Peter E. Brumme
                              --------------------------------------------------
                              Name: Peter E. Brumme

                              /s/ Frank Manning
                              --------------------------------------------------
                              Name: Frank Manning

                              /s/ James D. Logan
                              --------------------------------------------------
                              Name: James D. Logan

                              /s/ Geoffrey P. Clear



                              --------------------------------------------------
                              Name: Geoffrey P. Clear

                              /s/ James W. Ellis
                              --------------------------------------------------
                              Name: James W. Ellis

                              /s/ Robert D. Becker
                              --------------------------------------------------
                              Name: Robert D. Becker

                              MINNESOTA MINING AND
                              MANUFACTURING COMPANY

                              By /s/ Ronald A. Weber
                              --------------------------------------------------
                                      Name: Ronald A. Weber
                                     Title: Executive Vice President

                              EQUINOX ACQUISITION INC.

                              By /s/ Ronald A. Weber
                              --------------------------------------------------
                                      Name: Ronald A. Weber
                                     Title: President
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                                   SCHEDULE A

NAME AND ADDRESS                       COMMON STOCK              STOCK OPTIONS
- ----------------                       ------------              -------------

D. Westervelt Davis                       12,000                    367,500

James D. Logan                           120,598                     50,000

Edward J. Stewart III                     22,000                     30,000

Frank Manning                                                        45,000

Peter E. Brumme                                                      25,000

Geoffrey P. Clear                          5,222                    133,500

Robert D. Becker                                                     72,000

James W. Ellis                                                       37,000

(*)      The address for each Shareholder is c/o MicroTouch Systems, Inc., 300
         Griffin Brook Park Drive, Methuen, Massachusetts 01844
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