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STATE OF UTAH )
T 84,
COUNTY OF TUTAILL )

RALPH I. YARRO, I, being first duly sworm, upon guth, deposes and says:
1, { wm over iwenty-one years of age and have personal knowledge of the facts stated

below.



2. T teside in Llah County, Utah T am one of the three members of the Board of
Directors of The Canopy Grroup, ne. (“Canopy™), whi ch 15 a closely held corporation organized under
the laws of the State of Utah, with it principal place of business in Tindon, Uiah.

3. I came to know Ray Noorda (“Mr. Noorda™) when he was Pragident and Cﬁicf
Exceutive Officer of Novell, Ine., and Wés 20 employee of Navell. Mr. Noorda retired as Direclor,
Bregident and Chief Executive Officer of Novell in 1994.

4, Tn 1995, Mr. Noorda ]ered_'me 4 NFT Veptures, Inc., (“NET Ventures™) to assist him
in managing the holdings and mvestinents of NFT Ventures. Through my work at NFT Ventures, T
came 1o know that NFT Ventures was a corporation whally owned by the Noorda Family Trust (the
“Trust”™), and that the trustees of the Trus: were Mr. Noorda and his wife Lewena Noorda (“Mrs.
Noorda™) . The Trust had coptributed some cash to NFI Ventures; it also contributed equity
invesiments that the Trust had previously made n various companies; and it assigned certain
teehmolopgies to NI'T Ventures.

5. In 1996, the president of NITT' Ventures left the company. At that time, Mr. Nootda
appointed me 1o the position of G eneral Manager to agsist Mr. Nootda directly in running the
company. In 1996, NFT Ventures’ nams was changed to The Canopy Group, Inc.

6. Iworked closely with M1, Noorda af NFT Ventures and Canopy, interacting with him
several hours a day over a petiod of several years. Mr. Noorda became my mentor. Mr. Noorda told
e and others in my presence that he cansidered me to have exceptional business abilities, and to be a
bard worker whose ahilities and efforts added suhstantial value to Canopy, as well as to the various
companies in which Canopy invested cupital (the “portfolio companies™), In recogpition of my

cfforts, Mr. Noorda promised me additonal compensation and incentives, including, incentive



bopuses when portfolio compAnies wWere co'd. Mr. Noorda also told me on several occasions ovet the
years that Mr. Noorda would struchure a. compensation and ownerghip plan for me apd other
oraployees at Canopy.

7. After accepting AppuLntmen’ as Gioneral Manager, 1 developed and preseuted a
comprehensive plan for each portfoho co.lﬁzp;my 0 Mr. Noorda, Mr. Noorda and T then tefined and
jmplemented this plan together. With Mr. Noorda and me working closely together, Canopy
exceeded its goals, M. Noorda in turm kapt his commitnents and paid incentive bonuses to me and
ather employees, and Mr. Noorda also began (0 develop the promised compensation and orwnerslup
plan. Asd reward [or my coniributions to. Canopy, 1 alsa hegan to receive anmuzl bonuses and
substantial salary iNGreases.

8. In August 1998, 1 accepted appointment 8% President and Chief Execuiive Officer of
Clanopy, and was also named to the Boar! of Directors of Canopy. From that time to the present, Mr.
and Mrs. Noorda and Tbecn the only thrct-a members of Canopy’s Board.

9. Ag & mentor, Mr. Noorda srovided instruction and direction to me in nearly every facet
of my responsibilities, first as General Manager and then.as President and CEO of Canopy. Mr.
Noorda used s own cxpetience to Jlusiwate the advice and direction be gave me. In {his context, on
mmeraus occasions, Mr. Noorda told me that he did not want his children to be substantively
involved with Canopy. In numerous corpmunications hoth with M7, Noorda and Mrs. Noorda, Tund
others were informed that Mr. and Mrs. Noorda did not want to give {heir children any jnterest in
Canopy. and that they Jdid not want their children to participate in the managem ent of Canopy.

10. On or ahout February 252;, 2000, Mr, and Mrs. Noorda put in place an equity ownership

plan for me (the “Tebruury 2000 Oplion Apreement’).



17.  The Febrary 2000 Option Aprecment was conceived and prepared by Mr. and Mrs.
Noorda's porsonal accountants, financial i Avigors and lawyers, including their estate pl anning
attorney, af the direction of Mr. and Mrs. >oorda. 1 learned this through conversations with Mr.
Noorda and his prolzssional advisorg, as well as what | saw and heatd during certain rne:tltlings,

12, Under the terms of the Febuary 2000 Qption Agreement [ had the right to purchase
one-half of the Canopy owncd shares in all Canopy portiolio companies (except MTT) af a price egual
to Canopy’s bagis and was entitled 10 pan."é:t:ipata in profits and pracesds upon the sale of any Canopy
portiolio company. The Tebruary 2000 Dbticm Apresment fulfilled Mr. Noorda’s repealed statements
and promises to e that he was going to recogmize me as an equal in Canopy, by allowing me to
obtain an interest in Canopy euu al to his by paying one-half of the arpount that the Trust paid for its
ownership intetcst in Canopy. Attached ﬁcreto, as Fxhibit A, is a true and correct copy of the
February 2000 Option Agreement.

13. Almost immediately alfter the Tebruary 2000 Option Agreement Was imptemented, it
was learned as a result of the SEC cevieys in connection with the nitjal Public Offering ("TPO") of

Caldera Systems (a partiolio cormpany) ;at the SEC would require Calders Systemis to incur und
diselose a compensation charge To¥ the ¢iffcrence between the conteraplated PO stock price and the
Canopy bagis for my option gharcs. The amount of this charge would have a highly detrimental cffect
om Caldera Systems, Since this type oi :harge would have a polentially negative impact on agy
Canopy portfolio company 1PO, Y aprecd to rescind ﬂna Tebruary 2000 Option Agrecment. Mr.

Nootda told me and others that he was commifted 10 come Up with a new equity ownership plan that

would provide rights for me gimnilar to the February 2000 Option A gresment but without the

* detcimental impact on Canopy portfolic companies.



14.  Mr. Noorda subsequently ta;lr;ad several persons, meluding Mr., Noorda's personal
lepal, accounting and financial advisors, as well a8 Darcy Mott, Canopy’s Ch ef Finaneial Officer, to
develop such a replacement equity ownerskip plan. Mr, and Mrs. Noordas® personal advisors
subsequently conceived such a plan, which was subsequently preparcd, reviewed and approved ﬁy
various legal, accoanting and financial prﬁfessinneﬂs. Myr. and Mrs. Noorda approved, signed and
adopted varinus legal documents in Noveriber of 2000, which provided for tha recapitalization of
Canopy and implemented this new pian (the new plan and the documents comprising this plan, some
of which are detailed below, are calleclively referred to hereatter as the “Canopy 2000
Recapitalization Plan™), and included the following:

() On or abowt November 3, 2000, Mr. and Mus. Noorda voted the Trust’s

shares in favor of adopting Canop ;f’s Amended and Restated Articles of Incorporation,

anthorizing Canopy to issue up 10 25 million shares of common Stock, with 25,000 of

the shares designated ag Class A Voting Common Stock, and 24,975 million ghares

designated as Class B Non-Voting Commoen Stock. he Trust’s shares were converted

into 10,000 shares of Class A Voting Comman Stock and 9.990 million shares of
Class B Non-Voting Common Stock. Bach Class A Veting Common Stack share has
onc vote on cach matter to be voted on by Canopy’s sharcholders. A copy of Cunopy’s
Amended and Restaled. Articles of Tncotporation is attached heveto as Fxhibit B,

()  Omorabout November 7, 2000, Canopy’s Board of Ditectors,
consisting of Mr. and Mrs. Noorda and myself, unanimously adopted The Canapy
Group, Tnc. 2000 Stock Option Plan, by which certain persons, such as oligible

employees, could acquire squity in Canopy by obtaining and exercising stocls options



s

in Canapy, al prices consistent with Canopy’s value at the time cach employee joined

Canopy. Under this cquity pla, T vsas granted sn aption to purchase | 0,000 shares of

Class A Voting Common Stock and 69990 million shares of Class B Non-Voting

Common $tock at §5 per share, 4 price consistent with Canopy’s value gt the timc- ﬁe

joined Canopy. A copy of this cquity plan is attached hercto as Exhibit C.

(¢) On o about Novert.her 8, 2000, Canopy, M, and Mrs. Nootda as

srustees of the Trust, and mysclf cntered into a Sharcholder Agrecment. 1his

Sharcholder Agteement contains T rovisions assuring that the three signatoties (Mr.

and Mrs. Noorda and myseif) wotld serve as directars of Canopy and it contains other

provisions consistent with the intc ntion previously stated by Mr. Noorda that T would

be accorded the right of an equal participant in Canopy, Amang other things, this

Shareholder Agresmment prohibils any of the signatories [Tom taking any action that

adversely affeets the rights of any of the other signatories. A copy of the Sharcholder

Agreerncnt is altached horeto as Exhibit D,

15. 1 have exerciged my (’Jlaﬂ.?:;_:;ﬂ;‘ Voting Common Stock options, but T have not exercised
all of my Class B Nop-Voting C‘.ommnn_..‘:‘.tock options. After 1 exercised my Class A Voting
Common Stock aptions, T held and owned the same amount of Class A Voting Common Stock
(10,000 shares) as the T'rust. Since the ;;mi of 2000, my rights and interest in controlling and
managig Canopy has becn egual to the intercst of Mr, and Mrs. Noorda.

16.  On several occasions, in reviewing the effoety of the Canopy 2000 Recapitalization
Plan, Mr. Noorda conmmented that he was satistied with this plan hecause it fulfilled hix intention fo

provide Canopy cmployees, and in part cular mysclf, wilh incentives to stay with Canopy fora long



{ime, to work hard, and to add valuc o (_',‘a-;.iropy and its porttolio cotnpanies.

17, Onnumerous occasions, Mr. and Mrs. Noorda both emphatically instructed e not to
discuss Canopy or their other holdings wit their children or to provide their children with substantive
jnformation about Canopy or their other b idings. For example, ina meelipg with Mr. and Mﬁ
Noorda in Febhruary 2003, they 5pcc:iﬁcal]j.‘ {old me that Canopy information was to he kept
confidential and that they did not want their children involved-

18, In early 2002, Mz, Noorda iold me and others that he wanted to reduce the iime he was
devoting to Canupy.

19, During 2002, Mr, Noorda vesigned from all the Boards of the various Canopy poctfolio
companios on which he had previously served.

20.  Througbout the remainder of 2002, and during 2003 and 2004, Mr, Noorda’s direct
involvement in the operation of Canapy diminished. Mr. and Mrs. Noorda, however, remained
mesnbers of the Board of Directors of Canapy, along with me.

a1.  After Mr. Noorda began t2 reduce the time he devoted to Capopy, Mr. and Mrs.
Noorda continued to attend all mectings é?_f_Caumpy’s Board of Directors. The Board mectings
included consideration of alt material m a-.utters including, by way of illustration. Mr. and Mrs.
Noorda's review, approval and ratification of Canopy’s annual budgets and Canop y's expendituras,
including any and all distributions of bonuses, incentives, and all other compensation to Canopy
management and cmployees. Mr. and Mrs. Noorda also participated in various othcr meetings and
discussions with me with respect to the management and business of Canopy. In the Board moetings
as well as in other meetings, Mr. and Mrs. Noorda directed me to continue to fallow the same course

of management and {0 continue rumying the affairs of Canopy as Mr. Noovrda had in the past, which



course of management was based upon the precepts and management ptineiples Mr. Noorda had

employed when he operated Canupy.

22, Thelieve that the knowledge 1 gained, and the advise and dircction I received, from Mr.
Noorda during our close association, as well as my adherence to the prineiples he taughl n';t-:., are .t'he M
primaty Teasons Canopy has been a highly ..S'IH:GBH.EifL‘L[ company under my management. Canopy’s
succass 1s manifested by its financial poxil:‘lmn which, in latc 2004, included assels ol over $100
million in cash and an estimated value of wpproximately $300 million. This is in stark confrastto
C'anopy’s financial position of having minital cash and an estimated valuc less than $100 million
when 1 was appointed General Manager.

93.  Daring the Board meeting:. a% well as my other mectings with Mr. and Mrs, Noorda
during the first few months of 2003, I found Mr. Noorda to be engaged and involved in our
discussiong and | amp confidant that he uﬁd&:rstnud our discussions regarding Canopy and other
matters. At about the same time, howevcr, T was made aware of concerns that the Noordas had based
on discussions they had with their childrn. During a meeting in February of 2003, Mr. Noorda told
me that he felt Capopy’s management W, doing exactly what he wanted us to de. Dhring & meeting
in Match of 2003, both Mt. and Mrs. Noorda told me that their children were putting “pressurc”™ on
them to maet their “needs and wants,” and, a5 2 result, they were intercsted in creating some ligaidity
in their assets.

24 In the Canopy J3oard meeting held in March 3004, T was concerned about Mr.
Noorda’s mental competeney and capac:ty. T helieved, however, that Mrs. Noorda understood the
actions discussed and approved them. Specifically, during this mecting, the Board discussed and

approved Canupy's 2003 finamcial rasu ts and its 2004 annual operating budgpet. Terry Petcraom,



acting as Mr. and Mrs. Noorda’s personal ’.r.‘lnanci al advisor, was also present at this Canopy Board
meeting. The budgels, prior financial and -ssolutions were provided to the Noordas a werk before the
meeting and it s my understanding, that Mc. Peterson bad reviewed it prior to the meeting. During
fhix meeting, Mr. Peterson did not voice aay concems ot objections to Mi. and Mrs. le-'da ragellrcling
any actions discussed and, in fact, Mr. Pelzrson advised MT. and Mrs, Noorda thal it was okay for
{hern to approve the board and ghareholder actions.

25. Tn the March 2004 Board meeting, Mts. Noorda expressed concerns about her and Mr.
Noorda's deteriorating health, the fact that Mt. Noorda®s deferiorating memory made it very diftieunlt
for him to make decisions, which required Mrs. Noorda to make decisions that Mr. Nootda would
ofherwise make. Mrs. Noorda also expressed how difficult it was for them to continue dealing with
Capopy matters. To address the ;:nncem.:qwr?ised by Mrs. Noorda, | suggested that, if they wished,
Capopy would tedecm the Trust’s shares at fuir market value under nepotiated terms that Canopy
could hear, T recommendad that Mr. and Mrs. Noorda engage their own lepal counsel and {inancial
advisors and oblain their own valuation of Canopy if they wished o proceed.

26. Isaw amarked decline ir_,-.':lﬁhay Noorda’s mental faculties. He appeared confused and
appeared to have a hard time following the discussion. During the mecting, Mr. Noorda agked “What
company are we talking sboul?” 1spent considerable time taking Mr. and Mrs. Noorda through the
documents and 1 do not believe that even with my explanations that My, Noorda fully understood the
nulure of the docurments and the other substantive matters diseussed. Ibelicve, as [ indicated
previously, that Mrs. Noorda did. Based on my profound love and respeci for Mr. Noorda, | did not
want to stggest that Mr. Noorda should be removed as ¢ Canopy Board rnember duc to his apparent

jncapacity. 1had seen fivst-hand how hard it was for him 1o leave the Boaxds of the portfolio



companies.

97.  Tor the next nine months afeer the March Board mesting, my contact with Mr. or Mrz.
Noorda was limiied . Any communication: from Mr. and Mrs. Noorda were dirccted through Terry
Peterson. In facl, approximately one month after the March Board meeting, Terry Petcrson told i‘nc
that 1 should not call the Noordas.

28, Following the March board meeting, in what 1 thought was in follow-up of Mrs.
Noorda's request to find a reasonable way Lo liquidate the Noorda’s ownership inlerest in Canopy,
M. Peterson began making requests for information regarding Canopy. Other persong purporting to
b Mr. and Mrs. Noorda's personal attor-eys and fmancial advisors, including Mr. Jerold Oldroyd, an
attomey at Ballard Spahr Andrews and Ingersoll, LLP, (“Ballard Spahr™), subsequently began
requesting exiensive documentation regajding the business activities of Canopy as well as the
portfolio companics. Capopy acted prot ptly in providing these persons with all of the infortahion
requested.

29,  Turing the period from hiarch to December ‘2004, T continned to direct the aperations
of Canopy in the same mannet previom;;y approved in the March 2004 meeting by at least Mrs.
Noorda and myself. Since 1 had been acked not to call the Noordas, T asked Mr. Oldroyd if the
Noordas wanted any changes in the way Canopy was belng managed. Mr, Oldroyd teplied that
should continuc o1 the same course.

30, On or sbout Decernber &, 2004, [ was notified of a purported meeting of Canopy's
Board of Directors to be held on Deeeraber 17, 2004 (the “December 17" meeting'”) at Scenic View
Care Center. 1 was instrncted that no u.ne other than Mr. and Mn Noorda and myself would and

should attend this meeting, including Homeys or Canopy employees.

10



3], Contrary 1o representations roade o ane, Me. and Mrs, Noorda did not attend the
December 17% meeting in person. Mnstead, when [ arrived at Scenic View Care Cepter, T was met by
two Ballard $pahr attorneys who purported o represent Mr. and Mrs. Noorda ag well as Canopy.
These attorneys told me that Mr. and Mrs. Nootda, as well as Val Noorda Kreidel (“Ms. }.(-{j.]'cidt':l”),
the daughter of Mr. and Mrs. Noorda, wert at a scparate location with another Ballard Spahr attorney,
and would participate it the meeting via a speaket phone. As Can opy’s President and CEO, and as a
ditector, 1 had no\ retained Ballard $pahr to represent Canopy.

32. [ was surprised and dismuyved by what then took place. During the December 17
meeting, Mrs. Noorda, apparently reading from a script, moved to adopt a resolution which:

(a) purportedly gramted Mr., Noorda 1,486 additional Canopy Class A

Vating Common Stock options ard 1,484,514 (lags B Non-Voting Common Stock

options, and granted hersclf 1,4%7 additional Class A Voting Common Stock options

and 1,485,513 Class B Nem-Voting Common Stock options;

(b) purportedly terminated me along, with Mr. Mott and Mr, Christensen as
eruployees and officers of Canopy, pwrportedly for canse;
() purportedly elected Mr, Mustard inmy place as the President and

Chief Executive Officer of Canopy; and

(a) purporiedty enacted cerlain “enabling resolutions.”

33, - The proceedings, though scripted, were not without drama. Following the preseptation
by Mrs. Noorda, sbe requested a second. Her request was met with stlencc, Following a second
request 1or a second and mutflsd conversation that { could not completaly hear, Mv. Noorda then

seconded the motion. Although, as [ gaid, T was not pernitfed to bear everything, it sounded to me

1n



like Mr. Noorda had to be instructed to sec-;:mc] the motion. 1 did not believe that Mr. Noorda
understood what he was doing, or that he was mentally able to follow and upderstand what was
ocowting. As a Board member, T voted ag zinst the resolations.

34.  Atthe December 1 7% mect ng, and following my putlpnrtad terrination, the, Buuérd
Spabr atlomcys handed me 4 copy of an unfited Complaint which they thrcatened would be filed
nnless T agreed to give up m'.y interest in Canopy and pay approximately $14 million, A complaint
casentially similar to what was shown to e was subsequently filed in the Fourth District Cowrt. [
know from personal knowledge that the Complaint filed against me is based on false allepations and,
in my opinion, it asserts claims that are withoat meyit. “This Complaint is based on the false assertion
that salaries, honuses apd incentives paid me and other Canopy employecs oVer many years was
without the knowledge or consent of M.r.l_and Mrs. Noorda. This is absolutely false. Mr, Noorda
created the compensation and incentive plans in question, end he himself determined and personally
signed most of the incentjves paid over the years, He approved the incentives that be did not sign,
and he also set most of the salaries and bonuses. §have followed the principles and procedures that
M. Noorda put in place in paying sa'larfcs. bonu:-‘.e:s. and incentives, Moreaver all such compensation
was discussed and approved hy M. and Mrs. Noorda in annual Board meetings.

35, In addition to having equal control of Canopy with the Noordas, 1 personally u.wn
options for Canopy stock that have a value in cxcess of $100 million.

36, | have becn informed by Canopy employses who have now left Canopy’s employment,
as well a8 certain management persons 3t Canopy’s portfolio companies, that Ms. Kreidel 1s now
“yunning the show™ at Canopy, in that she is managing Canopy throuwgh Mr. Mustard, and that Mr.

Mustard must obtain Ms. Kreidel's apyroval before making any significant or substantial dectsion

12



tegarding Canopy.

37.  Asof December 16, 2004, Canapy had 12 {ull-time employees and, over the prior
nine years, most if not all employees who have lefi Canopy have done so 1o work for Canopy
portfolio companies. Tollawing principles taught me by Mr. Noorda, Tbelieve that T perpctl.mteci a
wanderful working environment at Canopy where employees enjoyed their work and felt thal they
helonged to the Canopy family. Now, as a result of the purported termination of mysell, Mr. Mott
and Mr. Christensen, and the (hreatening, heavy-handed, and demeaning Ueatment of the remaining,
employees, one lang-titme cmployee has taken his own life, and five other employees have resigped
their employment at Canopy, all of which has caused and continnes to cause irreparahle harm to
Canopy and, thercfore, its shareholders, includmg me, Mr. Mott and Mr. Christenscn. Negutive
repercussions {o the portfolio companies have started as well, because & similar heavy-handed
approach is being, wtilized in dealings with them.

J8. On December 24, 2004, 1 was informed that Rob Penrose, a long-time and valusble
employce of Canopy had commilted suicide. Tloved Rob Penyose ke a brother. His death has been
devastfltin,g fo me. I helieve, based on fny conversations with members of Rob Penrosc’s family, that
the heavy-handed and intimidating actions of Canopy’s curtent meanagement, including Mr. Mustard,
was 4 substanfial contributing causc to Tob Penrosc’s death,

39, Currently, to the best of my knowledge, Can.opy has only three employees other than
M. Mustard. Two of these cmployoees only hundle real estate and physical (acility matters. The
remaining smployce is 2 [inancial person who reporied to M. Mott. Canopy now oo lomger has jts
legal counsel and paralegal, ite Clief Financial Officer, its Conwoller, its administrative assislants, or

its technology or its business development coplayees. Accordingly, Canopy does
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not have the capagity to provide the administrative services and suppart that it previously provided
and, upon which, Canapy and the portfolio companies beavily rely, including tax, financial, legal.
muintenance of corporate documents and racords, iechnological support, and/or humnan resources.

40, Mot of the top managemer-( of Canapy’s portiolio companies have 1alked ‘tn e ‘since
Daccrmber 17%, and have expressed grave concern about my removal, as well as the removals of
Darcy Mott and Brent Christensen as officers of Canopy, and also about Mr, Mustard’s current
management of Canopy, Many have told me privately that they fear retaliation from Canopy's
edrrent management and Mr. Mustard, T.hey have informed me that they lack confidence in Mr.
Mustard's ability to manage Canopy or to provide the necessary support to the portfolio companies.
They have informed me that Mr. Mustard has been slow to respond 1o their requests, that he has been
unable or unwilling to provide them with the lcadership they noed, and that he has little understanding
of technology 1ssues. [Dbave also been in ‘ormed that portfolio company employees are looking lor
other-jobs, and that some have already quit as a resulr of Mr. Mustard’s management and the
uncertainty regarding Cano|yy.

41, Prior to the Decerber 17% meeting, T was very ipvolved in o number of portfolio
comparny dcals that ure confidential and nuve the capacity to generate millions of dollars of revenus
for Canopy and the pottfolio companics. [ have no confidence that Mr, Mustard will be able to
follow through on these deals.

42, 1am informed that Capopy’s cutrent management hag removed me, Mr, Mott and/or
M. Christensen from at Jeast one portivlio company hoard of directors, PointeCast (formerly
Leaming Optics), and that it is in the process of attempting to remove 08 from the boards of all the

yemainipg portfolio companics.
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43, Inlate 2003, Ms, Kreidel called me and told me that | neaded to run Canopy in the
stalus quo because her father had Alzhetmer discase.

44, On December 28, 2004, Andy Noorda, & son of Mr. and Mrs, Noorda infonncd‘
e that his parents “were like children.”

45, 1believe that prior (o the December 17" meeting, Mr. Noorda had hecome unable
to scrve as a director of Canopy by reason of mental inc:apaci ty and inc;umpetciwy. The actions
that were tuleen at the December 17" mesting as well as the subsequent actions by Canopy’s new
management, are directly contrary to everything Mr. MNoorda tanght me and \bhat he repeatedly
(0ld me he wanted to have happen for Canopy, Based ot my long and close association with Mr,
Noorda, these actions do not represent the mind and will of Mr. Noorda as expressed to me

repeatedly over the past ten years.

SURSCRIBED AND SWORN TO before me this &3-_# day of Sanunary, 2005.
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