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WIDEPOINT CORPORATION
One Lincoln Centre, Suite 1100
Oakbrook Terrace, Illinois 60181

December 27, 2004
Dear Stockholder:

We are pleased to invite you to attend our Annual Meeting of Stockholders. This year it will be held on Thursday January 27, 2005, at
10:00 a.m., Eastern Standard Time, at the Washington, D.C. offices of Foley & Lardner LLP, located at 3000 K Street N.W., Suite 500,
Washington, D.C. 20007. The primary business of the meeting will be to:

elect directors;

approve the proposed amendment to the Company s Certificate of Incorporation to increase the total number of authorized shares
of Common Stock of the Company from 50 million to 110 million;

approve the proposed amendment to the Company s 1997 Stock Incentive Plan to increase the number of shares of Common Stock
issuable thereunder by 7 million shares; and

ratify the selection of independent accountants.

A Notice of the Annual Meeting and the Proxy Statement follow. You will also find enclosed a proxy card. We invite you to attend the
meeting in person, but if this is not feasible, we think it advisable for you to be represented by proxy. Therefore, if you cannot attend the
meeting, we urge you to sign the enclosed proxy card and mail it promptly in the return-addressed, postage-prepaid envelope provided for your
convenience.

Sincerely,

Steve L. Komar
Chairman of the Board, President and
Chief Executive Officer
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WIDEPOINT CORPORATION
One Lincoln Centre, Suite 1100
Oakbrook Terrace, Illinois 60181

NOTICE OF ANNUAL MEETING OF STOCKHOLDERS
Dear Stockholder:

Notice is hereby given that the Annual Meeting of Stockholders of WidePoint Corporation, a Delaware corporation (the Company ), will be
held at the Washington D.C. offices of Foley & Lardner LLP, located at 3000 K Street, N.W., Suite 500, Washington, D.C. 20007 on Thursday,
January 27, 2005, at 10:00 a.m., Eastern Standard Time, for the following purposes:

1. To re-elect two persons as Class I directors to serve for a three-year period until the Annual Meeting of Stockholders in the year
2007 and to increase the number of directors by electing two additional persons as Class III directors of the Company to serve for
a two-year period until the Annual Meeting of Stockholders in the year 2006; and

2. To approve a proposed amendment to the Company s Amended and Restated Certificate of Incorporation to increase the aggregate
number of shares of Common Stock, par value $0.001 per share, that the Corporation shall have authority to issue from

NOTICE OF ANNUAL MEETING OF STOCKHOLDERS 2
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50,000,000 shares to 110,000,000 shares; and

3. To approve a proposed amendment to the Company s 1997 Stock Incentive Plan to increase by 7,000,000 shares the number of
shares of the Company s Common Stock authorized for possible issuance under such plan; and

4. To ratify the selection of Grant Thornton, LLP as the independent accountants for the Company for the current fiscal year; and

5. To transact such other business as may properly come before the meeting.

Only stockholders of record at the close of business on December 20, 2004 are entitled to notice of, and to vote at, the Annual Meeting.

By order of the Board of Directors,

James T. McCubbin

Secretary
December 27, 2004
3
. ______________________________________________________________________________________________________________________________________________________________|
YOUR VOTE IS IMPORTANT

Please date, sign and promptly return the enclosed proxy so that your shares may be voted in accordance with your wishes. Mail the proxy to us
in the enclosed envelope, which requires no postage if mailed in the United States. The giving of the proxy does not affect your right to vote in
person should you attend the meeting.

YOUR VOTE IS IMPORTANT 3



Edgar Filing: WIDEPOINT CORP - Form PRE 14A

WIDEPOINT Corporation
One Lincoln Centre, Suite 1100
Qakbrook Terrace, Illinois 60181

PROXY STATEMENT
GENERAL

This Proxy Statement is furnished in connection with the solicitation by the Board of Directors of WidePoint Corporation, a Delaware
corporation ( WidePoint or the Company ), of proxies of stockholders to be voted at the Annual Meeting of Stockholders to be held at the
Washington, D.C. offices of Foley & Lardner LLP, located at 3000 K Street, N.W., Suite 500, Washington, D.C. 20007 at 10:00 a.m., Eastern
Standard Time, on Thursday, January 27, 2005, and any and all adjournments thereof.

Any stockholder executing a proxy retains the right to revoke it at any time prior to its being exercised by giving written notice to the
Secretary of the Company.

This Proxy Statement and the accompanying proxy are being mailed or given to stockholders of the Company on or about December 27,
2004.

VOTING SECURITIES

As of December 20, 2004, a total of 26,680,949 shares of common stock of the Company, par value $.001 per share ( Common Stock ),
which is the only class of voting securities of the Company, were issued and outstanding. All holders of record of the Common Stock as of the
close of business on December 20, 2004, are entitled to one vote for each share held at the Annual Meeting, or any adjournment thereof, upon
the matters listed in the Notice of Annual Meeting. Cumulative voting is not permitted.

Shares of Common Stock represented by proxy will be voted according to the instructions, if any, given in the proxy. Unless otherwise
instructed, the person or persons named in the proxy will vote (1) FOR the election of the nominees for director listed herein (or their substitutes
in the event any of the nominees is unavailable for election); (2) FOR the approval of the proposed amendment of the Company s Amended and
Restated Certificate of Incorporation to increase the total number of authorized shares of Common Stock of the Company from 50 million to 110
million; (3) FOR the approval of the proposed amendment to the Company s 1997 Stock Incentive Plan to increase the number of shares of
Common Stock issuable thereunder by 7 million; (4) FOR the ratification of the selection of Grant Thornton LLP as the independent accountants
for the Company for the current fiscal year; and (5) in their discretion, with respect to such other business as may properly come before the
meeting.

5

Votes cast by proxy or in person at the Annual Meeting will be tabulated by the inspectors of election appointed by the Company for the
meeting. The number of shares represented at the meeting in person or by proxy will determine whether or not a quorum is present. The
inspectors of election will treat abstentions as shares that are present and entitled to vote for purposes of determining the presence of a quorum
but as unvoted for purposes of determining the approval of any matter submitted to the stockholders for a vote. If a broker indicates on the proxy
that it does not have discretionary authority as to certain shares to vote on a particular matter, those shares will not be considered as present and
entitled to vote by the inspectors of election with respect to that matter.

The cost of soliciting proxies will be borne by the Company. Proxies may be solicited by directors, officers, regular employees or other
agents of the Company in person or by telephone. We have retained American Stock Transfer to assist in the solicitation of proxies. American
Stock Transfer will charge approximately $2,000 plus out-of-pocket expenses.

PROPOSAL ONE ELECTION OF DIRECTORS

The Company s Board of Directors is classified into the following three classes of directors, with approximately one-third of the directors
serving in each such class of directors and with one class of directors being elected at each annual meeting of stockholders of the Company to
serve for a term of three years or until the earlier expiration of the term of their class of directors or until their successors are elected and take
office as provided below:

CLASS1 TERM EXPIRES AT THE 2004 ANNUAL MEETING OF STOCKHOLDERS

PROPOSAL ONE ELECTION OF DIRECTORS 4
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Mark Mirabile presently serving
Norman Wareham presently serving

CLASSII TERM EXPIRES AT THE 2005 ANNUAL MEETING OF STOCKHOLDERS

Steve Komar presently serving
James McCubbin presently serving

CLASS III TERM EXPIRES AT THE 2006 ANNUAL MEETING OF STOCKHOLDERS

James Ritter presently serving
Mark Fuller expansion nominee
John Crowley expansion nominee

The Bylaws of the Company provide that the Board of Directors will determine the number of directors to serve on the Board. The
Company s Board of Directors presently consists of five members. The five members of the Company s Board of Directors are identified above,
along with the additional nominees of Mark Fuller and Jack Crowley who have been nominated to join and expand the Board of Directors to
seven persons (i) as required under the terms of the agreements entered into by the Company in its acquisition of Chesapeake Government
Technologies, Inc. ( Chesapeake ) in March 2004. The Board of Directors has nominated Messrs. Fuller and Crowley as Class III directors and
not as Class I directors in order to keep a balance as nearly as possible in the number of directors serving in each class of directors in conformity
with the provisions and intent of the staggered board provisions of the Company s Certificate of Incorporation and Bylaws.

6

Proxies will be voted at the Annual Meeting, unless authority is withheld, FOR the election of the persons named below. The Company
does not contemplate that the persons named below will be unable or will decline to serve; however, if any such nominee is unable or declines to
serve, the persons named in the accompanying proxy will vote for a substitute, or substitutes, in their discretion. The following table sets forth
information regarding the nominees:

POSITION WITH DIRECTOR
NAME THE COMPANY AGE SINCE

Mark Mirabile Director, Vice President
and Chief Operations Officer
of WidePoint 41 2002

Norman Wareham Director of WidePoint 50 1997

Mark Fuller Chief Executive Officer of
Chesapeake, a wholly-owned
subsidiary of WidePoint 48 --

Jack Crowley President of Chesapeake, a
wholly-owned subsidiary
of WidePoint 43 --

Mark Mirabile has served as a Class I director of the Company since his appointment in April 2002. Mr. Mirabile has also served as the
Vice President and Chief Operations Officer for the Company since December 2001. From June 2000 to November 2001, Mr. Mirabile served as
the Vice President of Sales and Marketing for the Company. Prior to that time, from November 1992 to May 2000, Mr. Mirabile served as the
Vice President of Eclipse Information Systems, Inc. ( Eclipse ), a wholly-owned subsidiary of the Company. Mr. Mirabile was a co-founder of
Eclipse prior to its acquisition by the Company in December 1998. Mr. Mirabile has over 20 years experience in information technology at both
the executive and technical levels. He has an Associates Degree in Applied Science-Accounting from Daley Community College in Chicago.

Norman Wareham has served as a Class I director of the Company since December 1997. Mr. Wareham served as the Company s Vice
President, Secretary and Chief Financial Officer from September 1996 until August 1998. Mr. Wareham is President of Wareham Management
Ltd. and provides management consulting and accounting services to public companies in Canada and the United States. Mr. Wareham is a
certified accountant and has been engaged in the public practice of accounting for over 20 years.

PROPOSAL ONE ELECTION OF DIRECTORS 5
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Mark Fuller is being nominated as a Class III director and presently serves as the Chief Executive Officer of Chesapeake, a wholly-owned
subsidiary of the Company. The Company acquired Chesapeake on March 24, 2004. Mr. Fuller was a co-founder of Chesapeake and has served
as its Chief Executive Officer since its inception in February 2004. Mr. Fuller has also served as Chairman and CEO of Chesapeake Partners,
Inc., a business consulting company, since October 2001. From December 2000 to October 2002, Mr. Fuller served as President of Network
Services for Verizon Avenue, a wholly-owned subsidiary of Verizon Communications Inc. Verizon Avenue was originally founded as One Point
Communications, where Mr. Fuller served as President of Network Services from January 1999 to December 2000. Prior thereto, Mr. Fuller
served as Vice President of ACSI (which later became known as e.spire), from November 1994 to November 1998. From August 1993 to
November 1994, Mr. Fuller served as Director of MCI Sales for Teleport Communications Group. From March 1988 to August 1993, Mr. Fuller
held various management positions with MCI Telecommunications, Inc. Mr. Fuller also served 9 years in the United States Army where he rose
to the rank of Major prior to leaving active duty in March 1988. Mr. Fuller is a graduate of the United States Military Academy at West Point,
New York where he received a Bachelor of Science degree in Applied Science and Engineering.

John Crowley is being nominated as a Class III director and presently serves as the President of Chesapeake, a wholly-owned subsidiary of
the Company. The Company acquired Chesapeake on March 24, 2004. Mr. Crowley was a co-founder of Chesapeake and has served as its
President since its inception in February 2004. From September 2002 to March 2004, Mr. Crowley served as Vice President of Strategic
Partnerships and Alliances at AT&T Corp. From March 1992 to September 2002, Mr. Crowley served as Vice President of Strategic Ventures
and Alliances at MCI Telecommunications, Inc. From 1983 to 1992, Mr. Crowley held various management and consulting positions with
different companies, including United City Traders and PricewaterhouseCoopers. Mr. Crowley received his Bachelor of Science degree in
Business Administration from Georgetown University.

MANAGEMENT RECOMMENDS THAT YOU VOTE FOR THE ELECTION OF THE ABOVE NOMINEES AS DIRECTORS
OF THE COMPANY.

Meetings of the Board of Directors and Committees

8

The Board of Directors met four times during 2003. Each incumbent director attended at least 75% of the aggregate number of meetings of
the Board and committee(s) on which he served while he was a director and committee member during 2003.

Audit and Finance Committee

The Board of Directors has an Audit and Finance Committee, which conducted four meetings during 2003 and presently consists of
Norman Wareham and James Ritter. Under the corporate governance listing standards of the Nasdaq Stock Market to which the Company is not
legally subject but with which the Board desires to voluntarily and substantially comply, Messrs. Wareham and Ritter are independent directors.
The Audit and Finance Committee is responsible for meeting with the Company s independent accountants to review the proposed scope of the
annual audit of the Company s books and records, reviewing the findings of the independent accountants upon completion of the annual audit,
and reporting to the Board of Directors with respect thereto. All of the members of the Audit Committee are considered by the Board to be
financially literate and the Board has determined that Mr. Wareham is deemed to be an Audit Committee financial expert as defined by the rules
of the U. S. Securities and Exchange Commission ( SEC ). The Board of Directors has adopted a written charter for the Audit Committee, a copy
of which is attached hereto as Appendix 1.

Compensation Committee

The Board of Directors also has a Compensation Committee, which conducted four meetings during 2003, presently consists of Norman
Wareham, Steve Komar and James Ritter, and is responsible for advising the Board on matters relating to the compensation of officers and key
employees and certain of the Company s employee benefit plans.

Nominating Committee

The Board of Directors also has a Nominating Committee, which conducted one meeting during 2003, presently consists of Steve Komar
and James Ritter and is responsible for advising the Board on matters relating to the identification of nominees to the Board of Directors. Under
the corporate governance listing standards of the Nasdaq Stock Market to which the Company is not legally subject but with which the Board
desires to voluntarily and substantially comply, Mr. Ritter is an independent director and Mr. Komar is not an independent director. The
Company does not have a Nominating Committee charter.

Nominating Committee 6
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Policy Regarding Director Nominating Process

The Nominating Committee has adopted a policy pursuant to which a shareholder who has owned at least 5% of the Company s outstanding
shares of Common Stock for at least two years may recommend a director candidate that the Committee will consider when there is a vacancy
on the Board either as a result of a director resignation or an increase in the size of the Board. Such recommendation must be made in writing
addressed to the Chairperson of the Nominating Committee at the Company s principal executive offices and must be received by the
Chairperson at least 120 days prior to the anniversary date of the release of the prior year s proxy statement. Although the Committee has not
formulated any specific minimum qualifications that the Committee believes must be met by a nominee that the Committee recommends to the
Board, the factors it will take into account will include strength of character, mature judgment, career specialization, relevant technical skills or
financial acumen, diversity of viewpoint and industry knowledge. There will be no differences between the manner in which the Committee
evaluates a nominee recommended by a shareholder and the manner in which the Committee evaluates nominees recommended by other
persons.

9
L]

Policy Regarding Shareholder Communication with Directors

Stockholders desiring to communicate with a director, the non-management directors as a group or the full Board may address such
communication to the attention of the Secretary of the Company at the Company s executive offices and such communication will be forwarded
to the intended recipient or recipients.

Policy Regarding Director Attendance at Annual Meetings

The Company has adopted a policy that each director should attempt to attend each annual meeting of stockholders. Four of the five
members of the Board of Directors attended last year s annual meeting that was held on December 18, 2003.

Meetings of Non-Management Directors

Non-management members of the Board of Directors conduct at least two regularly-scheduled meetings per year without members of
management being present. Mr. Ritter serves as the presiding director of such meetings.

Code of Business Conduct and Ethics

The Board of Directors has adopted a Code of Business Conduct and Ethics for Directors, Officers and Employees pursuant to rules of the
Securities and Exchange Commission and in voluntary, substantial compliance with recently amended Nasdaq Stock Market corporate
governance listing standards. A copy of this document is set forth on the Company s website at www.widepoint.com.

COMPENSATION AND RELATED MATTTERS

The following Summary Compensation Table sets forth the annual salary (column c¢) and bonus (column d) paid and options granted (column g)
during each of the past three years to the Chief Executive Officer of the Company, as well as the executive officers of the Company at December
31, 2003 whose annual salary and bonus in 2003 exceeded $100,000.

10

Summary Compensation Table

Long-Term Compensation

Annual Compensation Awards Payouts
(a) (b) (© (GY) (e ® (® (h)
Securities
Other Annual Restricted Stock Underlying LTIP
Name and Principal Year Salary Bonus Compensation! Award(s) Options Payouts
Position $) 6] % $ # $)

COMPENSATION AND RELATED MATTTERS 7
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Steve Komar 2003 $ 40,000 $ 22,000 $ -0- $ -0- 100,000 $ -0-
Chief Executive Officer 2002 $ 12,000 $ -0- $ -0- $-0- 500,000 $ -0-
and President 2001 $ 12,000 $-0- $-0- $-0- -0- $-0-
James McCubbin 2003 $119,000 $-0- $-0- $-0- -0- $-0-
Vice President & Chief 2002 $119,000 $31,500 $-0- $-0- -0- $-0-
Financial Officer 2001 $134,302 $-0- $ -0- $ -0- 500,000 $-0-
Mark Mirabile 2003 $119,000 $ 43,500 $-0- $-0- -0- $-0-
Vice President & Chief 2002 $119,000 $-0- $ -0- $-0- -0- $-0-
Operations Officer 2001 $133,681 $-0- $-0 $-0- 500,000 $-0-
1 Does not report the approximate cost to the Company of an automobile allowance furnished to the above persons, which amounts

do not exceed the lesser of either $50,000 or 10% of the total of the person s annual salary and bonuses for 2003.

The following Option Grants Table sets forth, for each of the named executive officers, information regarding individual grants of options
granted in 2003 and their potential realizable value. Information regarding individual option grants includes the number of options granted, the
percentage of total grants to employees represented by each grant, the per-share exercise price and the expiration date. The potential realizable
value of the options are based on assumed annual 0%, 5% and 10% rates of stock price appreciation over the term of the option.

Option Grants Table

Potential Realizable Value at

Assumed
Annual Rates of Stock Price
Individual Grants Appreciation for Option Term?
% of Total Options
Options Granted to
Granted Employees in Fiscal Exercise Expiration
Name (#)! Year2 Price($/SH)3 Date 0% 5% 10%
Steve Komar 50,000 12.5% $0.09 4/21/2013 $0 $2,830 $7,172
Steve Komar 50,000 12.5% $0.13 12/31/2013 $0 $4,088 $10,359

11

! The reported options were granted by the Company to the named executive officer under the Company s 1997 Stock Incentive Plan. The option
expiring on April 21, 2013 for 50,000 shares of the Company s Common Stock vests as to 25,000 shares on July 21, 2003, 12,500 shares on April
21, 2004 and 12,500 shares on April 21, 2005. The option expiring on December 31, 2013 for 50,000 shares of the Company s Common Stock
vests on December 31, 2004 as to 100% of the shares of Common Stock underlying the option.

2 Based on options for a total of 400,000 shares of Common Stock granted to all employees or directors in 2003.
3 The per share exercise price is equal to the fair market value per share of Common Stock on the date of grant of the option.

4 The potential realizable values shown in the columns are net of the option exercise price. These amounts assume annual compounded rates of
stock price appreciation of 0%, 5%, and 10% from the date of grant to the option expiration date, a term of ten years. These rates have been set
by the U.S. Securities and Exchange Commission and are not intended to forecast future appreciation, if any, of the Company s Common Stock.
Actual gains, if any, on stock option exercises are dependent on several factors including the future performance of the Company s Common
Stock, overall stock market conditions, and the optionee s continued employment through the vesting period. The amounts reflected in this table
may not actually be realized.

The following Option Exercises and Year-End Value Table is set forth herein because it sets forth, for each of the named executive officers,
information regarding the number and value of unexercised options at December 31, 2003. No options were exercised by such persons during

COMPENSATION AND RELATED MATTTERS 8
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2003.

Aggregate Option Exercises and Fiscal Year-End Option Value Table

(b)
(a) (c) (Y] (e)
Number of Securities Value of Unexercised In-
Number of Underlying The-Money Options at FY-
Shares Unexercised End ($)
Acquired Options at FY-End (#) 1
on Value
Name Exercise  Realized
$) Exercisable/Unexercisable Exercisable/Unexercisable 2
Steve Komar -0- -0- 425,000/175,0003 $25,000/ $7,000
James McCubbin -0- -0- 401,000/100,0004 $0/$0
Mark Mirabile -0- -0- 401,000/100,0005 $0/$0

! The reported options were granted by the Company to the named executive officer under the Company s 1997 Stock Incentive Plan (the Plan ).
2 Market value of underlying shares at December 31, 2003, minus the exercise price.

3 The above-reported options entitle Mr. Komar to purchase from the Company (i) 400,000 shares of Common Stock at an exercise price of
$0.07 per share through July 7, 2012, pursuant to a stock option granted to him on July 7, 2002 under the Plan, all of which shares are currently
vested and exercisable, and (ii) 25,000 shares of Common Stock at an exercise price of $0.09 per share through April 24, 2013 pursuant to a
stock option granted to him on April 24, 2003 and which fully vested on July 24, 2003, and (iii) 100,000 shares of Common Stock at an exercise
price of $0.07 per share through July 7, 2012, pursuant to a stock option granted to him on July 7, 2002, with such shares vested on January 3,
2004, (iv) 25,000 shares of Common Stock at an exercise price of $0.09 per share through April 24, 2013 pursuant to a stock option granted to
him on April 24, 2003 of which 12,500 shares fully vested on April 21, 2004 and for which 12,500 shares will vest on April 21, 2005 or by an
earlier vesting decision as may be granted by the Compensation Committee, (v) 50,000 shares of Common Stock at an exercise price of $0.13
per share through December 31, 2013 pursuant to a stock option granted to him on December 31, 2003, with all such shares fully vesting on
December 31, 2004 or by an earlier vesting decision as may be granted by the Compensation Committee.

12

4 The above-reported options entitle Mr. McCubbin to purchase from the Company (i) 1,000 shares of Common Stock at an exercise price of
$1.35 per share through July 3, 2010 pursuant to a stock option granted to him on July 3, 2000, of which all such shares are currently
exercisable, (ii) 400,000 shares of Common Stock at an exercise price of $0.17 per share through January 2, 2011, pursuant to a stock option
granted to him on January 2, 2001, of which all such shares are currently exercisable, (iii) 100,000 shares of Common Stock at an exercise price
of $0.17 per share through January 2, 2011, pursuant to a stock option granted to him on January 2, 2001, with such shares vested on January 2,
2004.

> The above-reported options entitle Mr. Mirabile to purchase from the Company (i) 1,000 shares of Common Stock at an exercise price of $1.35
per share through July 3, 2010 pursuant to a stock option granted to him on July 3, 2000, of which all such shares are currently exercisable, (ii)
400,000 shares of Common Stock at an exercise price of $0.17 per share through January 2, 2011, pursuant to a stock option granted to him on
January 2, 2001, of which all such shares are currently exercisable, and (iii) 100,000 shares of Common Stock at an exercise price of $0.17 per
share through January 2, 2011, pursuant to a stock option granted to him on January 2, 2001, with such shares vested on January 2, 2004.

No Long-Term Incentive Plan Awards Table is set forth herein because no long-term incentive plan awards were made to the above-named
executive officers during 2003.

Equity Compensation Plan Information

The following table sets forth information as of December 31, 2003, with respect to the Company s compensation plans under which its
Common Stock is authorized for issuance:

Plan Category

Equity Compensation Plan Information 9
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(a)

Number of securities
to be issued upon
exercise of
outstanding options,
warrants, and rights

(b)

Weighted average
exercise price of
outstanding options,
warrants, and rights

(c)
Number of securities
remaining available
for future issuance
(excluding securities
reflected in
column (a))

Equity Compensation Plans:

approved by security holders 2,112,000 $0.14 888,000
not approved by security holders -0- $ -0- -0-
Total 2,112,000 888,000

Employment Agreements and Arrangements

13

On July 1, 2002, the Company entered into an employment agreement with Steve Komar, Chief Executive Officer and President of the
Company. The employment agreement had an initial term expiring on July 1, 2004 with four renewable one-year options remaining. On July 1,
2004, the Company and Mr. Komar exercised the first of such one-year renewal options. The agreement provides for (1) a base salary of
$40,000 per year, (2) a home office/automobile expense allowance of $500 per month to cover such expenses incurred in the pursuit of
Company business; (3) a phone allowance of $100 per month to cover such expenses incurred in the pursuit of Company business; (4)
reimbursement for additional actual business expenses consistent with the Company s existing policies that have been incurred for the benefit of
the Company; (5) paid medical and other benefits consistent with the Company s existing policies with respect to key executives of the
Company, as such policies may be amended from time to time in the future; and (6) performance incentive bonuses as may be granted annually
at the discretion of the Compensation Committee of the Board of Directors.

On July 1, 2002, the Company entered into an employment agreement with James McCubbin, Chief Financial Officer of the Company. The
employment agreement had an initial term expiring on July 1, 2004 with four renewable one-year options remaining. On July 1, 2004, the
Company and Mr. McCubbin exercised the first of such one-year renewal options. The agreement provides for (1) a base salary of $119,000 per
year, (2) a home office/automobile expense allowance of $500 per month to cover such expenses incurred in the pursuit of Company business;

(3) reimbursement for additional actual business expenses consistent with the Company s existing policies that have been incurred for the benefit
of the Company; (4) paid medical and other benefits consistent with the Company s existing policies with respect to key executives of the
Company, as such policies may be amended from time to time in the future; and (5) performance incentive bonuses as may be granted annually

at the discretion of the Compensation Committee of the Board of Directors.

On July 1, 2002, the Company entered into an employment agreement with Mark Mirabile, Chief Operations Officer of the Company. The
employment agreement had an initial term expiring on July 1, 2004 with four renewable one-year options remaining. On July 1, 2004, the
Company and Mr. Mirabile exercised the first of such one-year renewal options. The agreement provides for (1) a base salary of $119,000 per
year, (2) a home office/automobile expense allowance of $500 per month to cover such expenses incurred in the pursuit of Company business;
(3) reimbursement for additional actual business expenses consistent with the Company s existing policies that have been incurred for the benefit
of the Company; (4) paid medical and other benefits consistent with the Company s existing policies with respect to key executives of the
Company, as such policies may be amended from time to time in the future; and (5) performance incentive bonuses as may be granted annually
at the discretion of the Compensation Committee of the Board of Directors.

Compensation Committee Interlocks and Insider Participation

The Compensation Committee of the Board of Directors consists of Messrs. Komar, Wareham and Ritter. Mr. Steve Komar is the
Company s current Chairman of the Board, President and Chief Executive Officer. Mr. Norman Wareham served as the Company s Vice
President, Secretary and Chief Financial Officer from September 1996 until August 1998. Mr. James Ritter is the Company s current Assistant
Secretary.

Compensation Committee Interlocks and Insider Participation 10
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Compensation Committee Report on Executive Compensation

The Compensation Committee consists of Steve Komar, Norman Wareham and James Ritter, with Mr. Ritter serving as Chairman of the
Committee. The Compensation Committee determines the compensation paid to the Chief Executive Officer and the other executive officers and
consultants of the Company. Mr. Komar, who is currently serving as the Chief Executive Officer of the Company, does not participate in the
determination by the Committee of the compensation paid to the Chief Executive Officer. The Compensation Committee believes that for the
Company to be successful long-term and for the Company to increase stockholder value, the Company must be able to hire, retain, adequately
compensate and financially motivate talented and ambitious executives. The Compensation Committee attempts to reward executives for both
individual achievement and overall Company success.

Executive compensation is made up of three components:

Base Salary. An executive s base salary is initially determined by considering the executive s level of responsibility, prior experience and
compensation history. Published salaries of executives in similar positions at other companies of comparable size (sales and/or number of
employees) is also considered in establishing base salary.

Stock Options. In 1997, the Company adopted the 1997 Stock Incentive Plan to provide stock option awards to certain executives of the
Company and its subsidiaries. The Compensation Committee believes that the granting of stock options is directly linked to increased executive
commitment and motivation and to the long-term success of the Company. The Compensation Committee awards stock options to certain
executives of the Company and its subsidiaries. Mr. Komar, who is currently serving as the Chief Executive Officer of the Company, does not
participate in the determination by the Committee of any stock options to be granted to the Chief Executive Officer. The Compensation
Committee uses both subjective appraisals of the executive s performance and the Company s performance and financial success during the
previous year to determine option grants.

Bonus. The Company has also implemented an executive bonus program for certain of its executives. Such bonuses are based, in part, on
the Company s financial performance during the previous fiscal year including achievement of gross revenue and net income targets. In addition,
objective individual measures of performance compared to the individual s business unit profit performance may be considered. A subjective
rating of the executive s personal performance may also be considered. Bonuses may be paid in cash or Common Stock or a combination of cash
and Common Stock. Bonuses are typically linked to a percentage of base salary.
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In early 2003, the Compensation Committee recommended to the Board of Directors and the Board of Directors approved a compensation
package for the Company s Chief Operations Officer, Mark Mirabile, and the Company s Vice President and Chief Financial Officer, James
McCubbin, that included a base salary of approximately $119,000 in 2003 for each of Mr. Mirabile and Mr. McCubbin , plus a possible bonus
for each of them of up to 125% of their base salary. Receipt of the bonus is subject to the Company s achievement of certain performance
criteria, including gross revenue and net income targets. If the performance criteria are not achieved or the executive is no longer employed by
the Company (other than a for cause termination), a bonus may be awarded in the discretion of the Compensation Committee. A bonus of
$22,000 was awarded to Mr. Komar, a bonus of $43,500 was awarded to Mr. Mirabile and a bonus of $ 31,500 was awarded to Mr. McCubbin
in 2003, based upon the achievement of certain performance criteria established by the Compensation Committee.

In determining the 2003 compensation packages for these executive officers, the Compensation Committee considered certain
achievements that both executives provided in satisfying milestones in executing the Company s strategic repositioning of the Company.

Exceptions to the general principles stated above can be made when the Compensation Committee deems them appropriate and in the best
interests of stockholders. The Compensation Committee regularly considers other forms of compensation and modifications of its present
policies, and will make changes as it deems appropriate. The competitive opportunities to which the Company s executives are exposed
frequently come from private companies or divisions of large companies, for which published compensation data is often unavailable and,
therefore, the Compensation Committee s information about such opportunities is often anecdotal.

Section 162(m) of the Internal Revenue Code of 1986, as amended, establishes a limit on the deductibility of annual compensation for
certain executive officers that exceeds $1,000,000 per year unless certain requirements are met. The Company does not anticipate that any
employee will exceed such $1,000,000 cap in the near future but will consider whether any necessary adjustments are appropriate if it becomes
likely that any executive officer s compensation may exceed the $1,000,000 limit.

Compensation Committee
James Ritter (Chairman)

Steve Komar
Norman Wareham

Compensation Committee Report on Executive Compensation 11
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The foregoing Compensation Committee report shall not be deemed to be filed with the Securities and Exchange Commission for purposes
of the Securities Exchange Act of 1934 (the 1934 Act ), nor shall such report be deemed to be incorporated by reference in any past or
subsequent filing by the Company under the 1934 Act or the Securities Act of 1933, as amended (the 1933 Act ).
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Stock Options

1997 Stock Incentive Plan. In May 1997, the Board of Directors adopted, and in December 1997 the stockholders of the Company
approved, the Company s 1997 Stock Incentive Plan (the Plan ), which provides for the award of a variety of equity-based incentives, including
stock awards, stock options, stock appreciation rights, phantom shares, performance unit appreciation rights and dividend equivalents
(collectively, Stock Incentives ). The Plan is administered by the Compensation Committee and provides for the grant of Stock Incentives to
officers, key employees and consultants of the Company to purchase up to an aggregate of 3,000,000 shares of Common Stock at not less than
100% of fair market value of the Common Stock on the date granted. The vesting and exercisability of any Stock Incentives granted under the
Incentive Plan is subject to the determination of and criteria set by the Committee. As of December 20, 2004, options to purchase a total of
2,112,000 shares of Common Stock under the Plan, at prices ranging from $0.07 to $1.35 per share, were outstanding, of which options to
purchase 1,886,340 shares were presently exercisable.

1997 Directors Formula Stock Option Plan. In May 1997, the Board of Directors adopted, and in December 1997 the stockholders of the
Company approved, the Company s 1997 Directors Formula Stock Option Plan (the Director Plan ). Other than Messrs. Wareham and Ritter,
directors of the Company who are not employed by the Company and who do not perform services for the Company are eligible to receive
options under the Director Plan. The Director Plan is administered by a committee which presently consists of Messrs. Komar and McCubbin.
Options become exercisable when vested and expire ten years after the date of grant, subject to such shorter period as may be provided in the
agreement. A total of 140,000 shares of Common Stock are reserved for possible issuance upon the exercise of options under the Director Plan.
During 2003, options granted to and vested with the directors were returned to the Company. There are no options presently outstanding under
the Director Plan.

Other Options. Options were granted on April 21, 2003 by the Board of Directors outside of the Director Plan to Messrs. Ritter and
Wareham, who abstained from voting on such matter, for each of Messrs. Ritter and Wareham to purchase (i) 50,000 shares of Common Stock
at a price of $0.09 per share through April 21, 2013, of which options to purchase 25,000 shares vested on July 21, 2003, 12,500 shares vested
on April 21, 2004, and the remaining 12,500 shares will vest on April 21, 2005, and (ii) 50,000 shares of Common Stock at a price of $0.13 per
share through December 31, 2013 with all of the shares vesting on December 31, 2004.

Directors Fees
Directors who are not officers or employees of the Company receive an annual fee of $12,000.

17

AUDIT COMMITTEE REPORT
Overview

The Board of Directors has an Audit and Finance Committee, which conducted four meetings during 2003 and presently consists of
Norman Wareham and James Ritter. Under the corporate governance listing standards of the Nasdaq Stock Market to which the Company is not
legally subject but with which the Board desires to voluntarily and substantially comply, Messrs. Wareham and Ritter are independent directors.
The Audit and Finance Committee is responsible for meeting with the Company s independent accountants to review the proposed scope of the
annual audit of the Company s books and records, reviewing the findings of the independent accountants upon completion of the annual audit,
and reporting to the Board of Directors with respect thereto. All of the members of the Audit Committee are considered by the Board to be
financially literate and the Board has determined that Mr. Wareham is deemed to be an Audit Committee financial expert as defined by the rules
of the U. S. Securities and Exchange Commission ( SEC ).

Financial Statement Review

The Audit Committee has: (a) reviewed and discussed the audited financial statements with the management of the Company; (b) discussed
with the Company s independent auditors, Grant Thornton LLP, the matters required to be discussed by Statement on Auditing Standards No. 61;
(c) received from the Company s independent auditors the written disclosures and the letter required by Independence Standards Board Standard
No. 1, and has discussed with the Company s independent auditors their independence; and (d) based on the review and discussions referred to in

AUDIT COMMITTEE REPORT 12
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clauses (a), (b) and (c) above, recommended to the Board that the audited financial statements be included in the Company s Annual Report on
Form 10-K for fiscal year 2003 for filing with the SEC.

Independent Auditors

The Company s Board of Directors appointed the accounting firm of Grant Thornton LLP to serve as the Company s independent
accountants for the fiscal year ending December 31, 2003, 2002 and 2001. Upon the recommendation of the Audit Committee, the Board has
selected Grant Thornton LLP as the Company s independent auditor for fiscal year 2004.

Audit Committee Policies and Procedures For Pre-Approval of Independent Auditor Services

The following describes the Audit Committee s policies and procedures regarding pre-approval of the engagement of the Company s
independent auditor to perform audit as well as permissible non-audit services for the Company.
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For audit services, the independent auditor will provide the Committee with an engagement letter during the March-May quarter of each
year outlining the scope of the audit services proposed to be performed in connection with the audit of the current fiscal year. If agreed to by the
Committee, the engagement letter will be formally accepted by the Committee at an Audit Committee meeting held as practicably as possible
following receipt of the engagement letter. The independent auditor will submit to the Committee for approval an audit services fee proposal
after acceptance of the engagement letter.

For non-audit services, company management may submit to the Committee for approval (during June or September of each fiscal year) the
list of non-audit services that it recommends the committee engage the independent auditor to provide for the fiscal year. The list of services
must be detailed as to the particular service and may not call for broad categorical approvals. Company management and the independent auditor
will each confirm to the Audit Committee that each non-audit service on the list is permissible under all applicable legal requirements. In
addition to the list of planned non-audit services, a budget estimating non-audit service spending for the fiscal year may be provided. The
Committee will consider for approval both the list of permissible non-audit services and the budget for such services. The Committee will be
informed routinely as to the non-audit services actually provided by the independent auditor pursuant to this pre-approval process.

To ensure prompt handling of unexpected matters, the Audit Committee delegates to its Chairperson the authority to amend or modify the
list of approved permissible non-audit services and fees. The Chairperson will report any action taken pursuant to this delegation to the
Committee at its next meeting.

All audit and non-audit services provided to the Company are required to be pre-approved by the Committee. The Chief Financial Officer
of the Company will be responsible for tracking all independent auditor fees against the budget for such services and report at least annually to
the Audit Committee.

The foregoing report is submitted by the members of the Audit Committee.

Audit Committee of the Board of Directors

Norman Wareham (Chairman)
James Ritter

Audit and Non-Audit Fees
Audit Fees

The Company paid Grant Thornton LLP approximately $33,000 in audit and review fees for fiscal year 2003 and approximately $32,000 in
audit and review fees for fiscal year 2002.

19

Audit-Related Fees
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The Company did not pay Grant Thornton LLP any audit-related fees for fiscal year 2003 or for fiscal year 2002 for services reasonably
related to the performance of the audit or review of the Company s financial statements other than those reported in the foregoing Audit Fees
subsection.

Tax Fees

The Company did not pay Grant Thornton LLP any tax fees for fiscal year 2003 or for fiscal year 2002 for professional services rendered to
the Company for tax compliance, tax advice, tax planning and/or the preparation of tax returns.

All Other Fees

The Company did not pay Grant Thornton LLP any other fees for fiscal year 2003 or for fiscal year 2002 for products and services other
than those reported in the foregoing Audit Fees subsection.

PRINCIPAL STOCKHOLDERS
The following table sets forth the number of shares of Common Stock beneficially owned as of December 20, 2004 by: (i) each person known

by the Company to be the beneficial owner of 5% or more of such class of securities, (ii) each director of the Company and (iii) all directors and
officers of the Company as a group.

Number of Percent of

Directors, Nominees Shares of Outstanding
and 5% Stockholders Common Stock(1) Common Stock(1)
Michael Higgins (2) 1,488,000 5.6%
Steve Komar (3) 1,427,500 5.4%
Norman Wareham (4) 87,500 0.1%
James McCubbin (5) 1,366,000 5.1%
James Ritter (6) 89,000 0.1%
Mark Mirabile (7) 1,536,000 5.8%
Mark Fuller (8) 1,360,991 5.1%
John Crowley (9) 1,360,993 5.1%
Jay Wright (10) 1,360,993 5.1%
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Daniel Turissini (11) 2,726,852 10.2%
Fred Thorton (12) 1,851,852 6.9%
Richard Montgomery (13) 1,939,352 7.3%
All directors and
officers as a group
(8 persons) (14) 9,954,836 37.3%

(1)  Assumes in the case of each stockholder listed in the above list that all presently exercisable warrants or options held by such stockholder
were fully exercised by such stockholder, without the exercise of any warrants or options held by any other stockholders.

(2)  The address of Mr. Higgins is 12408 Rivers Edge Drive, Potomac, Maryland 20854.

3
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Includes (i) 865,000 shares of Common Stock purchased by Mr. Komar from the Company on July 8, 2002 in a private transaction
without registration under the Securities Act of 1933, pursuant to the private offering exemption under Section 4(2) thereof, (ii) 500,000
shares of Common Stock that may be purchased by Mr. Komar from the Company at a price of $0.07 per share until July 7, 2012,
pursuant to a stock option grant to him on January 7, 2002, (iii) 12,500 shares of Common Stock at an exercise price of $0.09 per share
through April 24, 2013 pursuant to a stock option granted to him on April 24, 2003, and (iv) 50,000 shares of Common Stock at an
exercise price of $0.13 per share through December 31, 2013 pursuant to a stock option granted to him on December 31, 2003, with all
such shares fully vesting on December 31, 2004 or by an earlier vesting decision as may be granted by the Compensation Committee.
Does not include (i) 12,500 shares of Common Stock that may be purchased by Mr. Komar from the Company at a price of $0.09 per
share until April 24, 2013 pursuant to a stock option grant to him on April 24, 2003 which shall vest on April 21, 2005 or by an earlier
vesting decision as may be granted by the Compensation Committee,, and (ii) a warrant to purchase up to 1,333,333 shares of Common
Stock at an exercise price of $0.235 granted to Mr. Komar on July 14, 2004, which shall vest upon a determination by the Compensation
Committee that the Company has achieved certain performance goals which change each year.

Includes (i) 37,500 shares of Common Stock that may be purchased by Mr. Wareham from the Company at a price of $0.09 per share
until April 24, 2013, pursuant to a stock option granted to him on April 24, 2003 under the Plan, and (ii) 50,000 shares of Common Stock
that may be purchased by him at a price of $0.13 per share through December 31, 2013, under an option granted on December 31, 2003,
with all such shares vesting on December 31, 2004. Does not include 12,500 shares of Common Stock that may be purchased by him at a
price of $0.09 per share through April 24 2013, under an option granted on April 24, 2003, with all such shares vesting on April 24, 2005.

Includes (i) 865,000 shares of Common Stock purchased by Mr. McCubbin from the Company on July 8, 2002 in a private transaction
without registration under the Securities Act of 1933, pursuant to the private offering exemption under Section 4(2) thereof, (ii) 500,000
shares of Common Stock that may be purchased by Mr. McCubbin from the Company at a price of $0.17 per share until January 2, 2011,
pursuant to a stock option grant to him on January 2, 2001, and (iii) includes 1,000 shares of Common stock that may be purchased by
Mr. McCubbin from the Company at a price of $1.35 per share until July 3, 2010, pursuant to a stock option granted to him on July 3,
2000. Does not include a warrant to purchase up to 1,333,333 shares of Common Stock at an exercise price of $0.235 granted to Mr.
McCubbin on July 14, 2004, which shall vest upon a determination by the Compensation Committee that the Company has achieved
certain performance goals which change each year.
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Includes (i) 1,500 shares of Common Stock owned directly by Mr. Ritter, (ii) 37,500 shares of Common Stock that may be purchased by
Mr. Ritter from the Company at a price of $0.09 per share until April 24, 2013, pursuant to a stock option granted to him on April 24,
2003 under the Plan, and (iii) 50,000 shares of Common Stock that may be purchased by him at a price of $0.13 per share through
December 31, 2013, under an option granted on December 31, 2003, with all such shares vesting on December 31, 2004. Does not
include 12,500 shares of Common Stock that may be purchased by him at a price of $0.09 per share through April 24 2013, under an
option granted on April 24, 2003, with all such shares vesting on April 24, 2005.

Includes (i) 865,000 shares of Common Stock purchased by Mr. Mirabile from the Company on July 8, 2002 in a private transaction
without registration under the Securities Act of 1933, pursuant to the private offering exemption under Section 4(2) thereof, (ii) 170,000
shares of Common Stock issued to Mr. Mirabile in December 1998 in connection with the Company s prior acquisition of Eclipse, (iii)
500,000 shares of Common Stock that may be purchased by Mr. Mirabile from the Company at a price of $0.17 per share until January 2,
2011, pursuant to a stock option grant to him on January 2, 2001, and (iv) 1,000 shares of Common Stock that may be purchased by Mr.
Mirabile from the Company at a price of $1.35 per share until July 3, 2010, pursuant to a stock option granted to him on July 3, 2000.
Does not include a warrant to purchase up to 1,333,333 shares of Common Stock at an exercise price of $0.235 granted to Mr. Mirabile
on July 14, 2004, which shall vest upon a determination by the Compensation Committee that the Company has achieved certain
performance goals which change each year.

Includes 1,360,991 shares of Common Stock issued to Mr. Fuller in March 2004 in connection with the Company s acquisition of
Chesapeake Government Technologies, Inc. ( Chesapeake ). Does not include a warrant to purchase up to 1,814,658 shares of Common
Stock at an exercise price of $0.235 issued to Mr. Fuller in connection with the Company s acquisition of Chesapeake, which warrant will
become exercisable in the event Mr. Fuller achieves certain performance criteria as set forth in the acquisition agreements entered into
between the Company, Chesapeake and Mr. Fuller in connection with such acquisition. Mr. Fuller serves as the CEO of Chesapeake, a
wholly-owned subsidiary of the Company.

Includes 1,360,993 shares of Common Stock issued to Mr. Crowley in March 2004 in connection with the Company s acquisition of
Chesapeake. Does not include a warrant to purchase up to 1,814,658 shares of Common Stock at an exercise price of $0.235 issued to
Mr. Crowley in connection with the Company s acquisition of Chesapeake, which warrant will become exercisable in the event Mr.
Crowley achieves certain performance criteria as set forth in the acquisition agreements entered into between the Company, Chesapeake
and Mr. Crowley in connection with such acquisition. Mr. Crowley serves as the President of Chesapeake, a wholly-owned subsidiary of
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the Company.

(10)  Includes 1,360,993 shares of Common Stock issued to Mr. Wright in March 2004 in connection with the Company s acquisition of
Chesapeake. Does not include a warrant to purchase up to 1,814,658 shares of Common Stock at an exercise price of $0.235 issued to
Mr. Wright in connection with the Company s acquisition of Chesapeake, which warrant will become exercisable in the event Mr. Wright
achieves certain performance criteria as set forth in the acquisition agreements entered into between the Company, Chesapeake and Mr.
Wright in connection with such acquisition. Mr. Wright serves as a consultant to the Company.

(11)  Includes 2,726,852 shares of Common Stock issued to Mr. Turissini in connection with the Company s acquisition in October 2004 of
Operational Research Consultants, Inc. ( ORC ), of which 1,851,852 shares are held in escrow and subject to possible return to the
Company in the event ORC does not achieve certain performance levels of a post-closing basis as provided in such acquisition
agreements. Mr. Turissini serves as the C.E.O. of ORC, a wholly-owned subsidiary of the Company.
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(12)  Includes 1,851,852 shares of Common Stock issued to Mr. Thornton in connection with the Company s acquisition in October 2004 of
ORGC, of which all such shares are held in escrow and subject to possible return to the Company in the event ORC does not achieve
certain performance levels of a post-closing basis as provided in such acquisition agreements. Mr. Thornton is the retired C.E.O. of ORC
and resides at 1540 Crystal Lake Dr., Portsmouth, VA 23701.

(13)  Includes 1,939,352 shares of Common Stock issued to Mr. Montgomery in connection with the Company s acquisition in October 2004 of
ORC, of which 1,851,852 shares are held in escrow and subject to possible return to the Company in the event ORC does not achieve
certain performance levels of a post-closing basis as provided in such acquisition agreements. Mr. Montgomery serves as a consultant to
the Company.

(14)  Includes the shares referred to as included in notes (3), (4), (5), (6), (7), (8), (9) and (11) above. Does not include the shares referred to as
not included in notes (2), (3), (4), (5), (6), (7), (8), (9), and (10) above.

Barron Partners Stock Ownership

In October 2004, the Company completed a financing with Barron Partners L.P. ( Barron ) for an aggregate amount of $3,580,000, under a
preferred stock purchase agreement and related agreements. As a result of the financing, Barron owns 2,045,714 shares of the Company s Series
A Convertible Preferred Stock, which are convertible into a total of 20,457,140 shares of Common Stock, and Barron owns warrants entitling it
to purchase a total of 10,228,571 shares of Common Stock. Barron s rights to convert such Series A Convertible Preferred Stock and/or to
exercise such warrants are subject to contractual limitations which restrict its ability to acquire such shares at any time in the event Barron would
own more than a total of 4.99% of the outstanding shares of Common Stock following such conversion and/or exercise. The aforementioned
restriction may be removed by Barron upon 61 days notice to the Company from Barron, but in the event that Barron elects to remove such
restriction, then Barron and its affiliates can only vote the shares of Common Stock held by Barron and its affiliates which result in Barron and
its affiliates having no more than 22% of the total voting power of all outstanding shares of Common Stock at any time. Assuming that Barron
elects to remove the restriction on its ability to own no more than 4.99% of the outstanding shares of Common Stock and assuming that the
Company s stockholders approve the proposed increase in the total amount of authorized shares of Common Stock of the Company, then in the
event Barron were to convert all of its Series A Convertible Preferred Stock into shares of Common Stock and Barron were to exercise all of its
warrants to purchase shares of Common Stock, then it would own an aggregate of 43% of the then outstanding shares of Common Stock, subject
to the above-described voting restriction.

Certain Relationships and Related Transactions
Promissory Notes with Executive Officers of the Company

23

Pursuant to stock purchase agreements entered into on July 8, 2002, between the Company and each of Messrs. Komar, McCubbin and
Mirabile, the Company privately sold 865,000 shares of Common Stock to each such person without registration under the Securities Act of
1933, pursuant to the private offering exemption under Section 4(2) thereof, in consideration for the issuance by each such person to the
Company of a three-year full-recourse promissory note in the principal amount of $181,650 (which equals $0.07 per share, being the closing
price of the Common Stock on July 8, 2002) and bearing interest at 5% per annum, with equal annual principal payments of $60,550 being due
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on July 5th of each year. In 2003, the largest aggregate amount of indebtedness outstanding under these promissory notes were the following
approximate amounts for each such person: Mr. Komar  $64,000; Mr. McCubbin  $64,000; and Mr. Mirabile  $64,000. As of December 20,
2004, the amount of indebtedness outstanding under these promissory notes were the following approximate amounts for each such person: Mr.
Komar  $44,000; Mr. McCubbin  $44,000; and Mr. Mirabile = $44,000.

Acquisition of Chesapeake Government Technologies, Inc.

On April 30, 2004, the Company closed upon the acquisition of all the issued and outstanding shares of Chesapeake Government
Technologies, Inc. ( Chesapeake ), pursuant to the terms of an Agreement and Plan of Merger, dated as of March 24, 2004, by and among the
Company, Chesapeake Acquisition Corporation, Chesapeake and Mark Fuller, John Crowley and Jay Wright, who were the sole shareholders of
Chesapeake. The Company issued 4,082,980 shares of Common Stock to Messrs. Fuller, Crowley and Wright as the sole shareholders in
consideration for all of the issued and outstanding shares of Chesapeake owned by them. In conjunction with this closing, the sole shareholders
also entered into an escrow agreement with the Company and deposited 3,266,384 shares of the 4,082,980 newly issued shares of Common
Stock into escrow.

The 3,266,384 shares of Common Stock placed into escrow will be released to Messrs. Fuller, Crowley and Wright in the event of the
satisfaction of certain conditions set forth in the merger agreement, which provides that during the period commencing after the closing of the
merger and ending on December 31, 2005, the 3,266,384 shares of common stock will be released to Messrs. Fuller, Crowley and Wright in a
ratio based on the amount of revenues actually received by the Company from the business acquired from Chesapeake. The December 31, 2005,
escrow expiration date may be extended for one additional year by the Company in the event we determine that Messrs. Fuller, Crowley and
Wright have achieved certain performance levels in the latter part of 2005. In the event the Company does not receive certain levels of revenues
from the business acquired from Chesapeake, then any of the 3,266,384 shares of Common Stock to which Messrs. Fuller, Crowley and Wright
have not become entitled to receive will be returned to the Company.

The merger agreement also provides that in the event the revenues actually received by the Company from the business acquired from
Chesapeake equals or exceeds certain levels before December 31, 2005, then the Company will prepare a proxy statement for its then next
ensuing Annual Meeting of Stockholders to ask the Company s stockholders to vote upon a proposal to increase the size of the Board of
Directors from a total of seven persons to a total of nine persons, with one of the candidates for such two newly created director positions to be
nominated by the sole shareholders and with the other candidate to be mutually agreed upon between the Company and the sole shareholders;
provided, however that at any time after Messrs. Fuller, Crowley or Wright are no longer employed by the Company, then the persons who are
serving on our Board of Directors as designees of Messrs. Fuller, Crowley and Wright shall resign from their positions as directors of
WidePoint.
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Pursuant to the terms of the merger agreement, the Company caused Chesapeake to enter into employment/non-competition agreements
with each of Mark Fuller and John Crowley and a consulting agreement with Jay Wright. As part of the potential compensation that may be
earned by each of Messrs. Fuller, Crowley and Wright, the Company issued to each such person a warrant to purchase 1,814,658 additional
shares of Common Stock at an exercise price of $0.235 per share, with each such warrant only being exercisable in the event that the revenues
actually received by the Company from the business acquired from Chesapeake exceed the maximum levels required for the sole shareholders to
receive all of the 3,266,384 shares of Common Stock placed in escrow.

Acquisition of Operational Research Consultants, Inc.

On October 25, 2004, the Company completed the acquisition of Operational Research Consultants, Inc. ( ORC ) a privately held IT and
engineering firm providing mission-critical sensitive and strategic information security solutions to the United States Government. To finance
the acquisition, the Company completed a convertible preferred financing with Barron, an accredited investor, and utilized a line of credit which
the Company maintains with RBC-Centura Bank. The Company entered into a stock purchase agreement with ORC and Fred Thornton, Richard
Montgomery and Daniel Turissini, the sole stockholders of ORC, to effectuate the acquisition, and entered into a preferred stock purchase
agreement and a registration rights agreement with Barron in connection with the financing.

Pursuant to the stock purchase agreement between the Company, ORC and Messrs. Thornton, Montgomery and Turissini, the Company
agreed to purchase and acquire all of ORC s outstanding common stock. In consideration for the ORC stock, the Company will pay Messrs.
Thornton, Montgomery and Turissini an aggregate of $5,000,000 payable in a combination of cash, promissory note and Common Stock, less a
receivables holdback. The receivables holdback will be held in escrow and released at certain milestone dates, over a three year period pursuant
to a certain formula.

The aggregate consideration to be paid by the Company to Messrs. Thornton, Montgomery and Turissini shall be adjusted in the event that
ORC 52004 revenue is less than $8,000,000 and for any set-offs, recoupments and/or payments of losses. The agreement also provides a
clawback provision in the event that the losses or indemnity amounts exceed the receivables holdback.

Certain Relationships and Related Transactions 17



Edgar Filing: WIDEPOINT CORP - Form PRE 14A

25

STOCK PERFORMANCE CHART

The following chart compares the cumulative total stockholder return for the Common Stock of the Company (and its predecessors) with
the Russell 2000 and the RDG Technology Composite for the five years ended December 31, 2003.

1998 1999 2000 2001 2002 2003
WidePoint $ 100.00 $60.36 $4.30 $3.45 $4.14 $3.59
Corporation
Russell 2000
100.00 121.26 117.59 120.52 95.83 141.11
RDG Technology 100.00 157.96 117.38 104.39 76.77 104.01
Composite

The foregoing Stock Performance Chart shall not be deemed to be filed with the Securities and Exchange Commission for purposes of the 1934
Act, nor shall such material be deemed to be incorporated by reference in any past or subsequent filing by the Company under the 1934 Act or
the 1933 Act.
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PROPOSAL TWO AMENDMENT TO INCREASE SHARES

The Company is presently authorized to issue 50,000,000 shares of Common Stock, par value $0.001 per share, and 10,000,000 shares of
preferred stock, par value $0.001 per share. At December 20, 2004, (i) a total of 26,680,949 shares of Common Stock were outstanding, (ii)
20,707,014 shares of Common Stock were reserved for issuance under a portion of the outstanding shares of the Series A Convertible Preferred
Stock of the Company and a portion of the outstanding options and warrants issued by the Company, (iii) 23,212,543 additional shares of
Common Stock are currently needed by the Company for reservation under the remaining portion of the outstanding shares of the Series A
Convertible Preferred Stock of the Company and the remaining portion of the outstanding options and warrants issued by the Company, (iv)
4,000,000 additional shares are needed by the Company to satisfy a contractual requirement by Barron Partners LP ( Barron ) for such shares to
be reserved for issuance under the Company s 1997 Stock Incentive Plan and (v) an additional number of shares of Common Stock is desired by
the Company to effect potential acquisitions, financing transactions and other beneficial transactions. As such, on December 1, 2004, the Board
of Directors of the Company approved, subject to approval by the stockholders of the Company, of an amendment to the Company s Amended
and Restated Certificate of Incorporation to increase the number of authorized shares of Common Stock from 50,000,000 shares to 110,000,000
shares.

In October 2004, the Company entered into equity financing transactions with Barron Partners LP ( Barron ) pursuant to which Barron paid
$3,580,000 to the Company in consideration for the issuance by the Company to Barron of (i) 2,045,714 shares of the Company s Series A
Convertible Preferred Stock, which are convertible into an aggregate of 20,457,140 shares of Common Stock, and (ii) warrants to purchase an
additional 10,228,571 shares of Common Stock at $0.40 per share. The Company used the net proceeds from this financing transaction with
Barron to pay part of the purchase price in the Company s acquisition that same month of Operational Research Consultants, Inc. ( ORC ). At the
time of the closing of such equity financing transaction between the Company and Barron, the Company did not have a sufficient amount of
unreserved shares of Common Stock to underlie the total number of shares of Series A Convertible Preferred Stock and warrants to be issued by
the Company to Barron.

In order to allow the Company to close upon this equity financing transaction with Barron, the following occurred: (i) the members of the
executive management of the Company and its Chesapeake subsidiary (Messrs. Komar, McCubbin, Mirabile, Fuller, Crowley and Wright)
agreed with the Company to amend the terms of warrants previously issued by the Company to such persons in order to make the exercisability
of such warrants thereafter contingent upon the Company s stockholders approving an increase in the total number of authorized shares of
Common Stock, thereby allowing the 9,443,974 shares of Common Stock previously reserved for issuance under such warrants to become
available to be reserved for issuance under a portion of the Series A Convertible Preferred Stock and warrants to be issued by the Company to
Barron; and (ii) the Company and Barron agreed that the remaining 13,542,855 shares of Common Stock underlying the balance of the Series A
Convertible Preferred Stock and warrants to be issued by the Company to Barron would be contingent upon the Company s stockholders
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approving an increase in the total number of authorized shares of Common Stock.
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The amendment to the warrants previously issued by the Company to the above-referenced members of the executive management of the
Company and its Chesapeake subsidiary provide that the Company will seek the approval of its stockholders to increase the total number of
authorized shares of Common Stock of the Company in order to allow for a sufficient number of authorized shares of Common Stock to again be
reserved for issuance under such warrants. Similarly, the financing agreements between the Company and Barron provide that the Company is
required to seek and obtain the approval of its stockholders to increase the total number of authorized shares of Common Stock of the Company
in order to allow for a sufficient number of authorized shares of Common Stock to be reserved for issuance under all the shares of Series A
Convertible Preferred Stock and all the warrants issued by the Company to Barron. The financing agreements between the Company and Barron
further provide that in the event the Company is unable to obtain the necessary approval of its stockholders to increase the total number of
authorized shares of Common Stock in an amount which is sufficient to provide for enough shares to be reserved under the securities issued to
Barron, as well as to satisfy an additional requirement by Barron for the Company to amend its 1997 Stock Incentive Plan to reserve for issuance
thereunder 10% of the outstanding shares of the Company s Common Stock for future issuance to employees of the Company and its subsidiaries
to better incentivize such employees, then the Company must continue to thereafter seek such stockholders approval until obtained. Thus, the
failure by the Company s stockholders to approve this Proposal Two to increase the total number of authorized shares of Common Stock will
result in the Company being required to incur the additional costs needed to call and conduct additional and repeated meetings of stockholders of
the Company until such increase in the total number of authorized shares of Common Stock of the Company is approved.

The Company also needs to increase its total number of authorized shares of Common Stock because in the Company s acquisition of ORC,
the Company agreed to reserve at least 1,111,111 shares of Common Stock for issuance under stock options to be issued to continuing
employees of ORC who will be working to grow the business of ORC as a new subsidiary of the Company.

The Company further desires to increase its total number of authorized shares of Common Stock because the Company believes the
additional shares will be necessary to provide the Company with the flexibility of having a sufficient amount of equity securities available to
effect potential acquisitions, financing transactions and other beneficial transactions in the future. These acquisitions and/or other transactions, if
effected, would be expected to result in increased revenues and asset value, which, in turn, would be expected to enhance shareholder value. In
addition, the Board believes that the increase in the total number of authorized shares of Common Stock will enable the Company to seek
alternative sources of financing through the possible private and/or public sale of its securities. This anticipated flexibility in financing options
would provide the Company with the ability to seek additional potential acquisitions and to obtain additional funds for working capital as may
be necessary in the future.
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Approval of the proposed amendment to the Company s Amended and Restated Certificate of Incorporation to increase the number of
authorized shares of Common Stock from 50,000,000 shares to 110,000,000 shares requires the affirmative vote of the holders of at least a
majority of the total number of outstanding shares of Common Stock. A copy of this proposed amendment to the Company s Amended and
Restated Certificate of Incorporation is attached hereto as Exhibit A.

MANAGEMENT RECOMMENDS THAT YOU VOTE TO APPROVE THE PROPOSED AMENDMENT TO THE COMPANY S
CERTIFICATE OF INCORPORATION TO INCREASE THE TOTAL NUMBER OF SHARES OF COMMON STOCK THAT THE
CORPORATION SHALL HAVE AUTHORITY TO ISSUE.

PROPOSAL THREE PROPOSED AMENDMENT TO 1997 STOCK INCENTIVE PLAN

On December 1, 2004, the Board of Directors of the Company approved an amendment to the Company s 1997 Stock Incentive Plan (the
Plan ) providing for an increase of 7,000,000 shares in the total number of shares of Common Stock authorized for issuance under the Plan from

3,000,000 shares to 10,000,000 shares. At December 20, 2004, there were only 888,000 shares available for the granting of additional options in
the future. Pursuant to contractual commitments entered into by the Company in its ac