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PART T
Item 1. Business
(a) General development of business.

There have been no significant changes in the nature of business conducted
by the Registrant since December 31, 1998. During the year, the Registrant
completed several strategic acquisitions designed to strengthen its market
position. Details of acquisitions and the creation of the joint venture which is
discussed at (c) (1) (ii) Dbelow and which are included on page 16 of the 1999

Annual Report to Stockholders are incorporated herein by reference.

(b) Financial information about industry segments.



The Registrant has only one reportable segment, its pest and termite
control Dbusiness. Revenue, operating profit and identifiable assets for this
segment included on pages 12 and 13 of the 1999 Annual Report to Stockholders
are incorporated herein by reference.

(c) Narrative description of business.

(1) (1) The Registrant is a national service company with headquarters
located in Atlanta, Georgia, providing pest and termite control services to both
residential and commercial customers.

Orkin Exterminating Company, Inc. (Orkin), a wholly-owned subsidiary
founded in 1901, is one of the world's largest pest and termite control
companies. It provides customized services from over 400 locations to
approximately 1.7 million customers. Orkin serves customers in the United
States, Canada, and Mexico, providing essential pest control services and
protection against termite damage, rodents and insects to homes and businesses,
including hotels, food service establishments, dairy farms and transportation
companies.

(ii1) In 1999 the Registrant and Johnson Wax Professional entered into a
joint venture, Acurid Retail Services, L.L.C., created to sell and provide pest
elimination services to customers in the retail market. This joint venture was a
further market expansion of AcuridSM, Orkin's premium brand of pest elimination
services for commercial customers, which was first introduced in 1998.

(iii) The Registrant maintains sufficient quantities of chemicals and
other supplies on hand to alleviate any potential short-term shortage in
availability from its national network of suppliers.

(iv) Other than the Orkin(R), PCO Services, Inc. (R), Acurid Retail
Services, L.L.C.(R) trademarks and the AcuridSM service mark, which are
material to the Registrant, governmental licenses, patents, trademarks and
franchises are of minor importance to the Registrant's service operations. Local
licenses and permits are required in order for the Registrant to conduct its
pest and termite control services in certain localities. In view of the
widespread operations of the Registrant's service operations, the failure of a
few local governments to license a facility would not have a material adverse
effect on the results of operations of the Registrant.

(v) The business of the Registrant is affected by the seasonal nature
of the Registrant's pest and termite control services. The metamorphosis of
termites in the spring and summer (the occurrence of which is determined by the
timing of the change in seasons) has historically resulted in an increase in the
revenue and income of the Registrant's pest and termite control operations
during such period.

(vi) The Registrant maintains a sufficient level of materials and
supplies to fulfill its servicing needs.

(vii) The Registrant and its subsidiaries do not have a material part
of their business that is dependent wupon a single customer or a few customers,
the 1loss of which would have a material effect on the business of the
Registrant.

(viii) The dollar amount of service contracts and backlog orders as of
the end of the Registrant's 1999 and 1998 calendar years was approximately
$17,750,960 and $14,231,000, respectively. Backlog services and orders are
usually provided within the month following the month of receipt, except in the
area of prepaid pest control where services are usually provided within twelve
months of receipt.

(ix) The Registrant and its subsidiaries do not have a material portion
of their business that may be subject to renegotiation of profits or termination
of contracts at the election of a governmental entity.

(x) The Registrant believes that Orkin competes favorably with
competitors as one of the world's largest pest and termite control companies.

The principal methods of competition in the Registrant's pest and
termite control Dbusiness are service and guarantees, including the money-back
guarantee on pest and termite control, and the termite retreatment and damage
repair guarantee to qualified homeowners.

(xi) Expenditures by the Registrant on research activities relating to
the development of new products or services are not significant. Some of the new
and improved service methods and products are researched, developed and produced
by unaffiliated universities and companies. Also, a portion of these methods and
products are produced to the specifications provided by the Registrant.

(xii) Other than the impact on the Registrant of the 1997 provision for
termite contracts which was established to address the abnormal occurrence of



termite claims, and the related cost to more frequently reapply materials, the
capital expenditures, earnings and competitive position of the Registrant and
its subsidiaries are not materially affected by compliance with federal, state
and local provisions which have been enacted or adopted regulating the discharge
of materials into the environment, or otherwise relating to the protection of
the environment.

(xiii) The number of persons employed by the Registrant and its
subsidiaries as of February 29, 2000 was approximately 9,350.

(d) Financial information about foreign and domestic operations and export
sales.

The Registrant and its subsidiaries do not have foreign operations
which are material to their Dbusiness in terms of revenue, income (loss) from
continuing operations, or assets.

Item 2. Properties.

The Registrant's administrative headquarters and central warehouse,
both of which are owned by the Registrant, are located at 2170 Piedmont Road,
N.E., Atlanta, Georgia 30324. The Registrant owns or leases several hundred
branch offices and operating facilities used in its business. None of the branch
offices, individually considered, represents a materially important physical
property of the Registrant. The facilities are suitable and adequate to meet the
current and reasonably anticipated future needs of the Registrant.

Item 3. Legal Proceedings.

One of the Registrant's subsidiaries, Orkin Exterminating Company, Inc., is
a named defendant 1in Helen Cutler and Mary Lewin v. Orkin Exterminating
Company., Inc. et al. pending in the District Court of Houston County, Alabama.
The plaintiffs in the above mentioned case filed suit in March of 1996 and are
seeking monetary damages and injunctive relief for alleged breach of contract
arising out of alleged missed or inadequate reinspections. The attorneys for the
plaintiffs contend that the case is suitable for a class action and the court
has ruled that the plaintiffs would be permitted to pursue a class action
lawsuit against Orkin. The Company believes this case to be without merit and
intends to defend itself vigorously at trial. At this time, the final outcome of
the litigation cannot be determined. However, it is the opinion of Management
that the wultimate resolution of this action will not have a material adverse
effect on the Company's financial position, results of operations or liquidity.
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Additionally, in the normal course of business, the Registrant is a
defendant in a number of lawsuits which allege that plaintiffs have been damaged
as a result of the rendering of services by Registrant personnel and equipment.
The Registrant 1is actively contesting these actions. It is the opinion of
Management that the outcome of these actions will not have a material adverse
effect on the Registrant's financial position, results of operations or
liquidity.

Item 3.A. Forward-Looking Statements.

This Annual Report contains forward-looking statements within the
meaning of the Private Securities Litigation Reform Act of 1995. Such
forward-looking statements include statements regarding the expected impact of
the outcome of 1litigation arising in the ordinary course of business and the
outcome of the Helen Cutler and Mary Lewin v. Orkin Exterminating Company.,
Inc., et al. ("Cutler") litigation on the Company's financial condition, results
of operations and liquidity; the Company's potential for recurring revenue; and
the Company's projected 2000 performance. The actual results of the Company
could differ materially from those indicated by the forward-looking statements
because of various risks and uncertainties including, without limitation, the
possibility of a court ruling against the Company in litigation or in the Cutler
litigation; general economic conditions; market risk; changes in industry
practices or technologies; the degree of success of the Company's termite
process reforms and pest control selling and treatment methods; the Company's
ability to identify potential acquisitions; climate and weather trends;
competitive factors and pricing practices; the failure of the Company or its
major suppliers or customers to adequately address the Year 2000 programming
issue; potential increases in labor costs; and changes in various government
laws and regulations, including environmental regulations. All of the foregoing
risks and uncertainties are beyond the ability of the Company to control, and in
many cases the Company cannot predict the risks and uncertainties that could
cause its actual results to differ materially from those indicated by the
forward-looking statements.

Item 4. Submission of Matters to a Vote of Security Holders.

There were no matters submitted to a vote of security holders through
the solicitation of proxies or otherwise, during the fourth quarter of 1999.

Item 4.A. Executive Officers of the Registrant.



Each of the executive officers of the Registrant was elected by the
Board of Directors to serve until the Board of Directors' meeting immediately
following the next annual meeting of stockholders or until his earlier removal
by the Board of Directors or his resignation. The following table lists the
executive officers of the Registrant and their ages, offices with the
Registrant, and the dates from which they have continually served in their
present offices with the Registrant.

<TABLE>
<CAPTION>
to
Name Age Office With Registrant
<S> <C> <C>
R. Randall Rollins (1) ....iuviiuiiinennnn 68 Chairman of the Board and Chief Executive
Officer
Gary W. Rollins (1) ... ininineeennnnn 55 President and Chief Operating Officer
Harry J. Cynkus (2) ....iuiiininnennnn. 50 Chief Financial Officer and Treasurer
Michael W.. Knottek (3).......cciiiuo... 55 Vice President and Secretary
</TABLE>
(1) R. Randall Rollins and Gary W. Rollins are brothers.
(2) Harry J. Cynkus Jjoined the Registrant in April 1998 and, in May 1998,
was elected Chief Financial Officer and Treasurer. From 1996 to 1998,
Mr. Cynkus served as Chief Financial Officer of Mayer Electric Company,
a $300 million wholesaler of electrical supplies. From 1994 to 1996, he
served as
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Vice President - Information Systems for Brach & Brock
Confections, the acquirer of Brock Candy Company, where Mr. Cynkus
served as Vice President - Finance and Chief Financial Officer from
1992 to 1994. From 1989 to 1992, he served as Vice President - Finance
of Initial USA, a division of an international support services
company. Mr. Cynkus is a Certified Public Accountant.
(3) Michael W. Knottek joined the Registrant in June 1997 as Vice President

and, in addition, was elected Secretary in May 1998. From 1992 to 1997,
Mr. Knottek held a variety of executive management positions with
National Linen Service, including Senior Vice President of Finance and
Administration and Chief Financial Officer. Prior to 1992, he held a
variety of senior positions with Initial ©USA, finally serving as
President from 1991 to 1992.

PART II
Item 5. Market for Registrant's Common Equity and Related Stockholder Matters.
Information regarding dividends, stock prices and number of stockholders on
page 8 of the 1999 Annual Report to Stockholders, and the principal markets on
which the Registrant's Common Stock is traded on page 21 of the 1999 Annual
Report to Stockholders, is incorporated herein by reference.

Item 6. Selected Financial Data.

Selected Financial Data on the inside front cover of the 1999 Annual Report
to Stockholders is incorporated herein by reference.

Item 7. Management's Discussion and Analysis of Financial Condition and Results
of Operations.

Management's Discussion and Analysis included on pages 9 through 11 of the
1999 Annual Report to Stockholders is incorporated herein by reference.

Item 7.A. Quantitative and Qualitative Disclosures about Market Risk.

The information wunder the caption "Market Risk" included in Management's
Discussion and Analysis on page 10 of the 1999 Annual Report to Stockholders is
incorporated herein by reference.

Item 8. Financial Statements and Supplementary Data.

The consolidated financial statements of the Registrant, the Independent
Public Accountants' Report and the financial statement schedule incorporated by
reference in this report are shown on the accompanying Index to the Consolidated
Financial Statements and Schedule.

Quarterly Information is on page 8 of the 1999 Annual Report
incorporated herein by reference.

Date First Elected

Present Office

<C>
10/22/91

1/24/84
5/28/98
5/28/98



Item 9. Changes in and Disagreements With Accountants on Accounting and
Financial Disclosure.

There have Dbeen no changes 1in or disagreements with accountants on
accounting and financial disclosure.

PART TIIT
Item 10. Directors and Executive Officers of the Registrant.

The information under the caption "Election of Directors" included on pages
4 and 5 of the Proxy Statement for the Annual Meeting of Stockholders to be held
April 25, 2000 is 1incorporated herein by reference. Additional information
concerning executive officers is included in Part I, Item 4.A. of this Form
10-K.

Item 11. Executive Compensation.

The information wunder the caption "Executive Compensation" included on
pages 9 through 10 of the Proxy Statement for the Annual Meeting of Stockholders
to be held April 25, 2000 is incorporated herein by reference.

Item 12. Security Ownership of Certain Beneficial Owners and Management.

The information under the captions "Capital Stock" and "Election of
Directors" included on pages 2 through 3 and pages 4 through 5, respectively, of
the Proxy Statement for the Annual Meeting of Stockholders to be held April 25,
2000 is incorporated herein by reference.

Item 13. Certain Relationships and Related Transactions.

The information under the caption "Compensation Committee Interlocks and
Insider Participation" included on page 8 of the Proxy Statement for the Annual
Meeting of Stockholders to be held April 25, 2000 is incorporated herein by
reference.

PART IV
Item 14. Exhibits, Financial Statement Schedules, and Reports on Form 8-K.

(a) Consolidated Financial Statements, Financial Statement Schedule and
Exhibits.

1. Consolidated financial statements listed in the accompanying
Index to Consolidated Financial Statements and Schedule are
filed as part of this report.

2. The financial statement schedule 1listed in the accompanying
Index to Consolidated Financial Statements and Schedule is
filed as part of this report.

3. Exhibits 1listed in the accompanying Index to Exhibits are
filed as part of this report. The following such exhibits are
management contracts or compensatory plans or arrangements:

(10) (a)Rollins, Inc. 1984 Employee Incentive Stock
Option Plan is incorporated herein by reference to
Exhibit 10 as filed with its Form 10-K for the
year ended December 31, 1996.

(10) (b)Rollins, Inc. 1994 Employee Stock Incentive Plan.

(10) (c)Rollins, Inc. 1998 Employee Stock Incentive
Plan 1is incorporated herein Dby reference to
Exhibit A of the March 24, 1998 Proxy Statement
for the Annual Meeting of Stockholders held on
April 28, 1998.

(b) Reports on Form 8-K.

No reports on Form 8-K were filed or were required to be filed
during the fourth quarter of calendar year 1999.

(c) Exhibits (inclusive of item 3 above):

(2) (a) Asset Purchase Agreement by and between Orkin
Exterminating Company, Inc. and PRISM Integrated
Sanitation Management, Inc. is incorporated by
reference to Exhibit (2) as filed with its Form
10-Q filed on August 16, 1999.

(b) Stock Purchase Agreement as of September 30, 1999,



by and among Orkin Canada, Inc., Orkin Expansion,
Inc., S.C.Johnson Commercial Markets, Inc., and
S.C. Johnson Professional, Inc.
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(c) Asset Purchase Agreement as of October 19, 1999 by
and between Orkin Exterminating Company, Inc., Redd
Pest Control Company, Inc., and Richard L. Redd.

(d) First Amendment to Asset Purchase Agreement dated
as of December 1, 1999, by and among Orkin
Exterminating Company, Inc., Redd Pest Control
Company, Inc. and Richard L. Redd.

(e) Asset Purchase Agreement, dated as of October 1,
1997, by and among Rollins, Ameritech Monitoring
Services, Inc. and Ameritech Corporation is
incorporated herein by reference to Exhibit 2.1 as
filed with its Form 8-K Current Report filed
October 16, 1997.

(3) (1) Restated Certificate of Incorporation of Rollins,
Inc. is incorporated herein by reference to Exhibit
(3) (1) as filed with its Form 10-K for the year
ended December 31, 1997.

(ii) By-laws of Rollins, Inc. are incorporated herein
by reference to Exhibit (3) (ii) as filed with its
Form 10-Q for the quarterly period ended March 31,
1999.

(4) Form of Common Stock Certificate of Rollins, Inc.
is incorporated herein by reference to Exhibit (4)
as filed with its Form 10-K for the year ended
December 31, 1998.

(10) (a)Rollins, Inc. 1984 Employee Incentive Stock
Option Plan is incorporated herein by reference to
Exhibit (10) as filed with its Form 10-K for the
year ended December 31, 1996.

(10) (b)Rollins, Inc. 1994 Employee Stock Incentive Plan.

(10) (c)Rollins, Inc. 1998 Employee Stock Incentive
Plan is incorporated herein by reference to Exhibit
A of the March 24, 1998 Proxy Statement for the
Annual Meeting of Stockholders held on April 28,
1998.

(13) Portions of the Annual Report to Stockholders
for the year ended December 31, 1999 which are
specifically incorporated herein by reference.

(21) Subsidiaries of Registrant.
(23) Consent of Independent Public Accountants.
(24) Powers of Attorney for Directors.

(27) (a) Financial Data Schedule (For Commission Use Only).

(27) (b)Restated Financial Data Schedule (For Commission
Use Only) .

SIGNATURES

Pursuant to the requirements of Section 13 or 15(d) of the Securities
Exchange Act of 1934, the Registrant has duly caused this report to be signed on
its behalf by the undersigned, thereunto duly authorized.

ROLLINS, INC.

By: /s/ R. RANDALL ROLLINS
R. Randall Rollins
Chairman of the Board of Directors
(Principal Executive Officer)
Date: March 15, 2000

Pursuant to the requirements of the Securities Exchange Act of 1934, this
report has Dbeen signed below by the following persons on behalf of the



Registrant and in the capacities and on the dates indicated.

By: /s/ R. RANDALL ROLLINS By: /s/ HARRY J. CYNKUS
R. Randall Rollins Harry J. Cynkus
Chairman of the Board of Directors Chief Financial Officer
(Principal Executive Officer) and Treasurer

(Principal Financial and
Accounting Officer)
Date: March 15, 2000 Date: March 15, 2000

The Directors of Rollins, 1Inc. (listed below) executed a power of attorney
appointing Gary W. Rollins their attorney-in-fact, empowering him to sign this
report on their behalf.

Wilton Looney, Director
John W. Rollins, Director
Henry B. Tippie, Director
James B. Williams, Director
Bill J. Dismuke, Director

/s/ GARY W. ROLLINS

Gary W. Rollins
As Attorney-in-Fact & Director
March 15, 2000

ROLLINS, INC. AND SUBSIDIARIES
INDEX TO CONSOLIDATED FINANCIAL STATEMENTS AND SCHEDULE
(Item 14)

CONSOLIDATED FINANCIAL STATEMENTS OF ROLLINS, INC. AND SUBSIDIARIES:

The Registrant's 1999 Annual Report to Stockholders, portions of which are
filed with this Form 10-K, contains on pages 12 through 20 the consolidated
financial statements for the years ended December 31, 1999, 1998 and 1997 and
the report of Arthur Andersen LLP on the consolidated financial statements for
the years then ended. These consolidated financial statements and the report of
Arthur Andersen LLP are incorporated herein by reference. The consolidated
financial statements include the following:

Annual Report
(1) Consolidated Financial Statements Page (s)
Consolidated Statements of Financial Position
as of December 31, 1999 and 1998. ... ...ttt eennnnnnn 12

Consolidated Statements of Income for each of
the three years in the period ended
December 31, 1990, . ...ttt ittt ittt et et e e 13

Consolidated Statements of Earnings Retained
for each of the three years in the period
ended December 31, 1990. ... ...ttt ittt 13

Consolidated Statements of Cash Flows for each
of the three years in the period ended
December 31, 1990, ... ittt ittt ittt ettt e 14

Notes to Consolidated Financial Statements................... 15-19

Report of Independent Public Accountants on
Consolidated Financial Statements............ciiiiiiiiiinnnn 20

Report of Independent Public Accountants on Financial Statement
Schedule, Page 10 of this Form 10-K.

(2) Financial Statement Schedules

Schedule II - Valuation and Qualifying Accounts, Page 11 of this Form
10-K.

Schedules not listed above have been omitted as either not applicable,
immaterial or disclosed in the Consolidated Financial Statements or notes
thereto.



REPORT OF INDEPENDENT PUBLIC ACCOUNTANTS ON FINANCIAL STATEMENT SCHEDULE
To the Directors and the Stockholders of Rollins, Inc.:

We have audited, 1in accordance with generally accepted auditing standards,
the Consolidated Financial Statements included in Rollins, 1Inc.'s annual report
to stockholders incorporated by reference in this Form 10-K, and have issued our
report thereon dated February 16, 2000. Our audits were made for the purpose of
forming an opinion on those statements taken as a whole. The schedule listed in
Item 14 of this Form 10-K is the responsibility of the Company's management and
is presented for purposes of complying with the Securities and Exchange
Commission's rules and is not part of the Dbasic financial statements. This
schedule has been subjected to the auditing procedures applied in the audits of
the basic financial statements and, in our opinion, fairly states in all
material respects the financial data required to be set forth therein in
relation to the basic financial statements taken as a whole.

/S/ ARTHUR ANDERSEN LLP

ARTHUR ANDERSEN LLP

Atlanta, Georgia
February 16, 2000
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ROLLINS, INC. AND SUBSIDIARIES
SCHEDULE II-VALUATION AND QUALIFYING ACCOUNTS (1)
FOR THE YEARS ENDED DECEMBER 31, 1999, 1998 AND 1997
(In thousands of dollars)

<TABLE>
<CAPTION>
Additio
Balance at Charged to
Balance at
Beginning Costs and
End of
Description of Period Expenses
Period
<S> <C> <C>
<C>
Year ended December 31, 1999
Allowance for doubtful accounts........... $ 5,347 $ 6,551
$ 4,929

Year ended December 31, 1998
Allowance for doubtful accounts........... $ 9,326 $ 4,502
$ 5,347

Year ended December 31, 1997

Allowance for doubtful accounts........... S 4,457 $14,531
$ 9,326
</TABLE>
NOTE : (1) The above schedule is prepared reflecting the divestitures of the
Registrant's RPS business segment and Orkin's Plantscaping and Lawn
Care divisions. 1997 has been restated.

(2) Charged to Other Accounts represents beginning balances of allowances
for doubtful accounts of acquired companies.

(3) Deductions represent the write-off of uncollectible receivables, net
of recoveries.
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ROLLINS, INC. AND SUBSIDIARIES
INDEX TO EXHIBITS

Exhibit
Number

(2) (a) Asset Purchase Agreement by and between Orkin Exterminating

ns
Charged to
Other

Accounts (2)

Deductions (3)



(3) (1)

(i1)

(4)

(10) (a)

(10) (b)

(10) (c)

(13)

(21)
(23)
(24)
(27) (a)

(27) (b)

Company, Inc. and PRISM Integrated Sanitation Management, Inc.
is incorporated by reference to Exhibit (2) as filed with its
Form 10-Q filed on August 16, 1999.

Stock Purchase Agreement as of September 30, 1999, by and among
Orkin Canada, Inc., Orkin Expansion, Inc., S.C. Johnson
Commercial Markets, Inc., and S.C. Johnson Professional, Inc.

Asset Purchase Agreement as of October 19, 1999 by and between
Orkin Exterminating Company, Inc., Redd Pest Control Company,
Inc., and Richard L. Redd.

First Amendment to Asset Purchase Agreement dated as of
December 1, 1999, by and among Orkin Exterminating Company,
Inc., Redd Pest Control Company, Inc. and Richard L. Redd.

Asset Purchase Agreement, dated as of October 1, 1997, by

and among Rollins, Ameritech Monitoring Services, Inc. and
Ameritech Corporation is incorporated herein by reference to
Exhibit 2.1 as filed with its Form 8-K Current Report filed
October 16, 1997.

Restated Certificate of Incorporation of Rollins, Inc. is
incorporated herein by reference to Exhibit (3) (1) as filed
with its Form 10-K for the year ended December 31, 1997.
By-laws of Rollins, Inc.are incorporated herein by reference to
Exhibit 3 (ii) as filed with its Form 10-Q for the quarterly
period ended March 31, 1999.

Form of Common Stock Certificate of Rollins, Inc. is
incorporated herein by reference to Exhibit (4) as filed with
its Form 10-K for the year ended December 31, 1998.

Rollins, Inc. 1984 Employee Incentive Stock Option Plan is
incorporated herein by reference to Exhibit 10 as filed with
its Form 10-K for the year ended December 31, 1996.

Rollins, Inc. 1994 Employee Stock Incentive Plan.

Rollins, Inc. 1998 Employee Stock Incentive Plan is
incorporated herein by reference to Exhibit A of the March 24,
1998 Proxy Statement for the Annual Meeting of Stockholders
held on April 28, 1998.

Portions of the Annual Report to Stockholders for the year
ended December 31, 1999 which are specifically incorporated
herein by reference.

Subsidiaries of Registrant.

Consent of Independent Public Accountants.

Powers of Attorney for Directors.

Financial Data Schedule (For Commission Use Only) .

Restated Financial Data Schedule (For Commission Use Only).
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Exhibit 2b
CONFIDENTIAL TREATMENT REQUESTED
Confidential Portions of This Agreement Which Have Been Redacted Are
Marked With Brackets ("[***]"). The Omitted Material Has Been Filed Separately
With The United States Securities and Exchange Commission.

STOCK PURCHASE AGREEMENT

This Stock Purchase Agreement ("Agreement") is made as of September 30,

1999, by Orkin Canada, Inc., a New Brunswick corporation ("Buyer"), Orkin
Expansion, Inc., a Delaware corporation ("Expansion"), S.C. Johnson Commercial
Markets, Inc., a Delaware corporation ("CMI") and S.C. Johnson Professional,

Inc., a Delaware corporation ("JPI" and together with CMI, the "Seller").
RECITALS

A. Seller desires to sell, and Buyer desires to purchase, all of the issued and
outstanding shares (the "Shares") in the capital of PCO Services, Inc., a
Canadian federal corporation (together with the NSULC (as defined below)
subsequent to the Amalgamation (as defined below), the "Company"), together with
certain other assets owned by Seller, and Buyer and Seller desire to enter into
certain other agreements all for the consideration and upon the terms set forth
in this Agreement.

B. Seller desires to sell, and Expansion desires to purchase, Seller's
Intellectual Property Assets (as hereinafter defined), for the consideration and
upon the terms set forth in this Agreement.

C. Prior to the Closing, CMI will contribute the Shares and the Seller's
Intellectual Property Assets to its wholly owned subsidiary JPI.

D. Prior to the Closing (as defined herein) Seller will cause (i) PCO Services,
Inc. to form a Nova Scotia unlimited liability company subsidiary (the "NSULC");
(ii) PCO Services, Inc. to continue from the federal jurisdiction to Nova Scotia
as a limited 1liability Nova Scotia company; and (iii) PCO Services, Inc. to
amalgamate and consolidate with and into the NSULC under the laws of Nova Scotia
and to continue as an unlimited 1liability company under the laws of Nova Scotia
(the "Amalgamation") .

AGREEMENT
The parties, intending to be legally bound, agree as follows:
1. DEFINITIONS

For purposes of this Agreement, the following terms have the meanings
specified or referred to in this Section 1:

"Adjustment Amount" -- as defined in Section 2.5.

"Applicable Contract" -- any Contract (a) under which the Company has
any rights, or (b) under which the Company is subject to any obligation or
liability, in each case which Contract has an economic benefit or obligation to
the Company in excess of CDN [***].

"Balance Sheet" -- as defined in Section 3.4.

"Best Efforts" -- the efforts that a prudent Person desirous of
achieving a result would use in similar circumstances to ensure that such result
is achieved within the time frame contemplated by this Agreement; provided, that
an obligation to use Best Efforts under this Agreement does not require the
Person subject to that obligation to take any action or actions that would
result in a material reduction in the Dbenefits of or a material increase in
costs under this Agreement and the Contemplated Transactions to such Person.

"Breach" -- a "Breach" of a representation, warranty, covenant,
obligation, or other provision of this Agreement or any instrument delivered
pursuant to this Agreement will be deemed to have occurred if there is or has
been any material inaccuracy in or breach of, or any failure to perform or
comply with, such representation, warranty, covenant, obligation, or other
provision, and the term "Breach" means any such material inaccuracy, breach or
failure.

"Buyer" -- as defined in the first paragraph of this Agreement.

"Closing" -- as defined in Section 2.3.

"Closing Cash Payment" -- as defined in Section 2.6 (a).

"Closing Date" -- as defined in Section 2.3.

"Company" -- as defined in the Recitals of this Agreement.



"Competition Act" -- the Competition Act (Canada), R.S.C. 1985, c.34,
as amended.

"Consent" -- any approval, consent, ratification, waiver, or other
authorization (including any Governmental Authorization).

"Contemplated Transactions" -- all of the transactions contemplated by
this Agreement, including:

(a) the sale of the Shares by the Seller to Buyer;

(b) the execution, delivery, and performance of the Noncompetition
Agreement, and the Seller's Release;

(c) the acquisition by Expansion of the Intellectual Property Assets;

(d) the performance by Buyer and Seller of their respective covenants
and obligations under this Agreement; and

(e) Buyer's acquisition of ownership of the Shares and the ability to
exercise control over the Company.

"Contract" -- any agreement, contract, obligation, promise, or
undertaking (whether written or oral and whether express or implied) that is
legally binding.

"Damages" -- as defined in Section 10.2.
"Disclosure Letter" -- the disclosure letter delivered by Seller to

Buyer concurrently with the execution and delivery of this Agreement as
supplemented pursuant to this Agreement.

"Encumbrance" -- any mortgage, charge, claim, 1lien (statutory or
otherwise), hypothec, adverse claim, option, pledge, security interest, right of
first refusal, or restriction on use, voting, transfer, receipt of income, or

exercise of any other attribute of ownership.

"Employee Plans" -- as defined in Section 3.12.

"Environment" -- soil, land surface or subsurface strata, surface
waters (including, 1if applicable, navigable waters, ocean waters, streams,
ponds, drainage Dbasins, and wetlands), groundwaters, drinking water supply,

stream sediments, ambient air, plant and animal life.

"Environmental Liabilities" -- any cost, damages, expense, liability,
obligation, or other responsibility arising from or under any Environmental Law
consisting of or relating to:

(a) any environmental contamination existing as of the Closing Date;

(b) fines, ©penalties, judgments, awards, settlements, legal or
administrative proceedings, damages, losses, claims, demands and response,
investigative, or remedial, or inspection costs and expenses arising under
Environmental Law; or

(c) financial responsibility under Environmental Law for cleanup costs
or corrective action, including any investigation, cleanup, removal,

containment, or other remediation or response actions ("Cleanup"); or

(d) any other compliance, corrective, investigative, or remedial
measures required under Environmental Law.

"Environmental Law" -- any formerly or currently applicable Legal
Requirement that requires

(a) advising appropriate authorities, and the public of intended or
actual Releases of Hazardous Materials, violations of discharge limits, or other

prohibitions that could have significant impact on the Environment;

(b) preventing or reducing to acceptable levels the Release of
Hazardous Materials into the Environment;

(c) reducing the quantities, preventing the Release, or minimizing the
hazardous characteristics of wastes that are generated;
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(d) protecting resources, species, or ecological amenities;

(e) reducing to acceptable levels the risks inherent in the
transportation of Hazardous Materials;



(f) cleaning up Hazardous Materials that have been Released, preventing
the threat of Release, or paying the costs of such clean up or prevention; or

(g) making responsible parties pay private parties, or groups of them,
for damages done to the Environment, or permitting self-appointed
representatives of the public interest to recover for injuries done to public
assets.

"Environmental Permit" -- any Governmental Authorization 1issued,
granted, given or otherwise made available pursuant to any Environmental Law.

"Facilities" -- any real property, leaseholds, or other interests in
real property currently or formerly owned or operated by the Company and any
buildings, plants or structures currently or formerly owned or operated by the
Company .

"GAAP" -- generally accepted Canadian accounting principles, including
those set out in the Handbook of the Canadian Institute of Accountants, applied
on a basis consistent with the basis on which the Balance Sheet and the other
financial statements referred to in Section 3.4 were prepared.

"Governmental Authorization" -- any approval, consent, license, permit,
waiver, or other authorization issued, granted, given, or otherwise made
available by or under the authority of any Governmental Body.

"Governmental Body" -- any:

(a) nation, state, province, territory, county, city, town, village,
district, or other jurisdiction of any nature;

(b) federal, state, provincial, territorial, local, municipal, foreign,
or other government;

(c) governmental or quasi-governmental authority of any nature
(including any governmental agency, branch, department, official, or entity and
any court or other tribunal); or

(d) body exercising, or entitled to exercise, any administrative,
executive, judicial, legislative, police, regulatory, or taxing authority or
power of any nature.

"Hazardous Activity" -- the distribution, generation, application,
handling, importing, management, manufacturing, processing, production,
refinement, Release, storage, transfer, transportation, treatment, or wuse
(including any withdrawal or other use of groundwater
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containing Hazardous Materials in excess of Legal Requirements) of Hazardous
Materials in, on, under, about, or from the Facilities or any part thereof into
the Environment; provided, however, that the term "Hazardous Activity" shall not
include the use and application of pesticides and other Hazardous Materials in
connection with the lawful conduct of the business of the Company.

"Hazardous Materials" -- any waste or other substance listed, defined,
designated, or <classified as, or otherwise determined to Dbe, hazardous,
radiocactive, or toxic or a pollutant or a contaminant under or pursuant to any
Environmental Law, including any admixture or solution thereof, and specifically
including petroleum and all derivatives thereof or synthetic substitutes
therefor and asbestos or asbestos-containing materials.

"Income Tax Act"-- the Income Tax Act (Canada) R.S.C. 1985 c¢.1 (5th
Supp) as amended.

"Independent Accounting Firm" -- as defined in Section 2.6(d).
"Intellectual Property Assets" -- as defined in Section 3.21.

"Interim Balance Sheet" -- as defined in Section 3.4.

"Investment Canada Act" -- the Investment Canada Act, R.S.C. 1985, c.28

as amended.

"Knowledge" -- an individual will be deemed to have "Knowledge" of a
particular fact or other matter if:

(a) such individual is actually aware of such fact or other matter; or

(b) in the <case of the Seller, if a prudent individual could be
expected to discover or otherwise Dbecome aware of such fact or other matter in
the course of conducting the business of the Company in the Ordinary Course of

Business.

As used herein, "Knowledge" (including the phrase "to Seller's



Knowledge", "to Buyer's Knowledge" or similar phrases) shall mean, (1) with
respect to Seller, the Knowledge of [***], and (only with respect to the
representations in Section 3.17) [***]and (2) with respect to Buyer, the
Knowledge of [***], and [***].

"Legal Requirement" -- any federal, ©provincial, territorial, state,
local, municipal, foreign, or other administrative order, constitution, law,
ordinance, regulation, statute, or treaty formerly or currently in effect.

"Material Adverse Effect" or "Material Adverse Change" -- an occurrence
or event shall be deemed to have a Material Adverse Effect or to have caused a
Material Adverse Change

if such effect or change materially adversely affects the business or financial
condition of the Company taken as a whole.

"Noncompetition Agreement" -- as defined in Section 2.4 (a) (iv).
"Objections" -- as defined in Section 2.6 (b).
"Occupational Safety and Health Law" -- any Legal Requirement designed

to provide safe and healthful working conditions and to reduce occupational
safety and health hazards, and any mandatory program of a Governmental Body
designed to provide safe and healthful working conditions.

"Order" -- any award, decision, injunction, Jjudgment, order, ruling,
subpoena, or verdict entered, issued, made, or rendered by any court,
administrative agency, or other Governmental Body or by any arbitrator.

"Ordinary Course of Business" -- an action taken by a Person will be
deemed to have been taken in the "Ordinary Course of Business" if:

(a) such action is consistent with the past practices of such Person
and is taken in the ordinary course of the normal day-to-day operations of such
Person;

(b) such action 1is not required to be authorized Dby the board of
directors of such Person (or by any Person or group of Persons exercising
similar authority); or

(c) such action is similar to actions customarily taken, without any
authorization Dby the board of directors (or by any Person or group of Persons
exercising similar authority), in the ordinary course of the normal day-to-day
operations of other Persons that are in the same line of Dbusiness as such
Person.

"Organizational Documents" -- (a) the articles or certificate of
incorporation and the bylaws of a corporation; (b) the partnership agreement and
any statement of partnership of a general partnership; (c) the limited
partnership agreement and the certificate of limited partnership of a limited
partnership; (d) any charter or similar document adopted or filed in connection
with the creation, formation, or organization of a Person; and (e) any amendment
to any of the foregoing.

"Person" -- any individual, corporation (including any non-profit
corporation), general or limited partnership, limited liability company, joint
venture, estate, trust, association, organization, labor union, or other entity
or Governmental Body.

"Proceeding" -- any action, arbitration, audit, hearing, investigation,
litigation, or suit (whether civil, criminal, administrative, investigative, or
informal) commenced, brought, conducted, or heard by or before, or otherwise
involving, any Governmental Body or arbitrator.

"Purchase Price" -- as defined in Section 2.2.

"Purchase Price Adjustment Calculation" --as defined in Section 2.6 (b).

"Related Person" -- with respect to a specified person other than an
individual:

(a) any Person that directly or indirectly controls, 1is directly or
indirectly controlled by, or is directly or indirectly under common control with
such specified Person;

(b) any Person that holds a Material Interest in such specified Person;

(c) each Person that serves as a director, officer, partner, executor,
or trustee of such specified Person (or in a similar capacity);

(d) any Person in which such specified Person holds a Material



Interest;

(e) any Person with respect to which such specified Person serves as a
general partner or a trustee (or in a similar capacity); and

(f) any Related Person of any individual described in clause (b) or
(c) .

For purposes of this definition, "Material Interest" means direct or
indirect Dbeneficial ownership (as defined in Rule 13d-3 under the Securities
Exchange Act of 1934) of voting securities or other voting interests
representing at least 50% of the outstanding voting power of a Person or equity
securities or other equity interests representing at least 50% of the
outstanding equity securities or equity interests in a Person.

"Release" -- any spilling, leaking, emitting, discharging, depositing,
escaping, leaching, dumping, or other releasing into the Environment, whether
intentional or unintentional other than usage or application in the Ordinary
Course of Business.

"Representative" -- with respect to a particular Person, any director,
officer, employee, agent, consultant, advisor, or other representative of such
Person, including legal counsel, accountants, and financial advisors.

"Seller" -- as defined in the first paragraph of this Agreement.
"Seller's Release" -- as defined in Section 2.4.
"Shares" -- as defined in the Recitals of this Agreement, together with

any shares issued as a result of the Amalgamation.

"Subsidiary" -- with respect to any Person (the "Owner"), any
corporation or other Person of which securities or other interests having the
power to elect a majority of that corporation's or other Person's board of
directors or similar governing body are held by the

Owner or one or more of its Subsidiaries; when wused without reference to a
particular Person, "Subsidiary" means a Subsidiary of the Company.

"Tax" -- any and all federal, provincial, state, local, municipal,
foreign or other taxes, charges, fees, imposts, duties or other assessments of
whatever nature, including any obligation to collect and pay over taxes imposed
on another Person, together with interest, penalties and additional amounts,
imposed by any taxing authority.

"Tax Return" -- any return (including any information return), report,
statement, schedule, notice, form, or other document or information filed with
or submitted to, or required to be filed with or submitted to, any Governmental
Body in connection with the determination, assessment, collection, or payment of
any Tax or in connection with the administration, implementation, or enforcement
of or compliance with any Legal Requirement relating to any Tax.

"Threat of Release" -- a substantial 1likelihood of a Release that may
require action in order to prevent or mitigate damage to the Environment that
may result from such Release.

"Threatened" -- a claim, Proceeding, dispute, action, or other matter
will be deemed to have been "Threatened" if any demand or statement has been
made (either in writing, or to the Knowledge of the pertinent party, orally) or
any notice has been given (either in writing, or to the Knowledge of the
pertinent party, orally) that would lead a prudent Person to conclude that such
a claim, Proceeding, dispute, action, or other matter is reasonably likely to be
asserted, commenced, taken, or otherwise pursued in the future.

"Year 2000 Compliant"™ -- as defined in Section 3.26.
2. SALE AND TRANSFER; CLOSING
2.1 SHARES AND INTELLECTUAL PROPERTY ASSETS

Subject to the terms and conditions of this Agreement, at the Closing,
Seller will sell and transfer the Shares and the Intellectual Property Assets to
Buyer or Expansion, as the case may be, and Buyer or Expansion, as the case may
be, will purchase the Shares and the Intellectual Property Assets from Seller.

2.2 PURCHASE PRICE

The purchase price for the Shares, the Intellectual Property Assets,
and the Noncompetition Agreement will be Twenty Five Million United States
Dollars (US $25,000,000) plus or minus, as the case may be, (a) the Adjustment
Amount; (b) any adjustment made pursuant to Section 2.8(b); and (c) any payment
made pursuant to Article 10 of this Agreement (collectively, the "Purchase
Price").



2.3 CLOSING

The purchase and sale (the "Closing") provided for in this Agreement
will take place at the offices of Arnall Golden & Gregory, LLP in Atlanta,
Georgia, at 10:00 a.m. (local time) on October 29, 1999, to be effective as of
12:01 a.m., local time, on October 31, 1999, or at such other time and place as
the parties may agree. The effective date of the Closing shall be the "Closing
Date". Subject to the provisions of Section 9, failure to consummate the
purchase and sale provided for in this Agreement on the date and time and at the
place determined pursuant to this Section 2.3 will not result in the termination
of this Agreement and will not relieve any party of any obligation under this
Agreement.

2.4 CLOSING OBLIGATIONS
At the Closing:
(a) Seller will deliver:
(i) certificates representing the Shares, duly endorsed (or
accompanied by duly executed irrevocable stock powers) for

transfer to Buyer;

(ii) a release executed by Seller in form and substance
reasonably satisfactory to the Buyer ("Seller's Release");

(iii)an assignment or assignments, in form and content
acceptable to the Canadian Intellectual Property Office
("CIPO") and/or the United States Patent and Trademark
Office, as appropriate, evidencing the assignment and

transfer to Expansion of the
Intellectual Property Assets;

(iv) a noncompetition agreement in the form of Exhibit
2.4 (a) (iv), executed by Seller (the "Noncompetition
A