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This case was tried non-jury. The record has been

suppl enmented by a stipulation concerning post-trial events.

After unduly protracted consideration, | have reached the factual

findings and | egal conclusions which are set forth in this

adj udi cati on.

| .  THE PARTIES

Al'l of the parties to this litigation were, at the
rel evant tinmes, involved in business activities related to the
internet — either conducting business at websites, pronoting
software prograns to be used on the websites of others, or
i dentifying sources of revenue-producing business for others.

Plaintiff Berwyn Capital |Investnents, Inc. was

established by a young | ady nanmed Cat herine Cellucci, a recent



| aw- school graduate, for the purpose of assisting start-up
conpanies to obtain financing, and, as related to this
litigation, to assist her clients in identifying possible sources
of business, and assisting in the establishnent of ongoing

rel ati onshi ps.

Def endant and third-party plaintiff Shore Venture G oup
LLC, a sonewhat |arger and nore established firm whose
principals were the individual defendants Terrence J. Kepner and
Matt hew J. Dye, was al so engaged in assisting other firns in
identifying and exploiting business opportunities on the
i nternet.

Third-party defendant Bitw se Designs, Inc. was the
owner of certain prograns it had devel oped which were potentially
useful in conducting business on the internet, or in sinply using
the internet.

One of these prograns is entitled “Authentidate.” It

makes possible the authentication and el ectronic storage of
i nportant docunents, and i mredi ate verification of the
authenticity of e-mails, and proof of their receipt. Indeed,
Bi tw se has now changed its nane to Authentidate, Inc. The
third-party defendants are Authentidate, Inc. and its parent,
Aut hent i dat e Hol di ng Cor porati on.

Because all of the pertinent contracts were entered

into by Bitw se, the parties have, as a matter of conveni ence,



continued to refer to the third-party defendant as Bitw se, and |
will do Iikew se. The Chief Executive Oficer of Bitwise is a
gentl eman naned Botti, and its Chief Financial Oficer is a
gent | eman naned Bunt.

Anot her entity which, although not a party to this
litigation, was very much involved in the events giving rise to
the litigation is Crosswalk, Inc., a Virginia corporation
described in the testinony as the world s largest Christian
website, with mllions of nenbers. It represented a potentially
[ ucrative source of business for Bitwse and simlar firns.

1. BACKGROUND

Ms. Cel lucci, the principal of Berwn, was acquai nted
with a gentleman named Scott Carroll, a former securities broker
who was enpl oyed by Crosswal k. She was al so acquainted with the
princi pals of Shore Venture, Messrs. Kepner and Dye. In
Sept enber and Cct ober 1999, these three began discussing the
i dea of working together to enable Bitwise — a client of Shore
Venture — to establish its software progranms on the Crosswal k
websi te.

Shore Venture entered into a “referral agreenent” with
Bitwi se, in which Shore Venture agreed to use its best efforts to
enable Bitwi se to get established on the Crosswal k website, and
Bitw se agreed to conpensate Shore Venture if and when certain

successes were achieved. Briefly, Bitwse was to pay Shore



Venture $35, 000 upon execution of a witten contract with
Crosswal k, and thereafter was to issue warrants for the purchase
of Bitwi se stock at $3.50 per share: warrants for 50,000 shares
of stock upon signing of the contract with Crosswal k, anot her

50, 000 shares when the website was up and running; and a third
and fourth increnents of 50,000 shares each, if specified |evels
of activity were denonstrated. (Since it is agreed that the
third and fourth paynents were not earned, we are concerned only
with the initial two tranches.)

It was agreed between Berwyn and Shore venture that
what ever revenue Shore Venture m ght derive fromthe Bitw se-
Crosswal k connection woul d be shared equally between Shore
Venture and Berwyn. This agreenent was confirmed in a letter
agreenent dated Decenmber 9, 1999. |In addition, there was a
separ ate agreenent between Berwn and M. Carroll (the Crosswal k
representative) that Berwn would share 50/50 with M. Carrol
what ever revenues Berwyn received.

The joint efforts of Shore Venture and Berwyn were
| argely successful. On or about Decenber 29, 1999, the required
witten agreenent between Bitw se and Crosswal k was signed.

Under the ternms of the referral agreenent, Bitw se was then
required to pay to Shore Venture $35,000, and to issue warrants
for the first 50,000 shares of Bitw se stock at $3.50 per share;

and Shore Venture becane obligated to share those itens with



Berwn. Bitwi se paid the $35,000, and Shore Venture duly paid
Berwn its $17,500 share. The difficulty arose with respect to
the warrants for the purchase of the first 50,000 shares of
Bitwi se stock. The first problemwas that the registration of
the stock was not yet conpleted, and it was understood by al
concerned that the warrants would not issue until the stock was
regi stered. Registration of the stock was conpleted in md-
February 2000, and, on February 25, 2000, Bitw se issued the
warrants.

The warrants for all 50,000 of the shares were issued
in Shore Venture's nanme, but, as between Shore Venture and
Berwyn, Berwyn was entitled to 25,000 of the warrants.

Shore Venture pronptly exercised its warrants to
pur chase 25,000 shares, purchasing themfor $3.50 per share and
simul taneously selling the shares at the then market price
($15. 44 per share).

Under the express witten terns of the warrants, it was
provided that if the holder exercised the warrants as to only a
portion of the shares, Bitw se would retain and cancel the
original warrants, and would issue new warrants for the remaining
shares. Unfortunately, this did not occur; Bitw se retained the
war r ant docunent .

Al t hough Shore Venture was fully cognizant of its

obligation to share its conpensation equally with Berwn, — and,



indeed, to see to it that whatever conpensation was received from
Bitw se was nade payable to Berwn as well as Shore Venture -
this part of the Berwn-Shore Venture agreenent was not pronptly
carried out. Bitwi se took the position that, since it had no
agreenent with Berwyn, its only obligation was to issue the
50,000 warrants to Shore Venture. And, although, as noted above,
the warrant docunentation represented to Shore Venture that,
after Shore Venture exercised the first 25,000 warrants, Bitw se
woul d i ssue an anended docunent for the remaining 25,000 shares
(whi ch, presumably, could sonehow have been assigned to Berwn),
the record makes clear that Bitw se was not particularly
interested in expediting the issuance and redenption of the
remai ni ng 25, 000 warrants.

The record al so denonstrates that Shore Venture was in
no hurry to get the matter resolved. At one point, Shore Venture
proposed to Berwn that Berwn put up the noney for the 25,000
shares at $3.50, whereupon Shore Venture would obtain the shares,
sell them and turn the proceeds over to Berwn — but m nus 40%
to cover taxes, and a 10% premumfor the risk involved. In
short, under this proposal, Berwn would have received only 50%
of the anount due.

Actually, Ms. Cellucci was in a position to carry out
t he purchase and resale of the 25,000 shares w t hout substanti al

expense: she could readily have obtained a one- or two-day | oan



fromher father and used the proceeds to purchase the shares, or
she coul d have handl ed the matter through a broker at very nodest
expense.

At this point, a further conplication devel oped: a
friend of Cellucci’s — an attorney who principally handl ed
crimnal cases and had no real grasp of the issues involved,
filed suit on behalf of Berwn in a federal district court in
Del awar e, agai nst Shore Venture and Bitw se, in My 2000,
asserting breaches of contract on the part of both defendants.
This attorney apparently adhered to a strict policy of refusing
to negotiate once litigation was started. At any rate, when, in
June 2000, Bitwi se and Shore Venture had resol ved the inpasse,
and had sent to Berwyn's attorney the necessary paperwork for the
assignnment of the warrants to Berwn, the attorney took no
action, and sinply retained the assignnent docunentation — either
because he wi shed to pursue the |lawsuit, or because he sinply did
not understand the situation. The Delaware | awsuit was
eventual ly dism ssed for |ack of personal jurisdiction over
ei t her defendant.

Throughout the trial of this case, that stalemate
continued. After the trial concluded, Berwn eventually received
the 25,000 warrants which it could exercise, and, on Cctober 20,

2003, Berwyn exercised the 25,000 warrants at $3.50 per share,



and re-sold the stock at the then-going price of $10.31 per
share, realizing net proceeds totaling $170, 250.

The events thus far described relate only to the first
tranche of 50,000 warrants which Bitwi se was obligated to issue.
The second 50, 000 warrants were due to be issued when the
Crosswal k website was “inplenented” — i.e., when the website was
up and running, and open for business. The evidence nmakes cl ear
that this triggering event was conpleted by June 29, 2000, at the
very latest. On that date, Crosswal k i ssued a press rel ease,
approved by Bitw se, announcing the fact. But Bitw se/

Aut hentidate has not yet issued the warrants for the second
tranche of 50, 000 shares.

I11. CONCLUSIONS AS TO LIABILITY

| have concl uded that, as between plaintiff Berwn and
t he defendant Shore Venture, the latter breached its contract by
failing to make sure that the conpensation received fromBitw se
woul d be payable equally to plaintiff and Shore Venture; and,
when this did not occur, by failing to expedite reasonable
measures to cure the breach — i.e., by pronptly arranging for the
assignment of the 25,000 warrants to Berwyn.

| conclude, further, that Bitw se breached the terns of
the warrants it issued to Shore Venture, by failing to issue
anmended docunentation for the unexercised 25,000 warrants. |

conclude that this breach by Bitwi se was a substantial factor in



causing Shore Venture's liability to Berwn to increase. Thus,
in ny view, Shore Venture is |liable to Berwn, but Bitwise is
liable to Shore Venture for damages sustai ned by Berwyn in
connection with the first 25,6000 warrants.

Finally, | conclude that Bitw se/Authentidate is liable
to both Shore Venture and Berwyn for failure to i ssue the second
tranche of 50,000 shares. Berwyn is also, apparently, liable to
share with M. Carroll whatever recovery is obtained in
satisfaction of that liability.

V. DAMAGES

The evidence nmakes clear that all parties contenpl ated
that, when the warrants were issued by Bitw se, they woul d
pronptly be exercised and the resulting shares sinultaneously
sold. Hence, the damages in each instance are neasured by the
di fference between the $3.50 strike price, and the narket val ue
of the shares on or about the date when the warrants shoul d have
been made avail able. Shore Venture received the 50,000 warrants,
and exercised themas to its 25,000 shares, on March 8, 2000. On
that date, the market price was $15.44 per share, and Shore
Venture realized $298,500. Absent the breaches found above,
Berwyn woul d have |ikew se received a profit of $298, 500.

The defendant is chargeable wth having del ayed the
payout until m d-June 2000 (when the necessary docunentation was

furnished to plaintiff’s then-counsel). At that tinme, the stock



was selling for about $7.00 per share (or less). But to hold
Shore Venture liable for the entire difference between the March
2000 and June 2000 prices would be inequitable, since Berwn did
eventually receive its stock and exercised the 25,000 warrants
and received net proceeds totaling $170,250. It seens to ne that
the nost equitable disposition of the damages issue is to hold
Shore Venture liable for the difference in price between Mrch
2000 and Cctober 2003, plus interest on the difference. As |
calculate it, plaintiff was damaged in the anmount of $128, 250,
plus interest in the sum of $25,393.50, for a total of
$154.643.50. That is the anpbunt which Shore Venture owes to
plaintiff, and, in turn, which Bitw se owes to Shore Venture, in
connection with the first tranche.

Finally, I conclude that the second tranche of 50, 000
warrants shoul d have been issued on or about June 29, 2000, when
the market price was $5.97 per share. By that tinme, all parties
were aware that half of the warrants were for the benefit of
Berwyn. But for Bitwi se’'s breach, plaintiff and Shore Venture
woul d each have realized $61, 750 on or about that date, and the
judgnents in favor of each of them should include interest from
and after that date.

V. THE I ND VI DUAL DEFENDANTS

Al t hough various individuals are naned as defendants or

third-party plaintiffs, the evidence provides no adequate basis
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for inmposing liability against any of these individuals, or in
their favor.
Vli. JUDGVENT

For the reasons discussed above, judgnment will be
entered in favor of the plaintiff Berwn Capital |nvestnents,
I nc. and agai nst Shore Venture G oup, LLC in the anount of
$154, 643.50, plus interest at 6% fromand after October 20, 2003.

Judgnent wll be entered in favor of third-party
plaintiff Shore Venture G oup, LLC and against the third-party
def endants, Authentidate Holding Corp. and Authentidate, Inc., in
t he sum of $154,643.50, plus interest. Authentidate may satisfy
this judgnment by paynent directly to plaintiff Berwyn Capital
| nvest nents, |nc.

Finally, judgnent will be entered in favor of Berwn
Capital Investnents, Inc. and against the defendants Authentidate
Hol di ng Corp. and Authentidate, Inc. in the sumof $61, 750, plus
interest thereon fromand after June 29, 2000. Judgnent w ||
al so be entered in favor of the defendant Shore Venture G oup,
LLC and against third-party defendants Authentidate Hol di ng Corp.
and Authentidate, Inc., in the sumof $61, 750, together with
interest fromand after June 29, 2000.

An Order foll ows.
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I N THE UNI TED STATES DI STRI CT COURT
FOR THE EASTERN DI STRI CT OF PENNSYLVAN A

BERWYN CAPI TAL | NVESTMENTS, : ClVIL ACTI ON
I NC. )
V.
SHORE VENTURE GROUP, LLC
REVERSEBI D. COM LLC,
TERRENCE J. KEPNER
and MATTHEW J. DYE
V.
AUTHENTI DATE HOLDI NG CORP. :
and AUTHENTI DATE, | NC. ) NO. 01-cv-00691-JF
ORDER
AND NOW this 14th day of February 2006, for the
reasons set forth in the foregoing Adjudication, |IT IS ORDERED
1. JUDGMVENT is entered in favor of plaintiff, Berwn
Capital Investnents, Inc., and against the defendant Shore
Venture Group, LLC in the sumof $177,019. 30.
2. JUDGMVENT is entered in favor of defendant/third-party
plaintiff Shore Venture G oup, LLC and against third-party
def endants, Authentidate Holding Corp. and Authentidate, Inc., in
t he sum of $177, 019. 30.
3. JUDGMVENT is entered in favor of plaintiff, Berwn
Capital Investnents, Inc., and against the defendants

Aut hentidate Hol ding Corp. and Authentidate, Inc. in the sum of

$65, 733. 10.
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4. JUDGMVENT is entered in favor of the defendant/third-
party plaintiff Shore Venture G oup, LLC and against third-party
def endant s Aut henti date Hol ding Corp. and Authentidate, Inc., in

t he sum of $65, 733. 10.

BY THE COURT:

[s/ John P. Fullam
John P. Fullam Sr. J.
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